Weekly Economic Report

Wk
RTSﬂ' | tCOrp 15 August 2022

GOVERNMENT
Financial markets charts
The week that was AUDUSD ,
. . . 078 | The A$ climbed back
e After a run of large monthly inflation prints, US above US 71 cents
numbers were flat in July and this was much weaker
than expected. In combination with the strong July 0.75 ¢
employment data, investors can now see the
possibility of a ‘Goldilocks’ scenario where falling 0.72
inflation undermines the need for aggressive rate
hikes and US growth remains buoyant. 069 F
e This more optimistic mood was most evident in the
US equity market, where the S&P500 rose by 3.3% 0.66 ' : : :
last week. Other stock markets also rose, but less Aug-21  Nov-21  Feb-22 May-22  Aug-22
spectacularly. European shares rose by 1.2% and 10-year Australian Yield (%)

Australian stocks gained 0.2%.
4.00 F Australian 10-year bond yields

e Global bond yields rose modestly last week, with rose shaprly

German 10-year yields rising by 3bps, and US 30- 3.50
year yields up by 4bps. US 10-year yields were flat.
Australian bond yields rose more sharply, reflecting 3.00
a catch up from the previous week when the strong
US job data was released. Australian 10-year yields 2.50
rose 34bps.

2.00

e Consistent with the return of a “risk-on” tone to

financial markets, the Australian dollar also rose 1.50
strongly, up 3%. Commodity prices were also
generally higher. 1.00 . . L L

Aug-21  Nov-21  Feb-22 May-22  Aug-22
Economic calendar

ASX200 (Index)

Monday CH: Retail sales, Industrial production
15/08 US: NY Empire State survey 7,500
Tuesday AU: RBA meeting minutes
16/08 US: Housing starts, July
Wednesday  AU: Wage price index, Q2 7,100
17/08 NZ: RBNZ policy decision
Thursday AU: Labour force survey, July
18/08 EU: Consumer inflation, July 6,700 I The ASX200 edged higher
Friday 19/08 JP: Consumer inflation, July
6,300 : : : :
The week ahead Aug-21  Nov-21 Feb-22 May-22 Aug-22
e In Australia, our key data release will be the June 5.00 TCorp Yield Curve (%)
quarter wage price index. The market is expecting a
moderate 0.8% gain in wages in Q2. That said, the 4.00 +
Reserve Bank of Australia (RBA) seems more
worried about what firms are saying about wage 3.00

pressures rather than the actual data, so even if the
figures are weak, it may not affect market
expectations for RBA policy. 2.00

TCorp's yield curve
steepened

e Globally, it is a quieter week for economic data. In
Europe July inflation data will be closely watched to
see if the deceleration evident in US inflation is

— 12 Aug 22
——5 Aug 22
e 3] Dec 21

1.00

replicated there. 0.00 —_
T3 AJI8IIIBSSIS
e The Reserve Bank of New Zealand will also meet T OO L4 4 L b b 0
. Lo . OOOQ-D(UCG(UQG)(UG)“S“S
and is expected to again hike rates aggressively. o< gszss=2<uLzuw==
—

But following a rise in unemployment and slumping
house prices, there may be some sign that future
rate hikes may be less aggressive.

e Inthe US, housing data will be the highlight.

Weekly Economic Report Unclassified / 1



Financial markets data: Week ending 12 August 2022

Interest Rates

RBA Cash Rate

90-day BBSW

3-year Australian Bond Yield
10-year Australian Bond Yield
20-year Australian Bond Yield

10-year Australian Break-Even Inflation

10-year Australian Real Yield

Fed Funds Rate (lower bound)
2-year US Treasury Yield
10-year US Treasury Yield
30-year US Treasury Yield
10-year German Bund Yield

NSW TCorp Bonds
4.00% 20 April 2023
1.00% 8 February 2024
5.00% 20 August 2024
1.25% 20 March 2025
4.00% 20 May 2026
3.00% 20 May 2027
3.00% 20 March 2028
3.00% 20 April 2029
3.00% 20 February 2030
2.00% 20 March 2031
1.50% 20 February 2032
2.00% 8 March 2033
3.50% 20 March 2034

2.75% 20 November 2025 CIB
2.50% 20 November 2035 CIB

10-year NSW TCorp Bond Yield
10-year TCV (Victoria) Spread
10-year QTC (Queensland) Spread

Equities

S&P/ASX200 (Australia)
S&P500 (US)

FTSE 100 (UK)

DJ Stoxx600 (Europe)
Nikkei 225 (Japan)
Shanghai Composite (China)

Currencies
AUD/USD
EUR/USD
USD/JPY
GBP/USD
US$ Index

Commodities
Brent Qil (US$/bbl)
Iron Ore (US$/t)
Coking Coal (US$/t)
Gold (US$/0z)
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Level 7, Deutsche Bank Place
126 Phillip Street
Sydney NSW 2000, Australia

T +61 293259325
W www.tcorp.nsw.gov.au

ABN 99 095 235 825

Disclaimer

The opinions, forecasts and data contained in this report is based on the research of TCorp as at the date of
publication and is subject to change without notice. TCorp is not responsible for the accuracy, adequacy,
currency or completeness of any information in the report provided by third parties. This report is provided for
general information purposes only and should not be relied upon for investment or trading purposes. This
report is not intended to forecast or predict future events.

Unauthorised copying and distribution of this material is prohibited.

© New South Wales Treasury Corporation 2022. All rights reserved.

About New South Wales Treasury Corporation (TCorp)

TCorp provides best-in-class investment management, financial management, solutions and advice to the
New South Wales (NSW) public sector. With A$101 billion of assets under management, TCorp is a top 10
Australian investment manager and is the central borrowing authority of the state of NSW, with a balance
sheet of A$124 billion. It is rated Aaa (Stable) by Moody’s, AAA (Stable) by Fitch, and AA+ (Stable) by S&P.


http://www.tcorp.nsw.gov.au/

