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MORNING REPORT

Today's economic developments and market movements.

Key themes

The benign US CPI print
earlier this week, which
trimmed expectations of

a fed funds rate hike next
month, continued to support
sentiment in financial
markets.

Oil prices eased as markets
appear to be taking comfort
from President Trump’s
strategic pivot away from a
military campaign towards
putting maximum economic
pressure on lran, which is
likely to be a slower process
implying less volatility.

Most major equity
benchmark indices headed
higher, and a combination
of lower oil prices and
easing expectations of Fed
hikes supported a rally in
government bonds.

Japanese yields edged
higher amid rumours that
Prime Minister Takaishi was
supportive of higher Bo)
interest rates.

Crude prices took a step
lower, with the October
Brent futures contract down
by $2 to $87.0, while the
September WTI price fell by
a similar amount to $81.3.

Data shapshot

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change
TWI 655 -0.2% 30 day BBSY 4.37 0.00
AUD/USD 0.7059 0.0% 90 day BBSY 4.56 0.00
AUD/IPY 112.58 0.0% 180 day BBSY 4.88 -0.01
AUD/GBP 0.5233 0.0% 1 year swap 4.57 -0.02
AUD/NZD 1.2065 0.1% 2 year swap 4.53 -0.03
AUD/EUR 0.6122 -0.1% 3 year swap 4.50 -0.04
AUD/CNH 47612  -0.1% 4 year swap 4.52 -0.03
AUD/SGD 0.9036 0.0% 5 year swap 4.55 -0.03
AUD/HKD 5.5389 0.0% 6 year swap 4.60 -0.03
AUD/CAD 0.9831 -0.1% 7 year swap 4.66 -0.03
EUR/USD 1.1529 0.0% 8 year swap 471 -0.03
USD/IPY 159.50 0.1% 9 year swap 4.77 -0.03
USD Index 99.95 -0.1% 10 year swap 4.82 -0.03
Equities Close Change Government Bond Yields Close Change
S&P/ASX 200 9,188 -0.2% Australia
S&P 500 7,799 0.7% 3 year bond 451 -0.04
Japan Nikkei 68,309 1.2% 10 year bond 4.99 -0.03
Hang Seng 25,397 -0.2% United States
Euro Stoxx 50 6,545 0.2% 3-month T Bill 3.71 0.00
UK FTSE100 10,773 -0.6% 2 year bond 4.14 -0.06
VIX Index 14.63 0.5% 10 year bond 4.64 -0.05
Other (10 year yields)
Commodities Current Change Germany 3.13 -0.03
CRB Index 38837 -1.2%  Japan 2.89 0.03
Gold 435056  -1.3% UK 4.95 -0.02
Copper 14148 0.1%
Oil (WTI futures) 81.25 -2.4% Sydney Futures Exchange Current Change
Coal (coking) 222.00 0.5% 10 yr bond 4.99 -0.01
Coal (thermal) 136.40 0.0% 3 yr bond 4.50 0.00
Iron Ore 9585 -0.1% 3 mth bill rate 4.50 0.00
ACCU 36.13 -4.3% SPI1 200 9,091 -0.4%

Data as at 7:40am 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

After a more challenging period, financial markets appear

to be regaining their footing, with major equity benchmarks
trending higher and government bond yields falling. Sentiment
has been supported by the benign US CPI print earlier this
week, which trimmed expectations of a fed funds rate hike
next month.

