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US equities were mixed and Treasury yields are higher ahead of the FOMC interest rate decision tonight. Although a 
rate cut is widely expected, there is some concern the forward guidance could be a little too hawkish.   

In Australia, Commonwealth bond yields rose, with a stronger increase at the front end of the curve following yesterday’s 
RBA communication, which firmly indicated that the next move in the cash rate is likely to be an increase. The Australian 
dollar appreciated against all the major currencies, and hit a near 12-week high of US$0.6654 before edging down 
slightly. The ASX 200 lost 0.4% yesterday, with declines in all sectors led by information technology. 

The RBA Monetary Policy Board left the cash rate target unchanged at 3.60% yesterday, but signalled possible rate 
hikes ahead. The post-meeting statement said that risks to inflation have tilted to the upside, while labour market 
conditions remain a little tight.  

At the press conference, RBA Governor Michele Bullock was clear that the interest rate cutting cycle has likely come to 
an end, and said that the future rate hikes were discussed ‘quite extensively’ at the meeting. She also said the Board is 
waiting for the full Q4 inflation data and updated projections in February. This implies that the February meeting could 
be ‘live’.  

A 3 February increase – the first Monetary Policy Board meeting of 2026 – does seem a little early and may hinge on 
Q4 trimmed mean inflation (released with the monthly December CPI in late January) and the two labour market reports 
due before then. However, the futures market is currently pricing in a 34% chance of a hike in February and 52bps of 
increases by the end of the year.  

The NAB business survey for November, saw the business conditions index fall 3pts to 7pts, to remain slightly above 
its long-term average, while the confidence index fell 5pts to just 1pt. The decline in business conditions in November 
was driven by trading and profitability, while employment conditions improved but remained moderate. Capacity 
utilisation climbed to an 18-month high of 83.6%, highlighting the capacity constraints concerning the RBA. The inflation 
indicators remain relatively benign. Growth in business purchase costs picked up from a near five-year low, while labour 
cost growth slowed and final product price inflation held steady. 

In the US, the JOLTS report released overnight was for September and October due to the government shutdown. Job 
openings picked up to a five-month high, however, private sector hiring remained around the lowest levels since 2014, 
outside of the pandemic shutdowns in early 2020. The so-called quits rate, also fell to its lowest level since 2014 (outside 
of early 2020), suggesting workers are nervous about the prospect of finding another job if they leave their current one.  

Economic Data Review  
● AU: NAB Business Conditions (Nov) – Actual 7, Previous 10 (revised). 
● AU: NAB Business Confidence (Nov) – Actual 1, Previous 6. 
● US: JOLTS Job Openings (Oct) – Actual 7,658k, Expected 7,117k. 

Economic Data Preview  
● CH: CPI (YoY, Nov) – Expected 0.7%, Previous 0.2%. 
● CH: PPI (YoY, Nov) – Expected -2.0%, Previous -2.1%. 
● US: FOMC (IoER) – Expected 3.65%, Previous 3.90%. 
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*Mogas95 is the Singapore benchmark petrol price closely linked to Australian domestic fuel prices.
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