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Doctor! Doctor!

Good morning

USD indices closed in negative territory on Friday, but
managed to recover a bit of ground in the overnight
session, thanks to a rise in UST yields and a softer CAD
after a mixed employment report. US equities had a
mixed Friday, but ended lower on the week and
commodities were mostly softer with oil and Doctor
copper the big losers( hence Thompson Twins inspiration
for today’s title). Iron ore was also down and while the
initial focus this week is likely to be on the impact from
Hurricane Irma, for the AUD the softness in commodities
is a theme to watch.

On Friday the AUD traded to an intraday high of 0.8125
and closed the week at 0.8060, its highest daily close
since mid-May 2015. Meanwhile NZD, closed Friday at
0.7265, up 1.5% on the week, after trading to an intraday
high of 0.7337.Despite some risk aversion over North
Korea (thankfully there was no missile over the
weekend), the strength in both the AUD and NZD can be
largely attributed to USD weakness. Hurricane Irma is
currently working its way through Florida and so
damages from hurricanes have been added to the list of
concerns currently weighing on the USD. The economic
impact from hurricanes places further question marks on
the Fed’s likelihood of hiking again this year, amid
uncertainty over Fed personnel and a debt ceiling
showdown postponed till December.

Speaking to CNBC on Friday, NY Fed President Dudley
said that he didn't think the near-term economic damage
from Hurricane Harvey and Irma would have much effect
on Fed policy, noting that in the long run, economies
tend to snap back from such major events. He still
believes the central bank will begin unwinding its $4.5
trillion balance sheet "relatively soon", but he also
acknowledged that the timing of the next rate hike
remains unclear. Pressed on the hurricane subject, given
Irma’s potential to be the most damaging hurricane in US
history, Dudley then acknowledged that back-to-back
hurricanes in Q3 could temporarily influence the timing
of the next interest-rate increase, although above-trend
growth does warrant continued gradual rate hikes.

On Friday the USD came under pressure initially by a gap
lower in USD/CNH just after midday our time. AUD and
NZD recorded their intraday highs in the afternoon and
then USD/JPY added further misery to the USD dropping
to a low of ¥107.32 before midnight.

In the end the USD pared losses helped by the move
higher in UST yields and CAD underperformance, which
showed a decline in the unemployment rate, but the
market focused on the soft mix between a rise in part
time jobs and decline in full time jobs. Softer oil prices
also weighed on the CAD (see more below)

So in index terms the USD closed Friday down between
0.2% and 0.34% with both DXY (91.35) and BBDXY
(1135.9) ending the week below key support levels.
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Against G10, the USD was weaker against most
currencies with CAD (0.36%), SEK (0.12%) and NOK
(0.08%) the exceptions. The CAD underperformance on
Friday, is really only a small correction after what has
been a pretty decent run of late, USD/CAD closed last
week at 1.2159 and back in mid-June it was trading at
around 1.35.

GBP was the top performer on Friday completing its third
week of weekly gains against the USD. The pair closed at
1.32 and remains on an upward trend. From a technical
perspective, a move above 1.3232 on Monday would
suggest the pound could make further gains in the new
week, but the broad picture remains bleak, Brexit
negotiations are going nowhere in a hurry and the
domestic data is still not showing material benefits from
a weaker currency. We still think GBP will end the year
below 1.30.

The euro ended the week above the 1.2036, following an
intraday high of 1.2092. Meanwhile USD/ JPY closed the
week at ¥107.84, well below its key support level
(¥108.13.). That said this morning USD/JPY has opened at
¥108.25.

Looking at equities, US indices ended up lower on the
week after two positive weeks, technology and energy
sectors weighed on indices on Friday and although
financials had a positive Friday, it was only a small
consolation after the declines in the previous days. The
DJ closed Friday +0.1%, the S&P 500 slipped 3.67 points,
or 0.1%, to 2461.43 and the NASDAQ fell 0.6%, to
6360.19. The Stoxx Europe 600 rose 0.1% Friday, but
finished the week down 0.2%.

After trading to a low of 2.017% earlier on Friday, 10y
UST yields ended the week little changed at 2.058%, up
1.2bps on the day. The 2y yield was unchanged on Friday
at 1.264% and as a result the 2y/10y curve steepened a
little bit. 20y Bunds closed half a bps higher at 0.312%
and 10y UK Gilts rose 1.8bps and ending the week at
0.99%.

A Reuters report apparently had an influence on the rise
in core global yields. The report noted that ECB
policymakers were in broad agreement that their next
step will be to reduce their QE programme options
discussed included buying €40bn or €20bn of assets per
month (down from the current €60bn) and extension
options included 6 or 9 months.

