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Key themes
Concerns about the US deficit 
lead to a bear steepening in 
US rates.

There was some contagion 
with yields rising elsewhere 
as well.

The pop higher in US 
Treasury yields saw the US 
dollar weaken, the DXY 
dipped below 100 for the first 
time in two weeks.

Equities in the US retreated 
following the news, but 
other major indices were 
unaffected.

Data snapshot

Data as at 8:15am AEST. Change is from the previous trading day (excluding the SFE, which is the change during the night 
session). Source: Bloomberg. 

Today's economic developments and market movements.

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change

TWI 59.8 0.20% 30 day BBSY 3.79 -0.02

AUD/USD 0.6432 0.20% 90 day BBSY 3.78 -0.06

AUD/JPY 92.7 -0.40% 180 day BBSY 3.81 -0.13

AUD/GBP 0.4796 0.00% 1 year swap 3.44 0.04

AUD/NZD 1.0843 0.00% 2 year swap 3.37 0.07

AUD/EUR 0.568 -0.20% 3 year swap 3.43 0.07

AUD/CNH 4.6313 0.10% 4 year swap 3.53 0.07

AUD/SGD 0.8293 -0.30% 5 year swap 3.66 0.07

AUD/HKD 5.0365 0.30% 6 year swap 3.79 0.08

AUD/CAD 0.8921 -0.20% 7 year swap 3.91 0.08

EUR/USD 1.1323 0.40% 8 year swap 4.02 0.08

USD/JPY 144.12 -0.60% 9 year swap 4.11 0.09

USD Index 99.56 -0.60% 10 year swap 4.37 0.12

Equities Close Change Government Bond Yields Close Change

S&P/ASX 200 8,387 0.50% Australia

S&P 500 5,845 -1.60% 3 year bond 3.48 0.01

Japan Nikkei 37,299 -0.60% 10 year bond 4.45 0.05

Hang Seng 23,828 0.60% United States

Euro Stoxx 50 5,454 0.00% 3-month T Bill 4.23 0.01

UK FTSE100 8,786 0.10% 2 year bond 4.02 0.05

VIX Index 20.87 15.40% 10 year bond 4.6 0.11

Other (10 year yields)

Commodities Current Change Germany 2.65 0.04

CRB Index 298.57 0.10% Japan 1.53 0.02

Gold 3317.81 0.80% UK 4.76 0.05

Copper 9534 0.10%

Oil (WTI futures) 61.27 -1.60% Sydney Futures Exchange Current Change

Coal (coking) 189.5 0.00% 10 yr bond 4.51 0.06

Coal (thermal) 105.85 0.20% 3 yr bond 3.52 0.03

Iron Ore 99.8 0.40% 3 mth bill rate 3.72 0.01

ACCU 35.38 2.90% SPI 200 8,326 -1.00%
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TODAY’S INSIGHTS

Financial Markets:
Concerns about the US fiscal deficit saw US Treasuries sell 
off further. The sell off in US rates began last week after 
Moody’s downgraded the US’ credit rating. This gained further 
momentum overnight with a soft result in the auction of 20Y 
Treasury bonds and in reaction to Trump’s tax cuts which is 
likely to see the deficit widen.

•	 In equities, worries around debt saw US markets 
underperform the rest of the world. The three major indexes 
popped lower after the auction result. The S&P closed 1.6% 
lower, the Dow Jones was down 1.9% and the NASDAQ 
1.4%. Declines were mostly contained in the US, Europe’s 
EuroStoxx 50 finished flat, London’s FTSE 100 finished 
0.1% higher and the German DAX was up 0.4%. The Asian 
session was mixed -- Hong Kong’s Hand Seng was up 0.6% 
and Shanghai’s CSI 300 closed 0.5% higher. The Japanese 
Nikkei was an outlier closing 0.6% lower. This may have been 
the result of reports which showed a decline in cross-asset 
holdings by major Japanese companies. The ASX200 closed 
0.5% higher but futures suggest a weak open this morning.

