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MORNING REPORT

Today's economic developments and market movements.

FX Last 24 hrs Current  Change AUS Interest Rate Swaps Last Change
Potential US involvement in the Wi 599  03%  30day BBSY PP -
Israel-Iran conflict risk sentiment AUD/USD 06477  -04% 90 day BBSY 374 -001
sour. Investors sold the USD AUD/JPY 9417  -02% 180 day BBSY 3.90 0.00
while oil and gold price rose in AUD/GBP 04810  -08%  1yearswap 334 0.00
usual risk-off fashion. There was AUD/NZD 10817  02% 2 yearswap 324 -001
little reaction from US markets AUD/EUR 05634  -0.5% 3 yearswap 320 002
as they were closed for the AUD/CNH 46539  -05%  4year swap 337 0.00
Juneteenth holiday. AUD/SGD 08331  -03%  5yearswap 348 0.00
- 0 -
The Bank of England kept rates AUD/HKD 5.0836 0.4% 6 year swap 3.60 0.01
. — 0
steady in a 6-3 vote though AUD/CAD 0.8875 0.4% 7 year swap 3.71 0.00
0
Deputy Governor Ramsden’s EUR/USD 1.1496 0.1% 8 year swap 3.81 0.00
. . USD/JPY 145.42 02% 9 3.90 -0.01
dissent was a surprise to ° Zyearswap
. e ey USD Inde 98.79 -0.1% 10 year swa 4.13 -0.03
markets. Despite a weak initial X g sl
reaction, the GBP quickly
bounced back and finished Equities Close Change Government Bond Yields Close Change
S&P/ASX 200 8524  -0.1%  Australi
stronger at the end of the / o nAustala
. 0, o
session. S&P 500 5,981 0.0%  3yearbond 335 0.01
Japan Nikkei 38,488 -1.0% 10 year bond 4.22 -0.04
Equities closed weaker across Hang Seng 23238 -20%  United States
the board owing mostly to the Euro Stoxx 50 5197 -13%  3-monthTBill 422 -001
uncertainty around geopolitical UK FTSE100 8792  -06%  2yearbond 3.94 0.00
tensions. VIX Index 2217  101% 10 year bond 439 0.00
. Other (10 year yields)
A successful 5Y auction
. Commodities Current  Change Germany 2.52 0.03
alongside reports of reduced
. CRB Index 314.40 0.1% Japan 1.42 -0.04
issuance at the ultra-long end
. Gold 3370.90 01% UK 453 0.04
saw Japanese yields fall.
Copper 9615 -0.4%
Th DXY fell while the euro and Oil (WTI futures) 75.14 04%  Sydney Futures Exchange Current  Change
pound gained ground providing Coal (coking) 173.50 -1.1%  10yrbond 4.26 0.00
investors with an alternate safe Coal (thermal) 115.20 04%  3yrbond 337 0.01
haven. Iron Ore 93.00 0.3% 3 mth bill rate 3.61 -0.01
ACCU 35.38 29%  SPI200 8496  -0.3%
Data as at 7:45am AEST. Change is from the previous trading day (excluding the SFE, which is the change during the night session). Source:
Bloomberg.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable,
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Financial Markets

The White House announced that President Trump will decide within
the next two weeks whether to support Israel in the ongoing
conflict, introducing another layer of geopolitical uncertainty.
Further dissent among Bank of England committee members
also weighed on sentiment, contributing to broad-based market
volatility. The VIX rose 10%, hitting its highest level in nearly a
month.

- Equities closed weaker across most regions. In the UK, the FTSE
100 declined 0.6%, pressured by a lower open, dovish BoE
commentary, and rising geopolitical risk. European markets were
notably weaker, with the EuroStoxx 50 down 1.3%, falling steadily
throughout the session before accelerating losses after the White
House announcement. The German DAX also lost 1.1%. In Asia, the
Japanese Nikkei fell 1.0%, with most losses occurring at the open.
The Hang Seng fell 2.0%, and the CSI 300 declined 0.8%. Australia’s
ASX 200 slipped 0.1%; futures point to a softer open.

« Rates markets were subdued, with US markets closed for
Juneteenth. In Germany, the 2Y Bund yield was unchanged at
1.84%, while the 10Y rose 2bps. The UK Gilt curve bear-steepened,
with the 2Y yield up 2bps and the 10Y up 4bps. Swaps markets are
now fully pricing in a September BoE rate cut. In Japan, the 10Y JGB
yield fell 4bps following a well-received 5Y auction. Bloomberg
also reported that the Ministry of Finance may reduce ultra-long
bond issuance starting in July, responding to increased investor
demand at the shorter end. In Australia, weaker-than-expected
labour market data led to a dovish shift in RBA rate expectations.
The 3Y swap rate fell 2bps, and a previously priced-in September
cut has now been pushed out to November.

