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Main Themes: A strong US jobs report on Friday 
kept expectations alive for the US Federal Reserve 
to maintain an aggressive approach to tightening 
policy. US share markets slumped and demand for 
the US dollar lifted, knocking the Aussie dollar off a 
one-month high. Australian markets are awaiting 
the Reserve Bank decision tomorrow. A rate hike of 
25 basis points is fully priced in with a bigger-sized 
hike partially priced (72% for 40 basis points and 
nearly 60% for 50 basis points). 

Share Markets: US share markets slumped after a 
strong US jobs report suggested the Fed will stay on 
track for aggressive rate hikes. The S&P 500 sunk 68 
points (or -1.6%), the Dow dropped 349 points (or  
-1.1%) and the Nasdaq fell 304 points (or -2.5%). 

Interest Rates: The US 2-year bond yield declined 1 
basis point to 2.63% and the 10-year bond yield 
ended unchanged at the close at 2.91%. 

Interest-rate markets are fully priced for a hike of 
25 basis points from the RBA tomorrow and have a 
probability of 72% attached to a move of 40 basis 
points. The probability is 57% for 50 basis points. 

In a Bloomberg survey published Friday, the median 
among economists centres on a hike tomorrow of 
40 basis points. However, of the 23 forecasters, 3 
expect a bigger-sized move of 50 basis points and 9 
expect 25 basis points. 

Foreign Exchange: The AUD/USD rose to a 1-month 
high of 0.7283 in late Asian trading on Friday, but 

then retreated towards 0.7200 on Friday night. 
Strong US jobs data underpinned demand for the 
USD, spurring a sell off in the AUD/USD exchange 
rate. 

Commodities: Commodity prices firmed on Friday 
night, including oil and gold. 

Australia: The value of new housing loan 
commitments fell 6.4% in April, following a rise of 
2.1% in the previous month. The decline was led by 
owner-occupier lending; the value of new housing 
loan commitments fell 7.3% for owner-occupier 
lending, while investor lending fell 4.8%. These 
were the largest monthly falls since May 2020. 

The falls were due to a softening housing market, as 
well as the close proximity of Easter and ANZAC day 
public holidays, which softened borrower demand 
and limited loan processing more than would 
usually occur in the month of April. 

China: Beijing will roll back limits on Monday as 
Covid ebbs, resuming public transport in most 
districts, and allowing workers to return to offices 
and restaurants to resume dining-in.  

United States: The US economy added 390,000 jobs 
in May, better than consensus expected despite 
fears of an economic slowdown and with a roaring 
pace of inflation. At the same time, the 
unemployment rate held at 3.6%, just above the 
lowest level since December 1969. Consensus 
expected non-farm payrolls to expand by 328,000 
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and the unemployment rate to edge lower to 3.5%. 
May’s total represented a pullback from the 
upwardly revised 436,000 in April and was the 
lowest monthly gain since April 2021. 

Average hourly earnings increased 0.3% from April, 
slightly lower than the 0.4% estimate by consensus. 
The year-over-year increase for wages slowed to 
5.2%, from 5.5% the month before. It is the second 
straight month the annual rate has eased, although 
it remains at an elevated pace. 

The ISM services index declined to 55.9 in May, 
from 57.1 in April, but remains above 50 and in 
expansionary territory. 

 

 

 

Besa Deda, Chief Economist 

Ph: (02) 8254 3251 

Today’s key data and events: 

 

AU Melb Inst. Inflation Gauge May y/y% prev 3.4% 
(11am) 

CH Caixin Composite PMI May prev 37.1 (11:45am) 

CH Caixin Services PMI May exp 46 prev 36.2 (11:45am) 

 

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 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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