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MNI POV (Point Of View): 50bp But A Very Close Call 
 
We think that the data and RBA communique point to a final 50bp hike at the Bank’s October meeting, which would 
leave the cash rate target at 2.85%. RBA Governor Lowe told the House of Representative Standing Committee on 

Economics that the board will discuss both a 
25bp and 50bp rise in the cash rate this time 
around. 22 of the 28 economists surveyed 
by Bloomberg look for a 50bp step. The 
market has ~44bp of tightening priced. 
 
Lowe has stressed that the Bank is not on a 
“pre-set path,” while flagging the need for 
further tightening. On the dovish side, the 
Anika Foundation speech saw Lowe note 
that “the case for a slower pace of increase 
in interest rates becomes stronger as the 
level of the cash rate rises,” and that the 
cash rate is now close to the lower end of 
the neutral band (he has since noted that he 
hoped rates will cycle around 2.5%-3.5% 
over time). Elsewhere, Lowe has 

underscored the importance of price stability, reiterating that the RBA is committed to bringing inflation back to 
target. Lowe told parliament that “the general inflation psychology appears to be shifting; it is easier for firms to put 
their prices up and the public is more accepting of this,” which seemingly indicated increased worry on this front. 
 
Market pricing surrounding the terminal rate has shifted higher again in recent weeks’ although the June peak of 
~4.50% has not been breached. While domestic economic resilience and RBA worry re: inflation is part of the story, 
the shift higher in terminal rate pricing surrounding the U.S. Federal Reserve, coupled with the “higher for longer” 
thought process within the Fed, as well as the recent BoE terminal rate repricing, primarily driven by UK fiscal 
matters, have played just as much, if not more, of a part. This adds credence to our assumption that the RBA will 
not be willing to step down the pace of tightening at this particular juncture, with global tightening enduring.  
 
The RBA has made it very clear that its 
decisions will be data dependent and this 
month’s data show that the economy 
continues to operate in a resilient manner. 
The labour market report showed that 
shortages persist as full-time employment 
and hours worked rose strongly, while 
underemployment fell. The Westpac 
consumer sentiment survey showed signs of 
troughing on a headline level, noting that the 
public expects unemployment to fall further. 
Meanwhile, the NAB business survey 
reported a still elevated employment reading. 
The strong labour market appears to be 
supporting robust household expenditure. 
The NAB survey also showed that 
businesses remain upbeat, as they are still able to pass on higher costs to clients. However, while remaining close 
to survey highs, purchase and labour costs did ease slightly. 
 
Looking ahead, November may see a step down to a 25bp hiking pace (dependent on the data and the 
international backdrop). Such a move could result in the RBA signalling that the end of the tightening cycle is close 
(assuming rates move above 3.00% at that time). While Governor Lowe has stated that he sees “a few” rate rises 
over the coming months, we believe that the market’s terminal rate expectation is a little and suggest that the cash 
rate is likely to peak closer to 3.50%, with the lagged feed through of monetary policy, levels of household 
indebtedness and next year's mortgage re-fixing cycle set to cap the terminal rate of the current tightening cycle. 
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RBA 6 September 2022 Meeting Statement 

 
At its meeting today, the Board decided to increase the cash rate target by 50 basis points to 2.35 per cent. It also 
increased the interest rate on Exchange Settlement balances by 50 basis points to 2.25 per cent. 
 
The Board is committed to returning inflation to the 2-3 per cent range over time. It is seeking to do this while 
keeping the economy on an even keel. The path to achieving this balance is a narrow one and clouded in 
uncertainty, not least because of global developments. The outlook for global economic growth has deteriorated 
due to pressures on real incomes from high inflation, the tightening of monetary policy in most countries, Russia's 
invasion of Ukraine, and the COVID containment measures and other policy challenges in China. 
 
Inflation in Australia is the highest it has been since the early 1990s and is expected to increase further over the 
months ahead. Global factors explain much of the increase in inflation, but domestic factors are also playing a role. 
There are widespread upward pressures on prices from strong demand, a tight labour market and capacity 
constraints in some sectors of the economy. 
 
