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MORNING REPORT

Today's economic developments and market movements.

Key themes Data snapshot

Global equities were mixed, FX Last 24 hrs Current Change  AUS Interest Rate Swaps Last Change
with US markets staging TWI 640 -14% 30 day BBSY 486 000
a partial rebound from AUD/USD 0.6873 -0.8% 90 day BBSY 498  -001
Thursday’s tech-led rout, AUD/IPY 10892 -0.4% 180 day BBSY 5.32 0.00
while Asian and European AUD/GBP 05150 -0.1% 1 year swap 491 0.00
equities remained pressured AUD/NZD 12357 -03% 2 vyear swap 477 0.02
by concerns that Democratic AUD/EUR 06169 -0.1% 3 year swap 470 002
control of Congress could AUD/CNH 45864 -07% 4 year swap 469 001
slow the Al buildout. AUD/SGD 08810 -05% 5 year swap 471 001
. AUD/HKD 53895 -0.8% 6 year swa 475 0.00
US Treasury yields rose S P
. . AUD/CAD 09717 0.0% 7 year swap 4.79 0.00
following a strong upside
. . EUR/USD 1.1142 -0.7% 8 year swap 4.84 0.00
surprise in nonfarm payrolls, /
. cpy- UsD/IPY 158.34 0.4% 9 year swa 4.89 -0.01
with markets lifting the 4 :
- USD Index 102.30 0.7% 10 year swap 492 -0.01
probability of a December
Fed hike to just below 80%.
Equities Close Change Government Bond Yields Close Change
The US dollar strengthened S&P/ASX 200 9,021 -05%  Australia
on the payrolls beat, while S&P 500 7377  03% 3 year bond 467  -004
weaker risk sentiment saw Japan Nikkei 57,435 -6.0% 10 year bond 498  -0.03
the AUD end the week Hang Seng 24,482 -13%  United States
sharply lower against the Euro Stoxx 50 6,170 -1.0%  3-month T Bill 400 001
greenback. UK FTSE100 10,674 -10% 2 year bond 451 0.05
VIX Index 25.64 -9.0% 10 year bond 4.86 0.02

Oil prices were broadly

. Other (10 year yields)
steady as markets remained

. Commodities Current Change Germany 3.25 0.01
cautious around prospects
. CRB Index 390.05 -0.1% Japan 2.65 -0.13
for a US-Iran deal, despite
ts that tiati Gold 4070.80 -0.4% UK 5.15 0.02
reports that negotiations
P _g Copper 13768 -0.5%
were progressing and )
Teh had d trated Oil (WTI futures) 90.83 0.3% Sydney Futures Exchange Current Change
enran na emonstrated a
L . Coal (coking) 255.00 -1.1% 10 yr bond 5.02 0.03
willingness to negotiate over
. Coal (thermal) 141.10 -2.7% 3 yr bond 4.69 0.03
its nuclear programme. .
Iron Ore 92.40 0.0% 3 mth bill rate 4.77 0.00
In New Zealand, the election ACCU 36.13 -43% SPI 200 9,036 0.2%
remains tOO Cl_OSG tO call 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.

although the right-leaning
bloc currently leads the left.

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

Markets were generally subdued to end the week. Thursday’s
deep tech-led rout in the US defined trading across most
markets, although US equities staged a partial rebound on
Friday, underscoring the volatility that has characterised much
of the year. Meanwhile, a strong upside surprise in US nonfarm
payrolls pushed Treasury yields higher as markets increased
the probability of a December hike. Elsewhere, Brent was
little changed heading into the weekend as the US and Iran
were reportedly moving closer to a potential deal, with Tehran
demonstrating a willingness to negotiate over its nuclear
programme.

