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Main Themes: Risk sentiment declined as 
comments from Fed Chair Powell raised concerns 
about inflation. Bond yields and the US dollar were 
also lower. 

Share Markets: Equity markets fell on Friday. This 
followed comments from Fed Chair Powell 
suggesting that the supply chain disruptions causing 
elevated inflation are likely to persist for longer 
than previously expected. Tech stocks led the falls. 

The S&P 500 pulled back 0.1% after advancing for 
seven straight days. The Nasdaq fell 0.8%, while the 
Dow Jones rose 0.2%. 

The ASX 200 ended Friday’s session flat. 

Interest Rates: The US 10-year treasury yield fell 7 
basis points to 1.63%. The 2-year yield was 
unchanged around 0.45%. 

Foreign Exchange: The US dollar fell against a 
basket of major currencies. The USD index fell from 
a high of 93.8 to a low of 93.5, before recovering to 
settle at 93.6. 

Despite the weakness in the US dollar, the 
AUD/USD pair was also weaker. The pair fell from a 
high of 0.7512 to a low of 0.7454. It has recovered 
to currently be around where it opened, at 0.7469. 

Commodities: Oil rose to above $83. Gold, iron ore 
and thermal coal were also higher. Copper was 
down on the session. 

COVID-19: NSW recorded 296 new cases and four 

deaths yesterday. Victoria recorded 1,935 new 
cases and 11 deaths. Elsewhere, the ACT recorded 
nine new cases. 

Victorian Premier Andrews announced details of 
the state’s plan once 90% of people aged 12 and 
over have received two doses of a vaccine. This is 
expected to occur around 24 November. At this 
point, most remaining restrictions will be lifted for 
fully vaccinated people. Venue caps and density 
requirements will be lifted and masks will only be 
required in high risk indoor settings. Unvaccinated 
people will remain subject to restrictions, including 
limits on non-essential retail. 

Australia: There were no major economic data 
released on Friday. 

Eurozone: Activity in the manufacturing sector 
advanced at a faster rate than expected. However, 
manufacturing activity is at its lowest level since 
February 2021, as the sector continues to be 
impacted by supply chain disruptions. 
Manufacturing PMI came in at 58.5 in October, 
down slightly from the September outcome of 58.6. 
This was above consensus expectations of 57.1. A 
reading above 50 indicates expansion. 

Services PMI fell to 54.7 in October, from 56.4 in 
September. This was below consensus expectations 
of 55.4. Rising COVID-19 case numbers continue to 
impact the services sector, particularly tourism and 
recreation. 
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United Kingdom: The GfK consumer confidence 
index fell to -17 in October, from -13 in September. 
A combination of surging inflation, food and fuel 
shortages and an increase in COVID-19 cases have 
dampened sentiment. 

Retail sales fell in September, despite panic buying 
by consumer of fuel. Sales were down 0.2% in 
September, following a 0.9% fall in August. This was 
below consensus expectations of a 0.6% increase 
and marks the fifth consecutive monthly fall. Supply 
chain issues and labour shortages continue to 
impact the availability of products. 

Economic activity regained momentum in October. 
The manufacturing sector expanded faster-than-
expected. The manufacturing PMI rose from 57.1 in 
September to 57.7 in October. This was above 
consensus expectations of 56.0. Expansion in 
services sector activity contributed to overall 
expansion in the economy. The services PMI rose to 
58.0 in October, from 55.4 in September. This was 
above consensus expectations of 54.5. However, 
supply chain disruption continue to feed into higher 
cost pressures. Both input prices and consumer 
prices rose at their fastest pace since the index 
began in 1998. 

United States: Activity in the manufacturing sector 
slowed in October but remained in expansionary 
territory. The manufacturing PMI fell to 59.2 in 
October, from 60.7 in September. This was below 
consensus expectations of 60.5. Manufacturers 
continue to report strong demand, however, supply 
chain constraints and labour shortages are weighing 
on the sector. 

Conversely, activity in the services sector improved 
in October. The services PMI rose to 58.2, up from 
54.9 in September. This was above consensus 
expectations of 55.2. The services sector is being 
supported by strong demand as COVID-19 case 
numbers continue to fall. Employment in the sector 
has improved as demand increases. 

Treasury Secretary Janet Yellen said that she 
expects price increases to remain high through the 
first half of 2022. However, she noted this reflects 
“temporary” pain. She expects inflation to ease in 
the second half of 2022, as supply chain constraints 
and labour shortages subside. 

 

 
 

Jarek Kowcza, Senior Economist 

Ph: 0481 476 436

Today’s key data and events: 

 

EZ IFO Bus. Climate Survey Oct exp 98.0 prev 98.8 (7pm) 

US Chicago Fed Nat Act Index Sep prev 0.29 (11:30pm) 

US Dallas Fed Index Oct exp 6.2 prev 4.6 (1:30am) 

 

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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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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