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Yields low ahead of Q1 CPI and May RBA meeting

 The Q1 CPI is unlikely to stand in the way of further RBA policy easing.  

 The market’s pricing for aggressive and sustained RBA easing means risk/reward argues for short positions. 

 Structural changes in Australian and European markets have lowered the term yield premium in Australian bonds. 
 

Markets remain on edge about Europe. Much attention continues to be 
directed towards daily moves in Italian and Spanish bond yields. Over 
the last week, Spain’s 10Y yield is 10bp lower and Italy’s 10Y yield is 
7bp higher. The German 10Y bund is close to unchanged.  Australian 
and US bonds are very little changed from last Monday, having rallied no 
more than 2bp at any major maturity. 

Spain’s auctions for €3bn of bills and €2.5bn of 2Y and 10Y bonds went 
about as well as could be hoped. And while the auctions helped restrain 
Spanish bond yields, Spanish CDS spreads are hovering near record 
highs. ECB intervention in the sovereign bond market, directly (SMP) and 
indirectly (LTRO) may help to restrain yields. But the ongoing wide CDS 
spreads are indicative of an underlying lack of confidence in the region. 

That scepticism is also evident in the price action of other markets. 
Australian and US bond yields are consolidating near 2012 lows and 
failed to sell-off convincingly after the apparent success of the Spanish 
auctions. Against this backdrop, the pulse of economic data in both 
countries has been mixed, but the growth outlook has been put to one 
side and safe-haven flows are at the fore. As such, the IMF’s upward 
revision to global growth last week was taken with a grain of salt by the 
market. Focus is clearly still on what the IMF calls the “dangers” to the 
growth outlook.  

Downside risks have abounded for some time now and, along with 
extraordinary policy responses, are driving structural changes in the 
Australian debt market. As Philip Brown explains on Page 6, the key 
implications are lower ranges for bond yields and wider swap spreads.  

Structural forces will persist, but the market is also facing up to short 
term risks on RBA policy. First up is tomorrow’s Q1 CPI release. Alex 
Stanley previews the market implications of the CPI on Page 3. We 
suspect that CPI won’t stand in the way of further easing and we expect 
the headline index to rise by only 0.5% in the quarter. We continue to 
see value in being short the front IB contracts into next week’s RBA 
meeting.  

Beyond CPI (and today’s PPI), the Australian economic calendar is 
sparse (and the Australian market is closed on Wednesday). Offshore, 
there are plenty of risks. In the US, durable goods orders and the FOMC 
meeting are the major events early in the week. Market focus will be on 
the FOMC members’ economic and funds rate projections. The week 
rounds off with US Q1 GDP figures.  

In Europe, final composite PMIs for April are released tonight. Italy and 
Spain are both holding auctions this week. Spain’s issuance is in short 
term bills, while Italy is selling mostly bonds.  European headlines, of 
course, can occur at any time in the current environment. 
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Frequency distribution of RBA moves by month 
(since Dec 1996) 

Source: CBA, Bloomberg 
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Key Positions 

 

Our overall position hasn’t changed much from last week, as Aussie rates aren’t a great deal different on a week-on-week 
basis. Bonds continue to look dear, so we’re reluctant to get long at these levels. Our main long position is in the 10Y 
ACGB against the 10Y US Treasury. This trade continues to perform well, as Australian bond yields have further to fall in 
the safe-haven driven rally. 

We’ve adjusted the stop on our short July IB position slightly wider. We still think risk/reward favours being short in the 
front few IB contracts ahead of the RBA meeting next week. The CPI tomorrow isn’t expected to present a barrier to further 
easing, but the market is already pricing a very aggressive easing profile.  After the large move following today’s PPI, we 
wonder whether the market hasn’t already moved to price a very low outcome.  There’s a growing possibility (in our view) 
that a print at around economic consensus (as opposed to market consensus) triggers a sell-off.  

 

 

Key Trades 

Trade Entry Curent Profit Target Stop Comment 
Buy the TCV Jun-20 vs 
NSWTC May-20 

0.5bp 
(16-Nov-11) 

0bp -0.5bp 10bp -5bp Hold: TCV’s AAA is safe and the funding 
task is modest. NSW is subject to some 
rating risk. 

Buy the ACGB Apr-23 versus 
the Apr-20. 

31bp 
(12-Jan-12) 

27bp +4bp 20bp 37bp Hold: RV analysis reveals the Apr-23 is 
cheap against the Apr-20.   

Pay the 5Y in the AUD 
2Y/5Y/10Y butterfly 

+1.5bp 
(23-Jan-12) 

+2.5bp +1bp +12bp -5bp Hold:  RV scan suggests butterfly is too 
low. 

Buy a 6M put on the Oct-14 
bond at a strike of 4.10% 

5bp premium 
(9-Feb-12) 

3.18%    Hold:  A serious sell-off has this trade 
looking good. 

Buy a 20bp OTM conditional bull 
steepener.  (2.9 times 3.31% call 
on Apr-15 and 1.0 times 3.89% 
call on Jul-22.  Implicit slope 
58bp). 

6bp premium 
(9-Feb-12) 

Current 
yields: 3.18 
and 3.78 

Slope +2, 
premium -
6 = -4bp 
total 

  Hold:  The bullish side of a pair of trades 
to protect against tail risks. 

Buy the ACGB Jul-22 vs the 
UST Feb-22 

217bp 
(15-Feb-12) 

181bp +36bp 170bp 200bp Hold:  Although volatile, the turning point 
seems to have been reached 

Buy the QTC Oct-15 against the 
Nov-14 (200% exposure) 

25bp 
(2-Mar-12) 

23bp +4bp 
(200% 
exposure) 

17bp 29bp Hold:  The QTC Nov-14 is very dear and 
we expect curve flattening. 

Buy the WBC Feb-17 Covered 
against  the ACGB Feb-17 (asset 
swap) 

197bp 
(9-Mar-12) 

192bp +5bp 
(+197*45/3
65 = 24bp 
carry) 

160bp 215bp Hold: Covered bonds have scope to 
further outperform Government bonds. 

Buy the ACGB Aug-15 linker vs 
the Oct-15 (BEI to widen) 

250bp 
(30-Mar-12) 

235bp -15bp   Hold:  A deliberate buy and hold ploy that 
will profit from CPI ratesets. 

Sell the June IR futures against 
OIS 

30bp 
(11-Apr-12) 

31bp +1bp  20bp Hold:  A pre-emptory defence against an 
all-out credit contagion. 

Sell the July IB 96.20 
(12-Apr-12) 

96.28 -10bp 96.00 96.34 Hold:  Risk-reward still favours positioning 
against 50bp of cuts by July. We’ve 
adjusted our stop slightly wider ahead of 
tomorrow’s CPI. 
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What Q1 CPI does and doesn’t do for the RBA and the market 

Alex Stanley – Associate Analyst, Fixed Income – 61 2 9118 1125 – alex.stanley@cba.com.au 

 The RBA signalled that they’re waiting to assess tomorrow’s Q1 CPI data before considering further easing. 

