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9 September 2026

MORNING REPORT

Today's economic developments and market movements.

Key themes

Escalating tensions in the
Middle East continued to
drive markets overnight,
with attacks on Saudi energy
infrastructure and US strikes
on Iranian targets pushing
WTI crude to a three-month
high of US$93/bbl, reigniting
inflation concerns.

Risk sentiment deteriorated
as higher oil prices and rising
yields weighed on equities.
The S&P 500 fell 0.6%, the
Dow Jones lost 1.2%, while
European markets delivered a
mixed performance.

Bond markets extended

their sell-off, with the US
2-year Treasury yield rising

to 4.39%. Markets are now
pricing a roughly 60% chance
of a Fed rate hike this month
and more than 60bps of
tightening by the end of 2027.

Australian rates remain under
upward pressure following
hawkish RBA communication.
Markets now fully price
another rate hike by year-end
(consistent with Westpac
Economics’ updated rates
outlook) and see almost an
80% chance of a follow-up
move in March 2027.

Data shapshot

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change
TWI 66.3 0.0% 30 day BBSY 4.40 0.00
AUD/USD 0.7220 0.0% 90 day BBSY 4.66 0.00
AUD/IPY 111.19  -0.3% 180 day BBSY 5.00 0.01
AUD/GBP 0.5334 0.0% 1 year swap 4.80 0.00
AUD/NZD 1.2327 0.4% 2 year swap 4.80 0.00
AUD/EUR 0.6212 0.0% 3 year swap 4.78 0.00
AUD/CNH 48427 -0.1% 4 year swap 478 -0.01
AUD/SGD 09133 -0.1% 5 year swap 481 -0.01
AUD/HKD 5.6616 0.0% 6 year swap 4.85 -0.02
AUD/CAD 0.9953 -0.3% 7 year swap 4.90 -0.01
EUR/USD 1.1625 0.0% 8 year swap 4.95 -0.01
USD/IPY 15398 -0.2% 9 year swap 5.00 -0.01
USD Index 98.85 -0.3% 10 year swap 5.04 -0.02
Equities Close Change Government Bond Yields Close Change
S&P/ASX 200 8,921 -1.0% Australia
S&P 500 7674  -0.6% 3 year bond 4.78 0.00
Japan Nikkei 65,269 -1.7% 10 year bond 5.19 -0.01
Hang Seng 25,317 -0.4% United States
Euro Stoxx 50 6,413 0.1% 3-month T Bill 3.78 0.01
UK FTSE100 10812  -0.1% 2 year bond 4.39 0.03
VIX Index 15.72 2.7% 10 year bond 4.79 0.01
Other (10 year yields)
Commodities Current Change Germany 3.37 -0.02
CRB Index 419.57 0.8%  Japan 2.90 -0.03
Gold 4360.97 -1.1% UK 5.17 0.00
Copper 14708 1.4%
Oil (WTI futures) 93.03 1.7% Sydney Futures Exchange Current Change
Coal (coking) 276.00 1.1% 10 yr bond 5.20 0.01
Coal (thermal) 151.15  -0.6% 3 yr bond 4.80 0.02
Iron Ore 100.20 0.7% 3 mth bill rate 4.62 0.01
ACCU 36.13 -4.3% SPI1 200 8,924 0.2%

Data as at 7:00am 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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e There was a risk-off tone overnight amid rising hostilities in
the Middle East and higher oil prices. Yemeni rebels attacked
Saudi Arabian energy facilities, while US forces struck Iranian
targets near Kharg Island. This pushed oil prices to their
highest levels since early June, with WTI crude rising 1.7%
to USS$93.03 a barrel. The move added to inflation concerns,
pushing bond yields higher and increasing the odds of further
US rate hikes.

e In trade-related news, the EU and Canada are set to
announce new trade and security ties, while Canadian Prime
Minister Mark Carney defended his latest tariffs on American
goods, including US steel and a range of consumer products,
arguing they are intended to protect Canadian businesses
rather than escalate tensions with Washington.

e Key US equity indices declined overnight. The S&P 500 fell
0.6% to 7,674, while the Dow Jones Industrial Average also
moved 1.2% lower amid higher bond yields and expectations
of tighter monetary policy. The tech-heavy Nasdaqg was
relatively resilient, falling 0.3% on the day.

