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The Fed hiked rates by 25 bps as expected 
to 5.25-5.50%. There were hardly any 
changes to the statement:


• The economy has continued to expand 
at a moderate pace (previously “modest 
pace”)


• Inflation remains elevated


• The Committee will continue to assess 
additional information and its 
implications for monetary policy

 Clickable to navigate within the document1
 https://www.federalreserve.gov/newsevents/pressreleases/monetary20230726a.htm2

https://www.federalreserve.gov/newsevents/pressreleases/monetary20230726a.htm
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BOC Summary of Deliberations (26.07.23)  3

The BOC Minutes didn’t provide a lot of new 
information. You can see my highlights on the right 
hand side.

Here are some of the key points:


• Despite the drop in headline inflation, price 
growth in many goods and services across the 
CPI basket pointed to persistent underlying 
price pressures. 

• Core measures of inflation had not slowed in 
recent months. As a result, little near-term 
downward momentum in CPI inflation remains.


• There was a discussion about whether it was 
appropriate to raise the rate in July or wait for 
more evidence.


• Future decisions will be data-dependent, 
Council is prepared to raise rates further if 
inflation does not ease as projected and progress 
towards the 2% goal stalls. 

 https://www.bankofcanada.ca/2023/07/summary-governing-council-deliberations-fixed-announcement-date-july-12-2023/3

https://www.bankofcanada.ca/2023/07/summary-governing-council-deliberations-fixed-announcement-date-july-12-2023/
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ECB Rate Decision (27.07.23)  4

The ECB raised rates by 25 bps to 4.25% 
as expected:


• Inflation continues to decline but is still 
expected to remain too high for too long; 
recent data support the expectation that it 
will continue to fall for the rest of the year


• Past rate increases continue to be 
transmitted forcefully, tighter financing 
conditions are increasingly dampening 
demand


• The ECB’s rates will be “set at 
sufficiently restrictive levels for as long 
as necessary” vs. previously “will be 
brought to…”


• Future decisions will continue to be data-
dependent


• APP reinvestments have been 
discontinued as planned


 https://www.ecb.europa.eu/press/pr/date/2023/html/ecb.mp230727~da80cfcf24.en.html4

https://www.ecb.europa.eu/press/pr/date/2023/html/ecb.mp230727~da80cfcf24.en.html


Issue #66 / 2023-W31, 29 July 2023 
Review of Week 31/2023 

(Contents) /  4 9

BOJ Rate Decision (28.07.23)  5

The BOJ left things mostly unchanged - except for introducing greater flexibility around yield curve control: 

• The ±0.50% band around the 0% target for the 10y yield remains intact but the upper and lower bounds will 
no longer be treated as rigid limits 

• Nakamura was the one dissenter on that point, arguing for greater flexibility


• Sustainable price increases have not yet come in sight, the Bank needs to continue with monetary easing


• CPI has been higher than projected, wage growth has risen, signs of change have been seen in firms’ wage-
setting behaviour


• There are significant downside risks to the economy and prices

From the BOJ Outlook Report: 

• The projection for CPI ex fresh food has been 
upgraded from April to 2.5% this year (prev. 1.8) but 
lowered to 1.9% for 2024 (prev. 2.0)


• The projection for CPI ex fresh food and energy has 
been upped from 2.5% to 3.2% this year but remains 
unchanged at 1.7% next year

 https://www.boj.or.jp/en/mopo/mpmdeci/mpr_2023/k230728a.pdf5

https://www.boj.or.jp/en/mopo/mpmdeci/mpr_2023/k230728a.pdf
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PMIs 
Australia (24.07.23)  6

 
Here is the summary from the report with my highlights: 

“Economic activity eased in July with the composite 
Flash PMI output index falling below 50.0 for the first 
time in six months. The main contributor to the soft 
reading for July was a dip in business activity for the 
services sector, which had previously been staging 
a recovery in 2023.  

“The good news is that this gradual easing in 
activity will help take pressure off inflation and 
interest rates, but it will need to be sustained for the 
rest of 2023 and into 2024. The results also suggest 
that the Australian economy remains on the ‘narrow 
path’ for a soft landing.  

“The economy is still growing with no signs of 
impending recession. Activity levels are easing only 
gradually. Indeed, manufacturing activity picked up a 
little in July. 


“The employment index fell again in July but 
remains in expansion above 50. Labour demand 
across the economy remains solid and above a level 
that we would typically see when output and new 
orders were as soft as they have been recently. This 
suggests that labour hoarding continues as activity 
slows. 


“The concerning feature of the July Flash report is 
the price indicators which ticked higher in the 
month. The service sector inflation indicators remain 
elevated, consistent with inflation of around 4-5%, 
well above the RBA target of 2% to 3%. 


“The disinflationary trend evident in the PMI price 
indicators over the course of 2022 appears to have 
ceased. With the exception of manufactured good final 
prices, the inflation measures are at a level in July 
broadly similar to what we had at the start of 2023. 


“Both manufacturing and service sector input prices 
rose in July suggesting the new financial year has 
potentially brought with it an increase in business 
costs. While the next major inflation number is the 
official Q2 results from the ABS, it is the July data that 
will be of most interest. The July numbers will give us a 
good idea of whether inflation is falling in line with what 
we are seeing in other countries in recent weeks, or if 
Australia is set to experience a more sticky inflation 
trend in 2023/24. 

