
The RBA …
hiked the cash rate by 25bps to 3.85%, 
which is what everyone had anticipated, 
but from there on, the forecasts went out 
the window as the central bank’s outlook 
was more hawkish than anyone had 
anticipated.

The decision was unanimous, with the 
central bank warning that inflationary 
pressures had strengthened significantly 
stating, “A wide range of data over recent 
months have confirmed that inflationary 
pressures picked up materially in H2 2025. 
While part of the pick-up in inflation is 
assessed to reflect temporary factors, it is 
evident that private demand is growing more 
quickly than expected, capacity pressures 
are greater than previously assessed, and 
labour market conditions are a little tight.“ 
Ultimately, “The Board judged that inflation 
is likely to remain above target for some time, 
and it was appropriate to increase the cash 
rate target.” The central bank also lifted its 
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inflation track higher with headline CPI 
projected to peak above 4.0% by mid-
year, before the electricity rebates roll 
off. It also upgraded its growth forecasts 
in the near-term, although the profile 
fades further out. The statement also 
highlighted that, “The unemployment rate 
has been a little lower than expected and 
measures of labour underutilisation remain 
at low rates.” The RBA is now forecasting 
a 4.20% cash rate by year end, which 
aligns with market pricing. 

The AUD and Australian swap rates all 
jumped higher, which aligned with the 
broader trend. While the USD-index 
is lower, the antipodean currencies 
outperformed with AUD/USD back 
above 0.7000 and NZD/USD closing 
in on the 0.6050 level.  The 10-year 
Australian bond yield jumped 5bps to 
4.85%, the Treasury yield firmed a pip to 
4.28%, while the 10-year NZ yield eased 
to 4.61%.

Equity markets fell 1.0%-2.0% as losses 
mounted in the tech sector amid costs 
pressures after Oracle announced it 
plans to raise equity and undertake a 
USD25bn bond issue to finance its AI 
infrastructure build. Finally, bargain 
hunting saw commodities bounce with 
gold and silver both rallying 5.0%, copper 
gaining 3.7%, and oil firming 1.6%. FYI 

… the GDT auction results have been 
delayed due to technical issues. 

The 2nd tier data releases …
saw US consumer optimism rise to its 
highest level since August at 48.8, while 
the 6-month outlook gained 1.2% to 43.8. 
The US logistics manager’s index rose to a 
7-month high at 59.6. 

Fed voter Tom Barkin confirmed, “I 
am concerned about employment and 
inflation. The Fed is facing a different 
question now, with inflation above target, 
than the Greenspan-led Fed did in the 
1990s” although colleague Stephen 
Miran continued to make the case for 
aggressive rate cuts this year stating, “I’m 
probably looking for a little bit more than a 
point of interest rate cuts over the course of 
the year.” By a ‘point’ he means 100bps of 
cuts. 

Japanese finance minister Katayama 
avoided confirming or denying there 
had been any FX intervention. She also 
pushed back on the idea that PM Takaichi 
was “talking up” a weak JPY. 

The US military shot down an Iranian 
drone that approached a US Navy aircraft 
carrier in the Arabian Sea.

An interesting piece on gold …
which backs up what we’ve been saying 
for a while now. Goldmans believes 
the recent rally in gold is structurally 
driven by central bank USD-dollar 
diversification, not speculative excess. 
Gold markets are small, which amplifies 
the price impact of incremental demand, 
with speculative positioning remaining 
limited relative to historical episodes. 
With central bank diversification away 
from the USD the key catalyst, Goldmans 
favours pairing equities with gold, not 
bonds, thus supporting gold as a long-
term role in portfolios. Somewhat 
unsurprisingly, gold rose more than 5.0% 
to above $4,900 per ounce as bargain 
hunting emerged after two consecutive 
sessions of selling. 
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