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Main Themes: Risk sentiment declined sharply as 
investors continued to weigh the implications of 
elevated inflation, following a stronger-than-
expected US inflation report on Friday. Global 
equity markets plunged, bond yields surged and the 
US dollar strengthened against major currencies. 

Share Markets: Global equity markets plunged on 
growth and inflation fears. The S&P 500 tumbled 
3.9% on the day. The S&P 500 is down by more than 
20% since the beginning of 2022 and has moved 
into a bear market. The tech-heavy Nasdaq 
plummeted 4.7%, the largest one-day fall in over a 
month. The Dow Jones also dropped 2.8%. 

Interest Rates: Bond yields surged as expectations 
around interest rate hikes by the US Fed at the 
upcoming June meeting were increased. 

The 10-year treasury yield surged by 20 basis 
points, to 3.36%. This was the highest level since 
April 2011. The 2-year yield jumped by 29 basis 
points, to 3.35%. This was the highest level since 
November 2007. 

Markets are currently pricing around 72 basis points 
of interest rate increases at this week’s Federal 
Reserve meeting. Several analysts now expect the 
Fed to deliver a 75-basis-point hike at the meeting 
and some analysts are even suggesting that a 100-
basis-point hike is a possibility. 

The Australia 10-year government bond yield 
(futures) jumped to 3.95%, after markets were 
closed yesterday. The 3-year government bond 

yield (futures) jumped to 3.49%. 

Foreign Exchange: The US dollar rose against a 
basket of major currencies. The USD Index rose 
from a low of 104.25 to a high of 105.29, its highest 
level since December 2002. The index was trading 
at 105.20 at the time of writing. 

The AUD/USD pair declined to its lowest level in 
almost a month, in line with a fall in risk sentiment. 
The pair fell from a high of 0.7041 to a low of 
0.6912, before recovering to trade at 0.6925 at the 
time of writing. 

Commodities: Copper and iron ore were down on 
the day. Gold rose, while iron ore prices remained 
around US$120 a barrel. 

Australia: There were no major economic data 
releases yesterday. 

New Zealand: Monthly net migration fell to -80 in 
April, following a revised 926 gain in March. In 
annual terms, net overseas migration declined by 
8,668 people over the year to April. This follows a 
declined of 9,446 people over the year to March. 

United Kingdom: The economy contracted for a 
second consecutive month, as monthly GDP fell by 
0.3% in April. This followed a 0.1% fall in March. The 
major sectors of services, production and 
construction all contributed to the monthly decline 
for the first time since January 2021. The outcome 
was below consensus expectations of a 0.1% gain. 

Industrial production fell by 0.6% in April, down 
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from the 0.2% decline in March. This was below 
consensus expectations of a 0.3% gain. 

 

 

 

Jarek Kowcza, Senior Economist 

Ph: 0481 476 436 

Today’s key data and events: 

 

AU NAB Business Survey May (11:30am)  

  Conditions prev 20  

  Confidence prev 10  

JN Indust. Production Apr Final prev -1.3% (2:30pm) 

UK ILO Unemploy. Rate Apr exp 3.7% prev 3.7% (4pm)  

EZ EU ZEW Expectations Jun prev -29.5 (7pm)  

EZ Industrial Production Apr prev -1.8% (7pm)  

US PPI May y/y exp 10.8% prev 11.0% (10:30pm) 

 

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 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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