Inflation is expected to peak later this year and then decline back towards the 2-3 per cent range. The expected 
moderation in inflation reflects the ongoing resolution of global supply-side problems, recent declines in some 
commodity prices and the impact of rising interest rates. Medium-term inflation expectations remain well anchored, 
and it is important that this remains the case. The Bank's central forecast is for CPI inflation to be around 7¾ per 
cent over 2022, a little above 4 per cent over 2023 and around 3 per cent over 2024. 
 
The Australian economy is continuing to grow solidly and national income is being boosted by a record level of the 
terms of trade. The labour market is very tight and many firms are having difficulty hiring workers. The 
unemployment rate declined further in July to 3.4 per cent, the lowest rate in almost 50 years. Job vacancies and 
job ads are both at very high levels, suggesting a further decline in the unemployment rate over the months ahead. 
Beyond that, some increase in the unemployment rate is expected as economic growth slows. 
 
Wages growth has picked up from the low rates of recent years and there are some pockets where labour costs are 
increasing briskly. Given the tight labour market and the upstream price pressures, the Board will continue to pay 
close attention to both the evolution of labour costs and the price-setting behaviour of firms in the period ahead. 
 
An important source of uncertainty continues to be the behaviour of household spending. Higher inflation and 
higher interest rates are putting pressure on household budgets, with the full effects of higher interest rates yet to 
be felt in mortgage payments. Consumer confidence has also fallen and housing prices are declining in most 
markets after the earlier large increases. Working in the other direction, people are finding jobs, gaining more hours 
of work and receiving higher wages. Many households have also built up large financial buffers and the saving rate 
remains higher than it was before the pandemic. The Board will be paying close attention to how these various 
factors balance out as it assesses the appropriate setting of monetary policy. 
 
The further increase in interest rates today will help bring inflation back to target and create a more sustainable 
balance of demand and supply in the Australian economy. Price stability is a prerequisite for a strong economy and 
a sustained period of full employment. The Board expects to increase interest rates further over the months ahead, 
but it is not on a pre-set path. The size and timing of future interest rate increases will be guided by the incoming 
data and the Board's assessment of the outlook for inflation and the labour market. The Board is committed to 
doing what is necessary to ensure that inflation in Australia returns to target over time.  
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MNI STATE OF PLAY: RBA Seen Leaning Towards 50bps 
Hike 
 
By Robert Guy 
 
Reserve Bank of Australia Governor Philip Lowe has telegraphed the Board will consider both a 25bps and 50bps 
hike at its Oct 4 meeting, with the larger hike more likely given policy sits below the Bank’s estimated neutral rate 
and inflation pressures remain elevated. 
 
A 50bps rise to 2.85% would be the sixth consecutive hike and lift rates to their highest level since 2013, as well as 
above the Bank's estimated nominal neutral rate of 2.5%. The minutes of the September meeting highlighted the 
"still relatively low" level of the cash rate. 
 
The Bank could slow hikes to a 25bps tempo from the November meeting. 
 
Lowe opened up the possibility of easing the tightening tempo in a speech on Sep 8 when he said "a slower pace 
of increase in interest rate becomes stronger as the levels of cash rate rises", but comments to a parliamentary 
committee on Sept 16 - after the U.S. August CPI print - highlighted concerns that general inflation psychology 
"does appear to be shifting" as consumers accept companies passing on higher costs. Deputy Governor Michele 
Bullock said rates were not "necessarily in restrictive territory yet" on Sept 21. (See MNI BRIEF: RBA's Bullock 
Says Rates Not Restrictive Yet) 
 
Inflation pressures were underscored by monthly CPI indicator data, released on Sept 29, that showed headline 
inflation of 6.8% in August, down slightly from 7% in July. CPI, excluding volatile items like fruit, vegetables and 
fuel, accelerated to a 6.2% y/y pace in August from 5.5% y/y in June. 
 
HOUSEHOLD SPENDING UNCERTAINTY 
 
Third-quarter CPI data is due on Oct 26, a week before the Bank's penultimate meeting for the year on Nov 1. 
Bullock said the Bank will focus on the quarterly CPI rather incorporate the new monthly measure into its decision 
making in the short term. 
 
