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MORNING REPORT

Today's economic developments and market movements.

Key themes Data snapshot

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change
Expectations that US T™WI 599  0.0% 30 day BBSY 437 000
president Donald Trump AUD/USD 06271 -0.1% 90 day BBSY 438 0.00
may take a more measured AUD/IPY 9753 -0.1% 180 day BBSY 447 000
approach with tariffs AUD/GBP 05081 -02%  1yearswap 402 000
than previously thought AUD/NZD 11055 -0.1% 2 year swap 390 000
helped boost sentiment AUD/EUR 06018 -0.1% 3 year swap 390 002
across markets, Asian AUD/CNH 45568  0.0% 4 year swap 392 001
mark§t§ bging the biggest AUD/SGD 08483 -03% 5 year swap 397 000
beneficiaries. AUD/HKD 48818  0.0% 6 year swap 405 000
Equities in Asia and AUD/CAD 0.8987 0.1% 7 year swap 4.13 0.00
Australia continued their EUR/USD 1.0422 0.1% 8 year swap 4.20 0.01
ascent following yesterday’s USD/IPY 15553  -0.1% 9 year swap 4.26 0.00
news of a constructive call USD Index 108.05 -1.2% 10 year swap 4.45 -0.01
with China’s President Xi
Jinping. Equities Close Change Government Bond Yields Close Change

S&P/ASX 200 8402  07%  Australia
The US dollar again S&P 500 6,046  0.8% 3 year bond 388  -0.06
slumped further with most Japan Nikkei 39,028  03% 10 year bond 440  -0.07
G10 currencies closing Hang Seng 20,107  09%  United States
where they opened. Asian Euro Stoxx 50 5166  00%  3-month T Bill 420 000
currencies were the biggest UK FTSE100 8548  03% 2 year bond 427  -001
beneficiaries. VIX Index 1507 -47% 10 year bond 456  -0.06

, her (1 i
Bond yields were lower Other (10 year yields)

across developed markets, Commodities Current Change Germany 2.51 -0.02

most curves flattening CRB Index 30887 -0.7%  Japan 1.19 -0.01
Gold 2742.60 1.3% UK 4.59 -0.07
Copper 9206.33 0.9%
Oil (WTI futures) 75.89 -2.6% Sydney Futures Exchange Current Change
Coal (coking) 195.00 0.5% 10 yr bond 4.46 0.02
Coal (thermal) 124.45 2.4% 3 yr bond 3.90 0.04
Iron Ore 103.75 0.9% 3 mth bill rate 4.24 -0.02
ACCU 3538  -4.4% SPI 200 8,409 0.4%

Data as at 8:07am AEDT. Change is from the previous trading day (excluding the SFE, which is the change during the night
session). Source: Bloomberg.

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:

With little to react to domestically the ASX 200 gained

0.7% reflecting positive sentiment permeating markets

as expectations that Trump may be softer on tariffs than
previously expected started to grow. US markets also finished
higher as executive orders were viewed as positive for equities
both for mid and small caps. The S&P500 rose 0.9% while the
Dow Jones was up 1.3% and the NASDAQ 0.6%.

Outside the US, this positive sentiment was most noted in
Asian markets led by Hong Kong’s Hang Seng which rose
0.9%. Japan’s Nikkei was up 0.3% while China’s CSI 300 also
rose 0.1%. India’s NIFTY50 was an anomaly in the pack falling
1.4%. Elsewhere, London’s FTSE 100 finished 0.3% higher as
did the German DAX. The Euro Stoxx 50 finished flat.

Interest rates:

Yields were down across most developed markets as the
reduced threat of trade tensions quelled concerns of inflation
and tighter policy helping flatten the curve. Australian
government bond yields were lower across the curve with the
long-end leading the way. In yesterday’s trade, the 10-year
bond yield was down 7 basis points to 4.40% while the 3-year
was down 6 basis points to 3.88%. Bond futures suggest the
curve may flatten further with the 10-year yield up 2 basis
points and the 3-year up 4 basis points. Markets continue to
price a 70% chance of an RBA rate cut in February with almost
three cuts priced in for 2025.

In the US, the 10-year bond yield fell 6 basis points to 4.56%
while the 2-year was down 1 basis point to 4.27%. UK Gilts
also unwound slightly with the 2-year bond yield falling 4
basis points to 4.33% and the 10-year down 7 basis points to
4.59%. The German Bund was down only slightly — 2 basis
points at the 10-year mark and 1 basis point at the 2-year.

Foreign exchange:

The dollar sold off further sending the DXY index down

to 108.05 points. The DXY was trading higher prior to the
opening of US markets after which it descended lower until it
tested a key level of 108 before jolting back. This is the second
time the DXY has tested 108 this week.

The Australian and Canadian dollar were the worst performers
against the greenback. The Aussie dollar was little changed
at 0.6267. The CAD started the session strong but was little
changed finishing roughly where it was at open at 1.4338.
Weakness in the CAD was prompted not only by Trump’s
remarks around tariffs on Canadian goods but also the weaker
than anticipated inflation read which could see the Bank of
Canada cut further widening its policy differential with the
Fed. The Mexican peso recovered some of its losses from
yesterday rising 0.14 peso against the greenback to 20.6416
at the time of writing.

