
With the President on the road 
Traveling to China for talks with President 
Xi, it’s been a quiet session with few 
tweets and geopolitical headlines of note 

... but that hasn’t slowed markets!

The Senate confirmed Kevin Warsh’s 
nomination to the Federal Reserve 
Board of Governors overnight in a 51-
45 vote. The confirmation vote on the 
Chairmanship by the Chamber will likely 
take place in the next 24-hours.

US CPI rose to 3.8% in April, the 
highest since May 2023, above market 
expectations of 3.7% and March’s 3.3%, 
while core inflation hit a 7-month high 
at 2.8%, above forecasts at 2.7%. On the 
month, headline CPI eased from March’s 
0.9% to 0.6%, although the core surged 
from 0.2% to 0.4% ... and here’s the kicker 
for all those Italian Americans … tomato 
prices rose 15% on the month! 

The hotter-than-expected inflation print 
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will likely put the Fed on watch with 
higher energy costs creeping into other 
prices as per the monthly increase in 
core, inflation with the odds of a rate hike 
by year end rising from 20% to 40%. The 
report also underpinned Treasury yields, 
and while they have eased back from 
their highs, they are still elevated, with 
the 2-year 4bp higher at 4.00%, while the 
10-year gained 5bp to be at 4.47%.  The 
Treasury also sold USD42.0bn of 10-year 
bonds in a poorly received auction. The 
bonds attracted a high yield of 4.47% 
with a bid-to-cover ratio a 2.40X, with 
foreign buyers falling from the average 
68.5% to 63.9%. 

The USD index reclaimed the 98.00 
handle as the inflation report highlighted 
the economic impact of higher energy 
costs and supply disruptions linked to 
the war in Iran, although most of the 
move was related to the GBP as Labour 
MPs debate whether to keep or remove 
PM Kier Starmer, the EUR, and the JPY, 
continued to weaken despite US Treasury 
Secretary Scott Bessent’s visit to Japan.  

The other US headlines saw …
•	 Private companies increase their 

average weekly hiring from 30.2k to 
33k.

•	 Wages fall after average hourly 
earnings dropped from March’s, 
revised lower, 0.2% to -0.3% in April 

•	 NFIB small business sentiment hold 
steady at 95.9 in April, barely changing 
from March’s 11-month low at 95.8.

•	 Total US household debt increased by 

USD18.0bn to a new record high of 
USD18.8trn in Q1. 

•	 Finally, the US government recorded 
a USD215.0bn budget surplus in April 
2026, down from USD258.4bn in the 
same month a year ago.

Fed member Austin Goolsbee announced, 
“Without central bank independence, 

inflation will come roaring back. This 
morning’s CPI reports tells us not much 
that’s good. Inflation is going the wrong 
way, not just in oil-related and tariff-related 
things.”  

The Australian budget
Focuses on productivity reforms and 
addressing intergenerational inequity. 
The major highlights saw significant 
changes to property tax, capital gains, 
and small business incentives. Breaking 
it down, the government introduced 
new measures to support workers with 
an AUD250 offset introduced, a modest 
tax cut in the AUD18k-AUD45k tax band, 
and an increase in the Medicare levy.  To 
support this, negative gearing losses on 
residential properties will be limited to 
rental income or capital gains, the 50% 
CGT discount for individuals and trusts 
will be abolished, while the dwelling 
band for foreign buyers will be extended 
by 2-years. There was support for small 
businesses, while the government 
will abolish 497 ‘nuisance’ tariffs and 
incorporate a 30% tax on distributions 
from discretionary trusts.
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