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MORNING REPORT

Today's economic developments and market movements.

Key themes

The FOMC delivered a 25bp
rate cut as widely expected,
though markets were
surprised by Chair Powell's
comments that a December
rate cutis a “far from a
foregone conclusion” and that
a “growing chorus feels like
maybe [the] Fed should wait
a [meeting] cycle” to assess
conditions.

This saw treasuries sell-
off considerably and the
US dollar rally across most
key crosses. The S&P 500
finished unchanged from
yesterday, but growing
optimism ahead of the
Trump-Xi meeting saw the
NASDAQ and other Asian
stocks move higher.

In Australia, hotter-than-
expected inflation data
dashed expectations for
imminent rate cuts, seeing
the ASX 200 post its largest
one-day decline in seven
weeks.

Crude prices posted a small
rise following a pull-back in
US inventories, but concerns
over a ‘supply glut’ remains a
key underlying narrative.

Data shapshot

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change
TWI 61.5 0.7% 30 day BBSY 3.53 0.00
AUD/USD 0.6573  -0.2% 90 day BBSY 3.61 0.00
AUD/IPY 100.44 0.3% 180 day BBSY 3.81 0.02
AUD/GBP 0.4983 0.4% 1 year swap 3.56 0.14
AUD/NZD 1.1407 0.2% 2 year swap 3.56 0.16
AUD/EUR 0.5667 0.2% 3 year swap 3.62 0.16
AUD/CNH 46663  -0.2% 4 year swap 3.64 0.10
AUD/SGD 0.8527 0.1% 5 year swap 3.72 0.10
AUD/HKD 5.1083 -0.2% 6 year swap 3.81 0.09
AUD/CAD 0.9166 -0.2% 7 year swap 3.90 0.09
EUR/USD 1.1598 -0.5% 8 year swap 3.98 0.08
USD/IPY 152.80 0.5% 9 year swap 4.06 0.08
USD Index 99.19 0.5% 10 year swap 4.36 0.16
Equities Close Change Government Bond Yields Close Change
S&P/ASX 200 8926 -1.0% Australia
S&P 500 6,891 0.0% 3 year bond 3.57 0.12
Japan Nikkei 51,308 2.2% 10 year bond 4.22 0.05
Hang Seng 26,346  -0.3% United States
Euro Stoxx 50 5,706 0.0% 3-month T Bill 3.78 0.06
UK FTSE100 9,756 0.6% 2 year bond 3.60 0.11
VIX Index 16.92 3.0% 10 year bond 4.07 0.10
Other (10 year yields)
Commodities Current Change Germany 2.62 0.00
CRB Index 300.86 0.6% Japan 1.66 0.01
Gold 394756  -0.1% UK 4.39 -0.01
Copper 11184 1.3%
Oil (WTI futures) 60.38 0.4% Sydney Futures Exchange Current Change
Coal (coking) 199.00 0.5% 10 yr bond 433 0.10
Coal (thermal) 109.90 0.5% 3 yr bond 3.66 0.08
Iron Ore 107.20 1.3% 3 mth bill rate 3.40 0.00
ACCU 37.75 10.6% SPI 200 8908 -0.4%

Data as at 7:30am 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:

e US equities traded in a volatile fashion following the FOMC'’s
25bp rate cut, with Chair Powell downplaying the likelihood
of another rate cut in December. The S&P 500 traded a wide
range but was ultimately unchanged from yesterday. The
NASDAQ finished in the green (+0.5%), largely on Nvidia’s
strength as optimism builds ahead of the Trump-Xi meeting.
Just as we go to press, a disappointing earnings result from
Meta has seen the stock slide in post-market trading.

e Stocks moved higher across Asia, especially in Japan (+2.2%)
and South Korea (+1.8%), as President Trump toured the
region discussing investment and trade. The ASX 200 posted
its largest one-day decline in seven weeks following hotter-
than-expected inflation data (—-1.0%), and futures markets are
pointing to a weaker opening this morning.

e Treasuries sold-off in the wake of Chair Powell's push-back
on further imminent rate cuts, seeing the 2-year lift 11bps
and the 10-year rise 10bps. However, futures markets are still
pricing in a circa 60% chance of a rate cut in December and
a further three rate cuts by late-2026. Should the shutdown
persist and the dataflow remain disrupted, that leaves
relatively few scheduled ‘triggers’ that could spark a repricing.