Lowe has cited the behaviour of household spending as a "key source of uncertainty". However, retail sales 
remained resilient at a 0.6% m/m pace in August. Meanwhile, high job vacancies and a 3.5% unemployment rate 
reflect a tight jobs market. House price declines have shown some signs of slowing. 
 
Arguments for a smaller rate increase rest on the yet-to-be-felt full pass-through of the previous 235bps of hikes 
onto standard variable mortgage rates. It usually takes three months for rates changes to flow through to 
borrowers. Additionally, commodity prices and shipping costs have started to ease. Rising migration should boost 
the the supply of labour. 
 
A surprise 40bps move can’t be ruled out should the Bank want to return the Cash Rate to conventional settings 
and signal a slowing of policy. The Board considered 40bps, among other options, at its May meeting. 
 

  

https://enews.marketnews.com/ct/x/pjJscAeOk-sI6almchh-Tg~k1zZ8KXr-kA8x6jAXJKjpokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAeOk-sI6almchh-Tw~k1zZ8KXr-kA8x6jAXJKjpokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAeOk-sI6almchh-TA~k1zZ8KXr-kA8x6jAXJKjpokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAeOk-sI6almchh-TA~k1zZ8KXr-kA8x6jAXJKjpokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAeOk-sI6almchh_Gg~k1zZ8KXr-kA8x6jAXJKjpokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAeOk-sI6almchh_Gg~k1zZ8KXr-kA8x6jAXJKjpokPj-kWeg
https://enews.marketnews.com/ct/x/pjJscAeOk-sI6almchh_Gw~k1zZ8KXr-kA8x6jAXJKjpokPj-kWeg
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Sell-Side Analyst Views 

 
AMP Capital: After four back-to-back rate outsized rate hikes the RBA should scale back to a 0.25% hike to be 
able to better assess their lagged impact and we expect that it will, but the risk is skewed towards another 0.5% 
move so it’s a close call. Inflation is still high and rising, jobs data remains strong and economic data releases 
(outside of housing) remain solid and the RBA has continued to indicate that it expects to raise rates further all of 
which is consistent with another hike on Tuesday. However, the case to slow down the hikes is very strong: 

 

• The RBA has indicated an awareness of the lags with which rate hikes impact the economy, a desire to 
keep the economy on an even keel, the need to take account of the risks to growth and employment and 
an openness to slowing the pace of rate hikes. As such we think it will ease back the pace of hikes to 
0.25% while continuing to flag its determination to bring inflation back to target with more rate hikes still 
expected. However, it’s a very close call as the RBA’s focus on backward looking inflation and jobs data 
along with the hawkish global central bank consensus risks seeing it stick to 0.5% hikes for now. A 0.4% 
move might be a good compromise and it is what is factored into money markets. 

• A 0.25% rise in the cash rate, if passed on to mortgage holders as we expect, will add roughly another $80 
to the monthly payment on a typical $500,000 mortgage which will take the total increase in monthly 
payments since April to $735 a month or $8820 a year. A 0.5% hike will add $160 a month taking the total 
increase since April to $815 a month or $9780 a year. This will likely hit spending in the months ahead. 

• Taking the cash rate to 4.15% next year as the money market assumes would knock home prices down 
30% & put the economy into a recession we don’t have to have. 

 
ANZ: We expect a 50bp rate hike from the RBA, reflecting strength in recent domestic data, including solid 
household spending, ongoing inflation momentum and near-record job vacancies. We also expect the RBA to 
‘soften’ its message by removing the reference to “over the months ahead” in the context of further rate increases. 
 

• The strength in the domestic economy and the persistence in global inflation pressures will likely outweigh 
market turmoil following the UK’s mini-budget and heightened expectations of a global recession for the 
RBA in October. Current events in the UK show the importance of not shocking the market at a time when 
the credibility of policy is exceptionally important. 

• We expect the RBA will slow the pace of tightening after October, with 25bp hikes in November and 
December, to take the cash rate to 3.35%. The risks are growing that the terminal cash rate may be higher 
and come later than we currently expect. The strong job vacancies result this week also supports this. 

