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Main Themes: Investor appetite for risk waned 
overnight, as news spilled out that US President 
Biden was still mulling over whether to reappoint 
Jerome Powell as the Fed Chair. US share markets 
ended an 8-day winning streak and US bond yields 
fell, as investors rotated towards safer haven asset 
classes. 

Share Markets: US share markets fell overnight, 
halting an eight-day rally. Risk aversion rose among 
investors after news emerged that Lael Brainard 
was interviewed by US President Biden. US Fed 
Chair Jerome Powell’s term ends in early 2022 and 
Biden is still considering whether to tap him for a 
second term. The S&P 500 index fell points 19 
points (or -0.4%), the Dow dropped 112 points (or  
-0.3%) and the Nasdaq declined 96 points (or -
0.6%). 

Interest Rates: The weaker appetites for risk among 
investors led US bond yields to fall across the bond 
yield curve. The US 2-year yield fell 1 basis point 
and the 10-year bond yield fell 5 basis points. The 
US 30-year yield fell 6 basis points to a 7-week low 
of 1.82%. Bond yields were depressed by 
speculation a more dovish Federal Reserve Chair 
may be appointed. Interest-rate markets are fully 
pricing the first Fed funds rate hike to be in October 
2022, compared to yesterday’s September 2022.  

Australian 3-year government bond yields (futures) 
ranged between 1.04% and 1.08%, while the 10-

year yield fell from 1.83% to 1.75%. Markets are 
fully priced for the first rate hike from the Reserve 
Bank to occur in July 2022. 

Foreign Exchange:  The US dollar had a mixed 
performance against the G-10 basket overnight. The 
US dollar index is slightly weaker. Safe-haven 
currencies like the Japanese yen performed better 
overnight and risk-sensitive currencies like the 
Australian dollar were under pressure. The 
AUD/USD fell from an overnight high of 0.7432 to a 
low of 0.7361, but has recovered some ground from 
this low to be currently trading around 0.7380. 

Commodities: X  

Australia: Business confidence leapt higher in 
October as lockdowns ended in NSW and Victoria. 
Confidence jumped 11 points to +21, not far from 
the record high of +24 in April this year. Conditions 
rose 6 points to +11 - a healthy reading.  

In trend terms, confidence is highest in NSW, 
followed by SA and Queensland. Meanwhile, 
business conditions are strongest in WA, Tasmania 
and Queensland.  

The survey continues to point to rising price 
pressures. The measure for input costs reached its 
highest level in a decade.  

By industry, confidence is highest in trend terms in 
transport & utilities, construction, and retail – all 
sectors which have benefitted from the relaxation 
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in restrictions. Conditions are strongest in the 
mining and wholesale sectors.  

The surge in confidence is another signal the 
economy is rebounding from the Delta setback. The 
buoyant mood amongst businesses points to a 
resumption in the uplift in business investment, 
which was underway ahead of the Delta outbreak. 

China: Evergrande faces its biggest test yet as the 
grace period on $148.1 million of missed coupon 
payments on three dollar bonds ends today. While 
the developer has made 11th-hour payments 
previously, a miss could tip it over into cascading 
defaults.  

Eurozone: The ZEW indicator of economic 
sentiment for Germany increased in this month’s 
survey for the first time since May. The metric 
climbed 9.4 points to a new reading of 31.7 points. 
However, the assessment of the economic situation 
in Germany has diminished again, falling by 9.1 
points to a level of 12.5 points. The renewed decline 
in the assessment of the economic situation reflects 
supply bottlenecks for raw materials and 
intermediate products, as well as the high inflation 
rate. 

New Zealand: Retail card spending rose 10.1% in 
October, up from 1.0% in September, reflecting the 
easing of restrictions in some regions. Despite the 
rise, retail card spending remains down 6.9% 
compared to a year earlier. Spending is expected to 
continue to recover as restrictions are relaxed 
further. 

United States: Prices continue to climb in the 
United States with October marking another record 
for wholesale inflation in the world’s largest 
economy. The producer price index (PPI), which 
measures the prices businesses fetch for the goods 
and services they sell, rose 0.6% in October. In 
annual terms, the PPI increased 8.6%, which 
matches the rate recorded in September, which was 
the fastest since on record (since the data was 
collected in 2010). Excluding food and energy, the 
PPI’s annual rate of growth remained at a record 
high of 6.8%. 

The Federal Reserve’s Mary Daly said inflation is 
"eye-popping" but should subside next year as 
supply chain disruptions and price increases 
moderate. Daly also added that it could be a 
challenging winter, especially for low- and 
moderate-income households because of rising fuel 
costs. 

Meanwhile, the Federal Reserve’s James Bullard 
repeated that the Fed may have to move faster if 

inflation pressures persist. He forecasts an 
unemployment rate near 3%, noting the labour 
market is very tight and will remain so, with GDP 
growth over 4% next year. 

 

 
 

 

Besa Deda, Chief Economist 

Ph: (02) 8254 3251 

Today’s key data and events: 

 

AU WBC-MI Cons. Confidence Nov prev 104.6 (10:30am)  

CH CPI Oct y/y exp 1.4% prev 0.7% (12:30pm)  

CH PPI Oct y/y exp 12.3% prev 10.7% (12:30pm)  

EZ CPI y/y Oct Final prev 2.2% (6pm)  

US CPI Oct exp 0.6% prev 0.4% (12:30am) 

US Initial Jobless Claims w/e 6 Nov exp 260k prev 269k 

(12:30am) 

 

Times are AEDT. 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 investme nt 
objectives or f inancial s ituation of  any potential reader. It does  not constitute,  and should not be relied on as, financial or  investment advice  or  
recommendations  (expressed or implied) a nd is not an invitation to take up securities or other f inancial products  or services . No decision should 
be made on the basis of  the Information without first seeking expert f inancial advice. For persons  with whom Bank of  Melbourne has a  contract 
to supply Information, the supply of  the Information is made under tha t contract and Bank of  Melbourne’s agreed terms of supp ly 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 decis ions made using the Informa tion. 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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