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Main Themes: Risk sentiment rebounded alongside 
the release of the Fed’s May meeting minutes. The 
minutes reinforced market expectations for further 
50 basis point rate hikes at the Fed’s June and July 
meetings. US equity markets advanced, the yield 
curve flattened, and the US dollar strengthened. 

Share Markets: US share markets traded broadly 
flat, before rallying alongside the release of the Fed 
minutes. The NASDAQ rose 1.5%, while the S&P 500 
and the Dow Jones climbed 1.0% and 0.6%, 
respectively. 

The ASX 200 closed 0.4% higher yesterday.  

Interest Rates: The US yield curve flattened as 
short-end yields edged higher and longer dated 
yields eased. The US 2-year treasury yield rose 1 
basis point to 2.49%, while the 10-year yield fell 1 
basis point to 2.75%. 

A 50 basis point hike in the Fed funds rate is fully 
priced for the Fed’s June meeting.  

The Australian 3-year government bond (futures) 
yield fell from a high of 2.85% to a low of 2.79%, 
before setting at 2.82%. The 10-year government 
bond (futures) yield fell from a high of 3.28% to a 
low of 3.21%, before rebounding to close at 3.24%. 

Interest rate markets are pricing the cash rate to be 
30 basis points higher following the Reserve Bank’s 
(RBA) June meeting. 

Foreign Exchange: The Aussie dollar softened 

overnight, ranging between a high of 0.7119 and a 
low of 0.7036. The AUD/USD pair is currently 
trading around 0.7090. 

The US dollar strengthened against a basket of its 
G-10 peers. The USD index climbed from a low of 
101.73 to a high of 102.45, before consolidating at 
around 102.10. 

Commodities: Commodity prices were broadly 
weaker overnight. Gold and copper softened, while 
oil bucked the trend and edged higher. 

Australia: Construction activity fell in the first 
quarter of 2022, alongside disruption from Omicron 
and flooding across parts of NSW and Queensland. 

Construction work done slipped 0.9% in the March 
quarter, while the December quarter outcome was 
revised up to 0.6%, from -0.4% previously.  

The largest declines in construction activity were 
observed in NSW and Queensland, due mostly to 
flooding across the two states over the March 
quarter. Meanwhile, construction work accelerated 
in Victoria and WA. 

A slow down in building construction in both the 
residential and non-residential sectors underpinned 
the decline in activity, while engineering 
construction was also softer in the quarter. 

Reserve Bank (RBA) Assistant Governor Ellis gave a 
speech to the Urban Development Institute of 
Australia (UDIA) National Congress yesterday. The 
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speech summarised how Australian’s preferences 
for housing changed during the pandemic, the 
related impact this had on housing demand and 
how housing supply has reacted to this change.  

New Zealand: The Reserve Bank of New Zealand 
(RBNZ) lifted the official cash rate (OCR) by 50 basis 
points yesterday, as widely expected. The move 
takes the OCR to 2.00%, up from 0.25% at the 
beginning of the cycle. The RBNZ also lifted its 
expectations for the path of the OCR, projecting a 
peak of close to 4.0% in the second half of 2023, 
compared to 3.4% previously. The RBNZ also 
expects the majority of its policy tightening to be 
‘front loaded’; the OCR is expected to reach 3.5% by 
the end of this year. 

United States: Durable goods orders advanced 0.4% 
in April, just shy of consensus expectations of a 
0.6% rise. Meanwhile, March’s outcome was 
revised down to 0.6%, from 1.1% previously. The 
result highlights sustained demand for business 
equipment and merchandise, despite rising cost 
pressures. 

The minutes to the Fed’s May meeting revealed 
that members voted unanimously in favour of a 50 
basis point rate hike, while consecutive 50 basis 
point increases at the June and July meetings were 
largely endorsed. A larger 75 basis point increase 
was not considered. Members highlighted that 
inflation risks remained tilted to the upside as the 
war in Ukraine and lockdowns in China present 
considerable uncertainty and the economy remains 
on strong footing. The committee agreed it was 
important to move “expeditiously to a more neutral 
policy stance” and noted that a “restrictive stance” 
may be appropriate in the future, subject to the 
evolution of the economy and inflation. 
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Today’s key data and events: 

 

AU Private Capital Expenditure Q1 exp 1.1% prev 1.1% 

(11:30am) 

US GDP Annualised Q1 exp -1.3% prev -1.4% (10:30pm) 

US Core PCE Q1 exp 5.2% prev 5.2% (10:30pm) 

US Pending Home Sales Apr exp -2.0% prev -1.2% (12am) 

US Kansas City Fed Index May exp 18 prev 25 (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 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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