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MORNING REPORT

Today's economic developments and market movements.

Key themes

Key US equity indices lacked
direction ahead of the US
Fed'’s final policy decision of
the year. Treasuries continued
to be sold off which saw
yields tick higher, supporting
the US dollar.

The Aussie edged higher
testing 0.6650 on several
occasions following the RBA
Governor’s final press briefing
for 2025, which was more
hawkish than expected.

The Governor laid markers
for a full pivot to a tightening
bias, conditional on a strong
Q4 CPI print.

This triggered a selloff in
local bonds and equities, with
the policy sensitive two-year
bond rate increasing more
than 10bps to the highest
level since November 2024.
This continued overnight with
yields on futures increasing a
further 3bps.

Oli declined with forecasters
suggesting there could be a
“super glut” next year.

Data shapshot

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change
TWI 62.1 0.0% 30 day BBSY 3.60 0.00
AUD/USD 0.6638 0.2% 90 day BBSY 3.75 0.01
AUD/IPY 104.13 0.8% 180 day BBSY 4.09 0.00
AUD/GBP 0.4991 0.4% 1 year swap 3.95 0.08
AUD/NZD 1.1488 0.2% 2 year swap 4.10 0.10
AUD/EUR 0.5709 0.3% 3 year swap 4.18 0.10
AUD/CNH 4.6875 0.1% 4 year swap 4.25 0.09
AUD/SGD 0.8611 0.2% 5 year swap 4.32 0.08
AUD/HKD 5.1659 0.2% 6 year swap 4.39 0.07
AUD/CAD 0.9194 0.2% 7 year swap 4.46 0.07
EUR/USD 1.1626  -0.1% 8 year swap 4,53 0.06
USD/IPY 156.87 0.6% 9 year swap 4.59 0.06
USD Index 99.22 0.1% 10 year swap 4.85 0.06
Equities Close Change Government Bond Yields Close Change
S&P/ASX 200 8,586 -0.4% Australia
S&P 500 6,848 0.0% 3 year bond 4.14 0.10
Japan Nikkei 50,655 0.1% 10 year bond 4.76 0.05
Hang Seng 25,434 -1.3% United States
Euro Stoxx 50 5718 -0.1% 3-month T Bill 3.62 -0.01
UK FTSE100 9,642 0.0% 2 year bond 3.61 0.03
VIX Index 16.64 -0.1% 10 year bond 4.18 0.02
Other (10 year yields)
Commodities Current Change Germany 2.85 -0.01
CRB Index 301.48 -1.5% Japan 1.97 -0.01
Gold 4208.12 0.4% UK 451 -0.02
Copper 11487.00 -1.3%
Oil (WTI futures) 58.30 -1.0% Sydney Futures Exchange Current Change
Coal (coking) 204.00 -0.3% 10 yr bond 4.80 0.03
Coal (thermal) 111.15  -0.3% 3 yr bond 4.20 0.03
Iron Ore 101.85 -0.3% 3 mth bill rate 3.72 0.00
ACCU 37.75 10.6% SPI 200 8,606 0.2%

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.

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 Key US equity indices were mixed and lacked direction ahead
of the US Fed’s final policy decision of the year. The S&P 500
(+0.01%) and the tech-heavy Nasdaq (+0.1%) held on to
small gains, notwithstanding the fall in Nvidia shares after
the US President said he will let the company export chips
to China, with the US taking a 25% cut of revenue. The Dow
Jones Industrial Average closed 0.3% lower, weighed down
by a sharp 4.0% fall in JP Morgan shares following reports
suggesting expenses for next year could come in higher than
expected, about 9% above 2025 levels.

e European markets closed mostly in the red with the Euro
Stoxx 50 down 0.1%, the FTSE 100 down 0.03%, France’s
CAC closing 0.7% lower, while Germany’s DAX gained 0.5%.
A stronger than expected October trade outcome supported
valuations in Germany. Asian markets were also mixed with
the Nikkei (+0.1%) higher, while the CSI 300 (-0.5%) and the
Hang Seng (-1.3%) closed lower. In the local market, shares
were sold off for a second consecutive day as expectation
of rate hikes firmed. There were declined across the board.
Futures are pointing to a positive start to today’s session.

e Treasuries continued to be sold off which saw the yield curve
shift around 3bps higher as investors assess the 2026 rates
outlook beyond the 25bps cut pencilled in for later this week.
The 2-year US bond yield increased 3bps to 3.61%, while the
10-year US bond yield increased 2bps to 4.17%. Interest-rate
futures have fully priced in a 25bp rate cut this week but are
now only expecting around 75bps of cuts over the year to the
end of 2026, down from around 90bps a week ago. There was
a slight rally in bonds over in Europe which saw yields tick
lower after yesterday’s gains. Two-year bond yields declined
3bps and 1bp to 3.77% and 2.15% in the UK and Germany,
respectively.

