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Main Themes: Risk sentiment declined alongside 
renewed inflation and growth concerns. US equity 
markets snapped a two-day rally, while US bond 
yields rose. The 10-year treasury yield jumped over 
3% and oil closed over US$120 per barrel for the 
first time in 3 months. 

Share Markets: US share markets ended a two-day 
rally, tumbling on inflation and growth concerns. 
The S&P 500 led the decline, falling 1.1%. The Dow 
Jones and the NASDAQ fell 0.8% and 0.7%, 
respectively. 

The ASX 200 closed up 0.4% yesterday. Futures are 
pointing to a weak open this morning. 

Interest Rates: The US 2-year treasury yield climbed 
5 basis points to a 5-week high of 2.77%. The US 
10-year treasury yield also jumped 5 basis points to 
3.02%. 

Interest rate markets are fully pricing two 
consecutive 50 basis point rate hikes at the Fed’s 
June and July meetings. 

The Australian 3-year government bond (futures) 
yield eased 1 basis point to 3.13%, while the 
10-year (futures) yield rose 2 basis points to 3.57%. 

Interest rate markets are currently pricing 35 basis 
points of rate hikes at the Reserve Bank’s (RBA) July 
meeting. 

Foreign Exchange: The Aussie dollar softened 
overnight. The AUD/USD pair traded from a high of 

0.7235 to a low of 0.7176, before consolidating 
around 0.7191. 

The US dollar strengthened against a basket of 
major currencies. The DXY index ranged between a 
low of 102.27 and a high of 102.78 and is now 
trading around 102.54. 

Commodities: The West Texas Intermediate (WTI) 
price of oil rose to US$122.11 per barrel overnight, 
marking the first close over US$120 per barrel in 
three months. Concerns over a sharp rise in 
demand as the Chinese economy awakens from 
lockdown drove the shift. 

Gold, copper and iron ore also rose, while coal 
softened. 

Australia: There were no major economic data 
releases yesterday. 

Eurozone: The European Central Bank (ECB) meets 
tonight. It is widely expected that the Bank’s bond 
purchasing program will be dropped, paving the 
way for a hike in the policy rate at the following 
meeting. The remarks of ECB President Christine 
Lagarde will be a key focus in considering the likely 
size of the hike at the next meeting. 

March quarter GDP growth was revised up at final 
figures. Activity expanded 0.6% in the first quarter, 
beating preliminary and consensus estimates of a 
0.3% gain. Growth climbed to 5.4% in annual terms, 
up from 4.7% in the previous quarter. However, 
household consumption eased 0.7% as rising 
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inflation, exacerbated by the war in Ukraine, and 
weak confidence impacted spending. 

German industrial production expanded 0.7% in 
April, following a revised 3.7% contraction in March. 
The result was weaker than the 1.2% rise in 
production expected by consensus and takes 
industrial production 2.2% lower in annual terms. 

Japan: March quarter GDP growth was finalised 
at -0.1%, a slight improvement on the preliminary 
figure of -0.2% and stronger than the 0.3% 
contraction expected by consensus. The result 
follows a 1.0% rise in activity in the December 
quarter. 

Meanwhile, the current account surplus narrowed 
drastically, contracting from ¥2.5 trillion in March, 
to ¥501.1 billion in April. This was the narrowest 
current account surplus in three months following a 
current account deficit in January. 

World: The Organisation for Economic Co-operation 
and Development (OECD) joined the World Bank in 
cutting its forecast for global growth. World growth 
in 2022 was revised down to 3.0%, from 4.5% 
previously. The OECD said the world economy will 
pay a “hefty price” for the war in Ukraine. 
Meanwhile, inflation forecasts were doubled. 
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Today’s key data and events: 

 

CH Trade Bal. May exp US$57.7bn prev US$51.1bn (TBC)  

CH Exports May y/y exp 8.0% prev 3.9% (TBC)  

CH Imports May y/y exp 2.8% prev 0.0% (TBC)  

EZ ECB Policy Decision (9:45pm)  

  Main Refinancing Rate exp 0.0% prev 0.0% 

 

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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