In commodities, oil prices fell sharply on Friday (WTI -
3.28%, Brent -1.3%) amid concerns over the impact from
hurricane Irma. Copper was also a big loser, down 3.1%,
its largest decline in four weeks, after data showed
Chinese copper imports were flat in August from the
previous month. Iron ore lost 1.7% on Friday and ended
the week down 5.77%. Gold was essentially unchanged
on Friday, but up 1.56% on the week.

The PBoC announced on Friday the effective removal of
reserve requirement for financial institutions trading in
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fx forwards for clients by cutting it to 0% from 20%
currently. The change becomes operational as of today
and it will make it cheaper for companies and investors
to buy dollars while selling the yuan. The PBoC also
announced the removal of reserve requirement on
foreign banks' yuan deposits.

Corelogic’s Weekend Market Summary shows the
combined capital city preliminary clearance rate
increased to 70.2% this week, after last week’s revised
final clearance rate fell to 66.4%, the lowest clearance
rate since June 2016. Recently preliminary figures have
had a tendency to be revised lower, so it’s probably too
early to suggest an improvement in clearance rates.
Auction volumes rose to 2,225 from 2074 last week.

Coming up

The USD technically looks vulnerable to the downside
and the focus at the start of the week will be on the
assessment from the likely terrible human and economic
impact from Irma. But with so much bad news already in
the price, maybe attention will quickly shift towards the
rebuilding efforts. August US inflation is also out later in
the week and expectations are for a rise in both the
headline and core readings.

For the AUD and to lesser extent NZD, how metal and
bulk commodities perform this week will also be
important. China activity data and AU labour force report
both out on Thursday will be important too.

Otherwise it is a quiet start to the week with no major
data releases in the calendar today. That said the UK
Commons votes on Brexit bill will be important for the
pound.

See our What to Watch publication for more details.

Overnight

On global stock markets, the S&P 500 was -0.15%. Bond
markets saw US 10-years +1.20bp to 2.05%. In
commodities, Brent crude oil -1.30% to $53.78,
gold+0.1% to $1,347, iron ore -1.7% to $74.36, steam coal
+0.8% to $98.45, met. coal +0.0% to $200.00. AUD is at
0.8057 and the range since Friday 5pm Sydney time is
0.8043 to 0.8125.
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AUD/USD - past week US 10yr - past week

0.811 -

0.809 - 2157
0.807 - 2.13 4
0.805 - 211 4
0.803 - 2.09 -
0.801 -

0.799 A 2.07 -
0.797 - 2.05 -
0.795 1 2.03
0.793 T T T T T T T T T

04-Sep 05-Sep 05-Sep 06-Sep 07-Sep 08-Sep 08-Sep 2.01 T
04-Sep 06-Sep 06-Sep 07-Sep 08-Sep 09-Sep
Source: Bloomberg.

S&P Future - past week WTI - past week

Source: Bloomberg.

2,472 A
13

2,467 - 49.13
2,462 - 48.63 -
2,457 -

48.13
2,452 -

47.63 -
2,447 A
2,442 T T T 1 47.13 T T T T T T T

05-Sep 06-Sep 07-Sep 09-Sep 04-Sep 05-Sep 05-Sep 06-Sep 07-Sep 08Sep 08-Sep

Source: Bloomberg. Source: Bloomberg.

