
RBA leaves rate unchanged 
but markets react
The RBA left the cash rate target 
unchanged at 4.35% yesterday, as 
expected. The statement declared 
that underlying inflation remains too 
high, although other recent data on 
economic activity was mixed and softer 
than expected, and that the outlook 
remains uncertain. Based on its most 
recent forecasts, the RBA does not see 
inflation returning sustainably to the 
target midpoint level of 2.5% until 2026. 
The RBA’s assessment was that monetary 
policy still remains restrictive and is 
working as anticipated. The release 
stated that “while headline inflation has 
declined substantially and will remain 
lower for a time, underlying inflation is 
more indicative of inflation momentum, 
and it remains too high. The November 
SMP forecasts suggest that it will be some 
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time yet before inflation is sustainably 
in the target range and approaching the 
midpoint. Recent data on inflation and 
economic conditions are still consistent with 
these forecasts, and the Board is gaining 
some confidence that inflation is moving 
sustainably towards target.”

RBA Governor, Michele Bullock, also 
highlighted that the change in tone in 
the policy statement was intentional, 
reflecting the softer economic data. 
Australia’s economy grew by just 0.3% 
in the third quarter of 2024. On a per 
capita basis, GDP has not grown since 
Q4 2022, a record bad run that has not 
been matched since the 1990’s. Hopes 
for a near-term rate cut subsequently 
rose, sending swap rates tumbling. The 
next RBA decision is in February and the 
market is now pricing in a 64% chance of 
a cut at that meeting. The Aussie 10-year 
bond yield accelerated its recent descent 
to now sit around 4.14%, down from 
4.22% before the announcement and far 
below its November high of 4.70%. The 
AUD/USD followed suit and fell from 
0.6420 to 0.6380.

NAB’s monthly business survey revealed 
that Australian business confidence 
fell sharply in November, coming in at 

-3 from the previous figure of 5, a fall 
of 8 index points. Most industries saw 
declines in business confidence, except 
for construction and mining, up 7 and 3 
points respectively. Business conditions 
also fell, with the index down to 2 from 
the previous figure of 7, a drop of 5 index 
points, with all three sub-components 
now at or below average. Despite the 
gloomy readings, the release stated that, 
overall, the survey pointed to ongoing 
soft growth in Q4, although it would take 

time for pricing pressures to normalise, 
with price and cost growth indicators 
broadly unchanged across the survey.

Currency weakness supporting 
NZ farmers
The overnight GDT dairy pulse auction 
bought slightly lower prices for SMP and 
WMP, falling 1.5% and 1.6% respectively, 
in US dollar terms. The recent fall in the 
NZD, down 1.3% in a week, maintained 
the prices on an NZ dollar basis. 

Elsewhere in the world
US Q3 nonfarm productivity growth 
has been confirmed at 2.2% in the third 
quarter of 2024. This number represents 
the biggest gain this year. Output and 
hours worked also popped 3.5% and 
1.2% respectively, while the business 
and manufacturing sector experienced 
productivity gains at 1.7% and 0.9%. US 
labour costs also rose less than thought, 
unit labour costs were revised down 1.1% 
to 0.8% for Q3, far below the market’s 
initial expectations of a 1.5% increase.

Chinese export growth disappointed, 
growing a modest 6.7% against an 
expected 8.5% increase. Many expected 
a big jump in exports considering US 
importers will be front loading orders 
ahead of any incoming tariffs. Instead, 
Chinese imports fell, reflecting weak 
internal demand, with imports from NZ 
down 8.6% so far in 2024. China’s latest 
stimulus announcement has seemed to 
barely have an impact on international 
markets, maybe one more stimulus 
package will do the trick! 
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