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Disclaimer

The publication is intended to be general information only and not financial product advice.

This material has been prepared by Bentham Asset Management Pty Limited ABN 92 140 833 674 AFSL 356199 (Bentham), the investment 
manager of Bentham Global Income Fund NZD, Bentham Syndicated Loan Fund NZD, Bentham Asset Backed Securities Fund, Bentham Global 
Income Fund, Bentham Professional Global Income Fund, Bentham Syndicated Loan Fund, Bentham Professional Syndicated Loan Fund, 
Bentham Defensive Income Fund and Bentham High Yield Fund  (Funds), for wholesale investors only.
Fidante Partners Limited ABN 94 002 835 592 AFSL 234668 | Fidante Partners Services Limited ABN 44 119 605 373 AFSL 320505 (Fidante) is a 
member of the Challenger Limited group of companies (Challenger Group) and is the responsible entity of the Fund(s).  Other than 
information which is identified as sourced from Fidante in relation to the Fund(s), Fidante is not responsible for the information in this material, 
including any statements of opinion.

It is general information only and is not intended to provide you with financial advice or take into account your objectives, financial situation or 
needs.  Investors should consider whether the information is suitable to their circumstances. The Product Disclosure Statement and Target 
Market Determination available at www.fidante.com should be considered before making an investment decision. To the extent permitted by 
law, no liability is accepted for any loss or damage as a result of reliance on this information.  Past performance is not a reliable indicator of 
future performance.
Any projections are based on assumptions which we believe are reasonable, but are subject to change and should not be relied upon.

Fidante is not an authorised deposit-taking institution (ADI) for the purpose of the Banking Act 1959 (Cth), and its obligations do not represent 
deposits or liabilities of an ADI in the Challenger Group (Challenger ADI) and no Challenger ADI provides a guarantee or otherwise provides 
assurance in respect of the obligations of Fidante. Investments in the Fund(s) are subject to investment risk, including possible delays in 
repayment and loss of income or principal invested. Accordingly, the performance, the repayment of capital or any particular rate of return on 
your investments are not guaranteed by any member of the Challenger Group.

V1.0
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The OECD has Revised Down Global Economic Growth
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The Starting Point Matters - Inflation, Bonds & Oil 
B4 Ukraine War – labour markets tighter, inflation already high and cash rates were at all time low

Bentham acknowledges our limited understanding of the situation and are 
providing what we believe to be facts to help assess risk and opportunities. 

Bentham believes in discourse, reach out with comments or criticism.

US CPI

US 10yr bond

Brent Oil
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Global Inflation – Selected Countries
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Forward Outlook
Rates expected to stay elevated through 2027

14/05/2026

Australia 
(AUD)

United States 
(USD)Metric

4.35%3.60%Cash Rate

5.06%4.50%10-Year Bond Yield

4.60%3.80%Headline Inflation 

4.30%4.30%Headline Unemployment 

-0.25%-0.20%Real Interest Rate (Cash)

0.46%0.70%Real Interest Rate (10yr Bond)

2.56%2.50%Real Interest Rate to target 
inflation (10yr Bond)

~50%~125%Govt Debt-to-GDP Ratio

~225%~250%Total Debt-to-GDP Ratio

AAAAA+Credit Rating (S&P)

Tax HikesTax CutsFiscal Policy

HikingHoldingMonetary Policy

• Rate Level

• Inflation level

• Fiscal Divergence

• Monetary Stance

• Rating 

• Trust
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Bonds to Bankbill Index
Lock in higher yield than the Bankbill Index for 5 years?

G 2357

Australian 
Bond Index

Bankbill Index

Bond Market Returns above cash
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Appendix:
Additional 
Slides
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Why 
fixed 
interest
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Relative Value - Bond Yields versus Equity Earning Yields
Bonds are best relative value to S&P 500 since 2001
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US Bond Index Levels and US Equity index levels
Reverting to a negative correlation to equities would makes a bonds even more attractive
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 US Real Yields
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Global Cash Rates Long Term Nominal
Monetary policy lag is longer and more variable than usual
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2 year interest rate swap rates globally
7 years
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Government Debt to GDP Ratio – Selected Countries
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10yr Nominal Bonds Reflect Excessive Policy Support
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GULF 
WAR 
3
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The "Hub-and-Spoke" Collapse & Fertiliser Tail Risk

 Strait of Hormuz  
Energy Chokepoint

• 20% of global oil (20 million bbl/d) 
• 20-21% of global LNG (112 billion 

cubic meters (bcm)) 
• Specially from Qatar – is currently 

stranded. 

Unlike the Ukraine conflict which 
primarily disrupted pipeline gas and 
wheat, the Hormuz closure is an almost 
total volume event.

 Intermodal Freight Crisis 
Air + Sea – cost are up

• 20% of global airfreight capacity.

