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Main Themes: A chorus of central bankers made 
comments overnight, spurring traders to accelerate 
rate-hike expectations in the major economies. 
Yields on US bonds, German bunds and British gilts 
surged. US share markets finished lower, alongside 
expectations of potential aggressive Fed tightening. 

Share Markets: US share markets erased early gains 
to finish the day lower. The NASDAQ led the 
decline, shedding 2.1%. The S&P 500 and the Dow 
Jones fell 1.5% and 1.0%, respectively. 

The ASX 200 gained 0.3% in yesterday’s trade, 
closing less than half a percent below August’s 
record high. 

Interest Rates: A raft of hawkish comments from 
Fed officials pushed US bond yields higher. The 
2-year treasury yield jumped 11 basis points to 
2.68%, its highest level since December 2018. The 
10-year treasury yield gained 8 basis points to 
2.91%.  

Interest-rate markets have fully priced two 
consecutive 50 basis point rate hikes from the Fed 
in May and June. 

The Australian 3-year government bond (futures) 
yield rose 6 basis points to 2.83%, its highest level in 
more than seven years. The 10-year government 
bond (futures) yield increased from a low of 3.12% 
to a high of 3.20%. 

A 15 basis point rate hike from the RBA is fully 
priced for June. A larger, 40 basis point, move is 

almost fully priced.  

The yield on the 2-year British gilt spiked 17 basis 
points to 1.73%, while the 10-year yield jumped 10 
basis points to 2.00%. Interest rate markets have 
fully priced a 25 basis point move from the Bank of 
England (BOE) in May. 

The 2-year German bund yield increased 15 basis 
points to 0.18%, while the 10-year yield rose 9 basis 
points to 0.94%.  

Foreign Exchange: The Aussie dollar weakened 
overnight. The AUD/USD pair eased from a high of 
0.7458 to a low of 0.7365, before settling around 
0.7374.  

The US dollar strengthened against a basket of its 
G-10 peers. The USD index increased from a low of 
99.82, to a high of 100.64, before consolidating 
around 100.60. 

Commodities: Commodities were broadly higher 
overnight. Oil, iron ore and copper rose, while gold 
bucked the trend, easing 0.3%. 

Australia: There were no major economic data 
releases yesterday. 

Eurozone: The European Central Bank (ECB) Vice 
President said rate hikes could come as soon as July. 
The comments spurred traders to bring forward 
rate-hike expectations, leading to a surge in bund 
yields. 

Growth in the consumer price index (CPI) in March 
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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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was finalised one percentage point lower for both 
headline and core measures. The CPI jumped 7.4% 
over the year to March, up from a 5.9% annual rise 
in February. Core CPI, which excludes volatile items 
such as food and energy, rose 2.9% in annual terms. 

Consumer confidence stabilised slightly in April, 
beating consensus expectations of a further 
deterioration in sentiment. Consumer confidence 
increased to -16.9, from -18.7 in March. 

New Zealand: Consumer price inflation surged to its 
fastest pace in more than 32 years. The consumer 
price index (CPI) grew at an annual pace of 6.9% in 
the December quarter. This is up from a 5.9% 
increase over the year to the September quarter. In 
the quarter, prices rose 1.8%, which was slightly 
below consensus expectations for a result of 2.0%.  

The strong result reinforces the Reserve Bank of 
New Zealand’s decision to hike the official cash rate 
by 50 basis points last week. 

United Kingdom: The BOE‘s Catherine Mann 
prefaced a potential 50 basis point rate rise in May, 
suggesting a quarter point rate increase may not be 
enough to combat rising inflationary pressures. 

United States: Fed Chair Powell and Fed member 
Daly backed the ‘front loading’ of rate hikes and 
confirmed a 50 basis point move in May is on the 
table. Meanwhile, St Louis Fed Chair Bullard 
suggested the possibility of a 75 basis point hike at 
the Fed’s next meeting.  

The Philadelphia Fed index sank to 17.6 in April, 
from 27.4 in March. The survey reveals that cost 
pressures are continuing to build, the measure of 
prices paid surged to its highest level since June 
1979. There is also evidence that firms are 
increasingly passing on higher costs to consumers. 

The leading index rose 0.3% in March, following a 
revised 0.6% increase in February. An improvement 
in jobless claims underscored March’s rise, while 
worsening consumer expectations dragged on the 
index. 
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Today’s key data and events: 

 

UK GfK Cons. Sentiment Apr exp -33 prev -31 (9:01am) 

JN CPI Mar y/y exp 1.2% prev 0.9% (9:30am) 

UK Retail Sales Mar exp -0.3% prev -0.3% (4pm) 

EZ Markit Mfg PMI Apr Prel. exp 54.9 prev 56.5 (6pm) 

EZ Markit Services PMI Apr Prel. exp 55.0 prev 55.6 (6pm) 

UK Markit Mfg PMI Apr Prel. exp 54.0 prev 55.2 (6:30pm) 

UK Markit Serv. PMI Apr Prel. exp 60.0 prev 62.6 (6:30pm) 

US Markit Mfg PMI Apr Prel. exp 58.0 prev 58.8 (11:45pm) 

US Markit Services PMI Apr Prel. exp 58.0 prev 58.0 

(11:45pm) 

 

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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be made on the basis of  the Information without first seeking expert f inancial advice. For persons  with whom Bank of  Melbourne has a  contract 
to supply Information, the supply of  the Information is made under tha t contract and Bank of  Melbourne’s agreed terms of supply apply. Bank of  
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discussed in the Information. Bank of Melbourne owns copyright in the information unless otherwise indicated. The Information should not be 
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