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MNI POV (Point Of View): 25bp Hike, Watch Forward 
Guidance 
 
 
We expect the RBA to increase rates 25bp for the third consecutive meeting on December 6, which is in line with 
consensus (29 of 30 surveyed by Bloomberg expect 25bp). This would bring the total tightening for 2022 to 300bp 
and rates to 3.1%, which would be around neutral and also the highest in 10 years. Recent RBA commentary has 
been in line with previous statements and has reiterated that rates need to rise further but that the Board is not on a 
“pre-set path”. There will be a particular focus on the forward guidance for any indications of a softening in the 
tightening stance and the possibility of a pause in early 2023. 
 
The tone of the comments by senior RBA Board members over the last month remained consistent with previous 
statements. The Board continues to be committed to returning inflation to within the target band but is prepared to 
be flexible with the size and timing of its moves depending on “incoming data”. While the data over the last month 
was mixed, there is nothing there to suggest that the RBA would return to 50bp moves or pause, although there 
was some suggestion in comments over the month that a pause may be closer. The central bank continues to be 
very aware of how much tightening it has already done and that it impacts activity with a lag. 
 
The AUD OIS market only has around 19bp or a 75% chance of a 25bp hike priced in for the December meeting. 
Given the RBA surprised in September and softer retail and CPI data, it is factoring in some chance of a pause. It 
now expects the terminal rate to be around 3.6% in October.  
 
The RBA is forecasting inflation to remain above its 2-3% target band for its forecast horizon, which suggests that 
tightening is going to need to continue even if the economy is slowing, unless inflation surprises significantly to the 
downside. The October monthly CPI downward surprise doesn’t count as not only does one month not make a 
trend but 38% of the basket was assumed to be flat including electricity & gas prices, apartment purchase costs 
and restaurants, and the downward move was driven by volatile fruit & vegetable prices and travel. However, the 
MI inflation gauge rose both in the year to October and November (see chart below).  
 
Recently RBA Governor Lowe warned against pushing for wage increases in line with inflation as that would risk a 
wage-price spiral. He spoke of the importance of maintaining labour market flexibility with the government’s 
industrial relations legislation in the background. Lowe noted that current wage inflation is still consistent with the 
inflation target but that the RBA is  monitoring it closely and doesn’t want it to rise too much further. Wage inflation 
is rising and there is increasing talk of cost-of-living adjustments in negotiations. 
 
 
 

https://www.rba.gov.au/monetary-policy/int-rate-decisions/2022/
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Figure 1: Underlying inflation trends elevated Figure 2: Wage pressures rising 

 
 

Source: Source: MNI – Market News/Refinitiv/ABS Source: MNI – Market News/ABS/SEEK 
 
 
The RBA continues to say that it wants to return to price stability, while “keeping the economy on an even keel”. 
Governor Lowe told a senate committee that he believed there was a good chance of achieving a soft landing. 
Demand continues to exceed supply and the Board wants to rebalance it to rein in inflation but how its tightening is 
impacting households is one of the key uncertainties. Retail sales data has disappointed since the last meeting, 
showing early signs of pressure on budgets from higher rates and cost of living, but card transaction data has 
shown Black Friday related resilience in spending. Consumer confidence remains depressed though and house 
prices continued to contract but at a slower pace. On the other side, the labour market remains very tight and 
surprised significantly stronger than expected in October with the unemployment rate returning to 3.4%. 
 
The next meeting is on February 7. The summer break gives the central bank a chance to assess the impact of its 
tightening so far and to see how household, global and wage- & price-setting uncertainties develop. As Deputy 
Governor Bullock said it’s an opportunity to “sit and wait and look a little bit”. With inflation well above target and the 
labour market very tight, it is still unlikely the RBA will pause in the coming months, but any changes or lack thereof 
to the forward guidance should give some more clarity to the outlook for the cash rate. 
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RBA November 1 2022 Meeting Statement 
 
At its meeting today, the Board decided to increase the cash rate target by 25 basis points to 2.85 per cent. It also 
increased the interest rate on Exchange Settlement balances by 25 basis points to 2.75 per cent. 
 
