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Main Themes: Share markets jumped and bond 
yields lifted on encouraging news from the US-EU 
delegation meeting. 

Share Markets: Share markets bounced overnight. 
The Dow Jones rose by 176 points (or 0.9%) and the 
S&P 500 index jumped 26 points (or 0.7%). 

Interest Rates: US 10-year treasury yields eked a 
narrow sideways range between 2.93% and 2.95% 
until the US-EU trade headlines caused a jump to 
2.97%. US 2-year bond yields rose by 4 basis points 
to 2.67% - the highest since 2008. Fed fund futures 
yields are pricing almost two more rate hikes in 
2018. 

Foreign Exchange: The US dollar index is down 0.4% 
on the day. EUR/USD rose from 1.1680 to 1.1725. 
USD/JPY fell from 111.30 to 110.67. AUD/USD rose 
from 0.7392 to 0.7464, reversing earlier post-
inflation driven losses. NZD/USD rose from 0.6790 
to 0.6841. AUD/NZD rose from 1.0875 to 1.0907. 

Commodities: Both gold and oil lifted overnight. 

Australia: Headline CPI rose by 0.4% in the June 
quarter, which was a touch above our forecast, but 
continues to indicate that inflation remains low. The 
annual rate lifted to 2.1% in the June quarter, from 
1.9% in the March quarter.  More relevant for the 
Reserve Bank of Australia (RBA) is underlying 
inflation. The average of the two underlying 
measures of inflation rose 0.5% in the June quarter. 

The annual rate of underlying inflation fell to 1.9% 
in the June quarter, from 2.0% in the March 
quarter. It has returned to below the RBA’s 2-3% 
per annum target inflation band. Higher automotive 
fuel prices were a key driver of inflation for the 
quarter.  

The data indicates inflation pressures remain 
subdued. We do not expect inflation will hit the 
middle of the RBA’s target band over the medium 
term. With limited price pressures we expect the 
RBA to remain on hold this year and next. 

Skilled vacancies fell by 1.0% in June, after declining 
1.2% in May. The decline in June was led by 
administration positions. The annual pace of growth 
in skilled vacancies eased to 4.2% in June, from 
6.8% in May.  

Europe: The German IFO business climate index fell 
just 0.1 point to 101.7 in July. Current conditions 
were firm, but expectations (98.2) were soft. The 
soft expectations reading reflect concerns over 
trade and the likelihood of a challenging Q3. 

New Zealand: The trade balance moved back into 
deficit unexpectedly in June with a NZ$113mn 
deficit, following a surplus of NZ$208mn in May. 
The deficit was driven by a jump in fuel exports over 
the past year, while dairy exports were softer. 

United States: The European Union (EU) delegation 
meeting with US President Trump agreed to 
consider changes in its trade policies in an effort to 
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ease relations with the US, according to press 
reports. European Commission President Jean-
Claude Juncker and his top trade official Cecilia 
Malmström agreed to work with the US 
administration to lower industrial tariffs on both 
sides, increase LNG exports and soy beans to 
Europe, and align regulatory standards to allow for 
medical devices to have better market access in 
Europe. And both delegations were still fine tuning 
language in a common statement on car tariffs. 

New home sales fell by a much steeper than 
expected 5.3% in June, downward revisions to the 
prior month - now reported at +3.9% from +6.7% - 
accentuating the impression of weakness. Three out 
of four regions posted declines and the monthly 
supply of homes rose to its highest levels since 
August 2017. The fall in new home sales matches 
weakness in other housing data in recent weeks, 
including falls in building permits, existing home 
sales and housing starts. Rising mortgage rates and 
the less favourable tax treatment for home 
ownership under the Trump tax plan may be 
culprits. 
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Today’s key data and events: 

 

AU Trade Price Indices Q1 (11:30am) 

  Import Prices exp 2.0% prev 2.1% 

  Export Prices exp -0.5% prev 4.9%  

EZ ECB Meeting (9:45pm) 

  Main Refi Rate exp 0.00% prev 0.00% 

US Wholesale Inventories Jun exp 0.3% prev 0.6% 
(10:30pm) 

US Durable Goods Orders Jun exp 3.0% prev -0.4% 
(10:30pm) 

US Kansas City Fed Mfg Activ. Jul exp 25 prev 28(1am) 

    

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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