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Australia’s 10-year government bond yield hit 4.25% after a sharp inflation spike

prompted markets to rethink the Reserve Bank of Australia (RBA) monetary policy.

Australia’s 10-year government bond yield climbed to approximately 4.25% on August 4,
2025, recovering from a four-week low, as a surge in inflation data forced investors to
reassess the Reserve Bank of Australia’s (RBA) monetary policy trajectory. The consumer
price index (CPI), a key inflation gauge, rose to 2.8% year-on-year in July 2025, up from
2.2% the previous quarter, according to the Australian Bureau of Statistics (ABS). This
uptick, driven by higher energy and housing costs, has raised concerns that the RBA may
delay planned interest rate cuts, currently projected at 3.00% by mid-2026, as reported
by YieldReport.
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The bond yield increase reflects market expectations of tighter monetary policy to curb
inflation, which is now approaching the RBA's 2-3% target range. JCB Active Bond Fund
Executive Director Angus Coote told YieldReport that the yield rise aligns with global
trends, noting U.S. consumer confidence at 97.2 and trade tensions as contributing
factors. The RBA's cautious approach, maintaining the cash rate at 4.35% since
November 2023, has drawn criticism from business groups like the Australian Chamber
of Commerce and Industry (ACCI), which argues that prolonged high rates are squeezing
small businesses. ACCI CEO Andrew McKellar emphasized that firms face rising costs,

with 62% reporting higher input prices in 2025, per an ACCI survey.

Opposition Liberal Party Member of Parliament (MP) Angus Taylor has pointed to the
Australian Labor Party government’'s S315 billion in new spending since 2022 as a driver
of inflationary pressure, urging fiscal restraint to ease the burden on households.
Meanwhile, Treasurer Jim Chalmers defended the government’s economic strategy,
stating that targeted relief, like the S1,500 tax cuts rolled out in July 2024, is helping
families cope with rising costs, as reported by ABC News. However, with Sydney’s
median rent at S750 per week, per Domain, and mortgage payments consuming a record
share of household income, according to the International Monetary Fund (IMF), public

frustration is growing.

The bond market’s reaction underscores broader economic challenges. As inflation
edges higher, the RBA faces pressure to balance growth and price stability. Investors are
now closely watching upcoming CPI data and U.S. Federal Reserve moves, which could

further influence Australia’s yield curve and economic outlook.
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