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Today's economic developments and market movements.

Key themes

The ongoing standoff
between the US and Iran
remained in the spotlight,
with signs of growing
President Trump’s frustration
about the situation and

the lack of progress in the
negotiations pushing oil
prices higher again.

Another firm increase in US
CPlin April highlighted the
costs of the conflict for the
US economy, weighing on
equities and pushing yields
higher.

Political drama unfolded in
the UK, where Prime Minister
Keir Starmer is fighting to
remain in office.

In Australia, all eyes were
on the Federal Budget. The
government announced
significant tax changes and
shifts in spending priorities.
CGT, negative gearing

and trusts are all affected,
alongside concessions for
SMEs and start-ups, and
significant savings under
the NDIS, which start small
but build to 0.5% of GDP
by FY2030 and higher
thereafter.

Data shapshot

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change
TWI 67.0 0.1% 30 day BBSY 4.35 0.00
AUD/USD 0.7241  -0.1% 90 day BBSY 4.49 0.01
AUD/IPY 114.12 0.2% 180 day BBSY 4.83 0.00
AUD/GBP 0.5348 0.4% 1 year swap 4.73 0.03
AUD/NZD 1.2165 0.1% 2 year swap 4.75 0.03
AUD/EUR 0.6170 0.2% 3 year swap 4.74 0.03
AUD/CNH 49177 -0.1% 4 year swap 473 0.04
AUD/SGD 0.9210 0.2% 5 year swap 4.75 0.04
AUD/HKD 5.6688 -0.1% 6 year swap 478 0.04
AUD/CAD 0.9918 0.0% 7 year swap 4.83 0.04
EUR/USD 1.1737 -0.4% 8 year swap 4.87 0.04
USD/IPY 157.61 0.3% 9 year swap 491 0.04
USD Index 98.31 0.4% 10 year swap 5.16 0.04
Equities Close Change Government Bond Yields Close Change
S&P/ASX 200 8,671  -0.4% Australia
S&P 500 7,401  -0.2% 3 year bond 471 0.04
Japan Nikkei 62,743 0.5% 10 year bond 5.03 0.04
Hang Seng 26,348  -0.2% United States
Euro Stoxx 50 5808 -1.5% 3-month T Bill 3.60 0.00
UK FTSE100 10,265 0.0% 2 year bond 3.99 0.04
VIX Index 17.99 -2.1% 10 year bond 4.46 0.05
Other (10 year yields)
Commodities Current Change Germany 3.10 0.06
CRB Index 404.85 4.0%  Japan 2.56 0.04
Gold 471482  -0.4% UK 5.10 0.10
Copper 14021 0.5%
Oil (WTI futures) 102.18 4.2% Sydney Futures Exchange Current Change
Coal (coking) 238.00 -0.5% 10 yr bond 5.10 0.04
Coal (thermal) 13580 -0.4% 3 yr bond 4.75 0.03
Iron Ore 110.20 -1.2% 3 mth bill rate 4.55 0.02
ACCU 36.13 -4.3% SPI 200 8,675 -0.1%

Data as at 7:20am AEST. Change is from the previous trading day (excluding the SFE, which is the change during the night

session). Source: Bloomberg.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable,
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Financial Markets

The ongoing standoff between the US and Iran remained

in the spotlight, with signs of growing President Trump’s
frustration about the situation and the lack of progress in

the negotiations pushing oil prices higher again. Another

firm increase in US CPl in April highlighted the costs of the
conflict for the US economy, weighing on equities and pushing
yields higher. Political drama unfolded in the UK, where Prime
Minister Keir Starmer is fighting to remain in office after four
ministers resigned from his cabinet and a rising number of
Labour members of parliament called for his resignation.

