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Main Themes: Investor fears surrounding the global 
financial system appeared to calm further. The 
indexes of major global share markets rose and 
shorter-dated bond yields were higher. 

Share Markets: US share markets advanced as risk 
appetite continued to recover from banking 
turmoil, with investors turning their focus to Fed 
inflation data. The Dow rose 1.0%, the S&P 
increased 1.4% and the Nasdaq lifted 1.8%. 

Interest Rates: The generic US 2-year treasury yield 
bounced from 4.00% to 4.13% and closed 2 basis 
points higher at 4.10%. Meanwhile, the US 10-year 
yield bounced from 3.53% to 3.61% before closed 1 
basis point lower at 3.56%. Markets are pricing the 
Fed rate to be around 13 basis points higher at the 
next meeting on 3 May. 

Markets currently price the Reserve Bank cash rate 
to be unchanged at the next meeting on 4 April, but 
a 21% chance of a hike in May. A cash rate of 3.32% 
is priced in by the market by year’s end – that is, a 
rate cut of 25 basis points is fully priced.  

Foreign Exchange: The AUD/USD was trading at 
0.6713 ahead of yesterday’s inflation data. It sold 
off in the wake of the weaker-than-expected 
inflation result; the monthly gauge of inflation has 
stepped down sharply from 8.4% annual growth in 
December to 6.8% in February and is set to soften 
further. The sell off in the AUD took the AUD/USD 

to a low of 0.6662 yesterday. It is trading modestly 
above this low at the time of writing. Whilst the 
AUD/USD continues to show considerable volatility, 
it has remained stuck in a trading range of 0.6565-
6785 since late February. The Reserve Bank’s 
decision next week on Tuesday threatens to take it 
out of its range. 

Commodities: Gold and oil prices fell.  

Australia: The monthly consumer price index (CPI) 
indicator rose 6.8% over the year to February, well 
below consensus expectations for a 7.2% gain. The 
measure has now fallen 1.6 percentage points since 
December, suggesting disinflation is beginning to 
take effect. 

Housing (+9.9), food and non-alcoholic beverages 
(+8.0%) and transport (+5.6%) continue to be the 
largest contributors to elevated inflation. However, 
we are starting to see progress being made in these 
categories. 

Prices for holiday travel and accommodation have 
eased rapidly over the first two months of 2023. 
This follows large spikes into the end of 2022, as 
people took to the skies at any price. This category 
accounted for much of the upside surprise that 
spooked the RBA in the December quarter inflation 
report. 

Government policies remain a prominent theme in 
the inflation story. Prices for new dwelling 
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construction and electricity are coming off the boil 
as HomeBuilder continues to unwind and energy 
market intervention releases the pressure valve. 
Automotive fuel prices have also normalised after 
ructions from the reintroduction of the full rate of 
the fuel excise. 

Based on the January and February monthly 
readings, the Group view is quarterly inflation will 
slow 1.3%, but the risks are that it will be only a rise 
of 1.0%. If this comes to fruition, it would be the 
softest quarterly rise in inflation since late 2021. 

The monthly inflation indicator continues to 
support the view that inflation peaked in the 
December quarter and points to positive progress 
on reigning in price pressures. This adds to the 
weight of evidence suggesting the RBA is likely to 
pause its rate hike cycle next week. 

United States: The US Federal Deposit Insurance 
Corporation is facing almost $23 billion in costs 
from recent bank failures and considering steering a 
larger-than-usual portion of that burden to the 
nation's biggest banks, people familiar said. 

Pending home sales grew 0.8% in February, 
representing the third consecutive month of 
growth. After nearly a year, the housing sector’s 
contraction seems to be nearing an end. Year-over-
year, pending transactions dropped by 21.1%.  
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Today’s key data and events:  

 

AU Building Permits Feb -1.5% (8:45am) 

AU Job Vacancies Feb prev -4.9% (11:30am) 

EZ Confidence Indicators Mar (8pm) 

US Initial Jobless Claims Mar 25 exp 195k prev 191k 
(11:30pm) 

US GDP Q4 T Annualised exp 2.7% prev 2.7% (11:30pm) 

US Core PCE Q4 exp 4.3% prev 4.3% (11:30pm) 

 

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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