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Main Themes: The minutes from the Fed’s January 
meeting were viewed as more dovish than 
expected. They noted that inflation was high and 
policy tightening was warranted soon. However, 
there was a lack of detail around the pace of 
increases or the runoff of the balance sheet. Equity 
markets rallied towards the end of the session, 
bond yields fell, and the US dollar weakened. 

Share Markets: Equity markets rallied towards the 
end of the day as the minutes from the Fed were 
viewed as more dovish than expected. 

The S&P 500 closed 0.1% higher, after being down 
as much as 0.9% during trading. The Nasdaq also 
rallied towards the end of the day but closed down 
0.1% and the Dow Jones fell 0.2%. 

Interest Rates: Bond yields pulled back in line with 
the dovish view of the minutes. 

The US 2-year treasury yield fell 6 basis points to 
1.52%. The US 10-year yield declined by 1 basis 
point to 2.04. 

The Australian 3-year government bond yield 
(futures) fell were broadly unchanged at 1.71%. The 
10-year government bond yield (futures) were also 
broadly unchanged at 2.25%. 

Foreign Exchange: The US dollar was weaker 
against a basket of major currencies. The USD Index 
fell from a high of 96.06 to a low of 95.68, before 
pulling back to trade around 95.81 at the time of 
writing. 

The AUD/USD pair advanced over the trading day. 
The pair rose from a low of 0.7144 to a high of 
0.7205. It is currently trading near that high at 
0.7194. 

Commodities: Oil prices increased as the US Energy 
Information Administration (EIA) reported that 
crude inventories at Cushing had fallen to their 
lowest levels since September 2018. Iron ore was 
weaker, while gold and copper both rose. 

Australia: The six-month annualised growth rate in 
the Westpac-Melbourne Institute leading index 
jumped to 0.4% in January, from -0.1% in 
December. This is the first time since the Delta 
lockdown that the index growth rate has entered 
positive territory and signals above-trend economic 
growth over the next three to nine months. 

China: Inflation pressures eased in January, despite 
recent expansionary policy changes from the 
Peoples Bank of China (PBOC). The result gives the 
central bank more leeway to ease policy settings 
and stimulate the slowing economy. 

The producer price index (PPI) increased by 9.1% in 
the year to January. This is down from a 10.3% 
annual increase in January and below consensus 
expectations of a 9.5% rise.  

Consumer price inflation also slowed. The consumer 
price index (CPI) jumped 0.9% over the year to 
January, down from a 1.5% increase over the year 
to December. 
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Eurozone: Industrial production exceeded market 
expectations in December. Production increased 
1.2% over the month, compared to the consensus 
estimate of a 0.3% rise. The result follows a revised 
2.4% increase in November. Industrial production is 
1.6% higher in annual terms. 

United Kingdom: Inflation data surprised to the 
upside in January. The Consumer Price Index (CPI) 
jumped 5.5% over the year to January – the fastest 
annual pace of inflation since March 1992. 
However, the CPI pulled back 0.1% over the month 
of January, providing some indication that inflation 
pressures may be slowing. 

Core CPI, which excludes volatile items such as food 
and energy, increased by 4.4% over the year to 
January. This is up from a 4.2% annual rise in 
December and is the fastest annual pace since May 
1992. 

Produce prices also rose in January. The Producer 
Price Index (PPI) jumped 1.2% in January, following 
a 0.3% rise in December. In annual terms, producer 
prices surged 9.9% in January, up from 9.3% in 
December. Producer prices increased at their 
fastest annual pace since September 2008. 

The strong inflation print will lend further support 
to calls for the Bank of England to hike rates further 
at their next meeting in March. 

United States: US retail sales rose 3.8% in January, 
the most in 10 months and beating estimates. This 
follows a 2.5% drop in December. The biggest gains 
were amongst non-store retailers, furniture and 
autos. 

Industrial production increased 1.4% and 
manufacturing output edged up 0.2%, both 
bouncing off negative readings. It suggests 
manufacturers are gradually working through 
labour and materials shortages which have crimped 
output in recent months.  

Business inventories rose 2.1% in December, in line 
with expectations, following a 1.3% gain in 
November.  

The NAHB homebuilder index came in at 82 in 
February, slipping from 83 in January, and hitting a 
four-month low. Higher labour and supply costs in 
combination with rising interest rates have hit 
affordability and dampened the outlook for sales.  

The minutes from the Federal Open Markets 
Committee January meeting showed officials 
concluded inflation was running too hot, warranting 
a rate hike soon and potentially faster tightening. 
However, the minutes were viewed as more dovish 

than expected, in part due to them not covering the 
pace of increases or balance sheet run off. The 
committee did note that it expects reducing the size 
of the balance sheet will commence after rate hikes 
have begun. Markets are fully priced for a hike in 
March, with some betting the Fed could move by 50 
basis points. 

 

 

 

 

 

Today’s key data and events: 

 

AU Labour Force Jan (11:30am)  

  Employment Change exp 30.0k. prev 64.8k  

  Participation Rate exp 66.1% prev 66.1%  

  Unemployment Rate exp 4.0% prev 4.2%  

JN Machinery Orders Dec exp -2.0% prev 3.4% (10:50am)  

US Housing Starts Jan exp -0.4% prev 1.4% (12:30am)  

US Philad. Fed Index Feb exp 20.0 prev 23.2 (12:30am) 

US Building Permits Jan exp -7.2% prev 9.8% (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 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 
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