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Main Themes: All eyes were on the Federal Reserve 
last night, which suggested interest rates will 
remain near zero for some time, and would 
maintain bond purchases. The Fed’s cautious 
outlook weighed on share markets, while bond 
yields and the US dollar fell.   

Share Markets: Share markets turned negative last 
night after the Federal Reserve released its weak 
assessment of the outlook. It was a volatile session, 
but the Dow closed 1.0% lower, and the S&P500 fell 
0.5%. Banks dragged down the index, weighed 
down by the prospect of yield curve control. Higher 
tech stocks however, boosted the Nasdaq which 
managed to gain 0.7%.   

Interest Rates: Yields on US treasuries fell after the 
Federal Reserve suggested interest rates will stay 
near zero levels for some time and bond purchases 
will remain in place. US 10-year yields fell 10 basis 
points to 0.73%.  Yields on 2-year notes fell 4 basis 
points to 0.17%.  

Foreign Exchange: The US dollar index weakened 
on the cautious view from the Federal Reserve, 
hitting its lowest since early March. The Australian 
dollar is continuing to hover around 70 US cents, 
gaining support from the weaker US dollar.  

Commodities: Oil prices were mixed, despite data 
showing crude inventories reaching a record high. 
Gold prices rose after the Fed’s indicated it was 
likely to maintain a very easy monetary policy 

stance. 

COVID-19: There were 105,621 new cases in the 
past 24 hours, taking cases globally to 7,145,539. 
The World Health Organisation (WHO) raised 
concerns about the increase in cases in Latin 
America.  

In Australia, the Department of Health reported 7 
new cases taking the total to 7,276.   

Australia: The impact of COVID-19 on the economy 
is weighing on the outlook for housing. New home 
lending (excluding refinancing) declined 4.8% in 
April. The decline in lending was not as bad as 
feared, given the weight of COVID-19 restrictions in 
the month (similar to other recent housing 
indicators - building approvals and dwelling prices). 
However, the Australian Bureau of Statistics (ABS) 
has reported that April loan commitments largely 
reflected loan applications submitted in March, 
before major restrictions were introduced.  

With housing turnover sharply lower and the loss of 
jobs and incomes and uncertainty over the outlook 
suggests that home lending will likely remain weak 
in coming months. 

Owner-occupier lending (excluding refinancing) fell 
5.0% in April. However, refinancing surged 13.8% in 
April, the biggest monthly rise since January 1990. 

Lending to investors fell 4.2%. It was the fourth 
consecutive monthly fall in investor lending. COVID-
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19 has brought a wide array of uncertainty for 
investors. Rising vacancy rates and concerns on the 
impact of slower migration flows on population are 
likely factors weighing on investor demand. 

In separate data released yesterday, the Westpac-
Melbourne Institute consumer sentiment index rose 
6.3% to 93.7 in June. The index is at its highest since 
February, and has fully recovered from the massive 
fall over March and April. Consumers are 
increasingly encouraged by the containment of 
COVID-19 and the lifting of restrictions. The index is 
still suggesting consumers are pessimistic, but 
indicates that a recovery is likely to be underway.  

China: The pace of inflation slowed in the year to 
May to 2.4%, from an annual rate of 3.3% in April. 
Wholesale inflation shrunk 3.7% in the year to May, 
suggesting deflationary pressures in the pipeline. 

New Zealand: Manufacturing activity volumes 
dropped 1.7% in Q1, driven by the adverse impact 
from COVID-19. 

United States: In its policy meeting yesterday, the 
FOMC maintained its commitment of keeping 
official interest rates at between 0-0.25%, and asset 
purchases of around $120 billion per month. In the 
Fed’s projections, the majority of FOMC members 
expect to keep interest rates at near zero levels 
since at least 2022. The Fed talked of “considerable 
risks” over the medium-term.  

The median forecasts of FOMC members have GDP 
contracting 6.5%, and the unemployment rate is 
expected to reach 9.3% for the end of 2020.  

In his press conference, Powell said that the May 
payroll report could mark the low point for the 
labour market, but highlighted uncertainty and that 
it would take some time to restore the lost jobs due 
to the pandemic. On other policy measures, the 
FOMC received a briefing on yield curve control and 
that discussions will continue at upcoming 
meetings. Powell said that its effectiveness was an 
“open question”.  

Consumer prices declined 0.1% in May, and have 
declined for three consecutive months. Annual 
inflation eased further from 0.3% in April to 0.1% in 
May, the weakest since 2015. Weak oil prices and 
the plunge in demand for goods and services are 
keeping price growth subdued.  
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Today’s key data and events: 

 

UK RICS House Price Bal. May exp -24% prev -21% (9:01am) 

JN BSI Large All Industry Q2 exp -38.4 prev -10.1 (9:50am) 

AU Consumer Inflation Expectations Jun prev -10.1 (11am) 

US Producer Prices May exp 0.1% prev -1.3% (10:30pm) 

US Initial Jobless Claims Jun 6 exp 1550k prev 1877k 
(10:30pm) 

US Import and Export Prices May (10:30pm) 

US UoM Cons. Sentim. Jun Prel. exp 75.0 prev 72.3 (12am) 

 

Times are AEST. All data forecasts are m/m or q/q and seasonally adjusted unless 
otherwise specified. Forecasts for Australian data are our forecasts and for other 
countries they are consensus forecasts. 
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The Detail 
 
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not 
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives 
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be 
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply 
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne 
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in 
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change. 
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees 
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of 
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or 
transmitted without the written consent of Bank of Melbourne. 
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