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Main Themes: The lift in positive sentiment 
continued reflecting greater confidence of recovery.  
Share markets rallied and the Australian dollar is 
sustaining levels just above 70 US cents.  

Share Markets: Market optimism continued as 
investors looked towards the signs of a faster-than-
expected recovery, including an unexpected 
increase in US jobs on Friday. The Dow rose 1.7% 
while the S&P500 lifted 1.2%. The S&P500 is now 
45.5% above its recent low. The Nasdaq lifted 1.1% 
last night to a record high, beyond the highs prior to 
the crisis. 

Interest Rates: US 10-year bond yields fell slightly 
despite the ongoing improvement in risk appetite 
reflected in the share market and currency markets. 
There remains solid demand for bonds given 
expectations of easy monetary policy measures for 
some time. The US 10-year yield fell 2 basis points 
to 0.88%     

Foreign Exchange: The US dollar index continued to 
edge lower amid the improvement in risk appetite 
as economies re-open. The Australian dollar has 
pushed passed 70 US cents, hitting an intraday high 
of 70.29 US cents, its highest this year. Stronger risk 
appetite, combined with a successful containment 
of COVID-19 in Australia and an RBA adamant on 
ruling out negative interest rates are likely helping 
the currency higher.  

Commodities: Oil prices fell, as Saudi Arabia 

decided it wouldn’t extend cuts to production.  

COVID-19: The Australian Department of Health has 
reported 5 new cases, taking the total number of 
cases to 7265.  

Australia: The AiG performance of services index 
released on Friday, improved from 27.1 in April to 
31.6 May, on signs of containment of the virus and 
on plans to reopen the economy. Despite the 
improvement, it was the second lowest reading in 
the series after the record low in April. It is still 
pointing to a contraction in activity in May, holding 
well below 50.   

China: Exports and imports both contracted in May, 
suggesting ongoing signs of weak demand in China 
and the rest of the world. Exports declined 3.3% in 
the year to May, but imports fell 16.7% over the 
same period. The decline in imports largely 
reflected falling prices. 

Europe: German industrial production fell a sharp 
17.9% in April, as factories shut down over the 
month. The decline was broadly as expected, with 
the consensus estimate at -16.5%. However, the re-
opening of the economy suggests that industrial 
activity reached a bottom in the month.  

United States: US President Trump has suggested 
he was open to another economic relief package, 
despite saying he would veto a $3 trillion economic 
aid bill which was passed the House of 
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Representatives.  

The National Bureau of Economic Research (NBER), 
which determines US business cycles in the US 
economy confirmed that the US economy entered 
recession in February. The determination does not 
come as a surprise, given the large drop in 
employment and production, although the NBER 
also added that the recession could turn out briefer 
than earlier contractions.     

In a release on Friday, the deterioration in the 
labour market unexpectedly reversed. Non-farm 
payrolls added 2.5 million jobs in May after a 20.7 
million decline in April. The unemployment rate 
edged down from 14.7% in April to 13.3% in May 
reflecting the re-opening of businesses and 
economic activity. While an encouraging sign, the 
unemployment rate remains quite high and there 
remains some way to go before absorbing the 
excess capacity in the labour market. 
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Today’s key data and events: 

 

NZ ANZ Business Confidence Jun prev -41.8 (11am) 

AU ANZ Job Ads May prev -53.1% (11.30am) 

AU NAB Business Survey May (11.30am) 

       Business Conditions prev -34  

       Business Confidence prev -46 

EZ GDP Q1 final exp -3.8% prev -3.8% (7.00pm) 

 

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 Janu Chan   
dedab@bankofmelbourne.com.au chanj@bankofmelbourne.com.au   
(02) 8254 3251 (02) 8253 0898   
    
Economist    
Nelson Aston    
nelson.aston@bankofmelbourne.com.au    
(02) 8254 1316    

 
 
 
 
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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