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MORNING REPORT

Today's economic developments and market movements.

Key themes

Risk sentiment soured
overnight as the conflictin
the Middle East intensified
following Israel’s attack on
one of Iran’s major gas fields.
The US Fed held steady,
while pushing up its near
term inflation forecasts amid
the conflict. This followed
producer price data surprising
to the upside, even before the
conflict began.

There was a sea of red across
global equity markets, with
volatility indices also spiking
higher. Treasuries were sold
off, with yields rising across
the curve in the US and much
of Europe. Local yields also
moved higher on futures.

Yield support and weaker risk
sentiment boosted the US
dollar, while risk currencies,
including the Australian dollar,
underperformed. The Aussie
declined 1.1% to 0.7029.

Oil prices increased again, with
WTI futures rising 2.4% to
USD 98.5/bbl.

Data shapshot

FX Last 24 hrs Current Change

AUS Interest Rate Swaps

Last Change

TWI 66.2 0.5% 30 day BBSY 411 0.10
AUD/USD 0.7029 -1.1% 90 day BBSY 431 0.08
AUD/IPY 11235 -0.5% 180 day BBSY 4.75 0.07
AUD/GBP 0.5299  -0.4% 1 year swap 451 0.03
AUD/NZD 1.2119 -0.1% 2 year swap 457 0.05
AUD/EUR 0.6133 -0.4% 3 year swap 4.55 0.03
AUD/CNH 48503  -0.8% 4 year swap 4.56 0.02
AUD/SGD 0.9021  -0.5% 5 year swap 4.58 0.01
AUD/HKD 55101 -1.0% 6 year swap 4.62 0.01
AUD/CAD 0.9652 -0.8% 7 year swap 4.67 0.01
EUR/USD 1.1461 -0.7% 8 year swap 4.72 0.02
USD/IPY 159.85 0.5% 9 year swap 4.75 0.01
USD Index 100.18 0.6% 10 year swap 5.05 0.05
Equities Close Change Government Bond Yields Close Change
S&P/ASX 200 8,641 0.3% Australia
S&P 500 6,625 -1.4% 3 year bond 451 -0.03
Japan Nikkei 55,239 2.9% 10 year bond 4.90 -0.04
Hang Seng 26,025 0.6% United States
Euro Stoxx 50 5737 -0.6% 3-month T Bill 3.61 0.01
UK FTSE100 10,305  -0.9% 2 year bond 3.77 0.10
VIX Index 246 10.0% 10 year bond 4.27 0.07
Other (10 year yields)
Commodities Current Change Germany 2.94 0.03
CRB Index 364.51 0.0%  Japan 222 -0.06
Gold 4823.88 -3.6% UK 474 0.04
Copper 12396  -3.0%
Oil (WTI futures) 98.52 2.4% Sydney Futures Exchange Current Change
Coal (coking) 221.00 -0.2% 10 yr bond 4.99 0.05
Coal (thermal) 132.80 1.3% 3 yr bond 4.61 0.06
Iron Ore 106.70  -1.4% 3 mth bill rate 4.18 0.00
ACCU 36.13 -43% SPI1 200 8,491 -1.7%

Data as at 7:15am 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.



WI# TODAY’S INSIGHTS

Pat Bustamante
Senior Economist, Westpac Group
P:+61 468 571 786

>4 » E: pat.bustamante@westpac.com.au

Financial Markets

e Risk sentiment soured overnight as the conflict in the Middle
East intensified following Israel’s attack on one of Iran’s major
gas fields. Iran subsequently announced that a number of
energy assets in Saudi Arabia, Qatar and the United Arab
Emirates are now potential targets for retaliation, heightening
concerns over regional supply disruptions.

e US equities sold off sharply against this backdrop. Adding to
the pressure, incoming data suggested domestic inflationary
pressures were firming even before the escalation in
the Middle East. The Federal Reserve held policy rates
unchanged, with Chair Powell emphasising that “if we don’t
see that progress, then we won't see the rate cut,” reinforcing
a cautious policy stance. The S&P 500 fell 1.4%, the Dow
Jones Industrial Average declined 1.6%, while the tech heavy
Nasdaq dropped 1.5%. Reflecting heightened uncertainty, the
VIX jumped 10% to 24.6.

