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US stocks were mixed last night and US Treasury yields declined, despite the rise in US inflation. The Dow Jones 
closed 0.2% lower, but the S&P 500 edged up 0.1% and the Nasdaq added 0.4%. Utilities and consumer 
discretionary shares saw the biggest increases, while the real estate, energy, industrials, materials, and financial 
sectors registered declines. 

The US CPI rose 0.6% in August (exp. 0.6%), in line with market expectations and the most since June 2022, to be 
up 3.7% YoY. The increase was led by energy amid a 10.6% surge in petrol prices. The core CPI excluding food 
and energy rose 0.3% to be 4.3% higher over the year, while the CPI for services excluding housing, which is closely 
tracked by the Fed, increased by 0.4% in the month and 4.1% YoY.  

Since the rise in US inflation was expected by the markets, it had limited impact on fed funds rate expectations. Fed 
funds futures pricing continues to imply a pause at the FOMC meeting next week and around a 35% probability of a 
25bps hike at the meeting in November. However, the US dollar is a little stronger than yesterday morning. 

Across the Atlantic, UK GDP fell by 0.5% in July, more than double the 0.2% pencilled in by the market consensus. 
The decline was broad-based and reversed the surprise bounce registered in the previous month. Part of the 
stronger-than-expected fall could have resulted from the adverse weather conditions. This notwithstanding, UK gilt 
yields fell quite considerably yesterday, as the probability of another bank rate hike at the Bank of England meeting 
next week declined somewhat but remained above 50%. 

In commodity markets, Brent futures saw a further slight increase, while iron ore futures rose by another 0.5% 
yesterday. 

In the local markets, the ASX 200 dropped by 0.7%, with utilities and energy the only sectors to register gains. The 
strongest declines were in IT, real estate, industrials and materials. The Aussie stock market opened 0.1% higher 
this morning. Commonwealth bond yields fell across the yield curve, with stronger declines for longer maturities. The 
Australian dollar appreciated against all the major currencies. 

ECONOMIC DATA REVIEW 

• UK: Monthly GDP (MoM, Jul) – Actual -0.5%, Expected -0.2%, Previous 0.5%. 

• US: CPI (MoM, Aug) – Actual 0.6%, Expected 0.6%, Previous 0.2%. 
ECONOMIC DATA PREVIEW 

• AU: Employment (monthly change, Aug) – Expected 25.0k, Previous -14.6k. 

• AU: Unemployment Rate (Aug) – Expected 3.6%, Previous 3.7%. 

• EZ: ECB Decision (Deposit Rate) – Expected 3.75%, Previous 3.75%. 

• US: Retail Sales (MoM, Aug) – Expected 0.2%, Previous 0.7%. 

• US: PPI (MoM, Aug) – Expected 0.4%, Previous 0.2%. 
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*Mogas95 is the Singapore benchmark petrol price closely linked to Australian domestic fuel prices.

**Iron ore is the second SGX futures contract.
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