As is the case in most countries, inflation in Australia is too high. Over the year to September, the CPI inflation rate 
was 7.3 per cent, the highest it has been in more than three decades. Global factors explain much of this high 
inflation, but strong domestic demand relative to the ability of the economy to meet that demand is also playing a 
role. Returning inflation to target requires a more sustainable balance between demand and supply. 
 
A further increase in inflation is expected over the months ahead, with inflation now forecast to peak at around 8 
per cent later this year. Inflation is then expected to decline next year due to the ongoing resolution of global 
supply-side problems, recent declines in some commodity prices and slower growth in demand. 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 4¾ per cent over 2023 and a little above 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. Economic growth is expected to moderate over the year ahead as the global economy slows, the 
bounce-back in spending on services runs its course, and growth in household consumption slows due to tighter 
financial conditions. The Bank’s central forecast for GDP growth has been revised down a little, with growth of 
around 3 per cent expected this year and 1½ per cent in 2023 and 2024. 
 
The labour market remains very tight, with many firms having difficulty hiring workers. The unemployment rate was 
steady at 3.5 per cent in September, around the lowest rate in almost 50 years. Job vacancies and job ads are both 
at very high levels, although employment growth has slowed over recent months as spare capacity in the labour 
market has been absorbed. The central forecast is for the unemployment rate to remain around its current level 
over the months ahead, but to increase gradually to a little above 4 per cent in 2024 as economic growth slows. 
 
Wages growth is continuing to pick up from the low rates of recent years, although it remains lower than in many 
other advanced economies. A further pick-up is expected due to the tight labour market and higher inflation. Given 
the importance of avoiding a prices-wages spiral, 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. 
 
Price stability is a prerequisite for a strong economy and a sustained period of full employment. Given this, the 
Board’s priority is to return 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 remains a narrow one and it is clouded in 
uncertainty. 
 
One source of uncertainty is the outlook for the global economy, which has deteriorated over recent months. 
Another is how household spending in Australia responds to the tighter financial conditions. The Board recognises 
that monetary policy operates with a lag and that the full effect of the increase in interest rates is yet to be felt in 
mortgage payments. Higher interest rates and higher inflation are putting pressure on the budgets of many 
households. Consumer confidence has also fallen and housing prices have been declining following 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 has increased interest rates materially since May. This has been necessary to establish a more 
sustainable balance of demand and supply in the Australian economy to help return inflation to target. The Board 
expects to increase interest rates further over the period ahead. It is closely monitoring the global economy, 
household spending and wage and price-setting behaviour. The size and timing of future interest rate increases will 
continue to be determined by the incoming data and the Board’s assessment of the outlook for inflation and the 
labour market. The Board remains resolute in its determination to return inflation to target and will do what is 
necessary to achieve that. 
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MNI RBA WATCH: Another 25bp Hike, Eyes On Guidance 
Tweaks 
 
By Robert Guy 
 
(MNI) Perth - The Reserve Bank of Australia is expected to lift rates by 25bp on Tuesday, but the focus will be on 
any tweaks to forward guidance that may signal the timing of a pause in its tightening campaign next year. 
 
A hike to 3.1% would lift rates to their highest level since late 2012 and cap a run of eight consecutive rate 
increases that would have delivered a cumulative tightening of 300bps since May, with the impact evident in falling 
house prices and depressed consumer sentiment. 
 
The RBA's guidance at recent meetings has stated it "expects" to increase interest rates over the period ahead. 
However, comments by senior officials hinting at a possible pause offers the opportunity to tweak the statement to 
introduce more flexibility around the timing of any further hikes. 
 