The euro made good progress during the first half of the

Today’s key data and events

Time Event Exp Prev
8:45am NZ CPI Q4 0.5% 0.6%
8:45am NZ CPI Q4 yly 2.1% 2.2%
10:30am AU Westpac-MI Leading Index Dec - 0.0%
2:00am  US Leading Index Dec -0.1pts 0.3pts
8:45am  NZ Net Migration Nov - 2790k
12:30am US Initial Jobless Claims 220k 217k

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.

session but also closed not far from the open at 1.0417
against the US dollar following a strong session yesterday.

Asian currencies were stronger led by the Thai baht.
Policymakers, both on the fiscal and monetary side, across
emerging Asia will see tariffs and a more hawkish Fed as key
risks to growth for 2025.

Commodities:

Brent crude oil price fell a further 0.8% as Trump reaffirmed
his support for promoting oil production and declared a
national energy emergency.

The London Metals Exchange Index closed 0.7% higher.
Metals continued to move higher again supported by doubt
around the extent of tariffs. Copper was up 0.9% while Nickel
was flat. The prospect of cuts in production continue to weigh
on Nickel prices.

Gas prices were supported by cold weather across Texas and
could come under pressure further should temperatures get
frostier in Europe. UK Natural Gas futures were up 4.33%.

Gold was up 1.3% to US$2742.60. Iron ore fell 0.9%.

Australia:

There were no significant data releases on Tuesday.

Eurozone:

The ZEW survey reported that financial sector analysts’
expectations for the euro area growth prospects for the near
term were little changed in the latest month. The headline
expectations index was up by 1 point to 18, a level well below
the average for last year. Meanwhile, the current conditions
index was also little changed remaining at historically low
levels. Political uncertainty in Germany and possible adverse
growth effects for the euro area from Trump’s trade policy likely
remain at the top of the list of survey respondents’ concerns.

New Zealand:

Card spending was up 2.0% across all industries in December.
Growth was led by fuel and durables (+3.8% and 3.7%
respectively) while spending on motor vehicles was down.
Spending was up 1.1% in the quarter. This, however, follows
weakness in Q2 and Q3.

United Kingdom:

The latest UK jobs data was largely as expected, confirming

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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that the conditions in the labour market continued to loosen
towards the end of last year as the economy stagnated. Indeed,
payrolled employees count was down by 47k in December,
while the three-month growth of official employment measure
slowed to a seven-month low of 35k leaving the headline
three-month unemployment rate ticking higher to 4.4%, which
is 0.3ppt higher from three months ago. A ratio of vacancies-
to-unemployment, an indicator of the overall labour market
situation the Bank of England officials follow closely, fell again
and was below the levels seen before the pandemic.

On wages, private sector regular pay growth increased 0.5ppt
to0 6.0%3M/Y in November. While the increase may be alarming,
especially compared to the BoE's 5.1%3M/Y forecast for Q4
2024, it follows more-timely survey data pointing to slowing
pace of pay growth. Ahead of forthcoming tax and minimal
wage increases, the BoE’'s MPC is likely to look through the
most recent pick up in the official indicators and continue cutting
interest rates in the next policy meeting in early February.

United States:

Following his inauguration, US President Trump signed a flurry
of Executive Orders, withdrawing the US from the WHO and
the Paris agreement; promoting oil and gas production in the
US and removing support for the green transition; reducing and
removing safeguards for Al development; requiring Federal
workers return to the office full time as soon as possible;
removing protections for undocumented migrants and readying
for stronger enforcement of the US’ borders. President Trump
also made comments that inferred tariff proposals were

being discussed, the requested study of trade seemingly not
precluding a more immediate imposition of trade measures if
deemed appropriate. Press reports suggest President Trump’s
immediate focus will now shift to initial discussions with
Congress on personal taxation and an announcement related to
private investment in Al development.

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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Disclaimer

This information has been prepared by Westpac and is intended

for information purposes only. It is not intended to reflect any
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not be based on it. This information does not constitute an offer, a
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a later date. This information may contain or incorporate by reference
forward-looking statements. The words “believe”, “anticipate”,
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as to the quality, accuracy or completeness of the statements). You
should seek your own independent advice.

Additional country disclosures:

Australia: Westpac holds an Australian Financial Services Licence
(No. 233714). You can access Westpac's Financial Services Guide
here or request a copy from your Westpac point of contact. To

the extent that this information contains any general advice, it has
been prepared without taking into account your objectives, financial
situation or needs and before acting on it you should consider the
appropriateness of the advice.

New Zealand: In New Zealand, products and services are provided

by either Westpac (NZ division) or Westpac New Zealand Limited
(company number 1763882), the New Zealand incorporated subsidiary
of Westpac (“WNZL"). Any product or service made available by WNZL
does not represent an offer from Westpac or any of its subsidiaries
(other than WNZL). Neither Westpac nor its other subsidiaries
guarantee or otherwise support the performance of WNZL in respect of
any such product. WNZL is not an authorised deposit-taking institution
for the purposes of Australian prudential standards. The current
disclosure statements for the New Zealand branch of Westpac and
WNZL can be obtained at the internet address www.westpac.co.nz.

Singapore: This material has been prepared and issued for
distribution in Singapore to institutional investors, accredited
investors and expert investors (as defined in the applicable Singapore
laws and regulations) only. Recipients of this material in Singapore
should contact Westpac Singapore Branch in respect of any

matters arising from, or in connection with, this material. Westpac
Singapore Branch holds a wholesale banking licence and is subject to
supervision by the Monetary Authority of Singapore.

Disclaimer continues overleaf »
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investment research.

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.

WESTPAC ECONOMICS



