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                    Friday, 3 September 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 stocks gained after stronger-
than-expected housing and retail figures. The market 
awaits US employment data tonight. 

BONDS: Longer dated US bonds weakened � yields rose 
� with the consensus shifting away from a double-dip 
recession. The 10-year bond increased 5 basis points to 
2.63%. 

FX: The AUD rose to be above US$0.91 cents on news 
that Australia�s trade balance registered another 
surplus. The Euro climbed against the US dollar 
following the ECB�s positive outlook for European growth 
and positive Spanish and French bond auctions.  

COMMODITIES: Copper strengthened to a four month 
high on positive US housing and retail news. Oil also rose 
as Hurricane Earl threatened the US East Coast and 
following an explosion on an offshore oil rig in the Gulf of 
Mexico. Gold also firmed. 

UNITED STATES: Pending home sales saw a large jump 
of 5.2% in July.  While a modest rebound was expected, 
the magnitude surprised the market somewhat. That 
said there were significant revisions to previous outturns 
and as such, the annual rate was broadly unchanged at -
20.1%. 
Factory Orders were a touch lower than expectations 
posting a 0.1% gain in July (market consensus 0.2%) 
while there was a revision to -0.6% from -1.2% in June. 
Orders ex-transport were weak, however, at -1.5%. 
Although shipments were encouragingly up a robust 
1.1% over the month, inventories also posted a third 
consecutive increase. 
Initial jobless claims were moderately lower for the 
second consecutive week registering 472k, down from 
478k the previous week. There was a small decline in the 

four-week moving average down to 485.5k. Continuing 
claims were also down in the week of 21st August to 
4456k. 
US Nonfarm productivity was revised lower in Q2 to -
1.8%, broadly in line with expectations. The breakdown 
revealed downward revisions to nonfarm output growth; 
however unit labour costs were revised up to 1.1% from 
0.2%. 

EURO ZONE: The European Central Bank left the main 
refinancing rate on hold at 1.0% for the seventeenth 
consecutive month as expected. At the press conference, 
Trichet maintained a relatively positive tone on the 
economic outlook as reflected in the latest set of staff 
projections. The GDP forecast for 2010 was revised up to 
a mid-point of 1.6% (from a previous projection of 1.0%) 
while 2011 was nudged up to 1.4% from 1.2%. CPI 
inflation projections were also revised 0.1ppts higher for 
both 2010 and 2011. As well as commenting on the 
economic outlook,  Trichet also announced that the 
ongoing weekly MRO�s would continue at full allotment 
and at a fixed rate for as long as necessary while the 3m 
LTROs would continue each month until December but 
fixed at the average rate of the MROs taking place over 
the life of the relevant LTRO.  

Euro GDP was unrevised at 1.0% in Q2, although an 
upward revision from Q1 stemming from German GDP 
meant that the annual rate was revised up to 1.9% from 
1.7%. The breakdown revealed government expenditure 
up to 0.5% from 0.2% and a similar improvement in 
household consumption.  

AUSTRALIA: Australia�s trade surplus narrowed to 
$1.888bn in Jul. It follows a $3.438bn surplus in June. 
The trade balance has been in surplus since April 2010. 
The ABS reports exports goods and services fell $1.191b 
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(4%) to $25.395b. This includes a 6% contraction in non�
rural goods, which includes iron ore and coal. Specifically 
hard coking coal declined 27%  We think this reflects 
maintenance at Hay Point and that the decline is likely to 
be short-lived. Non�monetary gold fell $0.219b (15%). 
Rural goods rose $0.113b (5%). Services credits fell 
$15m. Meanwhile imports of goods and services debits 
rose $0.359b (2%) to $23.507b. The ABS said the 
purchase of six new Super Hornet fighter aircraft for the 
Royal Australian Air Force added $477 million to imports. 

 
 
 
 

Upcoming Data/Events Today, AEST (Aust underlined)* 
 
JP Capital spending 2Q exp �6.5%, prev �11.5% 
(9.50am) 
CH China non-manufacturing PMI Aug prev 60.1 
(11.00am) 
EZ Retail sales Jul exp 0.2%, prev 0.0%  (7pm) 
US Nonfarm Payrolls Aug exp �100k, prev -131k 
(10.30pm) 
 
* 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 
 

http://www.stgeorge.com.au/corporate-business/report
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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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