
No lift-off yet from the RBA
While the RBA played yesterdays central 
bank meeting with a straight bat, leaving 
the cash rate target at 10 basis points and 
the interest rate on Exchange Settlement 
balances at zero per cent, there were some 
slight changes in the wording that got the 
financial markets very excited. 

In March the RBA stated “The Board is 
prepared to be patient as it monitors how 
the various factors affecting inflation evolve,” 
while yesterday it stated “Over coming 
months, important additional evidence will 
be available to the Board on both inflation 
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and the evolution of labour costs. The Board 
will assess this as it sets policy to support 
full employment and inflation outcomes 
consistent with the target.” 

Furthermore, it also changed, “The 
Board will not increase the cash rate until 
actual inflation is sustainably within the 
2.0-3.0% target range” to “The Board has 
wanted to see actual evidence that inflation  
is sustainably within the 2.0-3.0% target 
range before it increases interest rates.”

While neither comment explicitly high-
lighted the possibility of an imminent 
interest rate hike, the suggestion is 
the RBA has given itself some room to 

‘evolve’ its strategy in the coming  
months. This saw AUD/USD pop 0.5%  
to a 9 month high, while the NZD/AUD 
hit a 12 month low. 

Interestingly, just prior to the RBA 
announcement one of the local New 
Zealand banks increased its RBNZ call, 
having “adjusted our May rate hike call to  
50 bps but, hesitantly, keep April at 25.” 

In other Australian news, the Roy Morgan 
Australian consumer confidence weekly 
survey came in at 93.4, which was up 
from the previous week’s 91.1 but it’s  
still in ‘pessimistic’ territory, while 
Australian services PMIs dropped to 55.6, 
from  February’s 57.4.

In New Zealand, the GDT auction saw  
the overall price ease -1.0%, with butter 
and WMP off -0.6% and -1.5%.

In the US corner
Fed Governor, Lael Brainard, who is a dove, 
announced the Fed will continue tightening 
monetary policy through a series of interest 
rate increases and will start reducing the 
balance sheet at a rapid pace, possibly as 
soon as next month. Brainard expects the 
combined impacts will bring policy to a 
more neutral position later this year.

This hawkish tone from a known dove saw 
US equity markets give up all of yesterdays 
gains as the potential for an accelerated 
hiking cycle came into play, which lit a 
match under Treasury yields, pushing the 
US 2-year yield 13bps higher to 2.50%, 
while the 10-year surged 16bps to 2.54%. 
In Europe, bourses also traded lower 
on concerns about additional sanctions 
against Russia, which saw natural gas rally 
a further 5.5%, although oil eased -2.0%. 

In the world of FX, the RBA statement and 
higher commodity prices saw the NZD and 
AUD trade above the 0.7000 and 0.7600 
levels, although they have given up some 
of those gains and eased back below those 
key levels, while the EUR still can’t find a 
friend for love nor money, having fallen for 
the fourth consecutive day.   

In actual data releases, the Atlanta Fed’s 
GDPNow forecaster fell to 0.9%, from 
1.5%, the ISM services index increased to 
58.3 in March, from 56.5 in February, as 
pandemic restrictions eased, while the 
February trade deficit remained near 
record levels at USD89.2 billion. 
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