 Post CPI RBA rate moves are historically common and we think it’s unlikely that tomorrow’s inflation print will 
stand in the way of further easing. 

 The market’s pricing for aggressive RBA easing means risk/reward still favours being short into next week’s RBA 
meeting. 

 

 The RBA has intensified the focus on 
tomorrow’s CPI release. The language in the 
April meeting statement specifically pointed to 
the Q1 CPI: [the board] “thought it prudent to 
see forthcoming key data on prices to reassess 
its outlook for inflation, before considering a 
further step to ease monetary policy”.  

Most indications are that tomorrow’s data will 
show CPI is within the RBA’s 2-3% band. So 
inflation won’t be a barrier to another rate cut 
and the RBA’s recent dovish language suggests 
they’ll probably cut in May. Moreover, a rate 
move at the meeting after a CPI release is 
historically common.  

Follow-up rate cuts at the meetings after May 
aren’t assured, so risk/reward favours being 
short. It may take a change in language in the 
May meeting statement to drive a sell-off.  

Q1 CPI is unlikely to prevent further 
easing 

On most indications, tomorrow’s CPI print is 
unlikely to be high enough to prevent further 
easing. Firstly, the overall trend in inflation is 
soft - CPI has been falling since the fruit and 
veg driven spike last year (Figure 1). The carbon 
tax will cause a spike in the headline rate later 
this year, but won’t change the trend. 

Recent price data points to softness in the Q1 
CPI. Partial data on fruit and vegetable prices 
points to an 8% fall in that category. Friday’s 
trade prices data showed a 1.2% fall in 
imported goods in Q1. This softening of 
tradables prices has been evident for some time 
now (Figure 2). What’s been putting upward 
pressure on the overall CPI figure are the non-
tradables components. Tomorrow, these 
components will probably show increases, 
particularly in education and utilities (partly due 
to seasonal factors). Beyond the Q1 Figures, 
the RBA are expecting non-tradables inflation to 
decline, as productivity improves slightly and 
wages growth continues to moderate.  

Market expectations are also important to 
consider. The market is expecting reasonable 
lift in the headline CPI rate, after the flat 
outcome in Q4 driven by the roll-off in fruit and 

Figure 1: CPI to stay well within the RBA’s 
target band (y/y % change)  

 

Source: CBA, ABS 

 

Figure 2: Non-tradables inflation is expected to 
remain low 
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vegetable prices (Figure 3). But the underlying 
measures and annual rates are expected to 
show inflation remains tame. The inflation 
market is pricing a headline quarterly figure of 
0.6%. Surveys of Economists are centred on a 
0.6-0.7% q/q headline print (depending on 
survey), which would take the y/y rate to just 
2.2%. The survey median points to a 0.6% q/q 
increase in the underlying measures (a 2.3-
2.4% y/y rate). For the 6m annualised rate to 
get near the top of the 3% band, the quarterly 
underlying print would have to be 0.9%, which 
is 0.3% higher than consensus.   

There’s an historical precedent for 
changing RBA policy after CPI 

The Q1 CPI should show inflation is under 
control. Attention then turns to how the RBA 
sees growth holding up. The April minutes out 
last week featured this line (our emphasis): 

 “The Board had eased monetary policy late in 
2011. Since then members had lowered their 
assessment of the pace of growth 
somewhat.”  

The April minutes also showed the RBA expect 
inflation to stay within the target band this year. 
Hence the RBA are already expecting softer 
growth and inflation. So did they really need to 
wait until Q1 CPI?  

Waiting an extra month for CPI data is 
something the RBA have done for a long time. 
Figure 4 shows that, for most of the time since 
the RBA has targeted inflation, they’ve favoured 
changing rates at the meeting after a CPI 
release. However, this tendency is clearly more 
apparent in tightening cycles, than in easing 
cycles. 

Waiting a month in an easing cycle allows the 
RBA to re-forecast the medium term path for 
inflation to judge how much further easing they 
can do. Post-CPI meetings also coincide with 
the quarterly policy statement (released within 
the same week). In these releases, the RBA can 
signal their policy intentions with much more 
detail and with forecast numbers.  

Risk/reward favours short positions at 
the very front end of the curve 

Follow up cuts after the May meeting aren’t 
assured. The RBA have clearly being reticent to 
ease aggressively. While growth forecasts may 
have room to be lowered, we’re not looking at 
the kind of severe downgrade that’s needed to 
justify multiple rate cuts at successive RBA 
meetings.  

Yet the market is pricing a very aggressive 
easing profile. Figure 4 shows the market is 
approximately priced for two 25bp rate cuts at 

Figure 3: Actual and expected headline 
quarterly CPI  

Source: CBA, Bloomberg 

Figure 4: Frequency distribution of RBA moves 
by month (since Dec 1996) 

Source: CBA, Bloomberg 

Figure 5: Current market view on RBA policy (IB 
Futures) 

Source: CBA, Bloomberg 
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the next 3 RBA meetings and three 25bp rate 
cuts over the next 4 meetings. This pricing 
represents good risk/reward value for a short 
position, in our view. For this reason, we’ve 
been short the July IB since the employment 
figures (see Fixed Income Strategy, April 12). 
This position has been set back by the rally over 
the last week.  

We’re holding on to our short July IB position, 
but we see other opportunities at the very front 
end of the curve. We also like selling the June 
IB, which has moved to 70% odds for a 25bp 
rate cut, after a 25bp cut in May. A similar 
attractive position is selling the June IB against 
buying the May IB. The implied cash rate 
spread between May and June has moved to 
20bp. If the RBA cuts rates next month and is 
even slightly non-committal about follow up 
cuts, the May-June spread should contract.  
The June position is also slightly less exposed if 
the RBA surprise with a 50bp cut in May.  

Our view for a less dovish RBA also argues for 
short positions further out the curve than 3 
months. Figure 6 shows that 1Y*1Y and 2Y*1Y 
swaps are historically low relative to cash. But 
the sharp turn in global market sentiment over 
the last week shows that further rallies are 
possible on minor headlines. So we’re keeping 
our short positions to the very front end of the 
curve for now.  The advantage of the IB futures 
is that, after a period, they settle at the RBA’s 
stated cash rated – and market sentiment 
doesn’t come into it.  

 

 

Figure 6: Front end swaps well below cash 

Source: CBA, Bloomberg 
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Structural changes are influencing Aussie yields and spreads 
(First published on 20 April) 
Philip Brown – Quantitative Strategist – 61 2 9118 1090 – philip.brown@cba.com.au 

 Australian bond yields are near all-time lows, but the economic outlook is reasonable.   

 We believe structural change in the Australian and European markets has lowered the term premium in bonds.  

 The Australian economy should prove robust enough to trigger a sell-off, but Europe will dominate the short-term. 

 We think swap spreads should tighten eventually, but could move wider if the ECB persists in a “tough love” 
strategy. 

