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Main Themes: Comments from Fed Chair Jerome 
Powell stoked recession concerns, as the Fed 
reaffirmed its commitment to taming inflation. The 
decline in risk sentiment prompted a bond rally, 
putting downward pressure on yields and softening 
US dollar demand. US share markets eased. 

Share Markets: US share markets eased alongside 
comments from Fed Chair Powell acknowledging 
the risk of recession and reiterating the Fed’s 
commitment to curbing inflation. The S&P 500 and 
the NASDAQ snapped a two-day rally to close down 
0.1% and 0.2%, respectively. The Dow Jones 
finished the day 0.2% lower. 

The ASX 200 fell 0.2% yesterday. Futures are 
indicating a solid open this morning. 

Interest Rates: US Treasury yields tumbled as safe 
haven demand sparked a bond rally. The US 2-year 
treasury yield eased 14 basis points to 3.06%, while 
the 10-year yield fell 12 basis points to 3.16%.  

Interest rate markets are attaching a 96% 
probability to another 75 basis point rate hike at the 
Fed’s July meeting. Market pricing implies the 
federal funds rate will hit 3.5% by the end of the 
year. 

The Australian 3-year government bond (futures) 
yield fell 14 basis points to 3.61%. The 10-year 
(futures) yield dropped 16 basis points to 3.91%.  

Interbank cash rate futures imply an 83% 
probability the Reserve Bank will hike by 50 basis 

points at its July meeting. Interest rate markets 
expect the cash rate rise above 3% by the end of 
the year. 

Foreign Exchange: The Aussie dollar eased 
alongside a decline in risk sentiment. The AUD/USD 
pair fell from a high of 0.6972 to a low of 0.6881, 
before gaining some late momentum to close 
around 0.6926.  

The US dollar softened modestly against a basket of 
major currencies. The USD index fell from a high of 
104.95 to a low of 103.86, before settling around 
104.20. 

Commodities: The West Texas Intermediate (WTI) 
price of oil tumbled to a 6-week low overnight, 
briefly dipping below US$102 per barrel, before 
rebounding to close around US$106 per barrel. 

Gold and iron ore firmed, while copper softened. 

Australia:  The six-month annualised growth rate in 
the Westpac-Melbourne Institute leading index fell 
from 1.09% in April to 0.58% in May. The index 
continues to indicate above trend growth over the 
next three to nine months, despite the monthly fall. 

Eurozone: Consumer confidence took another step 
lower in June, according to preliminary estimates. 
The European Commission consumer confidence 
indicator dropped to -23.6, from -21.1 previously. 
This was the lowest reading since February 2013, 
eclipsing the low reached at the start of the 

 
Thursday, 23 June 2022 

 
 

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

Thursday, 25 May 2017 



Morning Report  
 

 
 

 
 

pandemic. 

New Zealand: The trade surplus narrowed to $263 
million in May, from a revised $440 million surplus 
in April. Imports surged to $6.7 billion, from $5.7 
billion previously, alongside a lift in demand as the 
impact of Omicron continues to fade. Exports also 
lifted from $6.2 billion to $7.0 billion 

Credit card spending rose 1.8% in May, following a 
revised 0.9% gain in April. The increase takes credit 
card spending 2.2% higher in annual terms. 

United Kingdom: Annual headline inflation reached 
a fresh 40-year high in May, accelerating at its 
fastest pace since March 1982. The consumer price 
index (CPI) rose 9.1% over the year to May, from 
9.0% previously.  In monthly terms, consumer price 
inflation edged up 0.7%, down from a 2.5% gain in 
April. Inflation met consensus expectations in both 
monthly and annual terms. 

Underlying inflation, which excludes more volatile 
items such as food and energy, rose 5.9% in annual 
terms. This was an improvement on the 6.2% 
annual jump recorded in April and slightly softer 
than market expectations of a 6.0% rise. However, 
an acceleration in services inflation suggests price 
pressures are broadening. 

The strong inflation outcome will likely reinforce 
expectations for the Bank of England to hike rates 
more aggressively to combat inflation. Indeed, 
interest rate markets are fully pricing a larger 50 
basis point rate hike at the Bank’s August meeting. 

United States: Fed Chair Jerome Powell warned 
that achieving a soft land would be “very 
challenging” and noted that a US recession is 
“certainly a possibility”. Powell, during a senate 
testimony, said the Fed is “moving expeditiously” to 
hike rates, noting that demand had already showed 
some signs of cooling in rate-sensitive sectors. 

Other Fed officials also added to commentary. 
Patrick Harker, head of the Philadelphia Fed branch, 
said that the US could have a couple of quarters of 
negative growth. Harker added that he wants to see 
the federal funds rate above 3% by year-end. 
Chicago Fed President, Charles Evans, said 
consideration for another 75 basis point hike at the 
Fed’s July meeting would be “very reasonable”, 
although 100 basis points is not necessary. 
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Today’s key data and events: 

 

JN Nikkei Services PMI Jun Prel. prev 52.6 (10:30am) 

JN Nikkei Mfg PMI Jun Prel. prev 53.3 (10:30am) 

UK Public Sector Borrowing May £17.8bn (4pm) 

EZ Markit Services PMI Jun Prel. (6pm) 

EZ Markit Mfg PMI Jun Prel. (6pm) 

UK Markit Manufacturing PMI Jun Prel. (6:30pm) 

UK Markit Services PMI Jun Prel. (6:30pm) 

US Markit Manufacturing PMI Jun Prel. (11:45pm) 

US Markit Services PMI Jun Prel. (11:45pm) 

US Kansas City Fed Index Jun prev 23 (1am) 

 
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 f inancial s ituation of  any potential reader. It does  not constitute,  and should not be relied on as, financial or  investment advice  or  
recommendations  (expressed or implied) a nd is not an invitation to take up securities or other f inancial products  or services. No decision should 
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  

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 decis ions made using the Informa tion. 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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