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Main Themes: US equity markets were mixed, US 
bond yields retreated and the US dollar was sold 
off. More US Fed officials suggested the Fed needs 
to move faster with rate hikes. 

Share Markets: US share markets ended mixed 
amid corporate earnings results and the prospect of 
higher interest rates. The Dow 0.7% but the S&P 
500 slid 0.1%. The Nasdaq dropped 1.2% after a 
heavy sell off in Netflix, which posted its first 
subscriber decline in over a decade. 

Interest Rates: US bond yields retreated overnight. 
The US 2-year and 10-year bond yields each 
declined by 2 basis points. 

The Australian 3-year government bond yield 
(futures) ranged between 2.68% and 2.73%, while 
the 10-year yield ranged between 3.09% and 3.15%. 
Interest-rate markets are currently pricing the cash 
rate to be 37bp higher at the June meeting.  

Foreign Exchange: Demand for the Australian dollar 
firmed in overnight trade. The AUD/USD pair rose 
from a low of 0.7345 to a high of 0.7400. However, 
the AUD/USD in the near term appears to likely 
remain in a trading range of 0.7375-0.7600. A sell 
off in the USD index helped drive the AUD/USD 
higher in overnight trade. 

Commodities: The US Energy Information Agency 
(EIA) reported that US oil stocks fell by 8.02 million 
barrels last week - the biggest decline since January 
2021. Data also showed the US exported the 

greatest crude and fuel volume in history. Further, 
Russia's output drop accelerated in April.  

Australia: The six-month annualised growth rate in 
the Westpac-Melbourne Institute leading index 
lifted to 1.71% in March, from 1.02% in February. 
The result suggests a pick-up in growth over coming 
months. 

Eurozone: Industrial production bounced 0.7% in 
February, fully reversing tis decline in January. 

In Europe, the Governor of the central bank of 
Latvia suggested the European Central Bank (ECB) 
may hike as soon as July and more tightening will 
probably be required later in the year amid 
"significant" inflation risks. His ECB colleague, 
Joachim Nagel, said an increase may come early in 
the third quarter if officials decide to end bond 
purchases at the end of June. 

United States: Interest-rate markets are fully priced 
for 50 basis point moves in both May and June in 
the US. US officials overnight did little to dissuade 
this pricing. The Fed’s Charles Evans said he is 
“open to doing 50-basis-point increases to front-
load this a little bit" and the Fed’s Mary Daly said 
there's a "really solid" case for a 50 basis point 
move next month. Daly also called on the central 
bank to be "expeditious" and get rates to neutral - 
around 2.5% - by the end of the year. 

Existing home sales pulled back to an annualised 
rate of 5.77 million units in March, from 5.93 million 
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units in February. The fall reflects rising mortgage 
costs and inflation, although homes are selling 
rapidly at just 17 days of listing.  

The Federal Reserve's Beige Book of regional 
economic conditions reiterated that the economy is 
growing at a "moderate pace" while inflationary 
pressures remained strong. Steep increases in raw 
materials, transportation, and labour costs were 
noted, especially by manufacturers. The Beige Book 
also said there were "spikes" in prices for energy, 
metals, and agricultural commodities. These spikes 
are due to the Ukraine war and Covid-related 
lockdowns in China further disrupting supply chains. 
Moreover, strong demand was enabling firms to 
pass through rising input costs to customers. 
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Today’s key data and events: 

 

NZ CPI Q1 exp 2.0% prev 1.4% (8:45am)  

EZ CPI Mar Final exp 2.5% prev 2.5% (7pm)  

EZ Consumer Confidence Apr exp -20.0 prev -18.7 (12am)  

US Philad. Fed Index Apr exp 21.7 prev 27.4 (10:30pm) 

US Leading Index Mar exp 0.3% prev 0.3% (12am) 

 

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. 

 
 
Any unauthorised use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 
141 AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 

 