 

  

European concerns are obviously having 
serious impacts on the Australian bond market 
and swap spread market.  However, we believe 
the impact is deeper and more structural than 
simple “risk-on” and “risk-off” movements.  
Some of the impact is structural and so should 
change the way we look at the bond market.   

Foreign owners are a growing part of the 
Australian bond market.  Australian bonds are 
attractive, with strong credit and high yields 
(compared to other AAA countries).  But the 
change is deeper.  Some of this growth is the 
liquidity added to the system by foreign central 
banks finding its way to Australia.  The 
increased demand is lowering Australian yields.  
In turn, the lower yields are widening swap 
spreads. 

The structural element of the change is here to 
stay.  We expect the Australian yields to rise in 
the medium-term as Australia’s economic 
strength reasserts.  However, if there is further 
deterioration in Europe or a reason for the 
market to reassess Australia’s economic 
outlook a rally is entirely possible, despite yields 
currently sitting just above all-time lows.   

European policy actions added liquidity 
and reduced yields 

As we noted last week, there is a growing 
difficulty in measuring the level of tension in the 
market from normal market measures.  (See 
Looking for signals in a credit market swamped 
by the LTROs published 11 April).  However, we 
have recently since seen another manifestation 
of the same effect.  Figure 1 shows the spread 
between Spanish bonds and Bund along with 
the Spanish 5Y CDS.  Although the spread to 
bund has not yet reached the wides of late 
2011, the CDS spread already has. 

Given that the ECB has been encouraging 
banks to buy physical bonds (via the LTRO) we 
believe the outperformance by physical bonds 
is driven by ECB intervention.  The basis 

 

Figure 1: 5Y Spanish spread to bund and 5Y 
Spanish CDS 

Source:  Bloomberg, AOFM, CBA 

 

Figure 2: 3Y Term Premiums in Australia  

Source:  Bloomberg, AOFM, CBA 
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between the CDS and the bond spread seems 
to be reacting to the two LTROs on Dec 21 and 
Feb 29.  However, this also has the effect, at 
the margin, of decreasing the attractiveness of 
European Sovereign bonds as an investment.  
The bond yields are being artificially lowered.  

The European sovereign spreads have clearly 
been directly affected by the Central Bank 
actions.  We think this effect is flowing over into 
Australia too.     

The Australian rates market has been 
affected by European policy 

While European sovereign spreads have been 
tightened by official action, we think the 
changes of the recent past have structurally 
lowered Australian bond yields (possibly for a 
very long time, or forever). 

The 3Y bond rate in Australia has recently 
rallied to near-all-time lows, only just above the 
levels seen in the financial crisis.  (See Figures 2 
and 3). 

However, this rally hasn’t been the same as the 
financial crisis.  Figures 2 and 3 are a very basic 
attempt at measuring the term premium in 
Australia.  They show the difference between 
the ACGB bond yield and the inflation 
expectation embodied in the ZCS curve.  In the 
crisis, both yields and inflation expectations fell.  
Recently, the bond yield has fallen but the 
inflation expectations have not.   

A lower term premium driven by foreign 
demand 

We think the collapse in the term premium is 
being driven by foreign demand for Australian 
bonds.  There are both push and pull factors 
increasing the foreign ownership.   

The push factors are clear.  European bonds 
are risky, more lowly rated, and are having their 
yields artificially suppressed.  Australian bonds 
have a high yield (on a global scale) and remain 
a AAA bond on all measures.   

There is also an important pull factor, though.  
Australian bond markets are much deeper and 
more liquid now than in the mid 2000s. 

Figure 3 shows the proportion of Australian 
bonds owned by foreign investors.  Foreign 
demand for Australian bonds has been growing 
significantly since the crisis.  However, Figure 3 
must be understood in the context of rising 
debt issuance, though.  Foreign buyers have 
increased the proportion of bonds they own at 
the same time as the total volume of bonds is 
increasing quickly (Figure 4).  Foreign demand 
for the marginal new issuance is running even 

 

 

 

Figure 3: 10Y Term Premiums in Australia  

Source:  Bloomberg, AOFM, CBA 

 

 

 

 

Figure 4: Australian Foreign Bond Ownership 

 

Source:  Bloomberg, RBA, CBA 
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higher than the overall foreign ownership rates.  

We believe there is an unusual form of feedback 
demand in operation here too.  An increased 
supply of Australian bonds has created extra 
demand for bonds.  Many new foreign buyers 
have entered the Australian market over the last 
two years because the increased supply of 
bonds has increased the liquidity of the 
Australian bond market.  In a virtuous circle, the 
new buyers have easily absorbed the new 
issuance and, in doing so, demonstrated the 
increased liquidity of the market.  Increased 
liquidity, in turn, makes Australian bonds even 
more attractive to other possible entrants.   

On top of the qualitative features of the bonds 
there is also liquidity to consider.  The Fed and 
the ECB have added huge amounts of liquidity 
to the market.  Some of that liquidity is landing 
in Australia, we believe.   

What does the structural change mean 
for the future behaviour of rates? 

The structural changes in the market, driven by 
both European and Australian policy, have 
shifted bond yields noticeably lower.  The 
current yields on bonds are broadly similar to 
the levels of bond yields in 2009, the lowest in 
decades.  However, the economic forecasts of 
growth in Australia are for growth to be around 
trend, instead of the recession feared in 2009.  
For example, the IMF recently forecast Australia 
would grow by 3.0% in 2012 and 3.5% in 2013. 

We are forced to conclude that, since there is 
obviously scope for the market to revise growth 
expectations lower, then bonds could easily 
rally further from here - under the right 
circumstances.  Now, a rally is almost always 
possible “under the right circumstances”, it’s 
just a question of how extreme those “right 
circumstances: are.  Given the current growth 
expectations, it would require only a shift to a 
moderately below-trend outlook to trigger a 
further rally, in our view.   

Australian bond yields may be at the bottom of 
historical ranges, but we believe they will act 
as if they were mid-range.  The majority of 
economic opinion (as best we can tell) suggests 
the economic outlook is at (or just below) trend 
in the near future and rising to trend or better in 
2013 and 2014.  If that outlook weakens, bond 
yields will fall, regardless of how low they are 
already.   

A similar (though more intense) process 
occurred in Switzerland.  The combination of a 
weak outlook for the Swiss economy and an 
influx of foreign buying took rates negative.  In 
contrast, moving our 3Y rate down through 
3.00% would be easy.   

Figure 5: Australian Foreign Bond Ownership 

Source:  Bloomberg, RBA, CBA 

 

 

 

 

 

Figure 6: 3Y swap differential and our short-
term model 

Source:  Bloomberg, AOFM, CBA 
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Although possible, we don’t actually expect the 
market to change its view on the Australian 
economic outlook, but it is entirely possible it 
would do so.  We still believe Australian rates 
will rise in the medium term, but only after the 
current bout of European tensions have 
dispersed.  

