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Main Themes: Risk appetite was higher, led by a
strong gain in share markets in Asia yesterday.
Economic data further pointed to a rebound after
previous lockdown measures in the US and Europe,
but renewed restrictions are now being
implemented in some regions.
Share Markets: Share markets in the US and Europe
and the US were higher overnight, following a
positive session in Asia yesterday. The trigger
appeared to be a Chinese state-run media report
encouraging a “healthy” bull market which was
important for the economy. The Shanghai
Composite rose 5.7%. In the US, the S&P500 had its
fifth straight gain.
Despite the gains across the world, the Australian
S&P/ASX200 failed to rise yesterday, probably
reflecting the news of the border closure between
NSW and Victoria.
Interest Rates: Yields on US government bonds
were just mildly higher on the pickup in risk
appetite. US 10-year government bond yields rose
1 basis point to 0.68%.
Movement in yields will remain muted while the
Fed is showing little indication it was altering from
its accommodative policy stance.
Foreign Exchange: The US dollar index fell
yesterday, as risk appetite improved. Conversely,
the lift in sentiment saw the Australian dollar gain

from 69.3 US cents to 69.8 US cents this morning.
Commodities: Oil prices were little changed, faced
with concerns over demand due to rising COVID-19
cases in the US and cuts to production by OPEC.
COVID-19: The World Health Organisation (WHO)
reported 202,545 new cases, the third day in a row
cases have exceeded 200,000.
Miami, Florida was the latest US hotspot to reimpose restrictions shutting down on-site dining at
restaurants.
The Department of Health reported 140 new cases
yesterday across Australia. A total of 127 of those
cases were in Victoria and 10 were in NSW.
The border between NSW and Victoria will be
closed tonight at midnight. NSW premier Gladys
Berejiklian said that the border closure was a
“necessary step” due to the community
transmissions spiking in Victoria.
Australia: The number of job advertisements rose
in June for the first time since February. Job
advertisements jumped 42.0% in June, following a
0.3% fall in May, according to ANZ. However, the
total number of advertisements remains muted.
There were 44.6% fewer jobs advertised compared
with a year earlier in June.
Separate data released yesterday by the Melbourne
Institute
reveal
that
consumer
inflation
expectations also picked up in June. The inflation
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gauge rose 0.6% following a 1.2% plunge in May. On
an annual basis, the gauge was 0.7% higher,
indicating that consumers continue to expect
inflationary pressures to be muted. The Melbourne
Institute inflation expectations indicator narrowly
avoided falling into deflationary territory on an
annual basis in May, with an outturn of just 0.1%.
Data surrounding the COVID-19 early release
scheme has been released by APRA. Data was
submitted to APRA by 177 superannuation funds on
a best endeavours basis and covers the period
between the opening of the scheme on April 20 and
June 28. It shows that approximately 2.4 million
payments were made for a total of $18.1 billion (or
an average of $7,503 per payment).
The second tranche of applications open in early
July. APRA said that a high volume of applications is
expected.
Europe: German factory orders bounced 10.4% in
May, the first increase in three months. It followed
a 15.0% in March and a 26.2% decline in April. The
rebound was below the consensus estimate for a
15.4% increase, and the level of orders remains low.
United States: The ISM non-manufacturing index
rebounded significantly from 45.4 in June to 57.1 in
June. It was the highest in four months and the first
reading above 50 since March. The re-opening after
lockdowns was undoubtedly going to lead to a
bounce in services activity, but renewed outbreaks
in certain States suggests that to restore activity to
pre-pandemic levels will take a long time.

Today’s key data and events:
AU AiG Perf of Services Index Jun prev 31.6 (8:30am)
JN Household Spending May y/y exp -11.8% prev -11.1%
(9:30am)
AU RBA Cash Rate Target exp 0.25% prev 0.25% (2:30pm)
JN Leading Index May P exp 79.3 prev 77.7 (3pm)
UK Unit Labor Costs YoY Q1 y/y prev 2.4 (6:30pm)
US Fed’s Bostic Speaks on Webinar (11pm)
US JOLTS Job Openings May exp 480k prev 505k (12am)
NZ QV House Prices Jun y/y% prev 7.7 (3am)
US Fed’s Daly and Barkin Speak on Panel (4am)
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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