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23 July 2025

MORNING REPORT

Today's economic developments and market movements.

Key themes Data snapshot

FX Last 24 hrs Current Change AUS Interest Rate Swaps Last Change
The ECB left its key policy T™WI 609  0.5% 30 day BBSY 375  -001
rates on hold as expected, AUD/USD 06588 -0.2% 90 day BBSY 374 000
but a “Waitc and see” approach AUD/PY 9695  02% 180 day BBSY 380 003
puts growing expectations AUD/GBP 04878  0.4%  1year swap 340 004
for a September rate cut in AUD/NZD 10930  01% 2 yearswap 334 005
question. AUD/EUR 05608  0.0% 3 year swap 339 004
European rates markets sold- AUD/CNH 47127 -01% 4 year swap 349 005
off accordingly, with 2-year AUD/SGD 08421 -0.1% 5 year swap 360 004
German Bund yields up 9 AUD/HKD 5.1709  -0.2% 6 year swap 3.71 0.04
basis points. AUD/CAD 0.8990 0.1% 7 year swap 3.83 0.04

EUR/USD 1.1748 -0.2% 8 year swap 3.93 0.04
There was a modest sell- USD/PY 147.17  03% 9 year swap 402 004
off at the front end of the USD Index 97.49  0.3% 10 year swap 4.25 0.03
US rates curve as strong
jobless claim data reaffirmed Equities Close Change  Government Bond Yields Close Change
the resilience of the labour S&P/ASX 200 8709 -03%  Australia
market. The long-end S&P 500 6,363  0.1% 3 year bond 348 007
outperformed the move as Japan Nikkei 41826  1.6% 10 year bond 435 006
concerns around the tenure Hang Seng 25667 05%  United States
of Jerome Powell as Fed chair Euro Stoxx 50 5355  0.2%  3-month T Bill 425 0.0
contined to subside. UK FTSE100 9138  08% 2 yearbond 392 004

VIX Index 15.39 0.1% 10 year bond 4.40 0.02

Equities were broadly firmer

overnight with US and SfeiiOlyeyisle)

. Commodities Current Change Germany 2.70 0.06
European bourses eking out
. . . ipa s CRB Index 304.37 0.2% Japan 1.61 0.02
gains alongside a solid lift in
, Gold 336943 -05% UK 462  -001
the UK’s FTSE 100. ?
Copper 9635 -0.1%
The US dollar was firmer Oil (WTI futures) 66.03 -1.4%  Sydney Futures Exchange Current Change
halting a 4-day sell off, Coal (coking) 19600  1.6% 10 yrbond 438 000
supported by the lift in short Coal (thermal) 11675  1.3%  3yrbond 348 001
rates. The Aussie dollar Iron Ore 10335  0.6% 3 mth bill rate 3.57 0.00
briefly jumped to 0.6625 ACCU 3413  -41%  SPI 200 8,637 -0.4%
befo re pu[“ng baCk be[ow the Data as at 8:05am AEST. Change is from the previous trading day (excluding the SFE, which is the change during the night

session). Source: Bloomberg.

0.66 handle.

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:

e Donald Trump pressed Jerome Powell on cutting interest
rates during a tour of renovations at the Fed’s HQ. Trump
said it was “not neccesary” to fire Powell and that there was
“no pressure” for him to resign but reiterated that “interest
rates must come down”. The news shakes some of the recent
fears that the Fed Chair would be imminently replaced,
though concerns around the malleability of Trump’s May-26
appointee remain.

e Equities were broadly firmer overnight with US and European
bourses eking out gains alongside a solid lift in the UK'’s
FTSE 100. US equities continue to explore record highs
which European benchmarks are not far from their own all-
time highs. The ASX 200 pulled back 0.3% yesterday and
futures continue to sell off overnight.

e Aussie bonds sold off yesterday following a speech
from RBA Governor Michele Bullock which ultimately
didn’t provide much by way of new information but was
interpretted as modestly ‘hawkish’. Expectations for a rate
cut in August were trimmed slightly but remain at around a
98% implied probability. Two-more rate cuts remain priced in
by the end of the year. Futures were little changed overnight
despite higher yields offshore.

e Rates markets sold off in the US and Europe on pull-back
in rate cuts expectations. The catalyst in Europe came from
the ECB'’s policy meeting which saw rates remain on hold
as expected, but the guidance pointed to a more patient
approach going forward. A strong initial jobless claims
reading did the heavy lifting the US. 2-year yields jumped
4 and 9 basis points in the US and Germany, respectively.
Curves were broadly flatter as easing concerns around
the tenure of Jerome Powell saw the long-end modestly
outperform.

e The US dollar was firmer against every G10 currency, halting
a 4-day slide. The rise in the US yield structure was the likely
culprit for the move as the trade complex remains in flux. The
AUD outperformed the broader sell-off versus the greenback
but finished below the 66¢ handle after a promising jump
to 0.6625 proved short-lived. The Euro also outperformed,
supported by its own jump in short rates.

e Gold pulled back on easing concerns around Jerome Powell's
tenure and a lack of headlines on trade negotiations, but
remains elevated. US crude futures lurched lower on news
that the Trump Administration has greenlighted Chevron to
resume pumping oil in Venezuela. The decision could add
more than 200k barrels per day to US refiners’ supply. Some
of the froth came off the top of iron ore futures which pulled
back but remain elevated at US$103.35.