In addition, easing oil prices are helping to temper concerns
about inflationary pressures. The latest step lower came
despite reports that Iran-backed Houthis had targeted
Aramco’s oil refinery in Saudi Arabia. Markets appear to

be taking comfort from the current impasse in the US—Iran
conflict and President Trump’s strategic pivot away from

a military campaign towards putting maximum economic
pressure on Iran through sanctions and a naval blockade,
which is likely to be a slower process implying less day-to-day
volatility.

e The US equity market traded in positive territory for a second
consecutive day. Technology stocks continued to move higher
and, although energy and materials stocks retreated, the
rally was broad-based across other major sectors. This left
the S&P 500 0.7% higher on the day and up almost 14% on
a year-to-date basis.

e In Europe, gains in the Euro Stoxx 50 were more modest,
with the index up 0.2%. The FTSE 100 in the UK extended
its downward trend over recent days, falling 0.6%.
Japanese stocks gained, with the Nikkei 225 up 1.2%, but
sentiment was not uniform across Asia. Chinese stocks
and other closely linked markets were generally in the red.
The domestic ASX 200 lost 0.2%, with financial sector
performance remaining in focus.

e A combination of lower oil prices and easing expectations
of Fed hikes supported a rally in government bonds. The US
Treasury curve shifted 3—7bp lower, with the 10Y yield down
5bp to 4.64%. The market-implied probability of a Fed hike
next month has eased this week from more than a half to
around a third.

e Gilts also made somewhat more modest gains, even though
the UK’s GDP data confirmed relatively firm growth in Q2.
The UK 10Y yield was down 2bp, while the equivalent Bund
yield fell 3bp. Japanese yields edged higher amid rumours
that Prime Minister Takaishi was supportive of higher BoJ
interest rates. Moves lower in Aussie yields were consistent
with the global pattern, with the 10Y yield down 3bp to just
below the 5% mark.

e |n currency markets, the DXY reversed modest losses earlier
in the day to finish the trading session unchanged. The EUR

Today’s key data and events

Time Event Exp Prev

8:30 NZ Manufacturing PMI Jul - 59.7pts
8:45 NZ Net Migration Jun - 1860k
11:30 New Finance Approvals Q2 -5.3% -3.8

19:00 EZGDP Q2SS 0.4% 0.4%
22:30 US Retail Sales Jul 0.1% 0.2%

- CN Current Account Balance Q2 Prel. - US$184.3b
0:00 US Uni. Of Michigan Sentiment Aug Prel. 54.9pts 55.2pts
0:00 US Business Inventories Jun 0.1% 0.3%

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.
was also unchanged, while the GBP and yen posted small
losses of 0.1%. The AUD moved broadly sideways around
the 0.7060 mark.

e Crude prices took a step lower, with the October Brent
futures contract down by $2 to $87.0, while the September
WTI price fell by a similar amount to $81.3. Gold remained
volatile, falling 1.3% after increasing almost 1% the prior
day. Copper held on to its gains, continuing to trade well
above the $14,000 mark. Iron ore was little changed at just
below $96.

International Data

The US PPI was a touch softer than expected in July, unchanged
on a headline basis and up 0.2% excluding food and energy.
However, revisions to June offset the downside surprise, with
headline and core readings for that month revised up by 0.2ppts
to -0.1% and 0.49%, respectively.

US initial jobless claims edged up from 200k to 209k last week
but remained near historic lows.

UK GDP figures suggested that, after an acceleration in Q1,
the economy retained most of its momentum in Q2, despite the
drag from higher energy prices. Quarterly GDP growth came

in at 0.4%qtr, in line with market consensus and a touch above
the BoE'’s latest forecast of 0.3%qtr. On a year-ended basis,
growth rose to 1.2%yr from 0.9%yr in the prior two quarters.
Private consumption was a touch stronger than expected, rising
0.3%qtr, but it was offset by a 0.3%qtr decline in government
spending. Total business investment showed renewed strength
after weakness in late-2025, increasing 1.7% in Q2 following a
0.9% gain in Q1. The details suggested that Al-related business
spending was a significant source of growth.

Euro area industrial production was unchanged in June, as
expected, while May’s outcome was revised up from -0.2%mth
to 0.3%mth. Production was only 0.1% higher than a year
earlier, highlighting that the sector continues to stagnate. With
a particularly hot European summer weighing on production in
Germany and other member states, a near-term recovery looks
unlikely.

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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