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Today's economic developments and market movements.
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable,
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Share markets:

US equity markets were jittery ahead of NVIDIA's earnings
announcement after the close this morning. Option market
pricing points to the potential for significant swings should
results surprise with the VIX volatility index spiking to its
highest level since the US election. The S&P 500 and the
NASDAQ are down 0.1% after staging late rallies to erase
larger falls from earlier in the session.

The ASX 200 fell 0.6% yesterday after surging to a record
high in the prior session. Futures traded flat overnight. Chinese
equities eked out gains yesterday with both the CSI 300 and
the Heng Sang up 0.2%, while Japan’s Nikkei was down 0.2%.

Interest rates:

Benchmark yields were modestly higher across the curve

in the US with bonds selling off for the first time in a few
sessions. Weak demand for an auction of 20-year treasuries
dented sentiment. However, demand for the 20-year line has
been far from impressive since the US Treasury re-introduced
the bonds in 2020.

The 2-year yield was up 3 basis points to 4.31%, while the
10-year yield is up 2 basis points at 4.41%, both trading
comfortably within the range of the last fornight. Near-term
rate cut expectations were trimmed marginally with swaps
pricing implying around a 33% chance of a Fed rate cutin
December.

Yields in the UK initially rose in response to the stronger-than-
expected inflation report with traders trimming scale of rate
cuts from the Bank of England (BoE) next year. However, the
moves were later unwound throughout the session with rate
expectations finishing little changed on the previous day and
2-year yields closing a basis point lower.

Aussie bond futures yields are 2 basis points higher this
morning in both the 3-and-10-year tenors at 4.10% and
4.59%, respectively. Market expectations for RBA rate cuts
have been pushed out to July and a move in May is around
90% priced in.

Foreign exchange:

The US dollar rallied, unwinding most of its slide over the last
week with recent price action pointing more firmly towards

a bullish consolidation rather than a sharp reversal in the US
dollar’s post-election rally. The DXY index rose from a low

of 106.11 to a high of 106.92 and is currently sitting around
106.70.

The Ausse dollar touched an intra-day high of 0.6545 and was
on-track to continue it's upswing before selling off sharply

to briefly dip back below 65 cents. The Aussie did broadly
outperform most of the G-10 on the sell-off but directionarlly
remains largerly at the whim of the US dollar.

The Japanese Yen came under selling pressure with the

Today’s key data and events

Time Event Exp Prev

6pm UK Public Sector Net Borrowing Oct £12.9b £6.6b

7pm AU RBA Gov. Bullock Speech

12:30pm US Philadelphia Fed Biz Outlook Nov 8.0 10.3
US Initial Jobless Claims w/e Nov 16 220k 217k

2am EZ Consumer Confidence Nov Prel. -12.4 -12.5
US Leading Index Oct -0.3% -0.5%
US Existing Home Sales Oct 2.9% -1.0%

3am US Kansas City Fed Mfg Activity Nov -5 -4

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

USD/JPY breaking through 155 on its way to an intraday
high of 155.89 and into territory where market participants
will be weary of the chances of intervention from Japanese
policymakers.

The British Pound also sold off against the US dollar but
outperformed the broader G-10. The euro traded a full one
cent range, initially testing resistance around 1.0610 before
falling sharply towards the bottom of the last week’s range.

Commodities:

Crude markets reversed the prior session’s small gains

in fluctuating trade as attention shifted between the
developments in the Russia-Ukraine conflict and the Energy
Information Administration (EIA) inventory report. West Texas
Intermediate contracts are down 0.7% at $68.87.

Press reported that Ukraine had fired British Storm Shadow
missiles at military targets in Russia for the first time. This
follows the use of US long range Atacms missiles on Russian
soil on Tuesday. US and European embassies in Kyiv were shut
over the threat of a ‘significant’ Russian attack. However, the
EIA inventory report was deemed to be bearish by the market
with US crude inventory rising for the third consecutive week
due to heavy imports into the Gulf coast. Crude inventories rose
by 545k barrels, and gasoline stocks rose by 2.05m barrels.
Crude production fell by 199k barrels per day to 13.2m barrels
per day with storms playing a large part in the hefty drop.

Metals turned modestly lower as the US dollar rose. Copper is
very slightly lower at US$9,082 though aluminium fell by 0.6%
to US$2,630.

Iron ore markets marked time above US$100 with futures in
Singapore down 0.2% at US$101.40. The focus remains on
the Chinese Politburo meeting which is typically held in early
December and then the Central Economic Work Conference
which would be due to take place around the middle of
December.

Australia:

The six-month annualised growth rate in the Westpac-
Melbourne Institute Leading Index, which indicates the likely
pace of economic activity relative to trend three to nine
months into the future, moved into positive territory in the
latest month, lifting from -0.20% in September to +0.26% in
October.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable,
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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China:

As widely expected, China left its 1-year and 5-year loan
prime rates unchanged in November at 3.1% and 3.6%,
respectively. This followed 35 basis points of cuts to both
prime rates since June and a broader easing in monetary policy
settings, in addition to recent policy announcements to help
deleverage local governments and bolster the residential
property sector.

United Kingdom:

Inflation came in above expectations in October with the
consumer price index (CPI) lifting 0.6% in the months to be
2.3% higher throught the year. The step up from September’s
1.7% annual rate was largerly a consequence of a jump in
electricity prices as government assistance expired.

Annual core inflation edged up from 3.2% to 3.3% as services
inflation remained sticky at an elevated level, up from 4.9% to
5.0% in annual terms. The strong inflation reading will keep
the BoE on a very gradual easing path as policymakers remain
concerned by the persistence of services inflation.

United States:

Comments from Federal Reserve Governor's overnight
supported a patient easing cycle. Michelle Bowman said

she wants to move cautiously on further rate cuts because
progress in curbing inflation has slowed while Lisa Cook said
risks remain “roughly in balance.”

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable,
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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