In New Zealand, the election remains too close to call,
although the Electoral Commission is projecting the right-
leaning bloc will secure 67 of 131 seats. Official results will
be declared on 27 November.

e US equities staged a partial rebound on Friday from the
steep declines seen in the previous session. The S&P 500
rose 0.3%, although it ended the week 2.7% lower overall,
while a rebound in chipmakers lifted the NASDAQ 1.1%.
The Dow Jones lagged, falling 0.5%. European equities
struggled, with both the Euro Stoxx 50 and FTSE 100 down
1.0%.

e Asian equities moved sharply lower on Friday, echoing
Thursday’s moves in the US as concerns that Democratic
control of Congress could slow the Al buildout weighed on
sentiment. Tech-heavy markets bore the brunt of the sell-off,
with the Nikkei 225 and KOSPI both down 6.0%, while the
Hang Seng fell 1.3%. The ASX 200 tracked the global sell-
off, with losses led by mining stocks. The index pared earlier
declines to finish 0.5% lower, taking its weekly gain to 1.3%.

e US Treasuries were consistently bid before the much
stronger-than-expected rise in nonfarm payrolls reversed
the move. The 2-year yield rose 5bps, while the 10-year
yield gained 2bps. Futures markets lifted the probability of
a December Fed hike to just below 80%, taking the implied
year-end fed funds rate to 4.07%.

e Australian government bond yields tracked the earlier rally
in US Treasuries, with the 3-year yield falling 4bps and the
10-year yield down 3bps. Swap markets see little prospect
of a near-term move in the cash rate, with the implied year-
end rate at 4.85%.

e The stronger-than-expected US payrolls report and
subsequent rise in Treasury yields supported the US dollar,
with the DXY up 0.7%. The AUD remained weighed down
by weaker risk sentiment, falling 0.8% to 0.6873 on Friday
and ending the week 2.3% lower overall. Among other
major currencies, the sterling and the euro both fell 0.7%
against the USD, while the yen declined 0.4%.

e Markets remained cautious about pricing optimism around a

Today’s key data and events

Time Event Exp Prev
12:30 CN PPI Oct 5.3% 5.0%
12:30 CN CPI Oct 0.8% 0.9%
20:30 EZ Sentix Investor Confidence Nov 2pts 2.7pts
- CN M2 Money Supply Oct 7.2% 7.2%
2:00 US Wholesale Inventories Sep Final 0.6% 0.6%
3:00 US US NY Fed 1-Yr Expectations Oct 3.8% 3.9%

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.

potential US-Iran deal heading into the weekend, with Brent
broadly unchanged at US$98.3/bbl and ending the week
16.4% lower overall. WTI gained 0.3% to US$90.8/bbl,
while Dated Brent traded at a discount to the front-month
futures contract at US$96.8/bbl.

Gold fell 0.4%, with further losses limited by safe-haven
demand amid continued equity-market volatility. Copper
declined 0.5% alongside the broader Al sell-off, with
additional pressure as markets perceived a lower risk of US
copper import tariffs following the shift in congressional
control. Aluminium fell 0.1%, while iron ore was unchanged.

International Data

US nonfarm payrolls surprised to the upside in October,
increasing 165k in the month. September’s downside surprise
was also largely revised away, from 29k to 60k; also including
August, the cumulative revision to the prior two months was
a robust 84k. Household employment continued to recover
after an extended period of weakness, the unemployment
rate declining 0.1ppt to 4.1% despite a 0.1ppt increase in
participation to 61.9%. Average hourly earnings growth
remains robust, up 0.4% in the month and 3.1%yr.

University of Michigan consumer sentiment edged up in the
preliminary November report from 48.0 to 51.0 as current
conditions and expectations both improved. 1-year inflation
expectations moderated from 4.7% to 4.3%, while 5-year
expectations edged down from 3.5% to 3.4%.

Euro Area retail sales disappointed materially in September,
activity declining 0.7% in the month. Part of the downside
surprise was offset by a 0.3ppt upward revision to August to
+0.4%, however, leaving annual growth at 0.4%.

Local Data

We published our October Westpac Red Book, providing an in-
depth assessment of the Australian consumer (see here).

In New Zealand, spending on Westpac-issued credit and debit
cards rose 1.2% in October, largely reflecting higher fuel prices
(see 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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