For the moment we are happy with our overall 
strategic position.  We believe our portfolio of 
recommended trades is appropriate given the 
circumstances.  Our 2015 BEI widener is a 
long-term buy and hold trade with a slight 
bearish bias.  Our only outright short position is 
in the July IB, where the market positioning and 
flows must respond to the actual set RBA rate.  
We have a bias towards higher rates, but are 
protected from another fall in the short-term by 
our conditional bear steepener.  

The impact of structural change on 
swap spreads 

The new structural arrangements have been 
impacting swap spreads too.   

Australian 3Y and 10Y swap spreads widened 
quite sharply between early April and 17 April, 
though they have tightened a little since.  The 
moves coincided (roughly) with a widening in 
the spreads of peripheral sovereign bonds in 
Europe.  However, the move in swap spreads 
seems larger than what would be justified by 
the European move and also not quite correctly 
timed (Australian swap spreads kept widening 
this week after the peak in European sovereign 
spreads, for example).   

In fact, our modelling shows that most of the 
move in the fair value was driven by the rally 
and steepening in the Australian slope, not the 
increase in European sovereign credit risk.  The 
European crisis is one of the background 
causes of the current rally, but the link to swap 
spreads is more complicated than a simple 
“risk-off” shunt of market pricing pushing 
Australian EFPs wider. 

  

Figure 7: 10Y swap differential and our short-
term model 

Source:  Bloomberg, AOFM, CBA 

 

 

 

 

Figure 8: Breakdown of the move in the 
predicted value of the 3Y spread 

 Movement in 3Y 
predicted value (in bp) 

Level 6.50 
Slope  3.82 
Bills-OIS 0.04 
Rolling ACGB issuance 0.26 
Bank CDS -1.36 
2Y EU Sov Spread 1.73 
Total Shift 11.00 

Source:  Bloomberg, AOFM, CBA 

 

 

 

 
 

 

Actual swap spreads moved wider in April 

There was been a significant widening of the 3Y swap differential between April 4 and April 17.  
The swap differential moved 21bp wider, from 54bp to 75bp.  It has since tightened back to 68bp.  
(See Figure 6.) 

The 10Y spread moved from 68bp to 82bp over the same period.  It, too, has since tightened a 
little.  (See Figure 7.) 

[Please note, to facilitate modelling of spreads we use a measure we call the swap differential.  
This measure is the swap rate less the interpolated bond rate and so is not quite the same as the 
EFP or the ASW.  Our measure is very highly correlated to the normal measures of swap spreads, 
but is much “cleaner” and easier to model statistically.  For example, our measure is not subject to 
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the futures roll and does not react overly much to any one bond being “special” on repo. ] 

But fair values of swap spreads moving wider for a while 

However, as Figures 6 and 7 also demonstrate, the fair value for swap differentials had been 
moving wider for weeks now.  In our view, the recent shift wider in Australian swap spreads was 
catch-up, not an unexpected move or a move driven by concurrent European Sovereign spreads 
widening.   

The fair value of the 3Y differential fell as low as 55bp in late March, before rising to 67b in late 
April.  The movement in 10Y is not quite as large, moving from 67bp to 76bp between mid-
February and mid April.   

As Figure 8 shows, the main driver of the widening in the swap curve was the change in the level 
and slope of the Australian curve.  The rally added 6.5bp to the expected 3Y spread while the 
flattening added 3.8bp.   

The three measures of “credit” in the model more-or-less netted out (Bills/OIS, Bank CDS and the 
2Y Government spread in Europe).  The widening of spreads is not (directly) due to the European 
situation.   

The movements in swap spreads in April are linked to the overall movements in peripheral 
European Sovereign bond markets, but by a secondary effect.  It is not a simple “fear in the market 
drives spreads wider”.  European concerns and structural changes have lead to a rally in Australia 
which has widened the fair value of swap spreads.  There is an indirect link between Europe and 
Australian swap spreads, not a direct one. 

How will spreads behave? 

The wider spreads in Australia are being driven by foreign demand lowering the entire yield curve.  
This is unlikely to reverse in the near future.  The bond yields have structurally shifted lower. 

The extra demand for Australian bonds should widen spreads all else equal, but we don’t believe 
all else will be equal.  We expect a medium-term sell-off in Australian bonds triggered by the 
continued strength in the domestic economy.  This sell-off should tighten spreads (overcoming the 
foreign buying effect).  Unfortunately, in the short-term, swap spreads are near our fair values and 
so we cannot make a definitive judgement.  If anything, we suspect the current cycle of problems 
in Europe will get worse before they get better.  

The ECB seems determined to take a “tough love” approach to Spain.  Jens Weidmann’s recent 
comments about Spain using current high yields as a spur to improve themselves suggests that 
the ECB won’t be stepping in just yet.  Market pressure is building but the White Knight is not yet 
saddled up.  Hold on tight. 

 
 
 
 
 

But the move was 
catching up to a shift 
in the fair value 
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Key Views    

United States 

  
Tactical 
(<1 mth) 

 
Strategic 
(>3 mths) 

The US data has hit a soft patch, but the overall trend still seems to be pointing to recovery.  
Despite the weaker payrolls print, the unemployment rate continues to trend down, having 
fallen from 9.0% last September to 8.2% in March. US inflation remains stronger than Fed 
forecasts. The core CPI results are still trending higher and 10yr BEI is starting to trend 
consistently higher.  The FOMC is unlikely to make major changes this week.   

The Fed has implemented ‘Operation Twist’, indicated it will ease further if required and has 
forecast it won’t tighten until the end of 2014.  Amid a recovery, that stance points to strong 
performance by risky assets, ultimately at the expense of defensive bonds.  The market should 
start to question the appropriateness of Fed policy at some point.  The performance of bonds 
over March indicates how quickly the US rate can shift higher. 

We think the USD will remain firm over coming months for two reasons:  (1) Concerns 
stemming from the Eurozone should maintain a level of USD support.  And (2) The US economy 
is out-performing most of the G7, such as the Eurozone, UK and Japan.  Unease over Spain 
and Italy and the political uncertainty brought on by various Eurozone elections are likely to 
weigh on the EUR over coming months.  We expect USD/JPY to drift higher over the medium-
term, as the JPY adjusts to various structural and cyclical factors.  The risk of further policy 
easing by the BoJ later this week is high.  However, given the expectations, there is a risk the 
BoJ underwhelms and the JPY strengthens in the short-term.   

Policy rate 0.1% 0.1% 

10yr bond 2.30% 2.50% 

2/10 curve 210bp 220bp 

USD/JPY 80.00 85.00 

EUR/USD 1.2950 1.2700 

Australia 

  
Tactical 
(<1 mth) 

 
Strategic 
(>3 mths) 

The RBA cut rates in November and December, citing a lower inflation outlook.  After holding 
rates steady in April, the RBA strongly hinted that rates will be lowered again in May (assuming 
CPI is well behaved).  However, we don’t believe the RBA will follow-up that cut with more, 
immediately.  The labour market in Australia remains on the softer side and although 
unemployment is likely to rise eventually, it remains very low for the moment.    

