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All three major US stock indices closed at record highs last night, with the S&P 500 closing just short of 5,000 points. 
The increases were led by information technology and consumer discretionary shares, though all sectors except for 
real estate and consumer staples gained overnight. Investors shrugged off concerns about the commercial real 
estate sector and cautious comments from some Fed officials. 

US 10-year Treasury yields were little changed despite a successful record US$42b auction, which followed a large 
auction of 3-year notes on Thursday. 

In her debut public appearance as a Fed Governor, Adriana Kugler presented an optimistic disinflation scenario, 
helped by moderating wages growth, evidence of less frequent price hikes by US companies and stable inflation 
expectations. However, her speech indicated no urgency for interest rate cuts, saying only that they may come at 
‘some point’ and cautioning that the rates may be also held steady for longer if disinflation stalls. 

At the same time, Boston Fed President Susan Collins and her Minneapolis colleague Neel Kashkari both indicated 
they need more evidence of disinflation before considering rate cuts. Meanwhile, a 25bps fed funds rate cut remains 
around 80% priced in for May. 

The Australian dollar depreciated against all the major currencies except for the weaker Japanese yen. The 
AUD/USD remains above US$0.65. Commonwealth bond yields opened higher but have since given up some of 
those gains. The ASX 200 rose by 0.5% yesterday, with the strongest gains in utilities, real estate, and materials, 
including lithium companies. The Australian stock market opened higher this morning. 

In commodity markets, oil prices picked up by 0.5-1.0%, as a decline in US petrol inventories last week suggested 
a rise in demand. Iron ore futures rose by 1.0% yesterday. 

Data-wise, US trade deficit was little changed at US$62.2b in December, with a 1.5% rise in exports and a 0.8% 
decline in imports, with the latter driven by capital goods and the automotive sector. 

In Australia, living cost indices, which unlike the CPI includes mortgage interest charges, climbed further across all 
household groups in Q4 2023, albeit at a slower pace than in previous quarters. Employees continued to see the 
strongest increase in the living costs, of 1.1% QoQ and 6.9% YoY, mainly thanks to a rise in mortgage interest 
charges, which make up a higher proportion of expenditure compared to other groups. 

ECONOMIC DATA REVIEW 

• US: Trade Balance (Dec) – Actual -US$62.2b, Expected -US$62.0b, Previous -US$63.2b. 
ECONOMIC DATA PREVIEW 

• CH: CPI (YoY, Jan) – Expected -0.5%, Previous -0.3%. 

• CH: PPI (YoY, Jan) – Expected -2.6%, Previous -2.7%. 

• US: Initial Jobless Claims (w/e 3 Feb) – Expected 220k, Previous 224k. 
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**Iron ore is the second SGX futures contract.
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*Mogas95 is the Singapore benchmark petrol price closely linked to Australian domestic fuel prices.