« FX'markets saw the US dollar weaken modestly. The DXY fell 0.1%
to 98.79, retracing gains from the previous session. Most major
currencies appreciated against the greenback. GBP/USD rose
to 1.3467—initial weakness following the BoE news reversed as
geopolitical headlines dominated FX moves. The Japanese yen
depreciated against the USD to 145.42, weighed down by news
offshore but also domestic political headlines after Prime Minister
Ishiba said he would review tariffs. The AUD/USD fell through
much of the prior session but rebounded early this morning, last
trading at 0.6477.

- Commodities were supported by geopolitical risk. WTI crude (July
contract) rose 0.4% to US$75.14/bbl on concerns over potential US
involvement in the Israel-Iran conflict and the risk of a renewed
supply shock. Gold also rising 0.1% to US$3370.9/0z. With US
markets reopening today, further reaction across commodity and
risk assets is likely.

International Data:

As expected, the Bank of England’s Monetary Policy Committee kept
Bank Rate unchanged at 4.25%. The decision was supported by six
committee members, while three members voted for a 25bp cut.

Today’s key data and events

For Data/Event Exp Prev
9:01am GB Gfk Consumer Sentiment Jun -20pts -20pts
9:30am  JP CPlI May 3.5% 3.6%
4:00pm  GB Public Sector Borrowing May £18b £20.2b
4:00pm  GB Retail Sales May -0.5% 1.2%
6:00pm  EZ M3 Money Supply May 4.0% 3.9%
10:30pm  US Phily Fed Jun -1.5pts -4pts
12:00am  EZ Consumer Confidence Jun Prel. -14.8pts -15.2pts
12:00am  US Leading Index May -0.1pts -1pts

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.

The minutes revealed that the majority of the committee members
believed there was no strong case for a further monetary policy
easing at this meeting owing to the recent pickup in inflation,

which is expected to remain elevated in the second half of the

year. Meanwhile, those in favour of lowering Bank Rate emphasised
further loosening in the labour market conditions. In fact, the whole
committee acknowledged that together with weak underlying

GDP growth, the labour market is pointing to a margin of slack
opening up over time. While pay growth is moderating as a result,he
committee is not confident this is feeding into inflation.

The MPC continued to assess that risks to inflation remain two-
sided, particularly in light of the recent increase in energy prices,
and “heightened unpredictability in the economic and geopolitical
environment”. The MPC's forward guidance was left unchanged,
continuing to emphasise “a gradual and careful approach to the
further withdrawal of monetary policy restraint”. To date, this
approach has been consistent with monetary policy easing at a pace
of 25bp per quarter, and we believe it is set to be maintained in the
second half of this year. We anticipate that moderating pay growth
will support a further 25bp cut in the next committee’s meeting in
August.

US Markets were closed for the Juneteenth holiday.

Domestic Data:

Labour Force Statistics showed employment held broadly flat in May,
falling by just -2.5k. This was below Westpac's forecast (+15k) and the
market consensus (+20k) but within the range of expected outcomes.
In context, this decline comes off the back of a surge in April (+87.6k),
so some degree of payback was to be expected. Looking through the
exceptionally volatile reads over recent months, employment growth
- once smoothed on a three-month average basis — clearly remains
steady and robust, the current pace of 2.3%yr matching what was
observed at the end of last year.

The unemployment rate remained at 4.1% while the participation
rate ticked down by 0.1ppt to 67.0%.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable,
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Disclaimer

This information has been prepared by Westpac and is intended

for information purposes only. It is not intended to reflect any
recommendation or financial advice and investment decisions should
not be based on it. This information does not constitute an offer, a
solicitation of an offer, or an inducement to subscribe for, purchase or
sell any financial instrument or to enter into a legally binding contract.
To the extent that this information contains any general advice, it has
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appropriateness of the advice. Certain types of transactions, including
those involving futures, options and high yield securities give rise to
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This information may contain material provided by third parties.
While such material is published with the necessary permission none
of Westpac or its related entities accepts any responsibility for the
accuracy or completeness of any such material. Although we have
made every effort to ensure this information is free from error, none
of Westpac or its related entities warrants the accuracy, adequacy

