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Key themes
The longest US federal 
government shutdown 
ended after the House of 
Representatives approved, 
and President Trump signed, 
a bill to fund the government 
until the end of January. 

US equities were weighed 
down by negative 
sentiment and concerns 
over stretched valuations 
amid expectations of slower 
economic momentum. Major 
government bonds sold off.

In Australia, October 
employment growth 
exceeded expectations, 
with the unemployment rate 
falling 0.1ppt from a ‘thin’ 
4.5% to a ‘fat’ 4.3%. 

Financial markets adjusted 
their outlook for the RBA 
cash rate – the probability of 
a rate cut around the middle 
of next year dropped from 
nearly two thirds to about 
one third. The AUD initially 
strengthened, but eventually 
sold off falling to around 
0.6530.

Data snapshot

Data as at 7:00am AEDT. 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 61.4 0.3% 30 day BBSY 3.60 0.00

AUD/USD 0.6528 -0.2% 90 day BBSY 3.69 0.01

AUD/JPY 100.84 -0.4% 180 day BBSY 3.93 0.00

AUD/GBP 0.4949 -0.6% 1 year swap 3.64 0.05

AUD/NZD 1.1543 0.0% 2 year swap 3.69 0.08

AUD/EUR 0.5610 -0.6% 3 year swap 3.77 0.09

AUD/CNH 4.6331 -0.4% 4 year swap 3.85 0.09

AUD/SGD 0.8491 -0.3% 5 year swap 3.94 0.09

AUD/HKD 5.0728 -0.2% 6 year swap 4.02 0.09

AUD/CAD 0.9159 0.0% 7 year swap 4.11 0.08

EUR/USD 1.1635 0.4% 8 year swap 4.19 0.08

USD/JPY 154.47 -0.2% 9 year swap 4.27 0.08

USD Index 99.13 -0.4% 10 year swap 4.51 0.08

Equities Close Change Government Bond Yields Close Change

S&P/ASX 200 8,753 -0.5% Australia

S&P 500 6,741 -1.6% 3 year bond 3.80 0.10

Japan Nikkei 51,282 0.4% 10 year bond 4.42 0.04

Hang Seng 27,073 0.6% United States

Euro Stoxx 50 5,743 -0.8% 3-month T Bill 3.79 0.01

UK FTSE100 9,808 -1.0% 2 year bond 3.59 0.02

VIX Index 20.78 18.7% 10 year bond 4.11 0.04

Other (10 year yields)

Commodities Current Change Germany 2.69 0.04

CRB Index 302.66 -1.4% Japan 1.70 0.01

Gold 4164.15 -0.7% UK 4.44 0.04

Copper 10956.00 0.1%

Oil (WTI futures) 58.77 0.5% Sydney Futures Exchange Current Change

Coal (coking) 199.50 -0.1% 10 yr bond 4.46 0.02

Coal (thermal) 111.50 -0.4% 3 yr bond 3.82 0.00

Iron Ore 102.65 0.0% 3 mth bill rate 3.67 0.00

ACCU 37.75 10.6% SPI 200 8,643 -1.5%
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TODAY’S INSIGHTS

Financial Markets:
The longest US federal government shutdown ended after 
the House of Representatives approved, and President Trump 
signed, a bill to fund the government until the end of January. 
Market focus has now shifted to its economic impact, as 
attention turns to what the resumed economic data flow will 
reveal. Revised US data release schedules should become 
clear in the coming weeks, but some gaps in data coverage 
likely will remain, given that sampling was not undertaken 
during the shutdown. 

Domestically, October employment growth exceeded 
expectations, with the unemployment rate falling 0.1ppt 
from a ‘thin’ 4.5% to a ‘fat’ 4.3%. Sharp changes in youth 
unemployment were the main driver of the September-
October volatility, and looking through them, the underlying 
trends continue to show that the Australian labour market is 
gradually softening.

