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Main Themes: Markets were relatively quiet and 
contained as investors await key inflation data from 
the US tonight, which will provide important 
insights into how the disinflationary process is 
progressing. 

The yield curve flattened as short-term bond yields 
rose while long-term bond yields slipped. Equity 
markets declined as a pullback in big tech stocks 
and higher energy prices impacted sentiment. The 
US dollar ended broadly unchanged against major 
currencies and the Aussie was slightly weaker.  

Share Markets: Equity markets closed lower as falls 
in prices of major tech companies and jumps in oil 
and European natural gas prices weighed on the 
market. The S&P 500 ended down 0.7%, the Nasdaq 
dropped 1.2%, and the Dow Jones lost 0.5%. 
European markets were more upbeat. The Euro 
Stoxx 50 closed 0.7% higher, the FTSE 100 was 0.8% 
higher, and the German DAX gained 0.5%. 

The ASX 200 rose 0.4% yesterday. Eight of 11 
sectors rose on the day. Financials were strongest 
performer (1.2%), followed by communication 
services and IT. Utilities, real estate, and healthcare 
slipped. Futures are pointing to a positive open 
today despite the fall in US markets. 

Interest Rates: The yield curve flattened as short-
term bond yields were higher while longer-term 
yields were lower. The US 2-year treasury yield 

gained 6 basis points, to 4.81%. The 10-year yield 
was 1 basis point lower, at 4.01%. Interest-rate 
markets are attaching only a 12% probability to a 
hike from the Fed at its September meeting and 
around a 34% chance of one more hike in this cycle. 
Markets continue to expect aggressive cuts in 2024, 
with a total of 5 cuts priced throughout the year. 

The 3-year Australian government bond yield 
(futures) rose 1 basis point to 3.73%. The 10-year 
bond yield (futures) was 2 basis points higher, at 
4.01%. Interest-rate markets continue to price no 
chance of a hike at the RBA’s September meeting 
but have a 40% probability of one more hike 
sometime in this cycle. The first cut is fully priced by 
the end of 2024. 

Foreign Exchange: The US dollar ended broadly 
unchanged against major currencies. The USD Index 
ranged between a low of 102.29 and a high of 
102.58, before closing not far from where it 
opened, at 102.49. 

The AUD/USD pair traded in a relatively narrow 
range and closed 11 pips lower from where it 
opened. The pair ranged between a low of 0.6520 
and a high of 0.6571. It was trading at 0.6531 at the 
time of writing. 

Commodities: Oil prices rose as the West Texas 
Intermediate (WTI) futures price hit a nine-month 
high – rising to above US$84 per barrel. This was 
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despite data showing that US oil inventories 
increased by a greater-than-expected 5.85 million 
barrels last week. Supply concerns amid Russia’s 
continued war in Ukraine and expectations that 
demand may be stronger-than-expected amid a 
potential soft-landing scenario impacted prices. 

European natural gas futures surged almost 30% 
amid supply concerns as Australian workers at 
Chevron and Woodside voted to strike and 
concerns rose around what this would mean for the 
supply of natural gas for the European winter. This 
was the largest move since March 2022. Gold and 
copper slipped, while iron ore gained. 

Australia: There were no major data releases 
yesterday. 

China: The economy slipped into outright deflation 
as the consumer price index (CPI) fell 0.3% over the 
year to July. The outcome followed a flat result over 
the year to June and was slightly less negative than 
the 0.4% expected by consensus. This was the first 
time that consumer prices fell since February 2021.  

Factory gate prices fell in annual terms for the 10th 
consecutive month, as the unwinding of supply-
chain disruptions continues to impact producer 
prices. The producer price index (PPI) dropped 4.4% 
over the year to July, following a 5.4% annual fall in 
June. The outcome was weaker than consensus 
expectations, which centred on a 4.0% fall. 

The outcomes reflect weakness in domestic 
demand after the reopening boost following the 
easing of COVID-zero policies faded quickly. The 
results will add to calls for authorities to provide 
further stimulus measures to support households 
and consumer spending after a range of policies 
were announced following the July Politburo 
meeting. 

New Zealand: Total card spending fell 0.9% in July 
as households continue to be impacted by higher 
interest rates following the Bank of New Zealand’s 
aggressive hiking campaign. The outcome followed 
a 1.2% gain in June. Retail card spending growth 
stalled in the month, after a 0.9% gain in the prior 
month. Total core retail spending slipped 0.1%, 
reflecting falls in durable goods, which were partly 
offset by gains in apparel and consumables. 
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Today’s key data and events: 

 

AU Consumer Inflation Expectations Aug prev 5.2% 
(11am) 

US CPI Jul (10:30pm)  

  m/m exp 0.2% prev 0.2% 

  y/y exp 3.3% prev 3.0% 

 

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 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. 
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