The potential for a further rate cut and capital flight from Europe will generally keep Australian 
bonds well bid.  However, bonds have lagged the general pick-up in risk appetite in 2012 and 
seem overdue for a corrective sell-off if negative news doesn’t keep flowing.  Bonds do look 
expensive versus the cash-rate outlook and alternative AUD high-grade bonds.  We look for the 
10Y AUS-US spread to narrow and for the slope of the curve to range-trade. 

The AUD remains heavily influenced by offshore developments.  This trend should continue 
over coming months.  Despite the recent easing in the AUD, we expect the AUD to be 
supported by four factors over coming months:  (1) Stabilising global growth, particularly in 
China;  (2) Firm global commodity prices;  and (3) RBA policy easing isn’t likely to be as 
aggressive as current market pricing. 

Policy rate 4.00% 4.00% 

10yr bond 4.20% 4.30% 

3/10 curve 45bp 45bp 

10yr EFP 65bp 60bp 

10yr v US 190bp 170bp 

AUD/USD 1.0200 1.0600 

   

New Zealand 

  
Tactical 
(<1 mth) 

 
Strategic 
(>3 mths) 

The RBNZ has indicated that global developments have improved, but the relatively high NZD 
and delays to the Christchurch rebuild mean there is no urgency to hike rates.  The weak GDP 
data and low inflation reinforce our view that the RBNZ will be in no hurry to lift the cash rate 
from 2.5%.  As such we don’t expect the RBNZ to change policy later this week.  However, 
there is a risk the RBNZ signals a more cautious stance.  We currently expect a gradual 
tightening cycle beginning in December 2012, and anticipate the OCR to peak at 4.00% in 
early 2014. 

A stabilising Asian-led global economy, declining investor unease and subdued market volatility 
have supported the NZD in 2012.  Further improvement in the global growth outlook, driven by 
Asia, should support New Zealand-specific commodity prices.  A pickup in economic 
momentum in New Zealand should see the market reinstate pricing for increases in the RBNZ 
cash rate later in 2012.  These developments, coupled with reinsurance inflows related to the 
Christchurch earthquake should prove to be NZD supportive. 

Policy rate 2.50% 2.50% 

10yr bond 4.00% 4.10% 

2/10 curve 145bp 160bp 

10yr v US 200bp 190bp 

10yr v AU 10bp 30bp  

NZD/USD 0.8300 0.8500 

AUD/NZD 1.2750 1.2600 
\\\ 
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Cash Rate Pricing 

 

 
 
 
 

Source:  All data sourced from Bloomberg.  Rates displayed are calculated using IB Futures (Australia), FF Futures (US) and OIS in all other 
currencies.   

 
 
 
 
 
 
 
 
 
 

Australian Cash Rate Pricing New Zealand OCR Pricing US Fed Funds Pricing
Cum. % chance Cum. % chance Cum. % chance

Rate of +25bp Rate of +25bp Rate of +25bp
Current 4.25 0 Current 2.50 0 Current 0.13 0
1-May-12 4.01 -95 26-Apr-12 2.50 0 25-Apr-12 0.14 2
5-Jun-12 3.82 -173 14-Jun-12 2.47 -11 20-Jun-12 0.13 2
3-Jul-12 3.69 -225 1-Aug-12 2.48 -7 31-Jul-12 0.14 6
7-Aug-12 3.57 -270 7-Nov-12 2.56 23 12-Sep-12 0.15 9
4-Sep-12 3.52 -291 31-Jan-13 2.49 -5 24-Oct-12 0.16 10
2-Oct-12 3.46 -318 11-Dec-12 0.16 10
6-Nov-12 3.39 -346 30-Jan-13 0.16 12
4-Dec-12 3.33 -368 13-Mar-13 0.17 15
5-Feb-13 3.29 -383 25-Apr-13 0.17 18

Candian Rate Pricing EUR EONIA Pricing UK SONIA Pricing
Cum. % chance Cum. % chance Cum. % chance

Rate of +25bp Rate of +25bp Rate of +25bp
Current 0.93 0 1W repo 0.16 Current 0.48 0
17-Jan-12 0.95 0 3-May-12 0.34 75 10-May-12 0.48 0
8-Mar-12 0.95 0 6-Jun-12 0.34 74 7-Jun-12 0.48 0
17-Apr-12 0.93 -8 5-Jul-12 0.34 74 5-Jul-12 0.48 1
5-Jun-12 1.21 103 2-Aug-12 0.31 62 2-Aug-12 0.48 1
17-Jul-12 1.00 19 6-Sep-12 0.36 82 6-Sep-12 0.48 1
5-Sep-12 1.19 97 4-Oct-12 0.28 48 4-Oct-12 0.50 7

8-Nov-12 0.36 79 8-Nov-12 0.52 15
7-Feb-13 0.42 103 6-Dec-12 0.53 22

7-Mar-13 0.37 87 27-Jan-12 0.48 0
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CBA Forecasts: 

 

   

Cash rate 23-Apr Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13
US 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
Australia 4.25 4.00 4.00 4.00 4.00 4.00 4.00 4.00
New  Zealand 2.50 2.50 2.50 2.75 3.00 3.25 3.50 3.75
United Kingdom 0.50 0.50 0.50 0.50 0.50 1.00 1.25 1.50
Germany 1.00 1.00 1.00 1.00 1.00 1.00 1.25 1.25
Japan 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
Canada 1.00 1.00 1.00 1.00 1.25 1.25 1.50 1.75
2-yr bond yield 23-Apr Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13
US 0.27 0.30 0.35 0.35 0.40 0.60 0.80 1.00
Australia 3.24 3.75 3.90 3.90 4.00 4.00 4.00 4.00
New  Zealand 2.58 2.80 2.90 2.90 3.00 3.20 3.50 3.70
United Kingdom 0.48 0.50 0.50 0.50 0.60 0.80 1.00 1.30
Germany 0.14 0.30 0.40 0.40 0.50 0.70 0.90 1.20
Japan 0.11 0.20 0.20 0.20 0.20 0.25 0.25 0.30
Canada 1.35 1.20 1.20 1.30 1.30 1.40 1.60 1.80
10-yr bond yield 23-Apr Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13
US 1.96 2.40 2.70 2.70 2.80 2.90 3.00 3.20
Australia 3.81 4.25 4.40 4.40 4.50 4.50 4.50 4.50
New  Zealand 4.14 4.30 4.50 4.50 4.60 4.70 4.70 4.70
United Kingdom 2.18 2.20 2.30 2.30 2.40 2.50 2.60 2.60
Germany 1.71 2.10 2.20 2.20 2.20 2.30 2.40 2.50
Japan 0.92 1.10 1.10 1.10 1.10 1.10 1.20 1.20
Canada 2.06 2.40 2.70 2.80 2.90 3.00 3.00 3.00

