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Main Themes: US share markets finished the 
session mixed and US bond yields little changed. 
Inflationary concerns remain. The US Philly Fed’s 
index showed prices paid rose to their highest since 
June’s 42-year high. Late in New York, the US dollar 
index came under selling pressure, helping the AUD 
steer clear of a key support level of 0.7230 for now. 

Share Markets: US equity markets were mixed 
overnight. The S&P 500 and the NASDAQ reached 
new record highs, edging up 0.3% and 0.5%, 
respectively. The Dow Jones bucked the trend, 
closing down 0.2%. US markets were volatile, ahead 
of what’s set to be the second biggest option 
expiration in recent history tomorrow. The total 
number of outstanding contracts on equity, index 
and ETF options stands at $95.5 million. 

The ASX 200 index rose nine points to 7,379, up 
0.1% in yesterday’s the session. 

Interest Rates: US bond yields finished little 
changed. The US 2-year yield closed flat at 0.50% 
and the 10-year yield edged down 1 basis point to 
1.58% after fluctuating between 1.57% and 1.61% 
during trade. A 10-year inflation-linked bond 
auction witnessed strong demand.  

Interest-rate markets continue to have the first Fed 
funds rate hike fully priced for August 2022. 

The Australian 3-year government bond yield 
(futures) traded around 1.13%, while the 10-year 

yield rose from 1.80% to 1.84%.  

Cash-rate futures have the first rate hike from the 
Reserve Bank (RBA) fully priced for August 2022. 
Earlier this week, futures were priced for a July 
2022 move, but this has been wound back since the 
RBA Governor’s speech on Tuesday. 

Foreign Exchange: The AUD/USD fell from an 
overnight high of 0.7293 to a 6-week low of 0.7250 
before recovering towards the 0.7280 handle. A 
mild sell off in the US dollar helped the AUD/USD 
recover. The support level for 0.7230 remains 
critical to the near-term outlook for the AUD. A 
sustained, clean break under this level would spell a 
more bearish outlook in the near term. 

Commodities: West Texas Intermediate crude oil 
ended higher after a volatile session of trade 
overnight. Low prices saw investors return to the 
market, as all eyes were focused on the US decision 
to release strategic reserves. Copper also rose, 
while gold slipped. Iron ore closed flat. 

COVID-19: Restrictions ease today in Victoria, 
including the removal of density limits in homes and 
businesses. The move comes as Victoria is expected 
to pass its 90% double-dose vaccination milestone 
over the weekend (for individuals aged 12+). 

Australia: In a speech yesterday, the Reserve Bank’s 
(RBA) Assistant Governor Luci Ellis highlighted 
opportunities for post-pandemic productivity gains 
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alongside increased remote working, online sales, 
and medical advances. However, Ellis underscored 
that the path forward for productivity remains 
uncertain. 

Separately, the RBA’s Tony Richards warned 
cryptocurrency investors over excessive hype 
around the assets. He cautioned that there are 
“plausible scenarios” where much of the price 
increases over recent years could be unwound. The 
RBA expects global central banks will establish 
control over digital finance by issuing a new form of 
digital money, called central bank digital currency. 

United States: The Federal Reserve's John William 
seemed less comfortable about medium-term 
inflation pressures. Williams said longer-term price 
expectations have moved up "quite a bit" and 
cautioned against letting that trend continue. He 
cited rising rents and supply constraints as major 
factors. The International Monetary Fund (IMF) also 
warned that US price risks are to the upside, which 
may require an accelerated policy response. 

Manufacturing activity slowed in the Kansas City 
Federal Reserve district in November. The Kansas 
City Fed’s manufacturing activity gauge dropped 7 
points to 24 in November. Consensus had expected 
a stronger outcome of 28. 

The Conference Board leading economic index 
increased by 0.9% in October to 118.3, following a 
0.1% increase in September and a 0.7% increase in 
August. The sharp rise suggests the current 
economic expansion will continue into 2022. 

Initial jobless claims edged down to 268k in the 
week ending 13 November, following a revised 269k 
outcome in the week prior. However, claims 
remained well above consensus expectations of 
260k. The four-month moving average moved down 
to 273k, the lowest since March 2020, as the labour 
market continued to tighten. 

The index for current general activity in the 
Philadelphia Federal Reserve’s manufacturing 
business outlook survey rose to 39 in November, 
surging past expectations. It was 23.8 in October. 
General activity, shipments, new orders, and price 
indicators were all up from October. Meanwhile, 
the employment index registered a decline, but 
remained elevated. 

On the inflation front, the index for prices paid rose 
by ten points to 80, marking the highest reading 
since June’s 42-year high.  

The accompanying commentary referred to an 
economy that “continues to overheat”. 

 

 
 

Besa Deda, Chief Economist 

Ph: (02) 8254 3251 

& 

Jameson Coombs, Associate Economist 
Ph: 0401 102 789 

Today’s key data and events: 

 

JP CPI Oct y/y exp 0.2% prev 0.2% (10:30am)  

UK GfK Cons. Sentiment Nov exp -18 prev -17 (11:01am)  

NZ Credit Card Spending Oct prev -3.3% (1pm)  

UK Retail Sales Oct exp 0.5% prev -0.2% (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 par ticular 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. 

 