Germany (24.07.23)   7

Here’s the summary from the report with my highlights: 

“This is a bad start to the third quarter for Germany’s economy, with the flash PMI dropping into contraction 
territory. The downturn continues to be led by the manufacturing sector, while the slowdown in services sector 
growth that started last month has extended into July. 


 https://www.pmi.spglobal.com/Public/Home/PressRelease/29aa152f49344a9286ea6e5d531dcefe6

 https://www.pmi.spglobal.com/Public/Home/PressRelease/c23ef113fdfb4d149593c3b3d2840fe97

https://www.pmi.spglobal.com/Public/Home/PressRelease/29aa152f49344a9286ea6e5d531dcefe
https://www.pmi.spglobal.com/Public/Home/PressRelease/c23ef113fdfb4d149593c3b3d2840fe9
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“There is an increased probability that the 
economy will be in recession in the second half of 
the year. This is because our GDP nowcast for the 
third quarter, which considers these latest HCOB PMI 
figures, points to negative growth. 


“Over the last few months, we have seen a jaw 
dropping fall in both new orders and backlogs of 
work, which are now declining at their fastest rates 
since the initial covid wave at the start of 2020. This 
doesn’t bode well for the rest of the year. 


“Manufacturers are reacting to the drop in activity 
and new orders by starting to trim their workforces 
for the first time since January 2021. Meanwhile, in 
the services sector hiring has eased up significantly. The uptick in the unemployment rate, which we have seen 
over the last few months, is therefore likely to continue. 


“Hopes for a rapid slowdown in inflation have taken a hit with these latest findings, given that the surge of 
input and output prices in the vast services sector has even gathered some pace in July. 

Eurozone (24.07.23)  8

Here is the summary with my highlights: 

“Manufacturing continues to be the Achilles heel 
of the eurozone. Producers have cut their output 
again at an accelerated pace in July, while the services 
sector’s activity is still expanding, though at a much 
slower rate than earlier in the year." 


“The eurozone economy will likely move further 
into contraction territory in the months ahead, as the 
services sector keeps losing steam. Further adding to 
the gloomy outlook is the fact that both the new 
business and outstanding business PMI indices for 
services have fallen into shrinking territory for the 
first time since the turn of the year." 


“These trends are particularly pronounced in the 
manufacturing sector, suggesting that the slump here is likely to continue as the second half of 2023 progresses." 


“The HCOB PMI fell short of the Bloomberg consensus whose analysts were forecasting a slight slowdown in the 
decline for manufacturing and a more resilient picture 
for services." 


“The latest PMI reading is not going to please ECB 
officials as prices in the private sector are still 
creeping up, led solely by the substantial services 
sector. Thus, ECB president Christine Lagarde will 
certainly stick to her guns and hike interest rates by 25 
bp at the next monetary meeting at the end of July. 


 https://www.pmi.spglobal.com/Public/Home/PressRelease/3b7cae66963d47798b88889727023fd38

https://www.pmi.spglobal.com/Public/Home/PressRelease/3b7cae66963d47798b88889727023fd3
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United Kingdom (24.07.23)  9

Summary from the report with my highlights: 

“The UK economy has come close to stalling in July which, 
combined with gloomy forward-looking indicators, reignites 
recession worries.  

“July's flash PMI survey data revealed a deepening manufacturing 
downturn accompanied by a further cooling of the recent 
resurgence of growth in the service sector.  

“Rising interest rates and the higher cost of living appear to be 
taking an increased toll on households, dampening a post-pandemic 
rebound in spending on leisure activities. Meanwhile, manufacturers 
are cutting production in response to a worryingly 
severe downturn in orders, both from domestic and 
export markets. 


“Forward-looking indicators, such as order book 
inflows, levels of work-in-hand and future business 
expectations, all point to growth weakening further in 
the months ahead, adding to a risk of GDP falling in the 
third quarter.  

“An upside to the deteriorating growth and demand 
picture is a further cooling of inflationary pressures. 
Manufacturing prices are falling at an increased rate 
and service sector inflation is continuing to moderate. 
Although ongoing upward wage pressures mean service 
sector price growth remains elevated, the survey data 
signal further, potentially marked, falls in consumer price 
inflation in the months ahead.




United States (24.07.23)  10

Summary from the report with my highlights: 

“July is seeing an unwelcome combination of slower 
economic growth, weaker job creation, gloomier 
business confidence and sticky inflation.  

“The overall rate of output growth, measured across 
manufacturing and services, is consistent with GDP 
expanding at an annualized quarterly rate of 
approximately 1.5% at the start of the third quarter. That's 
down from a 2% pace signalled by the survey in the 
second quarter. 


“However, growth is being entirely driven by the 
service sector, and in particular rising spend from international clients, which is helping offset a becalmed 
manufacturing sector and increasingly subdued demand from US households and businesses.  

“Furthermore, business optimism about the year-ahead outlook has deteriorated sharply to the lowest seen so 
far this year. The darkening picture adds downside risks to output growth in the coming months which, alongside 
the slowing in the pace of expansion in July, will keep alive fear that the US economy may yet succumb to another 
downturn before the year is out. 


 https://www.pmi.spglobal.com/Public/Home/PressRelease/f9e645838d8641c3ac6501070f2dec989

 https://www.pmi.spglobal.com/Public/Home/PressRelease/bbdd92c5f4a34bb5975b23263409ad3d10

https://www.pmi.spglobal.com/Public/Home/PressRelease/bbdd92c5f4a34bb5975b23263409ad3d
https://www.pmi.spglobal.com/Public/Home/PressRelease/f9e645838d8641c3ac6501070f2dec98
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“The stickiness of price pressures meanwhile 
remains a major concern. As the survey index of 
selling prices has acted as a reliable leading 
indicator of consumer price inflation, anticipating 
the easing to 3% in June, it sends a worrying 
signal that further falls in the rate of inflation 
below 3% may prove elusive in the near term. 
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