•	 US equities were weighed down by negative sentiment and 
concerns over stretched valuations amid expectations of 
slower economic momentum. The S&P 500 dropped 1.6%, 
with tech stocks down 2.7%, marking their second worst 
result since the April selloff. In Europe, disappointing earnings 
announcements dampened sentiment, and the Euro Stoxx 
50 fell, led by declines in financial stocks. Asian markets 
performed better, with Japan’s Nikkei gaining 0.4% and Hong 
Kong’s Hang Seng rising 0.6%. Domestically, equities also fell, 
with the ASX 200 down 0.5%.

•	 Major government bonds sold off. The 10Y US Treasury yield 
rose 4bp to 4.11%, maintaining a relatively stable trend of the 
last couple of weeks. The short end of the Treasury curve also 
lifted, as investors reduced expectations of a fed funds rate cut 
in December. European yields – Bunds and Gilts – were 3-5bp 
higher, reversing the previous day’s rally. Australian yields 
moved higher as well: the 10Y rose 4bp to 4.42%, while the 
3Y surged 10bp to 3.80%, as financial markets adjusted their 
outlook for the RBA cash rate. Following the labour market 
data, the probability of a rate cut around the middle of next 
year dropped from nearly two thirds to about one third.

•	 In FX markets, the DXY fell 0.4%, its sixth decline in the last 
seven sessions. The EUR and GBP both gained 0.4%, reaching 
1.1640 and 1.3190 respectively. The yen appreciated by 
0.2% after the Japanese Finance Minister highlighted that 
“the negative aspects of the weak yen are becoming clearer”, 
sparking speculation about possible government intervention. 
The AUD initially strengthened following the Australian 
labour market data, reaching 0.6580, but eventually sold off 
falling to around 0.6530 in the early hours of this morning.

•	 In commodity markets, after a 4.2% decline in the previous 
session – driven by OPEC’s sharp downward revision of 

demand forecasts – crude stabilised, with the December WTI 
contract up 0.4% to $58.80. Gold eased 0.7%, while copper 
and iron ore were little changed.

International Data: 
US Cleveland Fed President Hamack commented overnight 
that inflation remains too high and continues to be her top 
priority when determining policy settings. San Francisco Fed 
President Daly was non-committal regarding the December 
policy decision.

Euro area industrial production underperformed in 
September, rising just 0.2%mth after a 1.1%mth decline 
in August. The modest recovery in German production, 
following a sharp contraction in August driven by a significant 
contraction in the automotive sector, was the main factor. 
Despite a modest pick-up this year, euro area production levels 
remain below pre-pandemic levels.

A downside surprise to September UK GDP growth, which 
came in at -0.1%mth, left the quarterly UK GDP slowing from 
0.3%qtr in Q2 to 0.1%qtr in Q3, according to the preliminary 
release. Annual growth ticked lower to 1.3%yr. The consumer 
spending remained soft, business and government spending 
disappointed in Q3. Investment data was mixed: while 
business investment fell for a second quarter in a row, public 
investment and private sector dwelling investment were 
strong.

Domestic Data: 
The focus in Australia yesterday was on the latest labour 
market data. Employment was firmer than expected in 
October after a weaker showing in September, leaving growth 
on a three-month average basis around ½ppt below the pace 
six months ago. The unemployment rate fell 0.1ppt from a 
‘thin’ 4.5% (4.45%) to a ‘fat’ 4.3% (4.34%); after smoothing 
for monthly volatility, the unemployment rate is still clearly 
tracking a gradual uptrend (see here).

Today’s key data and events
Time Event Exp Prev

8:30am NZ Manufacturing PMI Oct - 49.9pts

1:00pm CN Retail Sales YoY YTD Oct 4.4% 4.5%

1:00pm CN Industrial Production YoY YTD Oct 6.2% 6.2%

1:00pm CN Fixed Asset Investment YoY YTD Oct -0.8% -0.5%

9:00pm EZ GDP Q3 S 0.2% 0.2%

Times are AEDT. 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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