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Main Themes: Bond yields climbed and US equity 
prices declined as US inflation reached a 40-year 
high and the European Central Bank pulled back 
stimulus sooner than previously indicated. Oil prices 
fell for a second consecutive day. 

Share Markets: The Dow fell 0.3% and the S&P 500 
declined 0.4%, partly paring losses as oil prices 
moved lower. The ASX 200 rose 1.1%. 

Interest Rates: US treasury yields increased 
following the European Central Bank decision and 
US inflation data. The 10-year treasury yield rose 
3 basis points to 1.99% while the 2-year yield 
climbed 2 basis points to 1.70%. 

Markets are fully priced for a 25 basis point Fed 
hike in March. 

Australian 10-year (futures) yields rose 3 basis 
points to 2.40% while 3-year futures yields were up 
5 basis points to 1.84%. 

Markets are fully priced for the Reserve Bank to 
hike the cash rate by 15 basis points in June.  

Foreign Exchange: The AUD/USD pair increased 
from 0.7324 to 0.7358, as commodity currencies 
outperformed. Meanwhile, the safe haven US dollar 
rose.  

Commodities: Oil prices declined for a second 
consecutive day. WTI fell to $106, well down from 
the recent high over $130. 

Copper prices declined while gold crept higher. 

Australia: Consumer inflation expectations jumped 

to their highest level since August 2012. The 
Melbourne Institute’s inflation expectations gauge 
reached 4.9% in March, meaning consumers expect 
prices to rise by 4.9% over the next 12 months. This 
is up from 4.6% in February. 

Eurozone: The European Central Bank left policy 
rates on hold although but accelerated the pace of 
the unwind of quantitative easing. The move signals 
that the central bank is more concerned about 
inflation than the Ukraine war hitting growth. The 
inflation forecast for 2022 was revised up to 5.1% 
from 3.2%.  

Purchases under the Asset Purchase Program (APP) 
will now be €40bn in April, €30bn in May and €20bn 
in June. Previously the central bank indicated 
purchases would continue at €40bn per month 
through Q2, €30bn through Q3, and then €20bn in 
Q4. Any adjustment to interest rates will take place 
“some time” after the end of the APP and will be 
“gradual”. 

New Zealand: The spread of the Omicron variant in 
February resulted in the first fall in retail card 
spending in six months. Retail card spending dipped 
7.8% in February, following a 2.9% rise in January. 

United States: CPI rose to a new 40-year high in 
February, up 0.8% in the month and 7.9% in 
year-ended terms. The result was in line with 
expectations. The core measure also rose further, 
up 0.5% in the month and 6.4% over the year. Plus, 
inflation is expected to rise further after oil prices 
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surged in early March. A rate hike at the Federal 
Reserve meeting next week is all but assured. 
Consensus forecasts point to a 25 basis point lift 
although there continues to be some speculation 
about a 50 basis point hike. 

Russia & Ukraine: Talks between the Russian and 
Ukraine foreign ministers made no ground. Russia 
advised that a cease-fire is not on the table and 
gave no commitments on humanitarian corridors. 
Russia has destroyed about $100 billion of 
Ukrainian assets and infrastructure, according to 
Ukrainian officials.  

 

 

 

Matthew Bunny, Economist 

Ph: (02) 8254 0023 

Today’s key data and events: 

 

NZ BusinessNZ Mfg PMI Feb prev 52.1 (8:30am) 

AU RBA's Governor Lowe Panel Participation (9:15am) 

UK Industrial Production Jan exp 0.1% prev 0.3% (6pm) 

US UoM Cons. Sent. Mar Prel. exp 61.0 prev 62.8 (2am) 

 

Times are AEDT. 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 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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