Currencies 23-Apr Jun-12 Sep-12 Dec-12 Mar-13 Jun-13 Sep-13 Dec-13
AUD/USD 1.03 1.08 1.08 1.09 1.10 1.08 1.08 1.08
AUD/JPY 84.20 91.80 97.20 100.28 104.50 102.60 102.60 102.60
AUD/EUR 0.78 0.85 0.82 0.81 0.80 0.80 0.80 0.81
AUD/GBP 0.64 0.69 0.68 0.67 0.67 0.67 0.68 0.68

AUD/CAD 1.03 1.07 1.06 1.06 1.06 1.04 1.05 1.06
AUD/NZD 1.27 1.27 1.26 1.24 1.22 1.23 1.23 1.23
USD/JPY 81.39 85.00 90.00 92.00 95.00 95.00 95.00 95.00
EUR/USD 1.32 1.27 1.32 1.35 1.37 1.35 1.35 1.33

GBP/USD 1.61 1.56 1.59 1.62 1.64 1.62 1.60 1.60
USD/CAD 0.99 0.99 0.98 0.97 0.96 0.96 0.97 0.98
NZD/USD 0.82 0.85 0.86 0.88 0.90 0.88 0.88 0.88



Global Markets Research 

Fixed Income: Weekly Strategy 

14 

Calendar – April 2012 

 
Note:  Figures in brackets represent previous result (if available).  All information is preliminary and subject to revision.  Chief Economist: Michael Blythe ph: 9118-1101     Economist: James McIntyre: 9118-1100 

Monday Tuesday Wednesday Thursday Friday
2 3 4 5 6

A U A I-Gro up P M I, M ar, Index, (51.3) A U R etail t rade, F eb, m%ch, 0 .5 , (0 .3) A U C B A / A i-Gro up P erf  o f  Serv Index, M ar, (46.7) A U Engineering C o nstruct io n A ctiv ity, QIV 2011 A U A i-Gro up P C I, M ar, Index, (35.6)
A U R P  D ata ho use prices, F eb, m%ch, (0 .8) A U R B A  cash rate, A pril, %, 4 .25, (4 .25) A U T rade balance F eb, $ bn, 1.0 , ( -0 .7) GE Industrial production, Feb, m/y%ch, (1.6/1.8) JP Leading / Coincident Index CI, Feb, (94.4/92.7)
A U T D  inf lat  gauge M ar, m/ y%ch, (0 .1/ 2 .0) CH Non-M anuf PM I Index, M ar EU PM I services/composite, M ar, Index, (48.7/48.7) UK Industrial production, Feb, m/y%ch, (-0.4/-3.8) US Non-farm payro lls,  M ar, '000, (227)
A U B uild appro v, F eb, m%ch, -3 .0 , (0 .9) EU PPI, Feb, m/y%ch, (0.7/3.7) EU Retail sales, Feb, m/y%ch, (0.3/0.0) UK BoE announces rates, April, %, 0.50, (0.50) US Unemployment rate, M ar, %, (8.3)
JP Tankan Index, QI, Index, (-4) UK PM I construction, M ar, Index, (54.3) EU ECB announces int. rate, %, 1.00, (1.00) CA Building permits, Feb, m%ch, (-12.3) US Avg hrly earnings, M ar, m/y%ch, (0.1/1.9)
JP Vehicle sales, M ar, y%ch, (31.9) US Factory orders,  Feb, m%ch, (-1) GE PM I services, M ar, Index, (51.8) CA Unemployment rate, M ar, %, (7.4) US Consumer credit, Feb, $bn, (17.8)
EU/GE/UK PM I manufacturing, M ar, Index, (47.7/48.1/51.2) US FOM C M inutes, Feb GE Factory orders, Feb, m/y%ch, (-2.7/-4.9) CA Net change in employment, M ar, '000, (-2.8)
UK BoE Housing equity withdrawal, QIV, £bn, (-8.6) US Total vehicle sales,  M ar, mn, (15) UK PM I services, M ar, Index, (53.8)
UK PM I manufacturing, M ar, Index, (51.2) US ISM  non-manufacturing, M ar, Index, (57.3)
US ISM  manufacturing, M ar, Index, (52.4)

9 10 11 12 13
CH PPI/CPI, M ar, y%ch, (0/3.2) A U N A B  B us co nf / co nd, M ar, Index, (1/ 3) A U M I/ WB C  C o nsumer Sent, A pr, Index, (96.1) A U M I C o nsumer Inf lat io n Expectat , A pr, %, (2 .7) CH Industrial production, M ar
JP Curr a/c to tal/adjusted, Feb, ¥bn, (-437.3/115.6) A U A N Z  Jo b ads, M ar, m%ch, (3 .3) A U H o using F inance, F eb A U M I C o nsumer Unemp. Expt . A pril, Index (149.5) CH GDP, QI, y%ch, (8.9)

CH Trade balance, M ar, $USDbn, (-31.5)   N o . o f  o wn-o ccupiers, %, -5 , ( -1.2) A U Labo ur F o rce, M ar CH Retail sales, M ar
JP BoJ target rate, April, %, 0-0.10, (0.1)   Value o f  all lo ans, %, -4 , (0.1)   emplo yment, '000, 7 , ( -15.4) GE CPI, M ar
GE Trade bal, Feb, €bn, (13.1) JP M achine orders, Feb, m/y%ch, (3.4/5.7)   part ic ipatio n rate, %, 65.2, (65.2) UK PPI Input/Output/core, M ar, y%ch, (7.3/4.1/3.0)
UK RICS house price balance, M ar, %, (-13) US Import price index, M ar, m/y%ch, (0.4/5.5)   unemplo yment  rate, %, 5 .3 , (5 .2) US CPI, M ar, m/y%ch, (0.4/2.9); Core, m/y%ch, (0.1/2.2)
US Wholesale inventories, Feb, m%ch, (0.4) US Federal Reserve Beige Book NZ Business PM I, M ar, Index, (57.7) US Uni. Of M ichigan confidence, Apr

CA Housing starts, M ar, '000, (201.1) NZ Retail credit card spending, M ar, m%ch, (-0.3)
JP Domestic CGPI, M ar, m/y%ch, (0.2/0.6)
EU ECB M onthly report , April
EU Industrial production Feb, m/y%ch, (0.2/-1.2)
UK Total trade balance, Feb, £bn, (-1.8)
US Trade balance, Feb, $bn, (-52.6)
US Producer price index, M ar, m/y%ch, (0.4/3.3)
CA Trade balance Feb, C$, (2.1)