Indicative 24hr

ranges (**) Other FX Major Indices Last % day
Last % chge Low High Last % chge Last % day %yly Oil (Brent) 53.78 -1.3
AUD 0.8057 0.1 0.8043 0.8125 HKD 7.8130 0.0 Dow 21,798 0.06 20.5 Oil (WTI) 47.48 -3.3
NzD 0.7263 0.4 0.7228 0.7338 CNY 6.4944 0.1 S&P 500 2,461 -0.15 15.7 Oil (Tapis) 54.92 0.1
EUR 1.2021 0.0 1.2012  1.2092 SGD 1.3412 0.1 Nasdaq 6,360 -0.59  24.1 Gold 1347.30 0.1
GBP 1.3188 0.7 1.3094 1.3224 IDR 13,185  -0.9 VIX 12.12 4.94  -30.7 CRB 181.17 -0.9
PY 108.16 -0.3 107.32  108.49 THB 33.12 0.1 FTSE 7,378 -0.3 8.9 GS Metals 361.9 -2.3
CAD 1.2159 0.4 1.2062  1.2165 KRW 1,127 -0.2 DAX 12,304 0.1 16.4 Aluminium  2076.5 -0.6
AUD/EUR  0.6703 0.1 0.6689  0.6727 TWD 30.00 0.0 CAC 40 5,113 0.0 13.9 Copper 6660.3 3.1
AUD/JPY 87.14  -0.2 86.67 87.73 PHP 50.82 -0.1 Nikkei 19,275 -0.6 13.6 Nickel 11532.0 -4.7
AUD/GBP  0.6109 -0.5 0.6098 0.6185 CHF 0.95 -0.4 Shanghai 3,365 0.0 9.3 Zinc 3030.3 -3.1
AUD/NZD  1.1094 -0.3 1.1058  1.1131 SEK 7-94 0.3 Hang Seng 27,668 0.5 14.8 Ch. steel 3854.0 -3.2
AUD/CNH 5.2378 0.5 5.2044  5.2562 ASX 200 5,673 -0.3 6.2 Iron ore 74.4 -1.7
St. Coal 98.5 0.8
Metcoal 2000 00
Indicative Swap Rates Benchmark 10 Year Bonds Wheat Chic. 437.8 0.1
Cash  3mth 2Yr 10Yr Last  chge Sprd Last  Chge* Sugar 14.1 0.4
usD 125  1.31 1.50 2.01 UsD10 2.05 1.20 Australia Cotton 75.6 0.7
AUD 1.50 1.74 1.95 2.76 AUD 10 2.58 -6.00 0.53 3 mth bill  98.21 1.00 Coffee 130.7 1.2
NzD 1.75 1.95 2.14 3.04 NzD 10 2.77 -3.40 0.72 3 Yr bond 97.8 0.00
EUR 0.00 -0.33 -0.20 0.77 CAD10 1.98 4.50 -0.07 10 Yr bond 97.43 6.70 Prob. of 25bps hike/cut at next meeting
GBP 0.25  0.29 0.55 1.09 EUR10 0.31 0.50 -1.74 3/10 sprd 037 -6.70 bps %
JPY -0.06  -0.03 0.01 0.20 GBP10 0.99 1.80 -1.06 SPI 5667.0  10.0 RBA -0.2 -1.0%
CAD 1.00  1.46 1.89 2.26 JPY10 0.00 -0.60 -2.05 “Change in bps FED -1 -3.6%

Please note the high/low FX rates are only an indication. Please refer to your National Dealer for confirmation.

* All near futures contracts, except CRB. GS Metals is Goldman Sachs industrial metals index. Metals prices are CME. Emissions: ICE Dec contracts, Euros
** These are indicative ranges over the past 24 hours; please confirm rates with your NAB dealer

Last is around 6:30am Sydney

Source: Bloomberg
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Country Economic Indicator

NZ REINZ House Sales YoY

Nz Card Spending Retail MoM/YoY

IN Machine Orders MoM/YoY

IN Tertiary Industry Index MoM

IN Machine Tool Orders YoY

CA Housing Starts

CA Bloomberg Nanos Confidence

Nz ANZ Truckometer Heavy MoM

AU ANZ Roy Morgan Weekly Consumer Confidence Index
IN PPl MoM

AU NAB Business Conditions/Confidence

UK CPI MoM/YoY

UK CPI Core YoY

UK PPI Input NSA MoM/YoY

UK PPI Output Core NSA MoM/YoY

UK House Price Index YoY

us NFIB Small Business Optimism

us JOLTS Job Openings

NZ Food Prices MoM

IN PPI YoY

AU Westpac Consumer Conf Index/MoM

GE CPI EU Harmonized MoM/YoY

UK Claimant Count Rate/Jobless claims change
UK Jobless Claims Change

UK Average Weekly Earnings/ex bonus 3M/YoY
UK ILO Unemployment Rate/Employment change 3Mths
EC Industrial Production SA MoM/YoY

EC Employment QoQ/YoY

CA Teranet/National Bank HPI MoM/YoY

us PPI Final Demand MoM/YoY

us Monthly Budget Statement

UK RICS House Price Balance

Nz ANZ Consumer Confidence Index/MoM

AU Consumer Inflation Expectation

AU Employment Change/Unemployment rate
AU Participation Rate

CH Industrial Production YoY/YTD YoY

CH Retail Sales YoY/YTD YoY

CH Fixed Assets Ex Rural YTD YoY

IN Industrial Production MoM/YoY

UK Retail Sales Ex Auto Fuel MoM/YoY

UK Bank of England Bank Rate

UK BOE Asset Purchase/Corporate Bond Target
CA New Housing Price Index MoM/YoY

us Initial Jobless Claims

us CPI MoM/YoY

us CPI Ex Food and Energy MoM/YoY

us Real Avg Weekly/Hourly Earnings YoY

us Bloomberg Consumer Comfort

EC Bundesbank's Weidmann speaks in Frankfurt
NZ BusinessNZ Manufacturing PMI

Nz Non Resident Bond Holdings

EC ECB's Nouy Speech in Finland

EC Trade Balance SA

EC Labour Costs YoY

us Empire Manufacturing

us Retail Sales Advance/Ex Autos MoM

CA Existing Home Sales MoM

us Industrial/Manufacturing Production MoM
us U. of Mich. Sentiment/5-10Y Inflation expectations
us Business Inventories