e Local yields were higher on futures building on the spike
in yields recorded following the RBA Governor’s presser
yesterday afternoon. The 3-year bond yield increased 3bps
to 4.20% (highest level in over a year or since November
2024) and the 10-year yield also increased 3bps to 4.80%.
Yesterday, the policy sensitive 2-year yield increased as much
as 12bps before closing 10bps higher on the day. Traders are
now pricing in almost two rate hikes over 2026 with the first
hike fully priced in for June 2026.

The US dollar index finished 0.1% higher at 99.22 in another
volatile session which saw the DXY reach a high of 99.31. The
Yen declined with the USD/JPY pair increasing 0.6% to 156.87
following the earthquake in northeast Japan.

Today’s key data and events

Time Event Exp Prev
8:45 NZ Net Migration Oct - 1800k
12:30 CN PPI Nov -2.0% -2.1%
0:30 US Employment Cost Index Q3 0.9% 0.9%
1:45 CA BoC Policy Decision 2.2% 2.2%
6:00 US FOMC Policy Decision 3.8% 4.0%

Times are AEDT. 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.

e At home, the Aussie found support following the hawkish
messaging from the RBA Governor. The AUD/USD pair
increased 0.2% to 0.6640, testing the 0.6650 on several
occasions through the session. The RBA Governor noted that
a cut was not considered at yesterday’s meeting, instead
the Board discussed conditions under which it will be forced
to hike in February. The Governor also noted that cuts are
inconsistent with where the Board sees the economy, at least
in the near terms. Finally, the Governor implicitly endorsed
market pricing which has at least one rate hike pencilled in for
2026.

o Commodities were mixed with copper, crude and iron ore
ticking lower while gold edged higher. Gold increased 0.4%
to US$4,208 an ounce as the prospect of a US rate cut this
week firmed. Copper ticked 1.3% lower notwithstanding
BBG research forecasting supply will struggle keep pace with
demand over 2026. Crude was 1.0% lower with the West
Texas Intermediate trading at around US$58/bbl as reports
suggest there will be a “super glut” next year as a wave of
new supplies may run up against sluggish demand. Iron ore
declined 0.3% to US$101.85 a tonne.

International Data:

Delayed release of the JOLTS data showed that US job
openings increased sharply, rising from 7.23mn in August to
7.66mn in September and 7.67mn in October. This marks the
highest level since the start of the year and suggests that the
US labour market might be in somewhat better shape than
previously thought. The increase pushed the vacancies-to-
unemployment ratio up by 0.03ppt to 1.01, which is very close
to the average of the prior six months. However, other details
were somewhat weaker — both the quit rate and hire rate
decreased by 0.2ppt, suggesting less dynamism in the market,
and the layoff rate edged up by 0.1pptto 1.2%.

The NFIB Small Business Optimism Index rose from 98.2 in
October, the lowest level in six months, to 99.0 in November,
which is very close to this year’s average. The details of the
survey were mixed. The proportion of businesses assessing it as
a good time to expand was unchanged, but expectations about
the future continued the recent downward trend and fell to a
level matching the April reading, which reflected the spike in
uncertainty following the Liberation Day tariff announcement.

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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Local Data:

As was widely expected, the RBA Board decided to leave
rates on hold at 3.60% during the final meeting of 2025.
While the policy statement was balanced, the Governor’s
media briefing was more revealing. The Governor noted
that a cut was not considered this month, instead the Board
discussed conditions under which it will be forced to hike

in February 2026. The Governor also noted that cuts are
inconsistent with where the Board sees the economy, at least
in the near terms. Finally, the Governor implicitly endorsed
market pricing which has at least one rate hike pencilled in
for 2026. This led to as sell-off in bonds which saw policy
sensitive yields increase 13bps.

The headline business conditions index fell from +10 to +7 in
November, driven by falls in trading conditions (-6pts to +12)
and profitability (—6pts to +4). After smoothing for regular
monthly volatility, we find that business conditions are holding
broadly steady around long-run average levels. At the same
time, business confidence soured in November, down —5pts to
+1. This may well prove to be short-lived given the month-to-
month volatility in the survey (further details available 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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https://www.westpaciq.com.au/economics/2025/12/australian-business-conditions-november-2025
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