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Main Themes: Risk sentiment rose overnight in line 
with continued strength in company earnings 
reports. Longer-term US bond yields rose and the 
defensive US dollar fell. 

Share Markets: US equity markets extended their 
gains as strong company earnings reports 
outweighed inflation concerns. The S&P 500 rose 
for a fifth consecutive day, to be 0.7% higher. The 
index is now within half a per cent of its all-time 
high. The Nasdaq also rose 0.7% on the day. 

Cryptocurrency-related stocks rose as Bitcoin hit a 
new all-time high. 

Interest Rates: The US 2-year treasury yield fell by 3 
basis points to 0.40%. The 10-year treasury yield 
rose by 4 basis points to 1.64%, leading to a 
steepening of the yield curve. 

The Australian 10-year government bond yield 
(futures) rose from 1.76% to 1.78%. The 3-year 
government bond yield (futures) pulled back slightly 
after large increases over recent days. It fell from 
0.97% to 0.94%. The market’s expectations for the 
first RBA cash rate increase have been brought 
forward in recent days from late 2022 to August 
2022. This is well-ahead of the RBA’s expectation 
that conditions for a cash rate increase will not be 
met before 2024. 

Foreign Exchange: The defensive US dollar fell on 
expectations that interest rates will increase in 
other countries before they rise in the USA. The 

USD Index fell from 94.0 to a low of 93.5, before 
recovering to 93.8. 

The AUD/USD pair was one of the best performers 
on the day. The pair rose from a low of 0.7408 to a 
six-week high of 0.7486. 

Commodities: Gold and iron ore were higher, while 
oil rose slightly to remain above $82. Coal and 
copper fell. 

COVID-19: NSW recorded 273 new cases and four 
deaths. Victoria recorded 1,749 new cases and 11 
deaths. Elsewhere, the ACT recorded 24 new cases.  

Australia: The Reserve Bank (RBA) maintained its 
dovish stance at the October board meeting. The 
meeting minutes reiterated that the central bank 
will not increase the cash rate until actual inflation 
is sustainably between the 2-3% range. This 
condition is not expected to met before 2024.  

Members of the board acknowledged that the 
recent Delta outbreak across the country has 
interrupted the recovery of the Australian economy 
and data suggests a material decline in GDP for the 
September quarter. However, the impact is 
expected to be only temporary, as vaccination rates 
continue to increase and restrictions ease. 

In the central scenario, the economy would return 
to growth in the December quarter and to its pre-
Delta path in the second half of 2022. Board 
members also observed that the economic recovery 
was likely to be slower than the recovery that 
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occurred in late 2020 to early 2021. 

Wages growth and underlying inflation are 
expected to pick up only gradually as the economy 
continues to recover. 

In other data, the Roy Morgan weekly consumer 
confidence index rose 1.4% to 107.0 in the week 
ending 17 October. Consumer confidence rose as 
the lockdown in NSW came to an end after 106 days 
on 11 October along with speculation that the 
lockdown in Melbourne was to end earlier than 
anticipated.  

United States: Supply constraints remained a 
concern as the backlog of houses waiting to be built 
rose further in September. The number of houses 
under construction currently exceeds completed 
homes by a record amount.  Housing starts fell by 
1.6% in September, following a revised increase of 
1.2% in August. This was below consensus 
expectations of 0.0% growth. Building permits also 
fell by 7.7% in the month. This was down from a 
revised 5.6% gain in August and below consensus 
expectations of a 2.4% fall. A continuation of 
supply-chain concerns, including skilled labour 
shortages and higher costs of materials remain a 
challenge to builders. Despite supply-chain issues, 
the backlog of houses waiting to be built suggests 
that the pipeline of constructions remains strong. 

FOMC member Michelle Bowman spoke of the 
challenges facing the labour market and the 
potential implications on the productive capacity of 
the economy. These included obstacles limiting 
female labour force participation, including limited 
options for affordable childcare, and an increase in 
retirements among older workers. On inflation, she 
noted that inflation may last longer than expected a 
few months ago. 

Richmond Federal Reserve President Thomas Barkin 
also spoke on the labour market. He noted that 
improved education, health and childcare policies 
are needed to help drive employment growth 
beyond the COVID-19 pandemic. In the near term, 
increased demand for labour has resulted in wage 
increases, particularly for entry and lower-level 
positions. 

 

 
 

Jarek Kowcza, Senior Economist 
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Today’s key data and events: 

 

AU WBC Leading Index Sep prev -0.3% (10:30am) 

UK CPI Sep exp 0.4% prev 0.7% (5pm) 

EZ ECB Current Account Aug prev €21.6bn (7pm) 

EZ CPI y/y Sep Final exp 3.4% prev 3.0% (8pm) 

US Federal Reserve's Beige Book (5am) 
 

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 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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