 
Bank of America: There is little scope for the RBA to consider a slower pace of rate hikes in the near-term. We 
look for a 50bp and expect a further 50bp hike in November following the release of Q3 inflation data. We see a 
terminal rate at 3.75% in Q123. The Bank could surprise with a 25bp hike to balance the growth and inflation 
outlook, but the potential costs of not hiking in 50bp steps have risen. So have the challenges to the outlook. 
 
Barclays: We expect the RBA to raise rates by 25bp given its slightly dovish commentary at the last meeting and 
Governor Lowe’s speech noting the need to shift to smaller rate increases after the large hikes earlier. Monthly 
inflation data showed a moderate slowdown in inflation pressures, which should give the RBA confidence to hike by 
25bp. However, we think the risk of 50bp hike has increased due to global conditions, especially the very hawkish 
Fed, as well as the strong USD and consequently a weaker AUD.  
 
CBA: Our base case is for the RBA to slow the pace of tightening at the October Board Meeting. The RBA has 
delivered a significant amount of rate hikes in a short period of time and recent communication from the RBA 
signals they will consider either a 25 or 50bp move. Data released over the past week including retail trade and the 
monthly CPI indicator did not provide a compelling argument for a 50bp move. 
 
Citi: We expect the RBA Board to lean towards a 50bp policy rate increase, taking the cash rate target to 2.85%. 
The view change has come from recent global events that include the extremely large amount of fiscal stimulus in 
the UK and upwardly revised policy rate expectations for major central banks. 
 
Goldman Sachs: In his subsequent semi-annual testimony before Parliament, Governor Lowe highlighted that 'at 
some point' it would be 'appropriate' to slow the pace of rate increases. He also noted the Board would consider a 
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25bp or 50bp hike at October's meeting, with the outcome determined by news on (i) the global backdrop, (ii) the 
outlook for inflation & wages, and (iii) trends in domestic household spending. 
 

• In our view, the caveat that rate hikes would slow 'at some point' suggested a deceleration was likely to occur 
down the track but was not imminent at October's meeting. Governor Lowe's comment that policy settings 
were still at the low end of his 2.5-3.5% neutral rate estimate also suggest that rate hikes were likely to 
continue at a 50bp pace until the cash rate was above 3%. 

• Looking to October's meeting, we expect the RBA to raise the cash rate target 50bp to 2.85%. In our view, 
the three criteria flagged by Governor Lowe all point to this outcome given (i) global central bank peers have 
remained very hawkish, (ii) domestic inflation pressures have remain elevated (new monthly CPI data point 
to ~7%yoy in 3Q2022) and (iii) domestic spending has remained solid (local retail sales rose +0.6%mom in 
August). Recent data also continue to point to a very tight labour market, with unemployment at 3.5% in 
August and job vacancies remaining near record highs. 

• Further ahead, we continue to expect the RBA to hike +50bps in November and +25bps in December, 
reaching a terminal rate of 3.6% by year-end. We view risks as skewed to the RBA slowing the pace of hikes 
to 25bp in November but adding more hikes in 1H2023. Key upcoming data include quarterly CPI inflation 
(26 October) and the new Government's Budget (25 October). 

 
ING: Following some reasonable August labour market data, and stronger-than-expected retail sales figures, 
recent hints from the Reserve Bank of Australia that it may soon start to tighten rates at a slower pace are looking a 
bit less credible right now. With a strong and unified hawkish chorus from US Fed officials, the apparent ruling out 
by the US White House of a plaza-style currency agreement, and a further sliding of the Australian dollar, the odds 
are swinging back towards another 50bp RBA move at the coming meeting. 
 
Morgan Stanley: After four consecutive 50bp rate hikes, RBA Governor Lowe flagged that the pace of hikes will 
slow "at some point", becoming more likely as rates rise higher. Most hard data suggest still strong demand 
environment (unemployment, retail spend),although ongoing rapid correction in housing market suggests this will 
not last. The RBA must weigh this against concerns around how destabilizing current high (and rising)headline 
inflation is to inflation expectations, especially as mechanisms like wage negotiations can make this stickier. 
 