•	 In bond markets, concerns around US debt were front and 
centre and resulted in a bear steepening of the curve. 10Y 
bond yield rose 11bp to 4.60%, the highest since mid-
January, while the 2Y was up 5bps to 4.02% which was the 
highest since May 2024. There was some contagion across 
other markets, in Germany the 2Y Bund yield was up 3bp 
and the 10Y up 4bp while in the UK the 2Y Gilt yield was 
up 4bp and the 10Y up 5bp. Fiscal concerns in the UK have 
also seen the 30Y Gilt yield rise to 5.52% and is the highest 
of all major market yields in this tenor. The Japanese 10Y 
continues to explore higher grounds rising 2bp to 1.52% 
even as market participants encourage the BoJ to ease 
plans to taper their bond holdings citing concerns about 
liquidity at the long end. In Australia, futures suggest a bear 
steepening in rates this morning -- pricing for the 10Y bond 
yield is up 6bp and the 3Y is up 3bps.

•	 FX markets reacted to the news as expected, there was 
a sell-off in the US dollar with the DXY hitting 99.61, a 
4-week low. The euro strengthened to 1.13 against the 
greenback while the JPY weakened to 144.12, and continues 
to pop higher this morning. The AUD/USD pair also 
strengthened to 0.6432 retracing some of its losses since 
the RBA cut rates on Tuesday.

•	 In commodities, oil prices fell with the July WTI contract down 
0.74% to $61.57 following an EIA report of rises in the US 
crude oil inventory. Escalating tensions between Iran and Israel 
saw gold prices rise once again closing at $3,318/oz, up 0.8%.  

Domestic Data:
The six-month annualised growth rate in the Westpac–
Melbourne Institute Leading Index, which indicates the likely 
pace of economic activity relative to trend three to nine months 
into the future, slowed to 0.2% in April from 0.5% in March. 
The shift reflects heightened uncertainty around global trade 
and a less supportive commodity price backdrop. While most of 
the drag is ‘external’, domestic drivers are also fairly mixed with 
labour market momentum slowing and interest rate settings 
providing only modest support. The overall picture is consistent 
with some stalling in what was already expected to be a 
gradual growth recovery for the Australian economy in 2025.

International Data:
The UK CPI was stronger than expected in April at 1.2% 
(consensus 1.0%), seeing the annual rate rise back to 3.5%yr. 
Annual core inflation was stronger still at 3.8%yr as services 
inflation accelerated to 5.4%yr. Increases in energy, water 
and other administered prices were reportedly behind the 
acceleration. So, while the acceleration was more rapid 
than expected, its cause was consistent with authorities’ 
expectations. 
 
 

Today’s key data and events
For Data/Event Exp Prev

9:50am JP Machinery Orders Mar -1.60% 4.30%

10:30am JP Jibun Bank Manufacturing PMI May 
Prel. - 48.7pts

10:30am JP Jibun Bank Services PMI May Prel. - 52.4pts

6:00pm EZ HCOB Manufacturing PMI May Prel. 49.2pts 49pts

6:00pm EZ HCOB Services PMI May Prel. 50.4pts 50.1pts

6:30pm AU RBA's Hauser-Speech - -

6:30pm GB S&P Manufacturing PMI May Prel. 46pts 45.4pts

6:30pm GB S&P Services PMI May Prel. 50pts 49pts

10:30pm US Chicago Fed Activity Index Apr -0.2pts -0pts

10:30pm US Initial Jobless Claims 230k 229k

11:45pm US S&P Manufacturing PMI May Prel. 49.8pts 50.2pts

11:45pm US S&P Services PMI May Prel. 51pts 50.8pts

- US Building Permits Apr Final - -4.70%

12:00am US Existing Home Sales Apr 2.00% -5.90%

1:00am US Kansas City Fed May -5pts -4pts

8:45am NZ Real Retail Sales Q1 0.00% 0.90%

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.

Illiana Jain 
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