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As expected, the RBA Monetary Policy Board decided unanimously to cut the cash rate target by another 25bps to 
3.60% yesterday. The post-meeting statement stressed that inflation is gradually returning to the mid-point of the 2-3% 
target range and labour market, while still ‘a little’ tight, is showing some signs of easing. The forward guidance was 
unchanged from the previous statement, with decisions remaining data-dependent amid elevated uncertainty. 

The August unemployment and inflation projections were unchanged from the May forecast round, still implying that 
trimmed mean inflation will be roughly around the mid-point of the 2-3% target range until the end of the projection 
horizon, while the unemployment rate will be stable around the current level of 4.3%. GDP growth forecasts were revised 
down, however, to reflect a downgrade to the productivity growth assumption to 0.7% from 1.0%. 

The projections are based on the assumption that the cash rate will fall slightly below 3.00% in this cycle. During the 
press conference, RBA Governor Michele Bullock was a bit more cautious, talking about ‘a couple of’ more cuts, but not 
ruling out back-to-back cuts completely. 

While the RBA decision was no surprise to the markets, the fact that it was unanimous as well as the downgrade to 
GDP growth outlook did generate some impact. Commonwealth bond yields declined at the front end of the yield curve, 
even if cash rate cut expectations remain roughly unchanged from before the decision. The AUD/USD fell slightly, but 
rose back overnight. The ASX 200 closed at a fresh record high yesterday, before opening lower this morning. 

Abroad, US stocks bounced back last night, as the US CPI came broadly in line with expectations, supporting the case 
for an earlier resumption of the easing cycle by the Fed. The probability of a 25bps cut in September is again 
approaching 100%, pushing US 2-year Treasury yields lower. The US dollar depreciated quite sharply. 

The US CPI rose by 0.2% in July, in line with market consensus, but the annual rate of inflation remained at 2.7%. Core 
inflation ticked up to a five-month high of 3.1%, with annual core goods price inflation accelerating a little, but remaining 
low and core services price inflation steady. In other US data, NFIB small business optimism index rose to a five-month 
high in July. 

The UK unemployment rate remained unchanged at 4.7% in June, while employment growth accelerated to 238k over 
the three months to June from 134k in the previous three months. 

Back home, the NAB business report for July showed broad-based deterioration in business conditions and 
improvement in business confidence to the highest level in nearly three years. The report also pointed to a faster, albeit 
still moderate, rise in business costs and prices. 

Economic Data Review  
● AU: NAB Business Conditions (Jul) – Actual 5, Previous 7 (revised). 
● AU: NAB Business Confidence (Jul) – Actual 7, Previous 5. 
● UK: Unemployment Rate (Jun) – Actual 4.7%, Expected 4.7%, Previous 4.7%. 
● US: CPI (MoM, Jul) – Actual 0.2%, Expected 0.2%, Previous 0.3%. 
● US: NFIB Small Business Optimism (Jul) – Actual 100.3, Expected 98.6, Previous 98.6. 

Economic Data Preview  
● AU: Wage Price Index (QoQ, Q2) – Expected 0.8%, Previous 0.9%. 
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*Mogas95 is the Singapore benchmark petrol price closely linked to Australian domestic fuel prices.
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