• Global rate expectations continue to rise, most notably last week following a hawkish Fed meeting. This 
can impact the RBA through FX translation, but only modestly (trade-weighted AUD has appreciated YTD; 
depreciation would take time to feed through). RBA estimates suggest a 10% depreciation in ATWI raises 
core inflation by 0.2% after 1 year and 1.0% after 3 years. More important for the RBA in our view is the 
signal from central banks that 1) global inflation is likely to persist; and 2) domestic inflation pressures will 
require a larger demand contraction to come under control. 

• We expect the RBA to tilt further towards inflation management over the coming months and away from 
balancing growth risks. We now expect a 50bp rate hike in Oct (up from 25bp previously, with pace of hikes 
likely slowing from Nov) and add a 25bp hike in Feb. This lifts our terminal rate from 3.1% to 3.6%. We 
think risks to the terminal forecast are balanced - a strong Q3 inflation print could see another 50bp hike in 
Nov, while a slowdown in the economy through to Feb could cause the RBA to discount the Q4 inflation 
peak and stay on hold. 

 
NAB: NAB expects a fifth consecutive 50bp hike to take the cash rate target to 2.85%. That’s a view shared by 16 
of 21 respondents to the Bloomberg Survey. Markets currently price 44bp of tightening. 

• Governor Lowe in his parliamentary testimony 2 weeks ago framed the decision on Tuesday as between 
25 and 50bp again, with the decision settling on how they view the balance of risks. Lowe also said that “at 
some point we'll obviously not need to be increasing rates by 50 basis points at each meeting, and we're 
getting closer to that point”. Note the RBA also considered 25bp at its prior September meeting even as it 
opted for 50bp. In our view, one more outsized 50bp move in October is likely given the resilience in the 
data to date and the RBA’s acknowledgement in the September minutes (and elsewhere) that there is a 
clear domestic component to current inflationary pressure and “the economy was having difficulty meeting 
the level of aggregate demand”. 

• From there, we expect the RBA to taper the pace of hikes, raising rates by 25bp in November and pausing 
in December as it monitors the impact of prior tightening on the economy.  

• While the RBA is alert to very tight labour markets, domestic capacity constraints and elevated inflationary 
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pressure, they are weighing this against a deteriorating global outlook and the uncertain response of 
households to the extent of tightening in place so far. Lags in interest rate transmission may be helping to 
keep household spending resilient to date. 

• Deputy governor Michele Bullock noted that the RBA continues to see the task for the RBA in navigating 
the path to sustainably at target inflation comparing favourably to that of some other Central Banks, “there’s 
at least a few reasons why we are in a slightly better position”. Bullock noted that inflation was not as high 
as the US or UK, wages had not responded to the same extent as some other countries, and that she 
didn’t see the same overstimulus issue that the US is facing. 

• The semi-annual Financial Stability Report is due on Friday. RBA Head of Domestic Markets, Jonathon 
Kearns, flagged updated analysis on the impact of higher interest rates for borrowers, including the extent 
that excess repayments many borrowers have been making would mute the cash flow impact of rate rises. 
That will be useful to see how the RBA is assessing the prospective cash flow hit as it weighs the extent of 
further tightening. Elsewhere, the RBA is likely to continue to assess that financial stability risks from the 
fast adjustment in interest rates are contained. 

 
Scotiabank:  A 50bps hike to a cash rate target of 2.85% is plausible but hardly in the bag versus a more modest 
25bps hike. Markets are on the fence between +25 and +50 but still expect considerably greater rate hikes ahead 
as inflation remains well above target. 
 

• One reason for this is that minutes to the September 6th meeting provided on September 15th indicated that 
there was discussion around both a 25bps hike and the 50bps increase they opted for which fans the 
impression that there may be rising appetite for slowing the pace of hikes especially given the reference to 
how “They acknowledged that monetary policy operates with a lag and that interest rates had been 
increased quite quickly and were getting closer to normal settings.” A few days before the release of the 
minutes but after the meeting itself, Governor Lowe said he hoped that the cash rate would come to rest 
within a 2.5-3.5% rate with ‘a few’ more rate increases over coming meetings. This suggests that there is 
considerably more work to be done with the 2.35% current rate below the bottom of the range. 