or completeness of this information, or otherwise endorses it in

any way. Except where contrary to law, Westpac Group intend by
this notice to exclude liability for this information. This information
is subject to change without notice and none of Westpac or its
related entities is under any obligation to update this information or
correct any inaccuracy which may become apparent at a later date.
This information may contain or incorporate by reference forward-
looking statements. The words “believe”, “anticipate”, “expect”,
“intend”, “plan”, “predict”, “continue”, “assume”, “positioned”, “may”,
“will”, “should”, “shall”, “risk” and other similar expressions that are
predictions of or indicate future events and future trends identify
forward-looking statements. These forward-looking statements
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not a reliable indicator of future performance, nor are forecasts of
future performance. Whilst every effort has been taken to ensure that
the assumptions on which any forecasts are based are reasonable, the
forecasts may be affected by incorrect assumptions or by known or
unknown risks and uncertainties. The ultimate outcomes may differ
substantially from any forecasts.

Conflicts of Interest: In the normal course of offering banking products
and services to its clients, the Westpac Group may act in several
capacities (including issuer, market maker, underwriter, distributor,
swap counterparty and calculation agent) simultaneously with respect

to a financial instrument, giving rise to potential conflicts of interest
which may impact the performance of a financial instrument. The
Westpac Group may at any time transact or hold a position (including
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Author(s) disclaimer and declaration: The author(s) confirms that

(a) no part of his/her compensation was, is, or will be, directly or
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applicable) and is based on sources reasonably believed to be reliable
and accurate; (c) to the best of the author’s knowledge, they are not in
receipt of inside information and this material does not contain inside
information; and (d) no other part of the Westpac Group has made any
attempt to influence this material.
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content: This material may contain statements relating to
environmental, social and governance (ESG) topics. These are subject
to known and unknown risks, and there are significant uncertainties,
limitations, risks and assumptions in the metrics, modelling, data,
scenarios, reporting and analysis on which the statements rely. In
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are variations in approaches and common standards and practice, as
well as uncertainty around future related policy and legislation. Some
material may include information derived from publicly available
sources that have not been independently verified. No representation
or warranty is made as to the accuracy, completeness or reliability

of the information. There is a risk that the analysis, estimates,
judgements, assumptions, views, models, scenarios or projections
used may turn out to be incorrect. These risks may cause actual
outcomes to differ materially from those expressed or implied. The
ESG-related statements in this material do not constitute advice,

nor are they guarantees or predictions of future performance, and
Westpac gives no representation, warranty or assurance (including

as to the quality, accuracy or completeness of the statements). You
should seek your own independent advice.
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(No. 233714). You can access Westpac’s Financial Services Guide
here or request a copy from your Westpac point of contact. To

the extent that this information contains any general advice, it has
been prepared without taking into account your objectives, financial
situation or needs and before acting on it you should consider the
appropriateness of the advice.

Note: Luci Ellis, Westpac Chief Economist is a member of the
Australian Statistics Advisory Council (ASAC) which is a key advisory
body to the Minister and the Australian Bureau of Statistics on
statistical services. Luci does not have access to sensitive data/
reports in her capacity as a member of ASAC.
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Disclaimer continues overleaf »
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laws and regulations) only. Recipients of this material in Singapore
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Securities Exchange Act of 1934 (‘the Exchange Act’) and member of
the Financial Industry Regulatory Authority (‘FINRA’). In accordance
with APRA's Prudential Standard 222 'Association with Related
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for in certain legal agreements between Westpac and WCM and
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Rule 15a-6 under the Exchange Act and is not subject to all of the
independence and disclosure standards applicable to debt research
reports prepared for retail investors in the United States. WCM is the
U.S. distributor of this communication and accepts responsibility for
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laws, rules or regulations of any State. Unless otherwise specifically
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and may differ from the information, views or analysis expressed by
Westpac and/or its affiliates.

UK and EU: The London branch of Westpac is authorised in the
United Kingdom by the Prudential Regulation Authority (PRA) and is
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passing on the information in this communication to any third party.

This communication contains general commentary, research, and
market colour. The communication does not constitute investment
advice. The material may contain an ‘investment recommendation’ and/
or ‘information recommending or suggesting an investment’, both as
defined in Regulation (EU) No 596/2014 (including as applicable in the
United Kingdom) (“MAR”). In accordance with the relevant provisions

of MAR, reasonable care has been taken to ensure that the material has
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of the sender concerning the financial instruments to which that
information relates have been disclosed.

Investment recommendations must be read alongside the specific
disclosure which accompanies them and the general disclosure which
can be found here. Such disclosure fulfils certain additional information
requirements of MAR and associated delegated legislation and by
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To the extent this communication comprises an investment
recommendation it is classified as non-independent research. It has
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