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Main Themes: Worries about rising interest rates 
returned to financial markets. Positive US economic 
data released overnight highlighted the risk of 
tighter monetary policy from the Fed. US shares 
were down, while US bond yields and the US dollar 
rose.  

Share Markets: Sentiment in share markets turned 
negative as concern over higher interest rates came 
back to the fore. The Dow was down 0.8% while the 
S&P500 fell 0.7%.  

Interest Rates: Firm economic data from the US 
helped to drive yields higher. US 10-year yields 
lifted 7 basis points to 3.07%. US 2-year yields rose 
3 basis points to 2.57%. Markets continue to fully 
price in another 25 basis point rate hike in June.   

Foreign Exchange: The US dollar rose, on the back 
positive economic data. Weaker-than-expected 
industrial output from Europe may have also 
weighed on the euro. The Australian dollar was 
weighed down by the stronger US dollar, and 
weaker financial market sentiment.  

Commodities: Oil prices continued to be supported 
by the US sanctions on Iran. Meanwhile, prices of 
other commodities were under downward pressure 
from the stronger US dollar.  

Australia: There was little change in the RBA’s 
assessment on the outlook in the minutes of the 
Reserve Bank (RBA) Board meeting in May. The 
minutes noted that there was “a continuation of 

the broad trends over the preceding year or so”. It 
continued to present a broadly optimistic view on 
the outlook for the domestic and global economies. 
A new development was concerns of a “possible 
further tightening in lending standards” and how 
this would impact households. The RBA has again 
highlighted that “it was more likely that the next 
move in the cash rate would be up, rather than 
down” although adding the caveat that “there was 
not a strong case for a near-term adjustment in 
monetary policy”. We continue to expect that the 
RBA will leave official interest rates on hold for an 
extended time. 

In a speech yesterday, RBA Deputy Governor 
Debelle shared similar thoughts to what was 
presented in the minutes. Recent data had been 
“view-validating”. Debelle however, questioned 
why we were not seeing a further pickup in global 
growth, to which he explained could be due to the 
global financial crisis leaving long-lasting scars. The 
other new insight was from household 
consumption. Debelle revealed that the RBA had 
been concerned that their forecast was optimistic 
but were “now more confident in it”.  

China: Retail sales growth unexpectedly slowed 
from an annual pace of 10.1% in March to 9.4% in 
April, pointing to some loss of momentum in 
consumer spending. Additionally, growth in fixed 
asset investment slowed from an annual rate of 
7.5% in March to 7.0% in April. There was better 

 

6097.8 -0.6% Australia

24706.4 -0.8% 10 yr bond 10 year bond 2.83

22818.0 -0.2% 3 yr bond 3 year bond 2.20

31152.0 -1.2% 3 mth bill rate 90 day BBSW 1.90

3343.3 0.6% SPI 200 

12970.0 -0.1% FX Last 24 hrs Open High Low 10 year bond 3.07

7723.0 0.2% TWI 62.3 - - 2 year bond 2.57

AUD/USD 0.7528 0.7538 0.7448 3-month T Bill 1.87

CRB Index -0.4 AUD/JPY 82.57 82.71 82.19

Gold 1290.5 -23.0 AUD/GBP 0.5551 0.5559 0.5528 Germany 0.03

Copper -77.3 AUD/NZD 1.0884 1.0901 1.0854 Japan 0.01

Oil (WTI) 0.4 AUD/EUR 0.6310 0.6316 0.6294 UK 0.05

Nikkei 97.74 -0.03 0.05

98.10 -0.02 -0.02

0.06

0.07

Dow Jones 97.11 -0.05 0.06

Shanghai 6093 -7 United States

Hang Seng

FTSE100 62.1

CurrentDAX

0.7467 -0.01

0.03

82.39

Commodities (close & change)

203.5 Other (10 year yields)

0.6314 1.52

0.5533

6786.0 1.0887

Equities (close & % change) Sydney Futures Exchange (close & change) Interest rates (close & change)

S&P/ASX 200 Last Overnight Chg

71.3

0.65

 
Data as at 8:00am. Change from previous trading day (excluding the SFE which is the change during the night session).  Source: Reuters, Bloomberg. 

Wednesday, 16 May 2018 
 

 

Data as at 8:00am. Change from previous trading day (excluding the SFE which is the change during the night session).  Source: Reuters, Bloomberg. 

 Thursday, 25 May 2017 



Morning Report  
 

 
 

2 

 

news however, in regards to factory activity. 
Industrial production growth strengthened from 
6.0% in March to 7.0% in April, probably reflecting 
an easing of pollution controls.  

Europe: GDP growth in the March quarter was 
unrevised at 0.4%, confirming a slowdown from the 
0.7% growth in the December quarter.  

ZEW survey expectations improved from 1.9 in April 
to 2.4 in May, The index remains well down double-
digit levels from earlier in the year and over 2017.  

Industrial production also pointed to softer activity 
over the March quarter. It rose 0.5% in March, 
below expectations of a 0.7% increase, and 
following a 0.9% decline in February.  

United Kingdom: Employment grew a solid 197k in 
the three months to March, pointing to ongoing 
strength in the labour market. It was above the 
consensus estimate of 125k, and well above the 
growth of 55k in the three months to February. 
Weekly earnings were as expected, edging higher 
from 2.8% to 2.9% in March.  

United States: Retail sales rose 0.3% as expected in 
April, but March’s increase was revised upwards 
from 0.6% to 0.8%. On balance, it points to firmer 
consumer spending growth after weakness earlier 
in the year.   

The NY Empire Manufacturing index lifted from 15.8 
in April to 20.1 in May, suggesting strong activity in 
the manufacturing sector over the second quarter 
of the year.  

The NAHB housing market index edged up from 68 
in April to 70 in May, pointing to ongoing elevated 
confidence among home builders.  
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Today’s key data and events: 

 

JN GDP Q1 prev 0.4% (9:50am) 

AU WBC Leading Index Apr prev -0.22% (10:30am) 

AU WBC-MI Consumer Sentiment May prev 102.4 
(10:30am)  

AU Wage Price Index Q1 (11:30am) 

        q/q exp 0.6% prev 0.6% 

        y/y exp 2.1% prev 2.1%   

CH New Home Prices Apr prev 0.42% (11:30am) 

JN Industrial Production Mar final prev 1.2% (2:30pm) 

EZ CPI Apr y/y final exp 1.2% prev 1.3% (7pm) 

EZ ECB President Draghi Speaks (10pm) 

US Housing Starts Apr exp -0.7% prev 1.9% (10:30pm) 

US Building Permits Apr exp -2.1% prev 4.4% 
(10:30pm) 

US Industrial Production Apr exp 0.6% prev 0.5% 
(11:15pm) 

 

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. 
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The Detail 
 
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 Bank of Melbourne has a contract to supply 
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne 
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne 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 Bank of Melbourne products and details are available. Bank of Melbourne 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. Bank of 
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or 
transmitted without the written consent of Bank of Melbourne. 

 
  
Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- 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. 
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