Deputy Governor Michele Bullock said on Nov 9 that "there might be an opportunity to sit and wait and look a little 
bit about what's going to happen next." On Friday, overnight index swaps pointed to a peak rate of around 3.6% in 
2023, down from around 4% last week. (See MNI BRIEF: RBA's Bullock Sees Rates Up A "Little Bit" Further) 
 
A two-month wait until the RBA's next meeting on Feb 7 gives policymakers time to assess the impact of the most 
aggressive tightening cycle since the 1990s. Governor Philip Lowe said on Nov 1 that the Bank would be "watching 
very carefully" how the economy and inflation evolves over summer. (See MNI: RBA Ready To Step Up Hikes, 
Hold Steady If Required - Lowe) 
 
INFLATION OUTLOOK 
Taming inflation remains the Bank's top priority. Policymakers received good news during the week when October 
CPI printed at 6.9% y/y, down from 7.3% y/y in September. However, inflation is expected to remain elevated over 
coming months as higher electricity and gas prices pass through, and so too higher fruit and vegetable prices after 
flooding on Australia's east coast. The RBA expects inflation to peak around 8% y/y by the end of the year. (See 
MNI BRIEF: RBA Ups Key Inflation Forecast As Energy Costs Soar) 
 
Household spending and home prices are big risks to the economic outlook and will weigh on policy considerations. 
The RBA has acknowledged rates have increased "materially" since May and the full impact on mortgages is yet to 
be felt. CoreLogic's National Home Value Index fell 1% in November, with prices down 7% from their April peak. 
There will be additional mortgage pain as a large share of fixed rate mortgages taken out at lower rates expires in 
2023. 
 
Consumer spending may finally be feeling the bite from the RBA's rate hikes. Retail sales fell 0.2% in October, the 
first monthly decline this year. Measures of consumer sentiment are around recessionary levels. Australian 
accumulated AUD250 billion of savings during the pandemic, and they have been used to smooth spending amid 
rising rates and high inflation. Additionally, the labour market remains tight and wages – which, as measured by the 
Wage Price Index, gained 3.1% y/y in Q3 -- are expected to gather pace. 
  

https://marketnews.com/mni-brief-rba-s-bullock-see-rates-up-a-little-bit-further
https://marketnews.com/mni-rba-ready-to-step-up-hikes-hold-steady-if-required-lowe
https://marketnews.com/mni-rba-ready-to-step-up-hikes-hold-steady-if-required-lowe
https://marketnews.com/mni-brief-rba-ups-key-inflation-forecast-as-energy-costs-soar
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Sell-Side Analyst Views 

 
ANZ: We see the RBA tightening by 25bp on Tuesday, despite the weak October retail sales and the softer-than-

expected October monthly CPI indicator. With regard to the monthly price data, RBA Deputy Governor Bullock has 

said that it will take time to “figure out what is the noise and what is the information”. As we saw last quarter, the 

softer first monthly CPI of the quarter wasn't a particularly useful predictor for the quarter as a whole. Still, the 

softness in the retail and price data will feature in the Board’s discussion about the state of the economy and the 

appropriate policy decision. We do think a December pause will be considered, but with the RBA not meeting again 

until February and the recent wages and employment data being robust we expect the cash rate target to be lifted 

25bp to 3.1%. It is notable that the market thinks there is a good chance of a pause. At the timing of writing, the 

market was pricing around a 25% chance of no move on Tuesday. 

 

Bank of America: We expect the RBA to hike the cash rate by another 25bps to 3.1% at its next meeting on 6 

December. Some market participants are looking for a dovish pause, as recent data point to the first signs of 

slowdown in consumption as rising mortgage payments start to bite. However, inflation pressures remain strong. 

And the RBA's gradualist approach risks a slow but more drawn out hiking cycle. 

 

Barclays: The RBA will likely continue with a smaller pace of hikes, with the continued decline in forward growth 

indicators taking precedence over expected higher inflation outturns. The lower-than-expected monthly inflation 

print for October, along with a likely smaller pace of hikes by the Federal Reserve will give the RBA more 

confidence to continue with smaller rate hikes as it takes a month’s break from meetings in January. 

 

Citi: The final meeting of the year will likely see the RBA hike for the eighth consecutive month. Surprisingly, 

financial markets have not fully priced in a 25bp move at the time of writing. This is partly because of the head fake 

caused by the monthly CPI print for October, which was softer than expected. However, we don’t assign ourselves 

to the view that inflation has peaked.  

