
Page 1  

 

Friday, 20 August 2010  

               Data as at 8.00am. Change from previous trading day (excluding the SFE � which is the change during the night session).  
Source: Reuters, Bloomberg 

 

SHARE MARKETS:  US shares ended sharply weaker 
on renewed recession fears following an unexpected 
jump in jobless claims. The market�s pessimism 
overwhelmed news that computer-producer Intel will 
acquire McAfee.  

BONDS: Bonds rallied (yields fell) taking their lead 
from the weaker stock market and a bleaker outlook 
based on the employment and manufacturing data.  US 
10yr Treasury yields closed 6bps lower at 2.58 after 
reaching a fresh post-March 2009 low of 2.556% while 
the 2yr notes fell 2bps to a fresh record low. The US Fed 
bought $3.6bn of 6yr to 10yr Treasuries, slightly more 
than expected. 

FX: The US dollar gained against the Euro but lost 
ground against the Yen. The Aussie is currently trading 
at 0.8920 after touching a low of 0.8906 overnight. 

COMMODITIES: Most commodities were softer. Crude 
oil continues to lose ground � overnight prices fell 
below US$75 a barrel. In contrast gold advanced.  

UNITED STATES:  Initial jobless claims rose 12k to 
500k in the week of the August payrolls survey. 
Expectations had been for claims to fall below 450k. 
This is the highest outcome since the December quarter 
last year when payrolls were still contracting. With no 
special factors or distortions noted by the Labor Dept, 
the implication is that more US workers are being laid 
off than at any time over the previous nine months. In 
contrast, in the prior week, continuing claims fell 13k to 
4487k. 
 

US Philadelphia Fed index dropped dramatically from 
5.1 to �7.7 in August. Orders fell 3.2pts to �7.1, 
representing a second consecutive decline, shipments 
slipped 8.5pts to �4.5 and jobs were down 6.7pts to �2.7. 
The survey suggests the industrial sector will be 
slowing in coming months, and could even be 
contracting. 

In other US news, the Conference Board�s leading index 
was up 0.1% in July and June revised lower to �0.3%. 
This is the weakest two-month reading since the March 
quarter last year. Also, the Congressional Budget Office 
published revised deficit numbers for 2011: $1066bn up 
from $966bn. 

CANADA:  Canadian data was also weak. The leading 
index was up only 0.4% in July and June was revised 
down to 0.7%. These are the softest back-to-back 
readings since mid 2009. Wholesale sales fell 0.3% in 
June and have not posted a rise since March, the 
weakest set of readings since early 2009. 

GERMANY: German producer prices grew 3.7%y/y in 
July, up from 1.7%y/y in June. The increase is due to a 
0.5% gain in the month and base effects. 

UNITED KINGDOM: UK retail sales jumped 1.1% in 
July. This is the third positive month of growth in a row. 
Most of the strength was in non-store retailing and 
other, which are largely internet sales. Demand for 
clothing was also up due to the warmer weather. Food 
and household goods sales both fell, probably a post-
World Cup impact. 
The UK CBI industrial trends survey found orders rose 
from �16 to �14 in August, a two year high. Major bank 
mortgage approvals slipped from 48k in June to 47k in 
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July. M4 money supply growth slowed from 3.1% yr to 
2.3% yr in July, slowest since 1993. Public sector net 
borrowing of £3.2bn in July compared to £5.6bn a year 
earlier, consistent with the view that the UK�s budget 
deficit has probably past its peak. 
 

Upcoming Data/Events Today, AEST (Aust underlined)* 
 
NZ Net Migration SA Jul prev 70.0 (8.45am) 
 
* All data forecasts are m/m or q/q and seasonally adjusted 
unless otherwise specified. Forecasts for Australian data releases 
are based on St George Bank�s forecasts. Forecasts for other 
countries are consensus forecasts.  
To access our Monthly Economic Calendar please refer to: 
http://www.stgeorge.com.au/corporate-business/report-
centre/economic-calendar.asp 
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Chief Economist Justin Smirk smirkj@stgeorge.com.au (02) 9320 5854 
    
Senior Economist Josephine Heffernan heffernanj@stgeorge.com.au (02) 9320 5751 
    
Senior Economist Kate King kingk@stgeorge.com.au  (02) 9320 5892 
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The information contained in this report (�the Information�) is provided for, and is only to be used by, 
persons in Australia. The information may not comply with the laws of another jurisdiction. The 
Information is general in nature and does not take into account the particular investment objectives or 
financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or 
investment advice or recommendations (expressed or implied) and is not an invitation to take up securities 
or other financial products or services. No decision should be made on the basis of the Information without 
first seeking expert financial advice. For persons with whom St. George has a contract to supply 
Information, the supply of the Information is made under that contract and St. George�s agreed terms of 
supply apply. St. George does not represent or guarantee that the Information is accurate or free from 
errors or omissions and St. George disclaims any duty of care in relation to the Information and liability for 
any reliance on investment decisions made using the Information. The Information is subject to change. 
Terms, conditions and any fees apply to St. George products and details are available. St. George or its 
officers, agents or employees (including persons involved in preparation of the Information) may have 
financial interests in the markets discussed in the Information. St.George owns copyright in the 
information unless otherwise indicated. The Information should not be reproduced, distributed, linked or 
transmitted without the written consent of St. George. 
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