
A tale of three PMIs
The US manufacturing PMI rose to 
61.2 in May from 60.7 in April, to beat 
forecasts of 60.9. New orders and a 
backlog of orders accelerated while 
employment was at the lowest level since 
November and price pressures remained 
elevated. In a familiar story, companies 
are struggling to fulfil demand due to the 
hiring and retaining of labour.

The Caixin Chinese general manufacturing 
PMI firmed to 52.0 in May against April’s 
51.9. New orders continued to increase, 
export orders grew to a 6 month high, 
and output continued to rise, although 
input cost inflation hit its highest since 
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December 2016 while selling prices went 
up the most in over a decade.

Meanwhile, the IHS Markit Australia 
manufacturing PMI jumped to a record 
60.4 in May from 59.7 in April. This saw 
manufacturing growth accelerate to 
its highest level since May 2016 as the 
recovery from the pandemic boosted 
business confidence and demand, but 
supply constraints continued to feature 
strongly, which contributed to a record 
rise in input costs. 

In other Australia releases which will 
keep the RBA on their toes, house prices 
for May were up +2.3% on the month 
following on from April’s +1.8%, while 
April building approvals fell -8.6%, which 
was better than the forecast -10.0% 
decline after March’s +17.4% gains.

In other Chinese news, steel futures 
dropped after local government officials 
in Tangshan, China’s key steel-making 
hub, indicated it may ease production 
and emission curbs to help cool a sizzling 
rally, while in New Zealand, building 
permits in April increased +4.8%, to 
cement in March’s +17.9% gains.

So, what did all of these PMIs ultimately 
mean? The takeout is, quite simply, 
that while global manufacturing data 
is topping estimates, it is struggling to 
keep up with demand because of supply 
shortages and labour constraints with 
inflationary pressures starting to build 
in the pipeline. These balanced risks to 
the economic outlook saw equity and FX 

markets trade flat, while yields firmed a 
touch with the US 10 year at 1.61%.

The RBA in a nutshell
The RBA played their monetary meeting 
with a straight bat … once again! The cash 
rate and 3 year yield targets were left at 
0.10%, while the statement repeated 
the guidance that any rate hike needs 
inflation to be back within the target 
and wages growth to take off as the “RBA 
will not increase the cash rate until actual 
inflation is sustainably within the 2 to 3 per 
cent target range. This is unlikely to be until 
2024 at the earliest.” 

There were a few warnings for the 
housing market with “Monitoring housing 
lending carefully. Monitoring housing 
borrowing trends carefully” and that it 
is, “important that lending standards are 
maintained.” 

Finally, in reference to the latest 
lockdown, it noted “an important ongoing 
source of uncertainty is the possibility of 
significant outbreaks of the virus, although 
this should diminish as more of the 
population is vaccinated.”

The AUD weakened post the release 
but has recovered those losses, swap 
rates were largely unchanged with a 
little steepening bias, while the 10 year 
Government bond firmed to 1.70%.
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