• There’s still a large chunk of the CPI basket items that are yet to be measured, particularly, utility prices, 

which are measured in the third month of the quarter. Consequently, we keep our quarterly inflation 

forecast unchanged at 1.7%.  

• Second, there’s likely increased perception that central bankers are pivoting, after the market perceived 

Chair Powell’s comments earlier this week as dovish. However, this is not the interpretation of our US 

colleagues who believe that the risk still remains tilted to the hawkish side. 

• We see only a small probability that the RBA does not hike next week. Doing so would further damage 

central bank credibility because the November Statement had suggested that “The Board expects to 

increase interest rates further over the period ahead”. We think it’s too early for the Bank to pause its hiking 

cycle.  

• We believe that the Statement will be fairly neutral compared to November. Since there won’t be a Policy 

Board Meeting in January, it might be too early for the Bank to signal that it will be looking to pause. It’s 

likely that the final paragraph won’t be tweaked significantly.  

• Our view of the terminal rate next year remains unchanged at 3.35%, and we expect another 25bp hike in 

February to be the last in the cycle, though risks are still tilted to the upside. 

 

CBA: We expect the RBA to raise the cash rate at the December Board meeting by 25bp to 3.10%. The risks sits 
with no change, but we consider that risk to be low (~20%). We expect a shift in forward guidance that would see 
the RBA retain a tightening bias but also pave the way for a potential pause in the tightening cycle in February 
2023. Specifically we anticipate the Governor will soften the line from the November Statement that “the Board 
expects to increase interest rates further over the period ahead”. We think the key forward guidance statement will 
be changed to “the Board is likely to increase interest rates further over the period ahead” or “the Board is willing to 
increase interest rates further over the period ahead”. Both changes would still see the RBA retain a tightening 
bias. 

• The RBA’s rhetoric continues to evolve and the notion of pausing in the tightening cycle has now appeared 
in every piece of RBA communication since the Governor’s remarks at the Reserve Bank Board dinner on 
1 November.  
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• We expect that at the December Board meeting the discussion will be between raising the cash rate by 
25bp or leaving policy on hold.  We do not anticipate that the Board will discuss the case to raise the cash 
rate by 50bp.Since the November Board meeting the economic data has been mixed.  

• There is a strong case to leave the cash rate on hold in December given the RBA has already delivered an 
incredible 275bp of tightening over just seven meetings (six months).  It takes time for this tightening to 
impact the demand for goods and services and by extension prices. There is also a very big expiry of fixed 
rate home loans over the next year which means monetary policy is operating with a greater than usual lag.  

• That said, we don’t expect the RBA to leave the cash rate on hold in December.  The explicit forward 
guidance from recent communication that, “the Board expects to increase interest rates further over the 
period ahead” means another 25bp rate hike is the most probable outcome at the meeting next week (we 
assign an 80% probability to a 25bp rate hike). We do, however, expect a shift in the RBA’s forward 
guidance.  If such a change is not made in the Governor’s Statement accompanying the Board’s decision it 
increases the risk that the RBA also increases the cash rate by a further 25bp in early 2023.  

• The CBA central scenario has the terminal cash rate at 3.10% and our risk case is a peak in the cash rate 
of 3.35%.  Our RBA call will be under review if the Governor makes no changes to forward guidance at the 
December Board meeting. 

 

Goldman Sachs: Looking to December's meeting, we expect the RBA to raise the cash rate 25bp to 3.1%, in line 

with consensus expectations. While the RBA is likely to acknowledge uncertainty around the domestic and global 

economic outlook, our base case is that the Board retains its tightening bias and reiterates that it "expects to 

increase interest rates further over the period ahead." That said, we would not be surprised to see the RBA tweak 

the guidance somewhat given the Board will not meet in January and may seek to "hedge" against a deterioration 

in the outlook over summer. 

• Since November's meeting, the data have been mixed. Labour market data have remained strong, with 

Australia's unemployment rate falling to a new cycle low of 3.39% in October. Wage growth also surprised 

to the upside in 3Q2022, with the private-sector Wage Price Index (ex. bonuses) rising at an annualised 

rate of ~4.8% - the fastest pace since 2008. 