In Australia, all eyes were on the Federal Budget. The
government announced significant tax changes and shifts in
spending priorities. CGT, negative gearing and trusts are all
affected, alongside concessions for SMEs and start-ups, and
significant savings under the NDIS, which start small but build
to 0.5% of GDP by FY2030 and higher thereafter.

e Major equity markets traded on the back foot. In the US,
the S&P 500 fell 0.2%, with chipmakers’ stocks leading
the retreat. In Europe, the Euro Stoxx 50 declined 1.5%,
extending losses to a fourth consecutive day. The FTSE 100
was flat, even as banking stocks slumped on speculation
they could face higher taxes. Asian stocks were mixed, with
the Nikkei up 0.5% and the Hang Seng easing 0.2%. The
Australian ASX 200 was down 0.4% for a third consecutive
day.

e With oil prices rising, major government bonds sold off. US
yields were 4-5bp higher across the curve as the stronger
CPI print prompted an upward shift in market expectations
for the Fed policy rate path, which now implies an almost
50% chance of a hike this year. Gilts underperformed
significantly, with the 10Y jumping 10bp to 5.10% — the
highest level since the Global Financial Crisis. German
Bunds and JGBs also sold off — 10Y yields were 6bp and
4bp higher, respectively. Australian yields followed a similar
trend, up 4bp across the curve, and futures are pointing to a
further increase today.

e In FX markets, the DXY rose 0.4% to 98.3. Sterling was
among the worst performers, falling 0.5%. The EUR was
down 0.4%, while the yen depreciated 0.3%. During his
trip to Japan, US Treasury Secretary Scott Bessent noted
that excess volatility in foreign exchange is “undesirable”,
effectively endorsing Japan’s tactics of intervening in
the currency market. The AUD was among the stronger
performers, edging only slightly lower to 0.7241.

e Qil prices took another step higher, with the July Brent
futures contract up 3.3% to 107.6, while the June WTI
contract gained 4.2% to 102.2. Copper prices jumped again,
exceeding the $14,000 mark as stronger demand from

Today’s key data and events

Time Event Exp Prev
9:50 JP Current Account Balance Mar ¥3896.1b  ¥3932.7b
11:30 AU Wage Price Index Q1 0.8% 0.8%
11:30 AU Wage Price Index Q1 3.3% 3.4%
13:00 NZ RBNZ Inflation Expectations Q2 - 2.4%
19:00 EZGDP Q1S 0.1% 0.1%
19:00 EZ Industrial Production Mar 0.2% 0.4%
22:30 US PPI Apr 0.5% 0.5%

Times are AEST. All data forecasts are m/m or g/q and seasonally adjusted unless otherwise
specified. Forecasts for Australian data are our forecasts and for other countries they are
consensus forecasts.

China and supply concerns drove prices higher. Gold was
only slightly higher.

International Data

US CPI rose 0.6%mth in April, indicating that price pressures
remain elevated after the 0.9%mth surge in March. The gain
was disproportionately driven by energy, up 3.8%mth, building
on the double-digit increase in the prior month. Core CPIl was
also firm, rising 0.4%mth (slightly above consensus), led by a
0.5%mth lift in services prices. Much of the strength, however,
reflected dynamic in the shelter category where quirks in

BLS measurement and the fact that last year’s government
shutdown disrupted the pattern of rent measurement, appear
to have delayed recorded inflation and then prompted a catch-
up, with an increase of 0.6%mth, up from an average 0.2%mth
in the first three months of the year.

The US NFIB small business optimism index was virtually
unchanged in April at 95, down from an average of 99.3 over
2025 and in early 2026.

The euro area ZEW survey of financial market experts
suggested that concerns about the outlook eased somewhat

in May. The expectations index rose from a post-pandemic low
of -20.4 to -9.1, though it remains well below readings around
40 seen at the start of the year. The current conditions indicator
was little changed at -41.4, close to its average since the
pandemic began.

Domestic Data
Westpac Economic published its analysis of the Australian
Federal Budget (see here).

Business conditions in Australia weakened in April, reflecting
earlier pessimism, while confidence remained deeply negative
(see here).

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable,
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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