
Slowing domestic activity
Australia’s inflation rate eased to 4.9% 
in the year to July, down from 5.4% in 
June, and below expectations of 5.2%. In 
July, CPI is back to a 7-month low, due 
to falls in holiday travel and fuel prices. 
Markets moved to price in a near 100% 
probability the RBA will pause its rate 
hikes for a third straight month next 
week, given that rate hikes to date were 
delivering as assumed. In addition, the 
chance of one last hike by the end of the 
year has fallen to 45%, from around 60%, 
signalling that the RBA may largely be 
done with tightening for this cycle. 

Australian July building permits 
contracted by -8.1% in the month, against 
expectations of a -0.8% decline, and was 
lower than June’s -7.9% fall. Year on year 
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building permits fell -6.4%. While June 
quarter construction work completed 
was 0.4%, lower than expectations of 
1.0%, and lower than the prior quarter 
at 3.8%. The paring back on another rate 
hike expectations saw the AUD/USD fall 
45pips from the open, but the pair has 
climbed back as a weaker USD dominated 
and it is back up around 0.6480. 

In New Zealand, new building consents 
data for July fell -5.2% for the month, 
against expectations of a 0.2% gain, and 
the prior months 3.5% gain. Year on year 
building consents have fallen by -14%. 
The number of new homes consented 
peaked in early 2022, and have fallen 
25% since then, as the high cost of 
construction, increasing borrowing rates 
and stronger bank lending criteria weigh 
on the housing sector.

The NZD/USD during the day followed 
the fortunes of the AUD and traded as 
low as 0.5938, but a weaker US dollar 
index down at 103.15 saw the NZD/
USD briefly trade above 0.6000. The 
US dollar continues to be dominated by 
Fed rate hike expectations, support for 
further hikes appears to be diminishing 
somewhat due to weaker data. The NZD 
is also higher against all the major pairs, 
and the US 10-year Treasury yield is now 
down at 4.12% from highs of 4.36% last 
week.  

An easing of US Treasury yields will feed 
through to NZ and AU swap rates today, 
as further Fed hike expectations are 
pared back for now. 

US growth slowing
US Q2 GDP was revised to 2.1%, up from 
the previous quarter’s 2.0%. Economists 
had expected that the figure would 
remain at the unrevised value of 2.4%. A 
final estimate is expected to be released 
a month from now. US core personal 
consumption expenditure (“PCE”) index 
for Q2 came in at 3.7%, down from the 
previously reported 3.8%. 

Private payrolls rose by 177k in August, 
the smallest gain in five months. Hiring 
in leisure/hospitality had the lowest 
growth since March 2022, coming in at 
30k new jobs. Education/health services 
and trade/transportation had the largest 
gains for the month, coming in at 52k and 
45k respectively.

US pending home sales were up 0.9% 
on the month, up from 0.4% and beating 
expectations of -0.6%. This comes 
despite increasing house prices and 
rising mortgage rates.

National Party offers tax cuts!
The National Party yesterday announced 
its much anticipated tax policy with a 
$14.6 billion of tax cuts and credits to be 
offered to the ‘squeezed middle’. Some 
would consider this to be inflationary in 
the current environment, but the impact 
of the cuts will take effect from 2024 and 
be over a number of years. 
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