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Data as at 8:00am AEST. Change is from the previous trading day (excluding the SFE, which is the change during the night session). Source: Bloomberg. 

 

Main Themes: The Australian dollar fell towards the 
bottom of the trading range it has been in over 
these past two months against the US dollar. 
Yesterday’s lift in the Australian dollar was a 
catalyst. Overnight, US equities have rallied on 
optimism about a possible US debt deal. US bond 
yields lifted ahead of US Chair Powell’s panel 
discussion tonight. 

Share Markets: US share markets gained on debt-
deal optimism, with the Nasdaq 100 rallying 1.5% to 
a 9-month high. The S&P 500 rose 0.9% and also 
closed at a nine-month peak. 

Interest Rates: US treasury yields rose on 
speculation that the Fed will keep rates higher for 
longer. The US 2-year yield gained 10 basis points 
and the 10-year yield rose 8 basis points at the 
close. 

Australian bond yields were higher at the close 
yesterday. However, the probability cash-rate 
futures are attaching to a rate hike when the 
Reserve Bank next meets in June dropped after 
yesterday’s rise in the unemployment rate. The 
probability remains low. 

Foreign Exchange: The AUD/USD fell from near 
0.6670 just before the employment data to an 
overnight low of 0.6605, as the rise in Australia’s 
unemployment rate made it more likely the Reserve 
Bank may pause at its June board meeting. In early 
trade today, the AUD/USD is lifting off this 

overnight low. The AUD/USD remains within the 
trading band of 0.6574 and 0.6818 it has been in for 
the past two months; we still see this as a 
consolidation phase. 

Commodities: Oil eked a small gain, but metals fell.  
European natural gas slumped below the €30 mark 
for the first time since mid 2021. 

Australia: The labour market has been in flux 
recently as the surge in labour supply from overseas 
arrivals has been soaked up by pent up demand for 
workers. However, this ability to soak up new 
supply appears to be waning, marking a significant 
turning point for the jobs market. 

Employment declined by 4.3k in April. However, at 
turning points like this the underlying trend is more 
significant. Over the six months to April, 
employment growth averaged 25k per month, 
significantly slower than the same period last year 
where jobs growth averaged near 110k per month. 
In other words, momentum is softening as the 
labour demand cools. 

While labour demand is losing momentum, labour 
supply is just hitting fifth gear. Surging overseas 
arrivals are driving strong growth in the working age 
population and the size of the labour force. In six-
month annualised terms, these numbers are still 
accelerating. 

As the number of people in the labour force 
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Data as at 8:00am. Change from previous trading day (excluding the SFE which is the change 
during the night session).  Source: Reuters, Bloomberg. 
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(+14.1k) rose by more than employment (-4.3k), the 
number of unemployed people lifted (+18.4k). This 
led to a rise in the jobless rate to 3.7%.  

Ongoing strength in the number of hours worked 
suggests that demand for labour is being partially 
met by people working more hours. This is a 
potential sign that businesses are shying away from 
adding headcount given the economic backdrop 
and are increasing hours instead.  

The labour market remains exceptionally tight. 
However, we are beginning to see signs that the 
turn in conditions is accelerating. As this dynamic 
evolves, we expect a further increase in the 
unemployment rate, though, this path may not 
necessarily be a straight line. 

United States: Sales of previously owned US homes 
fell in April, restrained by limited inventory and high 
mortgage rates. Contract closings decreased 3.4% 
to a 4.28 million annualised pace, the slowest in 
three months. It is below consensus expectations 
that centred on a result of 4.30 million.  

The Philadelphia Fed business activity index fell to 
minus 10.4 in May, from minus 31.3 in April. The 
result beat consensus expectations. 

Dallas’s Fed member Lorie Logan said expressed 
disappointment in the lack of progress on inflation. 
The voting member added she has an open mind 
ahead of the June meeting as new data trickles in.  

Meanwhile, Governor Philip Jefferson said he's 
watching for any delayed effects from past hikes. 

US House Speaker Kevin McCarthy said he expects 
the House to consider a debt ceiling deal next week.  
He said negotiations are in a "much better place" 
now, with the two sides discussing the scope of 
spending cuts and the borrowing increase. The 
Treasury's cash balance fell to $68.3 billion, the 
lowest since 2021. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Besa Deda, Chief Economist 
Ph: +61 468 571 786 

Today’s key data and events: 

 

NZ Trade Apr prev -$1.27bn (8:45am) 

JN CPI Apr y/y exp 3.5% prev 3.2% (9:30am) 

EZ Eco Bulletin (6pm) 

US Fed Williams Speech (10:45am) 

US Fed Bowen Bankers’ Conference Discussion (11pm) 

US Fed Chair Powell Policy Panel (1am) 

 

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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Senior Economist Economist 

Pat Bustamante Jameson Coombs 
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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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