e European equities erased early gains to finish lower following
the strikes on Iranian energy facilities. Markets are now
pricing two rate hikes from the ECB this year amid rising
energy prices as the conflict intensifies. The Euro Stoxx 50
fell 0.6%, Germany’s DAX declined 1.0%, and the UK’s FTSE
100 dropped 0.9%. Asian markets were mixed. Japan’s Nikkei
outperformed, surging 2.9%, while Hong Kong's Hang Seng
rose a more modest 0.6%. Locally, the S&P/ASX 200 edged
0.3% higher to 8,641, though SPI futures point to a weaker
start today, down 1.7%.

e Bond markets reflected rising inflation risk and reduced
confidence in policy easing. US Treasury yields pushed
higher across the curve, led by the front end, with the 2 year
yield up 10bps to 3.77% and the 10 year yield rising 7bps to
4.27%. Interest rate futures now price around 15bps of easing
through the end of 2026, down from a full rate cut at the start
of the week. European yields moved higher, led by the UK,
where 10 year gilt yields increased 4bps to 4.74%.

e Australian government bond yields moved higher on futures,
with the 3 year yield up 6bps to 4.61% and the 10 year
increasing 5bps to 4.99%. OIS pricing suggests a terminal
cash rate this year of around 4.60%, with the first full rate hike
pencilled in for August and another by November.

e Currency markets were dominated by a renewed bid for the
US dollar. The USD index rose 0.6% to 100.18, while the
Australian dollar underperformed, falling 1.1% to 0.7029.
Losses were broad based across the crosses, with notable
declines against the US dollar, yen, euro and Canadian dollar.
EUR/USD fell 0.7% to 1.1461, while USD/JPY extended
higher to 159.85.

e Commodity markets were volatile and ended mostly weaker,
reflecting slower global growth concerns and profit taking.

Today’s key data and events

Time Event Exp Prev
10:50 JP Machinery Orders Jan -9.6% 19.1%
11:30 AU RBA Financial Stability Review - -
11:30 AU Employment Feb 20k 17.8k
11:30 AU Unemployment Rate Feb 4.1% 4.1%
15:30 JP Industrial Production Jan Final - 2.2%
18:00 GB ILO Unemployment Rate Jan 5.3% 5.2%
23:00 GB BoE Policy Decision 19/03/2026 3.8% 3.8%
23:30 US Initial Jobless Claims 14/03/2026 215k 213k
23:30 US Phily Fed Mar 8.5pts 16.3pts
- JP BoJ Policy Decision 19/03/2026 0.8% 0.8%
- US Building Permits Jan Final - -5.4%

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.

Gold fell sharply, down 3.6% to USD 4,824 per ounce, as
USD strength overwhelmed haven demand. Base metals also
sold off, with copper down 3.0%. QOil prices moved higher,
with WTI futures rising 2.4% to USD 98.5/bbl as the Middle
East conflict intensified. Coal was mixed, with thermal coal up
1.3% and coking coal slightly lower, while iron ore declined
1.4% to USD 106.7/t.

International Data

The US FOMC marked time at its March meeting, recognising
the increase in global uncertainty since its last meeting, while
also remaining positive on the US economic outlook. The
projections point to greater belief in the persistence of GDP
growth into the medium-term despite capacity constraints
for labour and capital. The consequences for inflation of the
Middle East conflict are seen as temporary, annual inflation

in 2026 revised up 0.3ppts to 2.7%, but 2027’s forecast was
only edged higher to 2.2% and 2028 unchanged at 2.0%. The
Committee’s base case is one cutin 2026 and another in 2027
to 3.1%, which is now the Committee’s best estimate of longer
run neutral for the medium term.

The Bank of Canada kept its policy rate at 2.25% at the
March meeting. The statement highlighted increased global
uncertainty due to the ongoing conflict in the Middle East and
the consequences for energy prices and financial markets.

US PPI inflation surprised to the upside in February, prices
rising 0.7% in the month, or 0.5% excluding food and energy.
Annual growth lifted to 3.4%yr on a headline basis and
3.9%yr excluding food and energy.

Euro Area inflation was revised down at the margin in the
final estimate for February to 0.4%. Annual headline inflation
was unchanged at 1.9%yr, and 2.4%yr excluding food and
energy.

US factory orders rose 0.1% in January after a 0.4% decline in
December (previously -0.7%). Ex transport, orders lifted 0.4%
in January after a 0.6% increase in December.

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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