• The fly in the ointment is that both developments preceded the Federal Reserve’s more aggressive actions 
on September 21st with much of the emphasis placed upon the more hawkish dot plot. The Australian dollar 
has been among the casualties in the face of the US dollar’s broadly based strength and has shed another 
couple of cents since then along a long-term declining trend from about 76 cents in April to roughly 65 
cents now. This development might suggest a more pressing need for a bigger 50bps hike given the 
implications of ongoing currency weakening for import price pressures. 

 
 
Societe Generale: We expect the RBA to increase the cash rate target from 2.35% to 2.85% at its 4 October policy 
meeting, which would mark five consecutive 50bp rate hikes since the initial one back in June. 
 

• The policy statement will continue to say that the RBA is committed to returning inflation to the 2-3% target 
range over time while keeping the economy on an even keel, and that the size and timing of future interest 
rate increases will be guided by the data and the outlook by policymakers on inflation and the labour 
market. The statement will also continue to skip the words ‘normalising monetary conditions’, which we 
think implies the intention of policymakers to adjust its policy stance to one of outright tightening. 

• The key macroeconomic data series also generally support the RBA’s ongoing monetary tightening. 2Q 
GDP data released on 7 September (one day after the policy meeting) confirmed a strong economic 
recovery led by consumption. August employment data also proved the sustained tightness of labour 
market conditions, with an instant rebound in jobs from the temporary dip in July. August retail sales 
(nominal) extended the series of consecutive gains that started in January, which is further evidence of 
strong consumption and high inflation. 

• As usual, the key question about the upcoming RBA policy meeting is whether the scale of the anticipated 
rate hike will be 25bp or 50bp. Policymakers have hinted quite a few times recently that the series of 50bp 
hikes might have ended in September. Further, “the case for a slower pace of increases in interest rates 
becomes stronger as the level of the cash rate rises” was repeated in two speeches given by RBA 
Governor Lowe on 8 and 16 September as well as in the minutes of the September policy meeting 
released on 20 September. However, we now believe that yet another 50bp hike is more likely than a 25bp 
hike at the upcoming October meeting, especially taking the potential influence of the decidedly hawkish 
FOMC meeting on 21 September into consideration. Though the RBA has not shown any concerns about 
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the weakness of the Australian dollar in recent days, it would be difficult for policymakers to resist the ‘peer 
pressure’ coming from the US Fed to continue with outsized rate hikes. 

• Meanwhile, we have decided to keep our ‘terminal’ policy rate forecast unchanged at 3.60% at this 
juncture. Though the decisions made by the RBA will continue to be heavily affected by those of the Fed, 
we don’t think that the RBA policymakers will necessarily ‘automatically’ follow its US counterpart. This is 
especially the case given that the RBA is concerned about household debt burdens and housing market 
weakness in its domestic market and, more generally, about a slowdown of the global economy - 
particularly in China. 

 
TD Securities: In the RBA Sep minutes, the Board judged that it may be appropriate 'at some point' to scale back 
to 25bps hikes, but we think it is too soon for that. Data on balance is still strong, which suggests the economy is 
holding up well. Thus, this affords room for the RBA to front-load hikes further as the Governor notes the current 
cash rate is "still probably on the low side". 
 
Westpac: We anticipate that the RBA will lift the cash rate by 50bps - the fifth consecutive move of 50bps. That 
will take the cash rate to 2.85%, a touch on the high side of “neutral”. 
 

• Moves beyond this point are likely to be more measured. Globally and domestically, the inflation outlook is 
challenging, with risks that inflation expectations ratchet higher. In Australia, headline inflation is expected 
to climb to over 7% by year end, the labour market is the tightest in 50 years, and wages growth is 
accelerating, albeit from modest levels. 

• It is in this environment that the RBA is removing ultra easy monetary conditions and will shift to a 
contractionary stance. Westpac anticipates that the cash rate will peak at 3.60% in February 2023 - with 
further moves of 25bps at each of the three meeting from November to February 


