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Main Themes: Risk sentiment improved as 
speculation rose that the Fed is approaching the 
end of its tightening cycle. Traders also jostled with 
data showing a weakening Chinese economy. US 
equities rose, treasury yields edged down, and the 
US dollar softened. 

Share Markets: US equities posted gains, resuming 
last week’s rally. The S&P 500 rose 0.4%, while the 
NASDAQ and the Dow Jones were up 0.9% and 
0.2%, respectively. 

The ASX 200 edged down 0.1% yesterday. 

Interest Rates: US bond yields edged down across 
the curve. The 2-year treasury yield rose 2 basis 
points to 4.74%, while the 10-year yield rose 3 basis 
points to 3.81%. 

Interest rate markets are pricing in a 95% chance of 
a hike from the Fed next week. There is some 
chance (around 30%) of another hike thereafter. 

The yield on the Australian 3-year and 10-year bond 
futures declined 2 basis points to 3.88% and 3.97%, 
respectively. 

Interest rate markets are pricing in a 25% chance of 
a hike from the Reserve Bank (RBA) in August.  

Foreign Exchange: The US dollar edged down 
alongside the improvement in risk sentiment, 
holding a narrow range. The USD index fell from a 
high of 100.18 to a low of 99.75 before retracing to 
finish around 99.89. 

The Aussie dollar softened as weak economic data 
from China outweighed the falling US dollar. The 
AUD/USD pair fell from a high of 0.6843 to a low of 
0.6788 before retracing to trade around 0.6818 at 
the time of writing. 

Commodities: Commodities were broadly softer on 
the back of weak Chinese economic data. Gold, 
copper, and oil softened. Iron ore bucked the trend, 
edging higher. 

Australia: There were no major economic data 
releases yesterday. 

China: June quarter GDP growth surprised to the 
downside, growing 6.3% in annual terms, compared 
to expectations for a 7.1% gain. The miss all but 
confirms that the reopening boom is fizzling out. 
The economy expanded 0.8% in the quarter, 
slowing from 2.2% in the March quarter.  

Industrial production was stronger than anticipated, 
growing 4.4% in annual terms, up from 3.5% in the 
March quarter and comfortably above expectations 
for a 2.5% gain.  

The weakness came partially through retail sales, 
which jumped 3.1% in annual terms. This compares 
to expectations for a 3.3% rise and follows a 12.7% 
increase in the March quarter. 

The weak result will likely strengthen expectations 
for additional stimulus support. Though authorities 
have hinted that any measures will likely be 
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Data as at 8:00am. Change from previous trading day (excluding the SFE which is the change 
during the night session).  Source: Reuters, Bloomberg. 
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relatively modest in scale. 

United Kingdom: House prices eased 0.2% in July 
according to Rightmove. This follows a flat reading 
in June and is the first monthly fall of the calendar 
year. In annual terms, prices were up 0.5% - the 
weakest increase since October 2019. 

United States: US Treasury Secretary, Janet Yellen, 
played down the risk of a recession but noted that 
China’s slowdown could have ripple effects globally. 

The New York Empire manufacturing index came in 
at 1.1 in July, down from 6.6 in June but stronger 
than the -3.5 reading expected by consensus. 
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Today’s key data and events: 

 

AU RBA Board Meeting Minutes (11:30am) 

US Retail Sales Jun exp 0.5% prev 0.3% (10:30pm) 

US Indust. Production Jun exp 0.0% prev -0.2% (11:15pm) 

US Business Inventories May exp 0.2% prev 0.2% (12am) 

US NAHB Housing Market Index Jul exp 56 prev 55 (12am) 

 

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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