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Main Themes: Markets drifted in search of 
direction. The Reserve Bank of New Zealand left 
policy settings unchanged but flagged rate hikes 
next year.  

Share Markets: US stocks ground higher despite the 
absence of market-moving news. The S&P500 
climbed 0.2% and the Nasdaq rose 0.6% while the 
Dow was flat. The ASX 200 edged 0.3% lower.  

Interest Rates: US 10-year treasury yields ticked up 
2 basis points to 1.58% while Australian 10-year 
yields slipped 1 basis point.  

Foreign Exchange: The Australian dollar rose to just 
below 0.7800 against the US dollar before moving 
lower to 0.7743. The US dollar strengthened.  

The New Zealand dollar jumped higher against the 
US dollar after the Reserve Bank of New Zealand’s 
hinted at rate hikes next year.  

The Chinese yuan appreciated to its strongest level 
against the US dollar since 2018. The onshore spot 
rate closed at 6.3908 against the US dollar. State 
media chimed in with comments supporting the 
appreciation. 

Commodities: Iron ore crept higher while oil and 
gold slipped. 

Australia: The Westpac-Melbourne Leading Index, 
which indicates the likely pace of economic activity 
relative to trend three to nine months into the 
future fell 0.5 percentage points to 2.85% in April. 
This continues to point to strong above trend 

growth through 2021 and into early 2022.  

Construction activity rose 2.4% in the March 
quarter. Over the year, construction work is still 
down -1.1%. 

Residential construction jumped 5.1% supported by 
low interest rates and the HomeBuilder program. 
Renovations surged 11.3% and new building work 
increased by 4.1%.  

Business construction (infrastructure and non-
residential building) continued its downward trend, 
contracting 1.1%. A 5.6% fall in non-residential 
building outweighed a 1.6% lift in infrastructure 
activity. The non-residential building sector was hit 
hard by the pandemic with activity falling by almost 
18% over the year.  

The upswing in housing has a lot further to run. 
Building approvals are still around record highs. This 
will continue to provide support to construction 
activity over the coming period.  

New Zealand: The Reserve Bank of New Zealand 
(RBNZ) left monetary policy settings unchanged but 
indicated that rate hikes could begin by the 
September quarter 2022. 

The RBNZ noted there are skill shortages in some 
areas. These shortages, alongside an increase in the 
minimum wage, are expected to increase wages 
growth over the next year.  

The RBNZ upgraded its activity forecasts. Although 
there was a lull in activity over the summer due to 
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lack of overseas tourists, the RBNZ expects higher 
rates of growth for the rest of the year.  

The RBNZ recognises that inflation will spike in the 
near term but expects this will be temporary. 
Inflation is expected to decline to 1.5% by the 
middle of next year before tracking up a little over 
2% over the following years.  

There was also a subtle tweak in the forward 
guidance. The RBNZ noted that it will maintain 
current policy settings until inflation is sustained at 
the 2% target midpoint, and employment is at its 
maximum sustainable level – this was changed from 
“at or above”.  

A monthly trade surplus of NZ$388.0 million was 
recorded in April, up from NZ$33.0 million in March. 
Both imports and exports declined.  

United States: Federal Reserve Vice Chair Quarles 
added his voice to officials saying the Fed will likely 
begin talking about tapering in the coming months. 
He added, while the spike in inflation is likely to be 
largely transitory, risks in the medium term are 
weighed to the upside, partly due to fiscal stimulus.  

 

 
 

Matthew Bunny, Economist 

Ph: 02-8254-0023

Today’s key data and events: 

 

AU Private Capital Expenditure Q1 exp 1.6% prev 3.0% 
(11:30am) 

AU Business Conditions and Sentiments (11:30am) 

CH Industrial Profits Apr y/y prev 92.3% (11:30am) 

US Durable Goods Orders Apr exp 0.8% prev 0.8% 
(10:30pm) 

US GDP Q1 exp 6.5% prev 6.4% (10:30pm) 

US Pending Home Sales Apr exp 0.5% prev 1.9% (12:00am) 

US Kansas City Fed index May exp 30 prev 31 (1:00am) 

 

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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