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Main Themes: Investors focussed on comments 
from Federal Reserve members during a session 
with few major economic data releases. Three of 
four Fed members (Barr, Daly, and Mester) echoed 
the need for more hikes to control inflation. Bostic 
was the odd one out and called for more patience 
to assess the impacts of tightening to date. 

Bond yields declined, the US dollar fell against a 
basket of major currencies, and equity markets 
closed in the green. 

Share Markets: Equity markets finished higher as 
investors assessed comments from Fed members. 
The S&P 500 ended 0.2% higher, the Nasdaq gained 
0.2%, and the Dow Jones was 0.6% higher. 

The ASX 200 closed 0.5% lower yesterday. 10 of 11 
sectors declined. Consumer staples was the worst 
performer, down 1.0%. Industrial, health care, 
materials, and real estate were all down more than 
0.5%. IT bucked the trend and ended 0.2% higher. 
Futures are pointing to a positive open today 
following the lead from the US. 

Interest Rates: Bond yields ended lower despite 
talk of further hikes being needed from most of the 
Fed speakers. The US 2-year yield closed 9 basis 
points lower, at 4.86%. The US 10-year bond yield 
was 7 basis points lower, at 3.99%. Interest-rate 
markets have almost fully priced (91% probability) a 
25-basis-point hike at the Fed’s July meeting and 

expect the Fed funds rate to peak at around 5.42% 
in late 2023. 

Australian government bond yields mimicked 
moves in the US. The 3-year Australian government 
bond yield (futures) fell 7 basis points, to 4.14%. 
The 10-year yield (futures) was 8 basis points lower, 
at 4.21%. Interest-rate markets are pricing around a 
37% chance of a 25-basis-point hike at the RBA’s 
August meeting, down from around 50% on Friday 
last week. Looking beyond August, markets 
continue to price almost two more hikes by the end 
of 2023, with the cash rate expected to reach 4.58% 
by the end of the year. 

Foreign Exchange: The US dollar declined against a 
basket of major currencies, in line with a fall in US 
bond yields. The USD Index fell from a high of 
102.56 to a low of 101.95. It was trading near this 
low, at 101.96 at the time of writing. 

The AUD/USD pair fell on the day despite a weaker 
US dollar. The pair slipped from a high of 0.6696 
during the Asian session to a low of 0.6624 during 
the crossover of the London and New York sessions. 
It recovered ground during the rest of the New York 
session, closing at 0.6676. 

Commodities: Oil slipped on the day, gold steadied, 
iron ore and copper rose, while thermal and coking 
coal both declined. 

Australia: There were no data releases yesterday. 
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China: In stark contrast to most developed 
economies, inflation continues to be very low in 
China. Indeed, the consumer price index (CPI) was 
flat over the year to June, bordering on outright 
deflation. This followed a weak reading of 0.2% over 
the year to May. The outcome was lower than 
consensus expectations, which centred on 0.2%. 
The CPI has grown by less than 1% on an annual 
basis over the past four months. This was the 
weakest outcome since February 2021. 

Producer prices also continued to go backwards at a 
rate of knots. The producer price index (PPI) fell 
5.4% over the year to June. This was lower than the 
5.0% drop expected by consensus and followed a 
4.6% decline over the year to May. The annual fall 
was the weakest outcome since December 2015. 

Weak inflation, concerns around deflation, and 
softer-than-expected economic data have added to 
calls and expectations for additional policy support 
and economic stimulus from authorities. 

Eurozone: Investor confidence declined further in 
July, falling to -22.5 in the month. This followed an 
outcome of -17.0 in June and was below 
expectations of -17.9. Investor confidence has 
remained entrenched in negative territory since 
February 2022. Looking at the sub-indices, views on 
the current situation (-20.5) and expectations 
(-24.5) both declined in July from their June levels. 

Japan: The current account surplus came in at ¥1.9 
trillion in May. This was broadly unchanged from the 
April reading and was broadly in line with consensus 
expectations. The outcome reflected a gain in 
exports, which was offset by an increase in imports. 

United States: Consumer credit expanded at its 
slowest pace since November 2020. Credit 
expanded by $7.2 billion in May, down from the 
$20.3 billion pace in April. The outcome was well 
below expectations of $20.0 billion. Consumer 
credit growth has been trending downwards since 
peaking at $41.0 billion in March 2022 as the 
Federal Reserve aggressively hikes rates to get on 
top of inflationary pressures. 

Four Fed members spoke overnight. Barr, Daly, and 
Mester all spoke of the need for further hikes this 
year due to inflation remaining elevated. Indeed, 
Daly suggested that “a couple more” hikes would be 
needed. Bostic was more dovish and was of the 
view that the Fed can be “patient” as rates were 
“clearly in the restrictive territory” and that signs 
were evident that hikes to date were working and 
slowing the economy. 
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Today’s key data and events: 

 

AU WBC-MI Cons. Conf. Jul prev 79.2 (10:30am) 

AU NAB Business Survey Jun (11:30am) 

  Confidence prev -4 

  Conditions prev 8  

UK ILO Unemployment Rate May exp 3.8% prev 3.8% 
(4pm) 

EZ Ger. CPI Jun Final exp 0.3% prev 0.3% (4pm) 

EZ EU ZEW Expectations Jul prev -10 (7pm) 

 

Times are AEST. 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 Senior Economist   
Besa Deda Jarek Kowcza   
dedab@banksa.com.au jarek.kowcza@banksa.com.au   
+61 404 844 817 + 61 481 476 436   
    
Senior Economist Economist 

Pat Bustamante Jameson Coombs 

pat.bustamante@banksa.com.au jameson.coombs@banksa.com.au 

+61 468 571 786 +61 401 102 789 

 
 
 
 
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. 

 