16 17 18 19 20
NZ PSI, M ar, Index, (55.5) A U R B A  B o ard M inutes, A pril A U B uilding A ctiv ity, QIV 2011 A U N A B  B us co nf, QI, Index, (1) A U Int ' l t rade prices, QI, q%ch
NZ Food prices, M ar, m%ch, (0.6) A U M o to r veh. sales, M ar, m/ y%ch, (0 / 1.7) EU Current account, Feb, €bn, (4.5) NZ CPI, QI, q/y%ch, (-0.3/1.8)   expo rt  prices, -1 ( -1.5)
EU Trade balance Feb, €bn, (5.9) JP Industrial production, Feb EU Construction output, Feb, m/y%ch, (-0.8/-1.4) JP Trade bal to tal/adj, M ar, ¥bn, (32.9/-313.2)   impo rt  prices, -1, (2.5)
US Empire manufacturing, Apr, Index, (20.2) JP Capacity utilisation, Feb, m%ch, (3.4) UK Bank of England minutes, April US Philadelphia Federal Index, Apr, (12.5) GE Producer prices, M ar, m/y%ch, (0.4/3.2)
US Retail sales, M ar, m%ch, (1.1) EU CPI, M ar, m%ch, (0.5); Core, y%ch, (1.5) UK ILO unemployment rate (3mths), Feb, %, (8.4) US Existing home sales, M ar, mn/m%ch, (4.6/-0.9) GE IFO - Business climate Index, Apr
US Business inventories, Feb, m%ch, (0.7) EU/GE ZEW survey (econ. sentiment), Apr, (11/22.3) CA Bank of Canada M onetary Policy Report US Leading indicators, M ar, m%ch, (0.7) UK Retail sales, M ar
US NAHB housing market index, Apr, (28) UK CPI, M ar, m/y%ch, (0.6/3.4); Core, y%ch, (2.4) CA Leading indicators, M ar, m%ch, (0.6)

US Housing starts/Building permits, M ar, '000, (698/717) CA CPI, M ar, m/y%ch, (0.4/2.6)
US Industrial production, M ar, m%ch, (0)
US Capacity utilisation, M ar, %, (78.7)
CA Bank of Canada Rate, April, %, 1.00, (1.00)

23 24 25 26 27
A U P P I QI, q/ y%ch, 0.5 / 2 .2 , (0 .3 / 2 .9) A U C P I, QI, q/ y%ch JP M achine too l orders, M ar, y%ch A U D EWR  skilled vacancies, M ar, m%ch, ( -0 .2) A U H IA  new ho me sales M ar

   H eadline (nsa) , 0 .5 / 2 .0, (0 .0 / 3.1) UK GDP, QI NZ RBNZ official cash rate, April, %, 2.50, (2.50) JP CPI, M ar
   R B A  Underlying, 0 .6 / 2 .4 , (0 .6 / 2 .6) US Durable goodes orders, M ar GE CPI, Apr JP BoJ target rate, April, %, 0-0.10
NZ Credit card spending, M ar, m/y%ch, (0.5/4.00) US FOM C rate decision, April, %, 0-¼, (0.25) US Pending home sales, M ar UK GfK consumer confidence survey, Apr
US S&P/Case-Shiller home price index, Feb US Employment cost index, QI, q%ch, (0.4)
US Richmond Fed Index, Apr US GDP,  QI
US New home sales, M ar, '000/m%ch, (313/-1.6) US Uni. Of M ichigan confidence Index, Apr

30 Early May Central Bank Meetings
A U T D  inf lat  gauge, A pr AU RBA cash target, M ay (1 M ay) AU RBA (3 April)
A U P rivate secto r credit , M ar AU ABS House Prices, QI (1 M ay) EZ ECB (4 April)
NZ Building permits, M ar AU RBA Statement on M onetary Policy (4 M ay) UK BOE (5 April)
NZ Trade balance, M ar, $mn, (161) AU Retail Trade, M ar (7 M ay) CA Bank of Canada (17 April)
NZ NBNZ Business confidence Index, Apr AU Building approvals, M ar (7 M ay) NZ RBNZ (26 April)
JP M arkit/JM M A PM I Index, Apr AU Trade Balance, M ar (8 M ay) JP BoJ (10 April/27 April)
US Personal income/spending, M ar AU 2011/12 Federal Budget released (8 M ay) US FOM C (25 April)
US Dallas Fed Index, Apr



Global Markets Research  

Fixed Income: Weekly Strategy 

15 

Please view our website at www.research.commbank.com.au. The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and its 
subsidiaries, including Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 ("CommSec"), Commonwealth Australia Securities LLC, CBA Europe Ltd 
and Global Markets Research, are domestic or foreign entities or business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their 
directors, employees and representatives are referred to in this Appendix as “the Group”. This report is published solely for informational purposes and is not to be 
construed as a solicitation or an offer to buy any securities or financial instruments. This report has been prepared without taking account of the objectives, financial 
situation and capacity to bear loss, knowledge, experience or needs of any specific person who may receive this report. No member of the Group does, or is required 
to, assess the appropriateness or suitability of the report for recipients who therefore do not benefit from any regulatory protections in this regard. All recipients 
should, before acting on the information in this report, consider the appropriateness and suitability of the information, having regard to their own objectives, financial 
situation and needs, and, if necessary seek the appropriate professional, foreign exchange or financial advice regarding the content of this report. We believe that the 
information in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of 
its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement made 
in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and may differ or be contrary to the opinions, 
conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, and do not, update or keep current the information contained in 
this report. The Group does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Any valuations, projections and 
forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and 
estimates could result in materially different results. The Group does not represent or warrant that any of these valuations, projections or forecasts, or any of the 
underlying assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided, provides, or seeks to 
provide, investment banking, capital markets and/or other services, including financial services, to the companies described in the report and their associates. This 
report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject any entity within the Group to any 
registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to the 
Group. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior 
written permission of the appropriate entity within the Group. In the case of certain products, the Bank or one of its related bodies corporate is or may be the only 
market maker. The Group, its agents, associates and clients have or have had long or short positions in the securities or other financial instruments referred to herein, 
and may at any time make purchases and/or sales in such interests or securities as principal or agent, including selling to or buying from clients on a principal basis 
and may engage in transactions in a manner inconsistent with this report. 

US Investors: If you would like to speak to someone regarding the subject securities described in this report, please contact Commonwealth Australia Securities LLC 
(the “US Broker-Dealer”), a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) and a member of the Financial Industry 
Regulatory Authority (“FINRA”) at 1 (212) 336-7737. This report was prepared, approved and published by Global Markets Research, a division of Commonwealth 
Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and distributed in the U.S. by the US Broker-Dealer. The Bank is not registered as a broker-dealer 
under the Exchange Act and is not a member of FINRA or any U.S. self-regulatory organization. Commonwealth Australia Securities LLC (“US Broker-Dealer”) is a 
wholly owned, but non-guaranteed, subsidiary of the Bank, organized under the laws of the State of Delaware, USA, with limited liability. The US Broker-Dealer is not 
authorized to engage in the underwriting of securities and does not make markets or otherwise engage in any trading in the securities of the subject companies 
described in our research reports. The US Broker-Dealer is the distributor of this research report in the United States under Rule 15a-6 of the Exchange Act and 
accepts responsibility for its content. Global Markets Research and the US Broker-Dealer are affiliates under common control. Computation of 1% beneficial 
ownership is based upon the methodology used to compute ownership under Section 13(d) of the Exchange Act. The securities discussed in this research report may 
not be eligible for sale in all States or countries, and such securities may not be suitable for all types of investors. Offers and sales of securities discussed in this 
research report, and the distribution of this report, may be made only in States and countries where such securities are exempt from registration or qualification or 
have been so registered or qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The 
preparer of this research report is employed by Global Markets Research and is not registered or qualified as a research analyst, representative, or associated person 
under the rules of FINRA, the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State. 