e Aussie yields exhibited a massive bear flattener during local
trading as expectations for imminent rate cuts were dashed by
official inflation data. The sell-off persisted in futures trading
following the FOMC meeting overnight, with the 3-year and 10-
year (futures) yield now up 8bps and 10bps respectively. Swaps
markets are now only pricing in one rate cut by H2 2026.

e The USD rally saw the DXY break back above the 99.0 mark,
finishing 0.5% higher at around 99.19. Movements were
fairly consistent across the main DXY pairs, with the Euro
and Japanese Yen depreciating —0.5% against the greenback,
while the Sterling fell -0.6%.

e The Aussie dollar regained a USDO0.66 handle following the
above-consensus inflation data in local trading, but after
the developments overnight, it has fallen back to around
USDO0.6573 at the time of writing. Developments around the
Trump-Xi meeting will be key focus for the currency pair today.

e Crude prices posted a small increase overnight following a
larger-than-expected pull-back in US inventories, seeing WTI
rise 0.4% to US$60.38/bbl. Despite this, and the impact of
sanctions on Russia, concerns over a looming supply glut and
the potential for further OPEC+ production hikes remain.

e Gold was mixed but finished little changed from yesterday,
down just—0.1% to around US$3948/oz, still some 10% off last
week’s record high. Copper prices rallied above the US$11,000/
mt mark (+1.3%), while iron ore moved 1.3% higher amid
growing optimism around trade and stimulus in China.

Today’s key data and events

Time Event Exp Prev
- JP BoJ Policy Decision 0.5% 0.5%
11:00am NZ ANZ Business Confidence Oct - 49.6pts
11:30am AU Export Price Index Q3 - -4.5%
11:30am AU Import Price Index Q3 - -0.8%
9:00pm EZ Consumer Confidence Oct (Final Est) - -14.2pts
9:00pm EZ Economic Confidence Oct 96pts 95.5pts
9:00pm EZGDPQ3A 0.1% 0.1%
9:00pm EZ Unemployment Rate Sep 6.3% 6.3%
11:30pm US Initial Jobless Claims* 229k -
11:30pm US GDP Q3 (First Est)* 3.0% 3.8%
12:15am EZ ECB Policy Decision 2.2% 2.2%

Times are AEST. All data forecasts are m/m or g/q and seasonally adjusted unless otherwise
specified. Forecasts for Australian data are our forecasts and for other countries they are
consensus forecasts. * May be delayed due to US Government shutdown.

International Data:

The FOMC cut the fed funds rate by 25bps to a mid-point of
3.875% and announced an end to the quantitative tightening
programme, effective 1 December. On the policy decision, there
was dissent on both sides of consensus, with one member
favouring a 50bp cut and another voting for no change.

Overall, the economy is viewed as being in robust health. The
Government shutdown is expected to weigh on growth in Q4,
but this cost is seen as temporary, with the economy anticipated
to rebound quickly once funding is restored. Chair Powell noted
there is no need to fear an absence of government data during
the shutdown, with enough data and qualitative guidance
available to recognise a material shift in conditions.

The decision to cut was instead characterised as a risk
management decision, the Committee assessing that “downside
risks to employment rose in recent months”. However, it was
evident this change was viewed as marginal and that the
Committee continue to see upside risks for inflation as well as
downside risks for the labour market. Members are also wary of
making sure the effects of tariffs on inflation prove temporary.

As a result, Chair Powell made clear in the press conference
that a rate cut in December is “far from a foregone conclusion”
with “strongly differing views” on the short-term path for
policy. Later in the press conference, Chair Powell added that
a “growing chorus feels like maybe [the] Fed should wait a
[meeting] cycle” to assess conditions.

The Bank of Canada also cut by 25bps overnight to 2.25%.
This is likely to be the trough for the foreseeable future with
the policy rate now seen as “at about the right level”.

Local Data:

In Australia, Q3 CPI printed well above market expectations
on both a headline and trimmed mean basis (see here). As a
result, Westpac Economics no longer sees an RBA rate cutin
November (see here).

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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