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Main Themes: Reports that US President Biden may 
lift the capital tax gains for high-income earners 
dominated market direction overnight. US share 
markets fell and demand for government bonds 
rose. 

Share Markets: US share markets sank overnight, 
led lower by banking stocks after reports US 
President Joe Biden will propose a capital gains tax 
as high as 43.4% for the wealthy. The Dow Jones 
dropped 321 points (or -0.9%), the S&P 500 fell 38 
points (or -0.9%) and the Nasdaq dropped 132 
points (or -0.9%). 

Interest Rates: US bond yields fell at the longer end 
of the yield curve. The US 10-year yield dropped 2 
basis points to 1.54%. Meanwhile, the US 2-year 
bond yield closed unchanged at 0.15%. 

Foreign Exchange: The Australian dollar was under 
downward pressure overnight, falling from an 
overnight high of 0.7765 to a low of 0.7691. 

Commodities: The gold price rose, as some 
investors searched for safe-haven assets on 
suggestions Biden would be lifting the capital gains 
tax. 

COVID-19: The Federal government is cutting the 
number of arrivals from India by a third.  

Australia: There was no major economic data 
yesterday in Australia. 

Eurozone: The European Central Bank (ECB) met 

overnight and reaffirmed its determination to keep 
borrowing costs low, repeating it will maintain its 
recently increased pace of bond purchases until the 
bloc’s economy is firmly on the path to recovery.  

United States: Initial jobless claims continued their 
downward trajectory, defying consensus that had 
seen an increase following the previous week's 
sharp drop. New filings came in at 547,000, down 
from a revised 586,000 in the prior seven days.  

Existing home sales fell 3.7% in March, the second 
straight month of declines. Demand remains firm, 
but strong growth in house prices and a scarcity of 
inventory has contributed to the fall in sales. 
Indeed, the typical home that sold in March spent 
only 18 days on the market, the fastest pace on 
record. 

The Kansas City Fed manufacturing index rose to 31 
in March, from 26 in February. The index of prices 
paid for raw materials compared to a month ago 
also reached the highest level in the survey’s 
history. Separately, the Chicago Fed National 
Activity index rose to 1.71 in March, from -1.21 in 
February. Both indexes beat market expectations. 

Press reports suggest US President Biden will 
propose almost doubling the capital gains tax rate 
on people making $1 million to 39.6%. A 3.8% tax 
on investment income that funds Obamacare would 
be kept in place, meaning federal rates for investors 
could be as high as 43.4%. The extra revenue would 
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be to help pay for social-spending initiatives. 

Biden opened his climate summit by pledging to cut 
US greenhouse gas emissions 50%-52% from 2005 
levels by the end of the decade and urged world 
leaders to accelerate their efforts. Poor countries 
made clear they expect money from wealthier 
nations to boost their own efforts to curb warming, 
while China and India kept to previously announced 
targets. 
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Today’s key data and events: 

 

AU Markit PMI Composite Apr prev 55.5 (9:00am) 

AU Markit PMI Services Apr prev 55.5 (9:00am) 

AU Markit PMI Manufacturing Apr prev 56.8 (9:00am) 

UK Retail Sales Mar exp 1.5% prev 2.1% (4pm) 

EZ Markit PMI Composite Apr exp 52.9 prev 53.2 (6pm) 

EZ Markit PMI Services Apr exp 49.1 prev 49.6 (6pm) 

EZ Markit PMI Manufacturing Apr exp 62.0 prev 62.5 (6pm) 

US Markit PMI Composite Apr prev 59.7 (11:45pm) 

US Markit PMI Services Apr exp 61.5 prev 60.4 (11:45pm) 

US Markit PMI Mfg Apr exp 61.0 prev 59.1 (11:45pm) 

US New Home Sales Mar exp 14.2% prev -18.2% (12am) 

 

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 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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