e European equities were mixed, with the Euro Stoxx 50 edging
up 0.1%, France’s CAC increased 0.2%, while Germany’s
DAX and the FTSE 100 were down 0.1%. Asian markets
were weaker, with the Nikkei down 1.7% and the Hang Seng
declining 0.4%. Locally, the S&P/ASX 200 fell 1.0% to 8,921.
Equity futures are pointing to a modest rebound, with the SPI
200 up 0.2% to 8,924.

e The bond market sell-off continued overnight. The yield on the
policy-sensitive two-year Treasury rose 3bps to 4.39%, while
the 10-year Treasury yield increased 1bp to 4.79%. Traders
are now pricing around 35bps of rate hikes by the end of 2026
and almost 60bps by the end of 2027. The probability of a US
Federal Reserve rate hike this month is now around 50%.

e Australian bond markets were mixed. The 3-year government
bond yield was unchanged at 4.78%, while the 10-year
yield eased 1bp to 5.19%. On the back of hawkish RBA
communication, futures softened slightly, with the 3-year
futures yield rising 2bps to 4.80% and the 10-year futures yield
increasing 1bp to 5.20%. OIS pricing continues to imply a cash
rate near 4.70% by year-end, with markets now pencilling in at
least one further rate hike this year, consistent with Westpac
Economics’ updated rates outlook.

Today’s key data and events

Time Event Exp Prev
5:00 US Consumer Credit Jul USS11.9b USS$S14.2b
11:30 CN PPI Aug 3.6% 3.5%
11:30 CN CPI Aug 0.8% 0.5%
- CN M2 Money Supply Aug 7.6% 7.7%

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.

¢ In foreign exchange markets, the US dollar eased overnight,
with the DXY falling 0.3% to 98.85. The Australian dollar was
unchanged against the US dollar at US$0.7220. Against major
crosses, the Australian dollar fell 0.3% against the yen and
0.3% against the Canadian dollar, while rising 0.4% against the
New Zealand dollar. It was broadly unchanged against sterling,
the euro and the Hong Kong dollar, and eased slightly against
the Chinese yuan and Singapore dollar.

e Commodity markets were firmer overall. The CRB Index rose
0.8%, supported by gains across several key commodities. WTI
crude oil increased 1.7% to US$93.03 a barrel. Copper rose
1.4%, iron ore gained 0.7% to US$100.20/t, and coking coal
increased 1.1%. Gold fell 1.1%, thermal coal declined 0.6%,
and ACCU prices fell 4.3%.

e Copper futures rose in part as buyers continued to stockpile
inventories amid ongoing trade disruptions and supply outages.
Copper’s critical role in electrical wiring, power networks and
infrastructure has also made it a popular proxy for investors
seeking exposure to the Al boom.

International Data

US NFIB small business optimism edged down in August from
99.8 to 98.7, remaining modestly above the survey’s 5-year
average of 94.7.

US NY Fed 1-year inflation expectations edged down from
3.63% to 3.58% in August, below the average of the past
5-years of 4.08%.

US consumer credit bounced from $14.6bn in June to $18.1bn
in July, against expectations for a decline to $18.1bn.

Yesterday, China’s trade surplus widened further in August
from $112bn to $119bn. Exports gained 25.0%yr while imports
were up 28.2%yr.

Local Data

Westpac Economics now expects a rate hike in November

due to the stronger than previously expected underlying
inflation impulse. This, in turn, has been driven by more resilient
household incomes and larger spillovers from the data centre
boom (see here).

During her fireside chat at the AFR Property summit, RBA
Assistant Governor Sarah Hunter noted that the data centre
boom has surprised the RBA on the upside and was boosting
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domestic activity despite higher import penetration levels.
When asked about rates, Hunter noted that the strong July CPI
read was driven by domestic factors and the Board may have to
raise rates if inflation is tracking above forecasts.

The Westpac—MI Consumer Sentiment Index declined 5.2% to
84.4 in September from 88.9 in August. The component detail
shows a broad-based decline in September led by a pullback in
current assessments of family finances. The fall takes sentiment
back towards the deeply pessimistic levels seen earlier in the
year. Both fuel prices and interest rates again look to be driving
the move (see here).

Business conditions fell into negative territory for the first time
in six years, declining 5pts to —1 and marking the weakest result
since the height of the COVID-19 pandemic in 2020. Business
confidence declined for a second consecutive month, falling
2pts to —8 and extending the reversal of the recovery that
emerged from the conflict lows in March and April (see here).
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