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Key takeaways 
• We expect the cash rate target will be held at 4.1%. Data & recent hawkish rhetoric 

support our view for the next cut in May. 

• Watch for any changes in the RBA's communication around policy strategy at the 
inaugural meeting of the Monetary Policy Board 

• We are paid front-end dates (Aug RBA) but long further out (3y bond futures). AUD FX 
sensitive to any China tariff surprises. 

  
By Nick Stenner/Johnny Liu/Oliver Levingston 

Exhibit 1:  RBA cash rate market pricing vs BofA forecasts (%) 
Markets are pricing more cuts near-term and rates to come lower 

 
Source: Bloomberg  

BofA GLOBAL RESEARCH 

Australia: No cut for April Fool’s Day 
The Reserve Bank of Australia’s (RBA) Monetary Policy Board has its inaugural meeting 
on March 31 – April 1 and we expect the cash rate target will be held at 4.1%, in line 
with consensus and market pricing (Exhibit 1). This follows the 25bps cut at the Reserve 
Bank Board’s February meeting. The statement and press conference are likely to 
reinforce a gradual approach to easing. We continue to hold the view that the next rate 
cut will most likely be at the May meeting. 

We believe the data doesn’t support a cut in April, and following the RBA’s recent 
hawkish rhetoric it would be a hit to credibility to deviate from the gradual easing 
guidance. This is the inaugural meeting of the Monetary Policy Board with two new 
appointments, and while we don’t expect any immediate shift in the reaction function, 
we are looking out for any changes in the RBA’s communication around policy strategy. 

Buy YM ahead of April 2, but pay Aug RBA as hedge 
Markets have almost fully priced a cut by May and another by August and we hold a paid 
bias into Tuesday. While the global backdrop is supportive for AU rates, especially ahead 
of April 2 tariff announcements, we prefer longs further out the curve. We recommend 
paying Aug RBA OIS and buying YM/ 3y bond futures, which are trading comfortably 
above most estimates of the neutral rate (current -4bps, entry -8bps, target -50bps, stop 
10bps). Risk: risk-off price action prompting a rally in 2025 RBA OIS dates.  
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Hawkish RBA communication suggests no rush to cut 
Hauser and Hunter’s previous speeches stressed that removing some restrictiveness in 
February was decided as there was capacity to do. However, the RBA continues to be 
data dependent, and are uncertain as to where the neutral interest rate lies, so it is 
unclear how restrictive policy is at a 4.1% cash rate. Hauser reinforced the view that “No 
single piece of data will ever trigger a cut or move”, which makes sense considering that 
the Feb rate cut occurred when the unemployment rate was 4.1%, which has not 
happened outside the GFC. As long as the disinflation trend remains, we expect to see 
further cuts in 2025. But with inflation still elevated, we believe there will be no cut in 
April as the RBA needs more data. 

RBA Assistant Governor (Financial Markets) Chris Kent is giving a speech on April 2 
where he will provide an update on the RBA’s transition to an ample reserves system for 
implementing monetary policy. We don’t expect any implications for the stance of 
monetary policy or material changes to the RBA’s current OMO arrangements, which 
could place some widening pressure on swap EFP. 

Data since Feb supports a cautious approach 
GDP, labour, and inflation data received since the Feb meeting supports a gradual 
approach to easing. The Australian economy expanded 0.6% in 4Q 2024, with annual 
growth up 1.3% (higher than the RBA’s forecast of 1.1% yoy in Feb). Labour market 
trends continue to show resilience, with the unemployment rate remaining flat at 4.1% 
(see our Labour market review). On inflation, the RBA will likely look through the monthly 
CPI print and wait for the quarterly CPI on April 30 to confirm disinflationary progress.  
Recently announced Budget measures are likely to have been broadly as expected by the 
RBA, so will not materially shift their economic outlook.  
 
We believe labour market tightness continues to be a major hurdle for the RBA to cut 
interest rates in succession (Exhibit 2). The RBA lowered their unemployment forecasts 
notably in February, by 0.3ppt out to mid-2027. However, given the floating rate 
composition of mortgages, there is a risk that propping up interest rates too high for too 
long will continue to materially weaken consumer spending. 
 
