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Main Themes: The odds of a rate hike at next 
week’s Reserve Bank meeting have shortened 
materially after data yesterday showed Australian 
consumer price inflation is running at its highest 
level in more than two decades. Meanwhile, US 
equities stabilised, US bond yields rose and the US 
dollar touched a five-year high. 

Share Markets: US equities steadied after the 
recent heavy sell-off. The Dow and S&P 500 each 
edged up 0.2% while the Nasdaq closed unchanged. 
Meanwhile, the ASX 200 slipped 0.8%.  

Interest Rates: The US 10-year and 2-year treasury 
yields rose 11 basis points to 2.83% and 2.59%, 
respectively.  

Markets are fully priced for the Fed to hike 50 basis 
points at each of the next three meetings in May, 
June and July. 

The Australian 10-year (futures) yield rose 4 basis 
points to 3.15% and the 3-year futures yield 
increased 3 basis points to 2.86%. 

Markets are now fully priced for a 15 basis point 
rate hike at the Reserve Bank (RBA) meeting next 
week following yesterday’s bumper inflation data. A 
subsequent 25 basis point hike is fully priced for 
June. There is an 87% probability attached to a 
larger 50 basis point in June. Market pricing points 
to the cash rate reaching nearly 2.50% by the end of 
the year.  

Foreign Exchange: The AUD/USD pair fluctuated 

between 0.7191 and 0.7101 – a 2-month low –
despite expectations that the RBA will tighten 
sooner. The pair hit the low alongside a stronger US 
dollar, which touched its highest level since January 
2017, a five-year high. 

Commodities: The West Texas Intermediate futures 
price for crude oil fluctuated in a narrow range. It is 
currently sitting at around US$102 a barrel, 
alongside Germany’s support for a gradual ban on 
Russian crude and headwinds from China’s 
lockdowns.  

Meanwhile, gold slipped and copper rose. 

Australia: Consumer price pressures are mounting 
at a fast rate, blowing the Reserve Bank’s forecasts 
and consensus forecasts out of the water. The 
prospect of a rate hike at next week’s RBA meeting 
has risen considerably.  

In the March quarter, the headline consumer price 
(CPI) index rose a whopping 2.1% in quarterly terms 
to be 5.1% higher in annual terms. This is the 
hottest reading in quarterly and annual terms since 
the GST was introduced in the early 2000s. It was 
also well above consensus forecasts for a rise of 
1.7%. 

And trimmed mean inflation, which strips out more 
volatile price changes, will be making the Reserve 
Bank (RBA) sweat. This measure rose 1.4% in the 
quarter – the biggest quarterly jump since the 
December quarter in 1990 – to be 3.7% higher in 
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annual terms. It also outstripped consensus 
forecasts that centred on a rise of 1.2%. 

Annual non-discretionary inflation hit a huge 6.6%, 
more than double discretionary inflation, consistent 
with consumers reducing discretionary spending in 
lockdowns. 

Ahead of yesterday’s data, our central expectation 
has been for the RBA to kick off hiking from June. 
Earlier in April, the central bank stated there would 
be important information “over the coming 
months” on inflation and labour costs, laying the 
groundwork for a move in June (after the inflation 
report yesterday and the wages report on May 18). 
However, that assumed the outlook would evolve 
as the RBA expected. It clearly hasn’t on the 
inflation front. 

With inflation running materially hotter than 
expected, the odds of a rate hike at next week’s 
meeting have shortened significantly.  

United States: Pending home sales fell 1.2% in 
March to be 8.9% lower over the year. This marks 
the fifth consecutive month of declines amid rising 
borrowing costs, high prices and low inventory. 
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Today’s key data and events: 

 

NZ Trade Balance Mar prev -$385m (8:45am) 

JN Industrial Prod’n Mar Prel. exp 0.5% prev 2.0% 
(9:50am) 

NZ ANZ Bus. Confidence Apr prev -41.9 (11am) 

AU Trade Price Indices Q1 (11:30am) 

  Import Prices exp 3.2% prev 5.8% 

  Export Prices exp 11.0% prev 3.5% 

EZ Economic Confidence Apr exp 108.0 prev 108.5 (7pm) 

EZ Consumer Confidence Apr Final prev -16.9 (7pm) 

US GDP Annualised Q1 exp 1.1% prev 6.9% (10:30pm) 

US Kansas City Fed index Apr exp 35 prev 37 (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. 



Morning Report  
 

 
 

 
 

 

 
 

 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 

Contact Listing    

    
Chief Economist Economist   
Besa Deda Matthew Bunny   
dedab@bankofmelbourne.com.au matthew.bunny@bankofmelbourne.com.au   
(02) 8254 3251 (02) 8254 0023   
    
Senior Economist Associate Economist 

Jarek Kowcza Jameson Coombs 

jarek.kowcza@bankofmelbourne.com.au jameson.coombs@bankofmelbourne.com.au 

0481 476 436 0401 102 789 

 
 
 
 
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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