• On the softer side, retail sales fell -0.2%mom in October - the first monthly decline since 2021 - while a 

range of housing-related indicators continued to weaken. The pace of inflation also eased in October 

according to the monthly CPI, consistent with several other timely indicators of price pressures. Globally, 

commodity prices have also eased somewhat, while the Australian dollar has appreciated ~5% against the 

US dollar. 

• As discussed in our recent Outlook, we expect the RBA will ultimately raise the cash rate to a terminal rate 

of 4.1% by May 2023, although we view risks as skewed to a more elongated tightening cycle. 

 

ING: A little before the GDP release, the Reserve Bank of Australia meets to decide on monetary policy. We have 

decided that the central bank is no longer particularly concerned with the flow of data, and will hike rates another 

25bp despite recent softer-than-expected inflation. 

 

Morgan Stanley: We expect the RBA to hike the cash rate 25bps to 3.1% at its December meeting, broadly in line 
with its modelled neutral rate estimate. Data in the month has been mixed, with soft monthly inflation but strong 
wage and labour market data. The RBA has also shifted its communication further and emphasised the flexibility 
and data dependence of its policy path. We expect this language to be incorporated in the statement and forward 
guidance of further rate hikes in 2023 to be softened – although we still think the data evolution between now and 
the February meeting will ultimately see further tightening preferred, to a 3.6% terminal rate in March. 
 
NAB: NAB looks for a 25bp rise to take the RBA cash rate to 3.1%. That is the expectation of all but one analyst in 
the Bloomberg Survey. Market pricing, in contrast, sits at 18bp, implying around a 72% chance of the RBA hiking 
rates and a 28% chance of no change. We find it difficult to see the RBA pausing in December. It is too early for the 
RBA to pause given the high inflation backdrop, a very tight labour market, and accelerating wages growth.  

• While Governor Lowe continues to frame the wages backdrop as consistent with a return of inflation to 
target over time, he noted last week that “wages growth in parts of the private sector has picked up 
materially.”  

• On the activity side, recent data flow has been softer, but nothing to indicate an alleviation of inflation 
pressures. Retail sales fell marginally in October and the monthly inflation indicator was weaker than 
expected. Governor Lowe today confirmed the RBA does not interpret the fall in year-ended headline 
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inflation on the monthly data as a turning point, saying that inflation would move higher before falling over 
2023.  

• A pause would also be a sharp turnround with the RBA having debated the merits of a 25 vs. 50bp hike at 
the November meeting. Indeed the arguments given for a 50bp hike remain given the data. One area that 
could give a softish tone to a 25bp rate hike is in the concluding paragraph which at the November meeting 
did not mention the possibility of a pause. It is notable that the RBA has flagged the possibility of a pause, 
but it does come immediately after flagging the possibility of a reacceleration to 50bp, for which we think 
the RBA has an exceedingly high bar.  

• NAB continues to see the RBA lifting rates by 25bps in December and in February. Thereafter the outlook 
becomes murkier given the RBA’s willingness to pause to assess the state of the economy and the outlook 
for inflation. We are expecting another strong WPI wages print in February, which will likely force the RBA 
to lift rates again in March, taking the cash rate to 3.60%, before pausing to see how activity is reacting to 
the rate hikes put into place, and whether some of the disinflationary pressures that are starting to be seen 
on the manufacturing side of the global economy starts to alleviate inflation pressures on the services side. 

 
Societe Generale: We expect the RBA to increase its cash rate target from 2.85% to 3.10% at its 6 December 
policy meeting, representing the third consecutive monthly ‘baby step’ hike of 25bp since October. Since the 
November policy meeting, domestic economic indicators have been mixed, and the global financial markets have 
been largely stable. While policymakers continue to say that they have not ruled out returning to 50bp hike if 
necessary, we don’t think that the current environment justifies returning to a 50bp hike. We reiterate our recently 
revised terminal policy rate forecast of 3.85%, which matches our forecast of the terminal Fed Funds rate at 5.25% 
(upper bound). 

