
The Antipodean corner …
One of the big four banks have suggested 
the RBA will increase its cash rate at the 
May meeting by a further 0.25% to a 
peak of 3.85%, predominately driven by 

“a lift in demand emanating from the sharp 
rise in immigration; pressures in the housing 
market; and the risks associated with rising 
wage growth, particularly in the public 
sector.”

The Melbourne Institute’s growth 
index, which indicates the likely pace of 
economic activity relative to trend 3 to 
9-months into the future, recorded its 
eighth consecutive negative print lifting 
slightly from -0.79% to -0.75% in March.

And talking of the ‘big four’, NZ profits 
increased by 9.7%, or NZD1.77 billion, in 
Q4 as NIM reached record levels! 
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OCR/Cash 5.25% 3.60%

90 day bills 5.59% 3.73%

2 year swap 5.20% 3.72%

10 year Govt 4.36% 3.60%

Looking at the northern 
hemisphere …
In the US, mortgage applications 
plummeted -8.8% last week, reversing 
the prior week’s 5.3% gain, as the 
average interest rate for a 30-year 
fixed-rate mortgage jumped by 13bps 
to 6.43% in what was its first increase 
in 6-weeks from its 2-month low at 
6.30%. Meanwhile, the Beige book noted 
economic activity remained largely 
unchanged in recent weeks, with nine 
Districts reporting little to no change and 
three noting modest growth although 
hiring and inflation has slowed while 
access to credit is narrowing.

UK inflation eased to 10.1% in the year 
to March which, on the positive side, 
was below February’s 10.4%, although 
it was higher than the 9.8% forecast. 
The higher-than-expected print was 
driven by the largest increase in food 
prices in more than four decades, which 
saw traders ramped up bets on further 
interest-rate hikes from the BoE as 
inflation fears resurface. Economists had 
expected a slowdown to 9.8%.

The euro-area’s final CPI print for March 
came in at 6.9%, which was expected, 
although the ECB’s chief economist, 
Philip Lane, announced, “as of now, I 
think the baseline is that we should indeed 
increase interest rates in May. We are now 
in an intense phase of data dependence.” 
Asked about how long the ECB’s 3.0% 
deposit rate will remain at its peak he 

added “it would be appropriate to keep 
rates at the plateau level for a while before 
returning back to normal.”

JP Morgan upgraded its China 2023 full-
year GDP growth forecast to 6.4% from 
6.0%.

From the US reporting season …
BoA CEO Brian Moynihan announced, 

“everything points to a relatively mild 
recession given the amount of stimulus that 
was paid to people and the money they have 
left over. At the end of the day, we don’t see 
the activity on the consumer side slowing 
at a pace that would indicate that, but we 
would see commercial customers are being 
more careful.”

The Morgan Stanley chief warns 
investment banking may not recover until 
next year while Goldmans added there 
is a higher risk of credit contractions 
as “recent events in the banking sector are 
lowering growth expectations, and there is 
a higher risk of credit contractions given the 
environment is limiting banks’ appetite to 
extend credit.”

US Republicans plan to vote next week on 
a bill that would raise the US debt ceiling 
and enact deep cuts to US spending. 

A mansion that once housed J. P. Morgan 
is up for grabs. About 30-minutes from 
central London, the 12-bedroom house 
will set you back a modest USD93 million!
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