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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 Federal Reserve Chair Powell 
warned of more rate hikes to come, leading to a sell 
off in share markets and lifting volatility in bond 
markets. 

Share Markets: US share market indexes fell after 
Fed Chair Powell issued warnings about further rate 
hikes. Tech shares were particularly hit as AI names 
weakened. The Dow closed 0.3% lower, the S&P slid 
0.5% and the Nasdaq shed 1.2%. 

Interest Rates: The US 2-year treasury yield was 
volatile, initially jumping from 4.69% to 4.74% 
following strong UK inflation data and later testing 
4.75% during Fed Chair Powell’s testimony. But 
then it retraced and at the close was 3 basis points 
higher at 4.72%. The US 10-year yield round tripped 
from 3.73% to 3.79% and closed unchanged at 
3.72%. Interest-rate markets are almost fully priced 
for a rate hike when the Fed next meets on 27 July.  

Foreign Exchange: The US dollar index was sold off 
modestly in the overnight session. That saw 
EUR/USD rise from 1.0910 to a one-month high of 
1.0990. USD/JPY round tripped from 141.70 to a 7-
month high of 142.36 and back. Meanwhile, 
AUD/USD roundtripped from 0.6800 to 0.6741 and 
back.  

Commodities: Gold was weaker and oil unchanged. 

Australia: There was no major economic data out 
yesterday. 

United Kingdom: Inflation remained higher than 

expected for a fourth month, shortening market 
odds that the Bank of England will raise interest 
rates to nearly 6%. The consumer price index (CPI) 
rose 0.7% in May, above consensus forecasts for a 
rise of 0.5%. In year-on-year terms, headline CPI 
stayed steady at 8.7%.  

Core inflation, which excludes food and energy, 
accelerated unexpectedly from 6.8% in April to a 
31-year high of 7.1%.  

The Office of National Statistics (ONS) noted that 
services inflation continued to rise, with gains in 
recreation and culture at 30-year highs. 

United States: Federal Reserve Chair Jerome Powell 
signalled the Fed will raise rates twice more this 
year, calling that "a pretty good guess." He told a 
House panel that officials can now move at a more 
moderate pace to bring down inflation.  

Powell also said the Fed is running down its balance 
sheet at a pace of about $1 trillion a year. 
Lawmakers pressed him on plans to strengthen 
supervision of regional and big banks. 

 

Please see over the page for the calendar of events 
over the next 24 hours 
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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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Besa Deda, Chief Economist 
Ph: +61 404 844 817

Today’s key data and events: 

 

NZ Trade May prev $427mn (8:45am) 

UK Bank of England Meeting exp 4.75% prev 4.50% (9pm) 

US Chicago Fed Index May exp -0.10 prev 0.07 (10:30pm) 

US Current Account Q1 exp $-218.0bn prev -$206.8bn 
(10:30pm) 

US Initial Jobless Claims Jun 17 exp 259k prev 262k 
(10:30pm) 

US Kansas Fed Index Jun exp -5 prev -1 (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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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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