us Baker Hughes U.S. Rig Count/Qil Rig Count
UK BOE

US Federal Reserve

Japan, Bol

New Zealand, RBNZ
Australia, RBA
Europe ECB
Canada, BoC

Period

Aug
Aug
Jul

Jul
Aug P
Aug
Sep 8

Aug
Sep 10
Aug
Aug
Aug
Aug
Aug
Aug
Jul
Aug
Jul

Aug
Aug
Sep
Aug F
Aug
Aug
Jul
Jul
Jul
2Q
Aug
Aug
Aug

Aug
Sep
Sep
Aug
Aug
Aug
Aug
Aug
Jul F
Aug
Sep 14
Sep
Jul
Sep 9
Aug
Aug
Aug
Sep 10

Aug
Aug

Jul
2Q
Sep
Aug
Aug
Aug
Sep P
Jul
Sep 8

14-Sep
21-Sep
21-Sep
28-Sep
3-Oct

26-Oct
26-Oct

GMT: Greenwich Mean Time; AEST: Australian Eastern Standard Time

Forecast

0.8

21/5.6
65.1

1.00-1.25%
-0.1%
1.75%
1.50%
-0.4%

Consensus

0.5/
4.2
0.1

4.4/
0.2

0.3/2.5
-124

19/5.6
65.1
6.6/6.8
10.5/10.4
8.2/

/
0.25
435/10

0.3/1.8
0.2/1.6

19
0.1/0.5

0.1/0.5

96.5/
0.2

1.00-1.25%
-0.1%
1.75%
1.50%
-0.4%

Actual

Previous

-24.5
-0.5/-0.7
1.9
0.0
28.0
222.3
58.9

-5.5
114.1
0.3
15/12
-0.1/2.6
2.4
0.0/6.5
0.1/2.4
4.9
105.2
6163.0

-0.2
2.6
95.5/-1.2
0.2
2.3/-4.2
42
2.1/2.1
4.4/125.0
-0.6
0.4/1.5
2.0/14.2
-0.1/1.9
-42.9

1.0
126.2
4.2
27.9/5.6
65.1
6.4/6.8
10.4/10.4
8.3/3.3
-0.8
0.5/1.5
0.25
435.0/10.0
0.2
298.0
0.1/1.7
0.1/1.7
1.1
52.6

55.4
61.7

22.3
1.5
25.2
0.6/0.5
2.1
0.2/-0.1
96.8/2.5
0.5
943/759

0.25%
1.00-1.25%
-0.1%
1.75%
1.50%
-0.4%
1.00%

GMT

23.45
0.50
5.30
7.00
13.15
15.00

23.00
0.30
0.50
2.30
9.30
9.30
9.30
9.30
9.30
11.00
15.00

23.45
0.50
1.30
7.00
9.30
9.30
9.30
9.30
10.00
10.00
13.30
13.30
19.00

0.10
2.00
2.00
2.30
2.30
3.00
3.00
3.00
5.30
9.30
12.00
12.00
13.30
13.30
13.30
13.30
13.30
14.45
16.30

23.30
4.00
7.00
10.00
10.00
13.30
13.30
14.00
14.15
15.00
15.00
18.00
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AEST

8.45
9.50
14.30
16.00
22.15
0.00

8.00
9.30
9.50
11.30
18.30
18.30
18.30
18.30
18.30
20.00
0.00

8.45

9.50

10.30
16.00
18.30
18.30
18.30
18.30
19.00
19.00
22.30
22.30
4.00

9.10
11.00
11.00
11.30
11.30
12.00
12.00
12.00
14.30
18.30
21.00
21.00
22.30
22.30
22.30
22.30
22.30
23.45

1.30

8.30
13.00
16.00
19.00
19.00
22.30
22.30
23.00
23.15
0.00

3.00
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+61 29237 1848
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+61 2 9293 7109
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Economist

+61 2 9237 1980
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Important Notice

This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any advice
contained in this document has been prepared without taking into account your objectives, financial situation or needs.
Before acting on any advice in this document, NAB recommends that you consider whether the advice is appropriate for
your circumstances. NAB recommends that you obtain and consider the relevant Product Disclosure Statement or other
disclosure document, before making any decision about a product including whether to acquire or to continue to hold it.

Please click here to view our disclaimer and terms of use.
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