The closure of Gulf airspace and major 
hubs (Dubai, Doha, Abu Dhabi) has idled 
nearly. 
High-value electronics, pharmaceuticals, 
and just-in-time manufacturing 
components. Bypass sea routes are now 
critically disrupted. 
• Asia-to-Europe air cargo costs 

surged 45% in a single week.

Fertiliser & Food 
"Tail Risk and inflation"

• 35% of global Nitrogen fertiliser 
trade.

A uniquely overlooked dimension:  
transits the Strait. With Gulf gas 
facilities under fire or shut in, natural 
gas the primary feedstock for urea and 
ammonia – is constrained.
European ammonia futures have 
already surged to ~$725/tonne. 
The fertiliser shock will manifest as 
food inflation in 6-12 months through 
lower crop yields in the 2026 planting 
season.  

Hubs = critical chokepoints (Strait of Hormuz, Gulf ports, Gulf aviation hubs)
Spokes = oil tankers, LNG cargoes, air freight routes, fertiliser flows that radiate out globally

US, ISRAEL and IRAN Conflict

Bentham acknowledges our limited understanding of the situation and are providing what 
we believe to be facts to help assess risk and opportunities. Bentham believes in discourse, 
reach out with comments or criticism.
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OPEC production – daily production median 30m barrels (30% lower)
BAM : With ships and storage filled production has dropped and oil wells have been capped. Daily 9m Barrels lower 

G Bentham Markets Charts 2971: OPEC vs 
CO1
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Number of tankers going through the Strait of Hormoz
Pre-war average 52-63 per day? 

G Bentham Markets Charts 2946: Hormuz Crossings

VLCC (Very Large Crude Carrier): The "backbone" of the global oil trade, carrying 
about 2,000,000 barrels. 
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What are the chances that “Strait of Hormuz traffic returns to normal?”
BAM comment – It will finish when Iran wants it open? 

Cease fire 
7th April    

Strait is open 
17th April

US helps ship 
leave 4th May

G Bentham Markets Charts 2954: Gulf 
polymarket

May 26

April 26

June 26

Ceasefire 
7th April    

Strait is open 
17th April

US helps ship 
leave 4th May
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Bond Yield Comparison
Australian yields now exceed US across the curve
Cash Rate
US: 3.63%    AU: 4.35%    Spread: +72 bps
2-Year
US: 3.95%    AU: 4.71%    Spread: +76 bps
10-Year
US: 4.42%    AU: 5.03%    Spread: +61 bps
30-Year
US: 4.98%    AU: 5.47%    Spread: +49 bps

Key Takeaway
Australian sovereign spread has compressed vs US, reducing yield pickup for foreign investors
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What Is Driving the Divergence?
Different inflation dynamics and policy responses

Inflation
US core PCE at 2.8%, trending sideways

AU headline CPI surged to 4.6% in Q1 2026

AU trimmed mean at 3.5%, well above target 
band

Middle East conflict pushing fuel prices higher 
globally

Labour Markets
US added 115k jobs in April, steady market

AU unemployment at 4.3%, tight by historical 
standards

AU wage growth at 3.3% y/y, feeding services 
inflation

Both economies showing resilient employment

Policy Response
Fed: Two consecutive holds at 3.50-3.75%

RBA: Three consecutive 25bp hikes in 2026

RBA reversed all 2025 rate cuts

Fed focused on data dependency; RBA in 
tightening mode
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Forward Outlook
Rates expected to stay elevated through 2027

United States
• FedWatch: ~1% chance of a June cut, 99% hold
• Bank of America: no cuts until H2 2027
• March SEP: fed funds to 3.00-3.25% by end 2027
• Core PCE forecast: 2.7% for 2026, 2.2% by end 2027
• Key risk: Iran conflict re-escalation could push rates 

higher

Australia
• Market pricing: cash rate to 4.70% by end 2026
• Westpac forecasts peak of 4.85% — two more hikes
• RBA: inflation not to 2-3% band until mid-2028
• Headline CPI 4.6%, trimmed mean 3.5% above target
• Strait of Hormuz disruptions adding energy price risk
• Key risk: recession if rate hikes weigh on consumption
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US inflation, expectations and market implied
Market is contained. Now 3yr expectation are the lowest in 10 years

The survey targets a nationally representative panel of approximately 1,300 household heads across the United States.

Actual Inflation 
CPI YOY

Financial market forward implied inflation

Median 1yr 
Inflation

expectation

Median 3yr inflation expectation
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Australian – Financial markets and Consumer inflation expectations
RBA may have a small problem with inflation expectations? 

Financial Markets Inflation 
Expectation 

Consumer Inflation Expectation

Australian Headline CPI Inflation 

Inflation measures less 2.5%
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