• Confirmation of tight labour market conditions should be the most important news on the domestic data 
front. Wages growth also picked up to 3.1% in 3Q, and growth including bonuses was as high as 3.8%. 
Meanwhile, the contraction in nominal retail sales in October for the first time this year suggests a 
slowdown in consumption after the recent strong recovery. Monthly CPI figures in October showed declines 
in both headline and trimmed mean inflation, although we doubt the RBA will adopt this newly introduced 
high-frequency series as a key indicator for policy decisions. House prices continued to decline.  

• Overall, the expectation of a downshift in US rate hikes also raises the likelihood that the RBA will continue 
to deliver 25bp rate hikes. The potential negative impact on the Chinese economy from the renewed 
COVID-related restrictions should also support a moderate pace of RBA monetary tightening, although 
Australia’s exports have remained strong this year despite the slowdown in the Chinese economy. 

 
TD Securities: TD and consensus expect a 25bps increase in the target rate to 3.10%, but all eyes will be on any 
shift in the language suggesting the RBA will pause in early 2023. We don't expect the RBA to shut the door to 
further rate hikes in 2023 but given the Bank has raised the cash rate 300bps, 7 months ahead of assumptions, a 
dovish tweak cannot be ruled out. 
 
Westpac: We expect the Board will decide to raise the cash rate by 25 basis points from 2.85% to 3.1%. A further 
25 basis point adjustment at the December meeting is likely to have been firmly on the Board’s future agenda when 
it last met on November 1. Recall the added attraction of moving in December is that the next meeting will not be 
until February 7, providing ample opportunity to assess the cumulative impact of the normalisation process.  

• In the Minutes to the November meeting the Board discussed increasing the rate by 50 basis points while 
noting that, “interest rates were still fairly low in an historical context.”  

• Markets are pricing around a 75% probability of that 25 basis point move. That is down from over 90% a 
week ago. Up until the precedent of the October move even a 75% probability in pricing from the market 
would be seen as consistent with an almost certain such move in December. But markets had a 90% 
probability of a 50 basis point move in October and the Board settled on 25. That puts markets on edge 
that the Board can spring “surprises” and may explain why pricing is so tentative for December.  

• The “consistency” argument and the flow of the most significant data around the labour market since the 
November meeting point to the 25 basis point decision. Since the Board meeting data on the labour market 
and wages highlight that the labour market is tightening and wages growth is gathering pace.  

• Market pricing for the RBA has eased significantly over the last week. The prospects of 
December/February combined have eased from a total of 45 basis points to 33. Westpac expects that 
pricing should be near 50 basis points. We confidently expect increases of 25 basis points in both 
December and February.  

• Much weight is being given to the surprise drop in monthly inflation in the October Inflation Report to 
6.7%yr from 7.3% in September. However, only 43% of the components of the Index (by their weight in the 
index) are updated monthly. As such the resulting monthly volatility is becoming apparent in the series. In 
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addition, the ABS noted that 0.2% of the reduction in the annual inflation rate reflected changes on the 
components’ weights and as such we have lowered our forecast quarterly inflation rate in the December 
quarter from 2.1% to 2.0%. That compares with the 1.8% lift in headline inflation in the September quarter 
– indicating that inflation has not peaked even in a quarterly sense. The reweighting also saw us lower our 
annual inflation forecast peak from 8.1% to 8.0%.  

• We also saw a 0.2% surprise fall in nominal retail sales in October. An important reason for care in reading 
too much into the result is the recent advent of special sales in November (Black Friday; Cyber sales), 
which according to anecdotal evidence were extremely strong. That interpretation is consistent with the 
specific areas of weakness in October and would counsel the RBA to be very cautious in interpreting that 
result.  

• Westpac is forecasting that economic growth will slow to well below trend in 2023 to a pace of only 1%. It 
seems likely that the buffers that have built up in the economy are likely to see growth beginning 2023 at a 
faster pace than we will see in the second half. That momentum should signal to the RBA that it needs to 
stay the course on policy.  

• The RBA’s biggest risk with behaving in line with current market pricing for the first half of 2023 is that an 
early pause risks inflation psychology becoming embedded in the Australian economy. 


