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Main Themes: US equity markets tumbled after 
reopening from the Martin Luther King Jr. holiday. 
The Dow Jones recorded its biggest daily drop since 
November of last year. Share markets and bond 
prices fell on renewed concerns over accelerated US 
Fed tightening. 

Share Markets: US equity markets experienced 
broad-based falls after reopening from the Martin 
Luther King Jr. holiday. The tech-heavy NASDAQ led 
the decline, tumbling 2.6%. The S&P 500 and the 
Dow Jones dropped 1.8% and 1.5%, respectively. 
Notably, the Dow posted its biggest daily drop since 
late November 2021. 

The ASX 200 index continued its weak start to the 
new year, closing down 0.1% in yesterday’s trade. 
Futures are pointing to a soft opening this morning. 

Interest Rates: The US 2-year treasury yield jumped 
8 basis points to 1.04% - its highest level since 
February 2020, reflecting market expectations that 
the Fed will accelerate its rate-hike cycle. The 10-
year treasury yield also rose, lifting 9 basis points to 
1.88% - its highest level since 9 January 2020 

The Australian 3-year government bond yield 
(futures) traded from a low of 1.37% to a high of 
1.41%. The 10-year yield increased from 1.98% to 
2.04%. 

Interest-rate markets are fully pricing the first RBA 
rate hike in July 2022, according to interbank cash 
rate futures. A probability of 98% is attached to a 

June 2022 tightening. 

Foreign Exchange: The AUD/USD pair dropped to a 
one-week low of 0.7170 from an overnight high of 
0.7228, before consolidating at around the 0.7180 
mark. 

The US dollar strengthened against a basket of its 
G10 peers overnight. The DXY index increased from 
a low of 95.2 to a high of 95.8. 

Commodities: Oil prices continued to rise. Brent 
crude futures hit their highest level since 2014. Gold 
softened, while iron ore and coal rose. 

Australia: There were no major economic data 
releases yesterday. 

Eurozone: Expectations of economic growth in the 
Eurozone improved in January, however, current 
conditions weakened as Omicron restrictions 
weighed. The ZEW expectations index jumped to 
49.4, from 26.8 a month earlier. The current 
conditions index fell to -6.2, from 2.3.  

In Germany, growth expectations increased to 51.7 
(from 29.9) and current conditions fell (from -7.4) to 
-10.2. 

Japan: The Bank of Japan kept its key policy rate on 
hold at -0.1% yesterday. The 0.0% yield target on 
the 10-year government bond was also left 
unchanged. The central bank’s inflation forecasts 
were revised up, as the economy continues to 
rebound, however, price pressures remain relatively 
subdued.  
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Industrial production surged 7.0% in November, 
according to final estimates. This monthly increase 
is the fastest on record. In annual terms, output 
increased 5.1%, down from a preliminary read of 
5.4%. 

United Kingdom: Unemployment edged down for a 
sixth consecutive month in November. The 
unemployment rate eased to 4.1%, from 4.2% in 
October. The unemployment rate is at its lowest 
level since June 2020 and is closing in on the pre-
pandemic low of 3.8%.  

United States: The New York Fed (Empire) 
manufacturing index plunged into negative territory 
in January, dropping 32.6 points to -0.7. This is the 
first time the index has turned negative since June 
2020 and reflects a pull-back in activity driven by 
surging Omicron cases. 

The NAHB housing index eased to 83 in January, 
down from 84 in December. Sentiment among 
home builders remains high despite the pull-back. 
Growing costs of materials and labour shortages are 
putting upwards pressure on construction prices, 
which are likely to weigh on housing construction as 
affordability pressures mount. 
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Today’s key data and events: 

 

US Total Net TIC Flows Nov prev $143.0bn (8am) 

NZ Card Spending Retail Dec Prev 9.6% (8:45am) 

AU WBC-MI Cons. Confidence Jan prev 104.3 (10:30am) 

UK CPI Dec exp 0.3% prev 0.7% (6pm) 

US Housing Starts Dec exp -1.7% prev 11.8% (12:30am) 

US Building Permits Dec exp -1.0% prev 3.9% (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 
reproduced, distributed, linked or transmitted without the written consent of Bank of Melbourne. 
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