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Main Themes: US President Biden announced he 
would be re-nominating Jerome Powell for a second 
term as the Federal Reserve Chair. Markets 
responded by lifting demand for equities and the US 
dollar. However, concerns that Germany and other 
Western European countries might follow Austria 
into a lockdown are rising and impacting markets. 

Share Markets: The US Dow Jones and S&P 500 
index finished higher overnight. The Dow rose 17 
points and the S&P 500 finished up 6 points to 
within a whisker of a new record high. The Nasdaq 
fell 203 points (or -1.2%). Demand for equities was 
spurred by the re-nomination of Jerome Powell as 
Fed Chair.  

Yesterday the ASX 200 index dropped 44 points (or  
-0.6%). There was a movement by Australian 
investors into more defensive stocks and away from 
technology and travel-related shares after a spike in 
European COVID-19 infections. There are fears 
Germany and other Western European countries 
may soon follow Austria into a lockdown.  

Interest Rates: Interest-rate markets reacted to 
Powell’s renomination by pricing in a ramp-up in 
Fed tapering and a June rate lift-off. Yields at the 
front end of the yield curve rose sharply; the US 2-
year yield climbed 8 basis points to 0.58%, 
exacerbated by a lukewarm reception to a $58 
billion auction of 2-year notes. In the euro-dollar 
futures market, a second US rate hike is now priced 

into the November 2022 Fed meeting, up from the 
December meeting on Friday. 

The US 10-year yield also rose significantly, closing 7 
basis points higher to 1.62% overnight. 

The Australian 3-year government bond yield 
(futures) rose from 1.14% to 1.20% and the 
Australian 10-year yield rose from 1.83% to 1.89%.  

Markets have the first rate hike from the Reserve 
Bank fully priced for August 2022. Cash-rate futures 
have a probability of 80% attached to a rate hike in 
July. 

Foreign Exchange: The US dollar strengthened 
against every G10 counterpart, as markets priced in 
a more aggressive unwinding of policy stimulus 
from the Fed. The AUD/USD moved from an 
overnight high of 0.7273 to a low of 0.7222, taking 
out a key support level of 0.7230 on the way. Next 
support is near the 0.7100 level, which represents 
the low for the AUD/USD struck during the delta 
lockdowns in NSW and Victoria. 

Commodities: Oil prices firmed modestly overnight. 
Japanese and Indian government officials are 
working on ways to release national reserves of 
crude oil in tandem with the United States and 
other major economies to dampen prices. The US is 
considering selling more than 35 million barrels 
over time from its Strategic Petroleum Reserve. 
OPEC+ delegates said the group may re-evaluate 
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planned output increases when they meet next 
week if countries do tap reserves.  

COVID-19: Germany's Chancellor overnight said the 
latest virus surge in Germany is worse than anything 
the country has experienced so far. There are fears 
Germany may soon follow Austria and implement a 
lockdown.  

On Monday, Austria became the first west 
European country to re-enter lockdown since 
vaccination began earlier this year.  

In other news, Pfizer-BioNTech said their vaccine 
demonstrated 100% efficacy in adolescents aged 12 
to 15 in a longer-term analysis. 

Australia: News reports suggest extra spending in 
the form of personal income tax cuts is being 
considered by the Federal government. And data 
released by the independent Parliamentary Budget 
Office yesterday shows that the Federal budget 
could be in deficit every year out to at least 2061.  

China: Media reports suggest that China's financial 
regulators told several Chinese banks to issue more 
loans for property projects, with the aim of easing 
liquidity strains without restarting housing 
speculation.  

Eurozone: Bank of France’s Governor, François 
Villeroy de Galhau, said the European Central Bank 
(ECB) is "serious" about ending its emergency bond-
buying program in March and may not need to 
expand regular asset purchases to cover the 
shortfall. The ECB Governing Council member told 
Boersen-Zeitung newspaper that each wave of the 
pandemic has caused less damage than the last, and 
the continent's high vaccination rates will prove an 
"economic advantage." 

In data overnight, the economic confidence 
indicator for the euro area deteriorated in 
November to -6.8, from -4.8 in October. The fall was 
bigger than anticipated by consensus. 

United States: US President Biden nominated the 
Federal Reserve Chair for another four-year term 
and elevated Lael Brainard to Vice Chair. Markets 
had fretted recently that Powell would not be re-
nominated and a more dovish Chair nominated. The 
nominations help maintain consistency as the 
central bank grapples with rising inflation and the 
lingering economic impact of the pandemic. Both 
Powell and Brainard are likely to be confirmed by 
the Senate.  

Existing home sales increased 0.8% in October from 
the prior month to a seasonally adjusted annual 
rate of 6.34 million. That was the highest pace since 

January, though October sales fell 5.8% from a year 
earlier when the market was at its peak for this 
cycle. Demand for housing remains solid amid low 
availability of homes for sale. 

US realtors are now predicting full year sales of over 
6 million, which would be the highest number of 
sales since 2006. 

The October Chicago Fed national activity index 
(CFNAI), released by Federal Reserve Bank of 
Chicago, rose to 0.76 from -0.18 in September, its 
highest since April 2022. That follows an 
improvement seen in other October sentiment 
surveys, such as ISM and Markit's PMI surveys, 
which showed economic conditions improving on 
the month.  
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Today’s key data and events: 

 

NZ Retail Sales Vol. Q3 exp -10.5% prev 3.3% (8:45am) 

AU RBA Head of Domestic Markets Speech (12:05pm) 

AU RBA Dep. Head of Domestic Markets Panel (2:50pm) 

EZ Markit Serv. PMI Nov P exp 53.5 prev 54.6 (8pm) 

EZ Markit Mfg PMI Nov P exp 57.3 prev 58.3 (8pm) 

UK Markit Mfg PMI Nov P exp 57.3 prev 57.8 (8:30pm) 

UK Markit Serv. PMI Nov P exp 58.2 prev 59.1 (8:30pm) 

US Markit Mfg PMI Nov P exp 59.1 prev 58.4 (1:45am) 

US Markit Serv.PMI Nov P exp 59.0 prev 58.7 (1:45am) 

US Richmond Fed Index Nov exp 11 prev 12 (2am) 

 

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. 

https://www.theguardian.com/world/austria
https://www.fxstreet.com/macroeconomics/central-banks/fed
http://www.chicagofed.org/webpages/index.cfm
http://www.chicagofed.org/webpages/index.cfm


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. 

 