Today’s key data and events

For Data/Event Exp Prev
9:0lam UK Gfk Consumer Sentiment Jul -20pts -18pts
9:30am  JP Tokyo CPI y/y Jul 3.0% 3.1%
4:00pm UK Retail Sales Jun 1.2% -2.7%
6:00pm EZ M3 Money Supply y/y Jun 3.7% 3.9%

10:30pm US Durable Goods Orders Jun Prel. -10.7% 16.4%

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.

International Data:

The ECB left its key lending rates on hold overnight, as

widely expected. However, President Lagarde dashed firming
expectations for a cut at the September meeting, noting the
Governing Council is in “wait and see” mode as they await more
certainty on where tariffs ultimately land. The ECB’s read on
the domestic economy suggested there may not be much more
monetary support required in the near-term if tariff impacts
prove to be benign with Lararde noting “the economy has so far
proven resilient overall in a challenged global environment”.

US initial jobless claims dropped to 217k in the week ending
19 July, the lowest elvel since April. Historically low levels of
jobless claims continue to suggest decelerating employment
growth is resulting from softer job creation rather than labour
shedding and supports the assessment that the labour market
remains in very solid shape.

S&P preliminary purchasing managers’ indices (PMI) were
released overnight for July. The composite index was firmer
in the US on the back of a large jump in services activity - to
the highest level of 2025. However, this was partially offset
by a slump in manufacturing activity which recturned to
contractionary territory. The opposite was the case across
the Atlantic. The UK manufacturing PMI edged higher but
remainded in modest contraction, while services activity
pulled back but held in expansionary territory. In the Eurozone,
the composite measure edged higher on marginaly gains in
both services and manufacturing activity, the latter approach
‘neutral’ conditions for the first time since mid-2022.

Local Data:

RBA Governor Michele Bullock delivered a speech yesterday,
discussing how the Board'’s price stability and full employment
objectives are complimentary in the long-run. The address
provided a little more colour on the RBA’s assessment of the
supply side of the economy, though this remains marred by
uncertainty underpinning their cautious and gradual approach.
Despite providing little new information on the near-term path
of policy, the commentary was interpretted as mildly ‘hawkish’
by markets which ever so slightly trimmed expectations for a
rate cutin August.

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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improvements for you. We may at times use technology to capture data
about you to help us to better understand you and your needs, including
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Disclaimer

This information has been prepared by Westpac and is intended

for information purposes only. It is not intended to reflect any
recommendation or financial advice and investment decisions should
not be based on it. This information does not constitute an offer, a
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accuracy or completeness of any such material. Although we have
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of Westpac or its related entities warrants the accuracy, adequacy
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looking statements. The words “believe”, “anticipate”, “expect”,
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“will”, “should”, “shall”, “risk” and other similar expressions that are
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the assumptions on which any forecasts are based are reasonable, the
forecasts may be affected by incorrect assumptions or by known or
unknown risks and uncertainties. The ultimate outcomes may differ
substantially from any forecasts.

Conflicts of Interest: In the normal course of offering banking products
and services to its clients, the Westpac Group may act in several
capacities (including issuer, market maker, underwriter, distributor,
swap counterparty and calculation agent) simultaneously with respect

to a financial instrument, giving rise to potential conflicts of interest
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Westpac Group may at any time transact or hold a position (including
hedging and trading positions) for its own account or the account of a
client in any financial instrument which may impact the performance of
that financial instrument.
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applicable) and is based on sources reasonably believed to be reliable
and accurate; (c) to the best of the author’s knowledge, they are not in
receipt of inside information and this material does not contain inside
information; and (d) no other part of the Westpac Group has made any
attempt to influence this material.
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content: This material may contain statements relating to
environmental, social and governance (ESG) topics. These are subject
to known and unknown risks, and there are significant uncertainties,
limitations, risks and assumptions in the metrics, modelling, data,
scenarios, reporting and analysis on which the statements rely. In
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are variations in approaches and common standards and practice, as
well as uncertainty around future related policy and legislation. Some
material may include information derived from publicly available
sources that have not been independently verified. No representation
or warranty is made as to the accuracy, completeness or reliability

of the information. There is a risk that the analysis, estimates,
judgements, assumptions, views, models, scenarios or projections
used may turn out to be incorrect. These risks may cause actual
outcomes to differ materially from those expressed or implied. The
ESG-related statements in this material do not constitute advice,

nor are they guarantees or predictions of future performance, and
Westpac gives no representation, warranty or assurance (including
as to the quality, accuracy or completeness of the statements). You
should seek your own independent advice.
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(No. 233714). You can access Westpac's Financial Services Guide
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the extent that this information contains any general advice, it has
been prepared without taking into account your objectives, financial
situation or needs and before acting on it you should consider the
appropriateness of the advice.
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body to the Minister and the Australian Bureau of Statistics on
statistical services. Luci does not have access to sensitive data/
reports in her capacity as a member of ASAC.

New Zealand: In New Zealand, Westpac Institutional Bank refers to
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number 1763882), the New Zealand incorporated subsidiary of
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Singapore: This material has been prepared and issued for
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investors and expert investors (as defined in the applicable Singapore
laws and regulations) only. Recipients of this material in Singapore
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for in certain legal agreements between Westpac and WCM and
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market colour. The communication does not constitute investment
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United Kingdom) (“MAR?”). In accordance with the relevant provisions
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Investment recommendations must be read alongside the specific
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