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Main Themes: Virus woes continue to haunt 
markets.  

Share Markets: US equity markets retreated from 
historical highs as investor sentiment was tempered 
by rising infections and lockdowns. The Dow fell 
0.6% while the S&P500 declined 0.5%.  

European equities were mixed overnight. The Euro 
Stoxx 50 index rose 0.1% while the UK FTSE100 fell 
0.9%.  

The ASX200 gained 14 points (or +0.2%) yesterday, 
reaching 6,498 points, the highest level since 
February 27.  

Interest Rates: The US 10-year bond yield fell 4 
basis points to 0.87%. Rates at the shorter end of 
the yield curve remained relatively stable overnight. 

In Australia, the 10-year bond rate rose 6 basis 
points to 0.96% while rates at shorter maturities 
changed little.  

Foreign Exchange: The Australian dollar reached 
the two-month high of 0.7340 overnight before 
slipping to 0.7303.  

The US dollar fell against most major world 
currencies. The USD index fell from 92.6 to 92.4.  

Commodities: An OPEC+ committee meeting ended 
without a clear signal as to whether members will 
reverse planned output increases for January. Oil 
prices edged lower with the West Texas 

Intermediate index down 0.3%.  

Gold and copper were softer overnight.    

COVID-19:  South Australia recorded 4 new cases 
yesterday as authorities rush to contain the spread 
of the virus. There are currently 20 confirmed cases, 
all linked to the North Adelaide cluster. After fresh 
restrictions were imposed on Monday, the State 
ordered about 4,000 people to self-quarantine 
following potential contamination.  

France has become the first European nation to 
surpass 2 million cases. This takes France to fourth 
place in the world in terms of infections, behind the 
US, Brazil and India. 

On the vaccine front, AstraZeneca’s CFO noted trial 
data is “days to weeks” away.  

Australia: The minutes of the November RBA board 
meeting made clear their current themes. These are 
the elevation of the labour market over inflation; 
sensitivity to a rising exchange rate; and the 
benefits of rising asset prices. 

The NSW Budget was released yesterday. It has a 
projected deficit of $16bn in 2020-21 following a 
deficit of $6.9bn in 2019-20. As with other State 
budgets, it contains large commitments towards 
infrastructure, education, and health spending. 

Payroll jobs rose 0.5% in the fortnight ending 31 
October to be down 3.1% on 14 March, when 
Australia recorded its 100th case of COVID-19. Total 
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wages paid rose 0.1% to be 4.3% below their pre-
pandemic level. 

Euro zone: ECB President Lagarde noted that 
imminent vaccine news is not a “game changer” for 
the ECB’s current forecasts. The message was 
echoed by Bank of England (BoE) Deputy Governor 
Ramsden, citing that some BoE’s forecasts already 
take news of a vaccine into account.  

United Kingdom: Brexit negotiations took a turn 
and will likely not result in an imminent deal. Prime 
Minister Johnson noted that “it is far from certain 
that an agreement will prove possible”.   

United States: Retail sales for October rose 0.3%, 
well below September’s 1.6% rise. This is the 
slowest pace in six months, suggesting consumers 
are cautious amid a surging pandemic and lack of 
new federal stimulus.  

Industrial production for October advanced a solid 
1.1%, after a 0.4% decline in the previous month. 
Inventories remained low, suggesting higher future 
production will be necessary to replenish stocks. 
Manufacturing output climbed 1.0% in October, the 
sixth consecutive monthly increase. Capacity 
utilisation rose to 72.8% from 72.0% in September 
but remained below historical averages.  

The National Association of Home Builders (NAHB) 
confidence index rose to a record 90 points in 
November, from 85 in October. NAHB Chairman 
Fowke notes that “historically low mortgage rates, 
favourable demographics and an ongoing suburban 
shift for home buyer preferences” were responsible 
for the record reading.  

During a speech overnight, Federal Reserve Chair 
Powell said the US economy is likely to remain on a 
solid recovery path. He warned the pandemic poses 
significant downside risks in the near term.    

The US Securities and Exchange Commission (SEC) 
has threatened to delist Chinese companies that do 
not abide by the country’s auditing rules. This 
would affect giant Chinese businesses, such as 
Alibaba and Baidu. China refuses to allow US 
regulators to check China’s audits on the grounds of 
confidentiality. 
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Today’s key data and events: 

 

NZ PPI Q3 prev -0.3% (8:45am) 

AU WBC Leading Index Oct prev 0.22% (10:30am) 

AU RBA's Governor Lowe Panel Participation (10:40am) 

AU Wage Price Index Q3 q/q exp 0.2% prev 0.2% (11:30am) 

UK CPI Oct exp -0.1%  prev 0.4% (6:00pm) 

EZ CPI Oct Final y/y exp -0.3% prev -0.3% (9:00pm) 

US Housing Starts Oct exp 3.2% prev 1.9% (12:30am) 

US Building Permits Oct exp 1.5% prev 5.2% (12:30am) 

 

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. 



Morning Report  
 

 
 

 
 

 

 
 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Contact Listing    

    
Chief Economist Senior Economist   
Besa Deda Hans Kunnen   
dedab@bankofmelbourne.com.au hans.kunnen@bankofmelbourne.com.au   
(02) 8254 3251 (02) 8254 1316   
 
 

   

Economist    
Felipe Pelaio    
felipe.pelaio@bankofmelbourne.com.au    
(02) 8254 0646    

 
 
 
 
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. 
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