European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and CBAE are both 
registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not 
purport to be a complete statement or summary. For the purpose of the FSA rules, this report and related services are not intended for retail customers and are not 
available to them. The products and services referred to in this report may put your capital at risk. Investments, persons, matters and services referred to in this report 
may not be regulated by the FSA. CBAE can clarify where FSA regulations apply.  

Singapore Investors: This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (company number F03137W) and is made 
available only for persons who are Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers Act. It has not been 
prepared for, and must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor. 

Hong Kong Investors: This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong Branch. The Hong 
Kong Branch is a registered institution with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) and Type 4 (Advising on securities) 
regulated activities under the Securities and Futures Ordinance. Investors should understand the risks in investments and that prices do go up as well as down, and in 
some cases may even become worthless. Research report on collective investment schemes which have not been authorized by the Securities and Futures 
Commission is not directed to, or intended for distribution in Hong Kong.  

All investors: Analyst Certification and Disclaimer: Each research analyst, primarily responsible for the content of this research report, in whole or in part, certifies that 
with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those 
securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by 
that research analyst in the report. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other 
constituencies for the purpose of gathering, synthesizing, and interpreting market information. Directors or employees of the Group may serve or may have served as 
officers or directors of the subject company of this report. The compensation of analysts who prepared this report is determined exclusively by research management 
and senior management (not including investment banking). No inducement has been or will be received by the Group from the subject of this report or its associates 
to undertake the research or make the recommendations. The research staff responsible for this report receive a salary and a bonus that is dependent on a number of 
factors including their performance and the overall financial performance of the Group, including its profits derived from investment banking, sales and trading 
revenue.  

Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or 
other services the Bank provides, these are set out in the relevant Financial Services Guide (FSG) and relevant Product Disclosure Statements (PDS). Our employees 
receive a salary and do not receive any commissions or fees. However, they may be eligible for a bonus payment from us based on a number of factors relating to 
their overall performance during the year. These factors include the level of revenue they generate, meeting client service standards and reaching individual sales 
portfolio targets. Our employees may also receive benefits such as tickets to sporting and cultural events, corporate promotional merchandise and other similar 
benefits. If you have a complaint, the Bank’s dispute resolution process can be accessed on 132221. 

Unless otherwise noted, all data is sourced from Australian Bureau of Statistics material (www.abs.gov.au). 



Global Markets Research  

Fixed Income: Weekly Strategy 

16 

Research 

Commodities Telephone Email Address 

Luke Mathews 

Lachlan Shaw 

Paul Hodsman, CFA 

 

Agri Commodities 

Mining & Energy Commodities 

Mining & Energy Commodities 

 

+612 9118 1098 

+613 9675 8618 

+613 9675 8532 

 

luke.mathews@cba.com.au 

lachlan.shaw@cba.com.au 

paul.hodsman@cba.com.au 

 

Economics Telephone Email Address 

Michael Blythe  

Michael Workman 

John Peters 

James McIntyre 

Diana Mousina 

Chief Economist 

Senior Economist 

Senior Economist 

Economist 

Associate Economist 

+612 9118 1101 

+612 9118 1019 

+612 9117 0112 

+612 9118 1100 

+612 9118 6394 

michael.blythe@cba.com.au 

michael.workman@cba.com.au 

john.peters@cba.com.au 

james.mcintyre@cba.com.au  

diana.mousina@cba.com.au 

Fixed Income Telephone Email Address 

Adam Donaldson 

Philip Brown 

Alex Stanley 

Steve Shoobert 

Winnie Chee 

Tally Dewan 

Kevin Ward 

Head of Debt Research 

Fixed Income Quantitative Strategist 

Associate Analyst, Fixed Income 

Chief Credit Strategist 

Securitised Product 

Quantitative Analyst 

Database Manager 

+612 9118 1095 

+612 9118 1090 

+612 9118 1125 

+612 9118 1096 

+612 9118 1104 

+612 9118 1105 

+612 9118 1960 

adam.donaldson@cba.com.au 

philip.brown@cba.com.au 

alex.stanley@cba.com.au 

steve.shoobert@cba.com.au 

winnie.chee@cba.com.au 

tally.dewan@cba.com.au 

kevin.ward@cba.com.au 

 

Foreign Exchange and International Economics Telephone Email Address 

Richard Grace 

Joseph Capurso 

Peter Dragicevich 

Andy Ji 

Chris Tennent-Brown 

Martin McMahon 

 

Chief Currency Strategist & Head of International Economics 

Currency Strategist 

FX Economist 

Asian Currency Strategist 

FX Economist 

Economist Europe 

+612 9117 0080 

+612 9118 1106 

+612 9118 1107 

+65 6349 7056 

+612 9117 1378 

+44 20 7710 3918 

richard.grace@cba.com.au 

joseph.capurso@cba.com.au 

peter.dragicevich@cba.com.au 

andy.ji@cba.com.au 

chris.tennent.brown@cba.com.au 

martin.mcmahon@cba.com.au 

Delivery Channels & Publications Telephone Email Address 

Monica Eley 

Ai-Quynh Mac 

Internet/Intranet 

Information Services 

+612 9118 1097 

+612 9118 1102 

monica.eley@cba.com.au  

maca@cba.com.au 

 

New Zealand Telephone Email Address 

Nick Tuffley 

Jane Turner 

Christina Leung 

Daniel Smith 

ASB Chief Economist 

Economist 

Economist 

Economist 

+649 301 5659 

+649 301 5660 

+649 301 5661 

+649 301 5853 

nick.tuffley@asb.co.nz  

jane.turner@asb.co.nz 

christina.leung@asb.co.nz 

daniel.smith@asb.co.nz 

Sales 

Institutional Telephone Equities Telephone 

Syd FX 

 

 Fixed Income 

 Japan Desk 

Melb 

 

 

 

Lon FX 

 Debt & Derivatives 

 Credit 

HK 

Sing 

NY 

+612 9117 0190 

+612 9117 0341 

+612 9117 0020 

+612 9117 0025 

+613 9675 6815 

+613 9675 7495 

+613 9675 6618 

+613 9675 7757 

+44 20 7329 6266 

+44 20 7329 6444 

+44 20 7329 6609 

+852 2844 7539 

+65 6349 7074 

+1212 336 7750 

Syd 

Asia 

Lon/Eu 

NY 

+612 9118 1446 

+613 9675 6967 

+44 20 7710 3573 

+1212 336 7749 

 

Corporate Telephone 

NSW 

VIC 

SA/NT 

WA 

QLD 

NZ 

Metals Desk 

Agri Desk 

+612 9117 0377 

+612 9675 7737 

+618 8463 9011 

+618 9215 8201 

+617 3015 4525 

+64 9375 5738 

+612 9117 0069 

+612 9117 0145 

  

 
 


