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Main Themes: Stronger-than-expected US inflation 
data drove market sentiment overnight. Headline 
inflation rose to its fastest annual pace since 
December 1990. In response, bond yields rose 
sharply, equity markets fell, and the US dollar 
strengthened. 

Share Markets: Equity markets fell by the most in a 
month as investors digested the potential 
implications of the higher-than-expected inflation 
outcome. The Nasdaq led the declines as tech 
stocks are considered to be the most vulnerable to 
higher inflation. 

The S&P 500 fell 0.8% and the Nasdaq was down 
1.7%. 

Interest Rates: Bond yields jumped as investors 
adjusted their expectations on when the Federal 
Reserve would need to tighten monetary policy. 
The US 10-year treasury yield was 13 basis points 
higher to 1.56%. The 2-year yield also jumped 9 
basis points to 0.51%. The market is now expecting 
the first Fed rate increase to be in August 2022. This 
compares to October 2022 yesterday. 

The Australian 10-year government bond yield 
(futures) rose from 1.76% to 1.88%. The 3-year 
government bond yield (futures) also increased 
from 1.08% to 1.21%. 

Foreign Exchange: The US dollar rose against all 
major currencies. The USD Index rose from a low of 
94.0 to a high of 94.9, where it settled at the time 

of writing. 

The AUD/USD pair fell on the day. The pair fell from 
a high of 0.7393 to a low of 0.7326, a one-month 
low. 

Commodities: Gold increased following the higher-
than-expected inflation outcome. Oil was lower 
following news that US stockpiles of crude 
increased by 1 million barrels. Copper was also 
down, while iron ore was broadly unchanged. 

COVID-19: Queensland hit its 80% first dose 
vaccination target yesterday. The milestone will 
trigger the easing of some restrictions, including 
mandatory masks. 

Australia: Consumer sentiment remained elevated 
in November and was largely unchanged from 
October. This followed the easing of restrictions in 
Australia’s two largest capital cities in October, and 
continued progress in the vaccine rollout. 

The Melbourne Institute’s monthly consumer 
sentiment index edged up 0.6% to 105.3 in 
November, following a decline of 1.5% in October, 
to hold above the long-run average of 101.3.  

Consumer sentiment has been resilient through the 
delta lockdowns relative to 2020, supported by 
solid vaccination rates and roadmaps which have 
provided a path out of lockdowns. Yesterday’s data 
marks another solid print, as businesses gear up for 
the busy Christmas shopping season.  
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New South Wales recorded the strongest monthly 
increase in consumer sentiment, up 4.4%, while 
sentiment edged up 0.7% in Victoria, likely 
reflecting that the Sydney lockdown lifted earlier 
than in Melbourne.  

China: The producer price index rose 13.5% over 
the year to October, the highest rate on record, 
after 10.7% annual growth in September. China’s 
factory gate prices were fuelled by imported 
inflation and tight domestic supply for energy and 
raw materials. 

The rapid rise in producer price inflation is also 
beginning to flow on to consumers. The consumer 
price index (CPI) increased 1.5% over the year to 
October, the fastest pace since September 2020. 
The result provides further evidence of the building 
inflation risks, as producers pass on the effects of 
rising commodity prices, energy shortages and 
supply chain bottlenecks. 

United States: Inflation rose at its fastest annual 
pace in more than three decades. The headline CPI 
rose by 0.9% in October. This was above consensus 
expectations of 0.6% and more than double the 
September outcome of 0.4%. Annual inflation rose 
at its fastest pace since December 1990, up 6.2% 
over the year to October. This follows annual 
inflation of 5.4% over the year to September and 
was above consensus expectations of 5.9%. 

The rise was driven by expected increases in energy 
prices and continued supply-chain disruptions. 
However, the increase was also driven by gains in 
prices of new and used cars, tobacco, food, medical 
care, and shelter. On an annual basis, the energy 
and gasoline indices are up 30% and 50%, 
respectively. 

The core inflation measure, which removes volatile 
items such as food and energy was also stronger-
than-expected, rising by 0.6% in the month and 
4.6% over the year to October. Annual core inflation 
rose at its fastest level since August 1991. 

The strong outcome will place further pressure on 
the Federal Reserve to respond sooner rather than 
later. 

Initial jobless claims fell to a pandemic low of 267k 
for the week ending 6 November as the labour 
market continues to recover from the impacts of 
the pandemic. This was down from a revised 271k 
in the previous period and above consensus 
expectations of 260k. 
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Today’s key data and events: 

 

AU Cons. Inflation Expect’ns Nov prev 3.6% (11am)  

AU Labour Force (11:30am)  

  Employment Change Oct exp -50k prev -138.0k 

  Unemployment Rate Oct exp 4.7% prev 4.6% 

  Participation Rate Oct exp 64.3% prev 64.5%  

UK GDP Q3 exp 1.5% prev 5.5% (6pm)  

UK Industrial Production Sep exp 0.2% prev 0.8% (6pm) 

 

Times are AEDT. All data forecasts are m/m or q/q and seasonally 
adjusted unless otherwise specified. Forecasts for Australian data are our 

forecasts and for other countries they are consensus forecasts. 



Morning Report  
 

 
 

 
 

 

 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 

 
 

Contact Listing    

    
Chief Economist Economist   
Besa Deda Matthew Bunny   
dedab@banksa.com.au matthew.bunny@banksa.com.au   
(02) 8254 3251 (02) 8254 0023   
    
Senior Economist Associate Economist 

Jarek Kowcza Jameson Coombs 

jarek.kowcza@banksa.com.au jameson.coombs@banksa.com.au 

0481 476 436 0401 102 789 

 
 
 
 
The information contained in this report (.the Information.) is provided for, and is only to be used by, persons in Australia. The information may 
not comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment 
objectives or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should 
be made on the basis of the Information without first seeking expert financial advice. For persons with whom BankSA has a contract to supply 
Information, the supply of the Information is made under that contract and BankSA’s agreed terms of supply apply. BankSA does not represent 
or guarantee that the Information is accurate or free from errors or omissions and BankSA disclaims any duty of care in relation to the 
Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change. Terms, 
conditions and any fees apply to BankSA products and details are available. BankSA or its officers, agents or employees (including persons 
involved in preparation of the Information) may have financial interests in the markets discussed in the Information. BankSA owns copyright in 
the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted without the written 
consent of BankSA. 

 
  
Any unauthorized use or dissemination is prohibited. Neither BankSA- A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 
233714 ACL 233714, nor any of Westpac's subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 

 