Inflationary pressures continue to be a concern, with the RBA increasing their trimmed 
mean inflation forecasts above the midpoint, so the Q1 inflation print on April 30 will be 
a crucial data release (Exhibit 3). The focus will be on services and rent inflation, which 
remain elevated. The monthly CPI data shifted below the midpoint of the target, with 
the number of components below 3% increasing from 4 to 6, but the sticky components 
still are at elevated levels (Exhibit 4). 
 
Uncertainty means the option value of waiting is higher 
The Australian Federal election will be held on the 3rd of May 2025, before the RBA’s 
May meeting (20th May 2025), which will give insight into the future plans for fiscal 
spending. Furthermore, 2nd April 2025 is when the US will impose broader reciprocal 
tariffs according to President Trump. Both these events will have an impact on the 
Australia economy and its outlook. The RBA decision falls on April 1, at the end of the 
two-day meeting, so we believe they will wait and see what the outcomes are before 
continuing their easing cycle. When uncertainty about growth and inflation increases, the 
option value of waiting is higher until uncertainty resolves. 

Rates and FX strategy: too early to get long AUD, buy YM/ pay Aug RBA 
With just 2bps of cuts priced, the RBA’s decision is unlikely to move markets on its own 
unless the RBA delivers an unanticipated rate change.  The RBA’s communications could 
read dovish if they take any signal from Feb jobs report or highlight the implications of a 
weak monthly CPI. They may also guide to a cut in May (our economists’ base case). Yet 
these moves are fully priced in RBA dates, in our view, and we see greater value in longs 
further out the curve (we recommend YM/ 3y bond futures).  

https://research1.ml.com/C?q=DdIYcsd3iF6!I1n46uk4tQ


 

 Liquid Insight | 31 March 2025    3 
 

 

We believe it is too early to be long AUD, which will be especially sensitive to US-China 
trade policy and possible changes (devaluation) in CNY daily fixings following US tariffs. 
Yet we remain sanguine on the outlook by year-end, given upside risks to China growth 
from stimulus and our economists’ forecast for a shallow RBA easing cycle.  

Exhibit 2: Labour Market 
Vacancies have fallen but still above pre-pandemic levels 

 
Source: ABS 

BofA GLOBAL RESEARCH 
 

 Exhibit 3: Australia Data Calendar 
Quarterly CPI before the May meeting will provide confirmation 

Date Data Release Period 
01-Apr-25 RBA Meeting  

03-Apr-25 RBA Financial Stability Review   
04-Apr-25 Household Spending Feb 
15-Apr-25 RBA minutes Apr 
17-Apr-25 Labour Market Mar 
30-Apr-25 Quarterly CPI 1Q 
14-May-25 Wage Price Index 1Q 
15-May-25 Labour Market Apr 
20-May-25 RBA Meeting/Statement on Monetary Policy  

Source: Bloomberg 
BofA GLOBAL RESEARCH 

 

 
Exhibit 4: Monthly CPI (%) 
The number of components above 3% has fallen to around 4 to 5. 

 
Source: ABS  

BofA GLOBAL RESEARCH 
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Notable Rates and FX Research 

• Global Macro Year Ahead 2025 – Stretching the rubber band, 24 November 2024 

• Global Rates Year Ahead 2025 – Continental Drift, 24 November 2024 

• G10 FX Year Ahead 2025 – Policy Uncertainty, 26 November 2024 

• Afraid of reciprocal tariffs, Liquid Cross Border Flows, 24 March 2025 

Rates, FX & EM trades for 2025 
For a complete list of our open trade recommendations as well as our trade 
recommendations closed over the past 12 months, see the reports below:  

Global FX Weekly: USexit 28 March 2025 

Global Rates Weekly: Fool me once, fool me twice 28 March 2025 
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is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
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Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
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and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
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Any information relating to sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any 
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Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 
All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without 
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In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or 
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit 
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information.    
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