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Wall Street saw broad-based declines yesterday, as mixed US activity data added uncertainty ahead of the FOMC 
decision and projection update tonight. All three major US stock indices and virtually all sectors closed in red yesterday. 
This followed declines in most of European and Asian equity markets. 

US retail trade rose by 0.7% in November, somewhat more than the 0.6% pencilled in by the market consensus, while 
the October figures were revised slightly upwards (to +0.5% from the initially estimated +0.4%). Core retail sales, which 
corresponds with private consumption scheduled for a release on Friday night, picked up by a solid 0.4%, in line with 
expectations. 

At the same time, US industrial production declined by another 0.1% in November, dragged down by a 1.3% fall in 
mining. Manufacturing rose by 0.2%, which was the first gain in three months. 

Following the above data releases, the FOMC is still expected to deliver a 25bps fed funds rate cut tonight, but only 
around 75bps worth of cuts is fully priced in for 2025, instead of over 100bps that was priced in before the US elections. 

The concerns over the Chinese economic outlook exacerbated by another set of weak activity data continued to weigh 
on commodity prices, with oil prices down by 0.5-1.0% and iron ore futures falling by 1.0%. 

The weaker global market sentiment took the Australian dollar lower against the major currencies, with the AUD/USD 
trading at the lowest level since late October 2023 at the time of writing. Commonwealth bond yields have declined 
slightly since yesterday morning. The ASX 200 closed 0.8% up yesterday, with gains in all sectors except for energy, 
materials and utilities, before opening largely flat this morning. 

Data-wise, the Westpac leading index rose by 0.05% in November, somewhat slower than the 0.16% registered for the 
previous month. The six-month annualised growth rate of the index, which indicates the pace of economic growth relative 
to trend within three to nine months from now, increased to 0.32% from 0.22%. This is the first time in over two years 
that this measure was positive for two consecutive months, signalling above-trend, but still unimpressive growth. 

The Commonwealth Treasury released its 2024-25 mid-year economic and fiscal outlook at the time of writing, showing 
a roughly unchanged underlying cash deficit of 1.0% of GDP for 2024-25. Deficits in the outyears are somewhat wider, 
but do not exceed 1.5% of GDP. Gross debt projections were also revised slightly upwards, but remain comfortably 
below 40% of GDP, while net debt is forecast to remain below 25% of GDP, despite the steady increase. 

These projections are based on assumptions of GDP growth at 1.75% in 2024-25 and 2.25% in 2025-26, while the 
unemployment rate is expected to peak at 4.5%. These assumptions roughly correspond with the results of the RBA 
November projection round. 

Economic Data Review  
● AU: Westpac Leading Index (MoM, Nov) – Actual 0.05%, Previous 0.16% (revised). 
● US: Retail Sales (MoM, Nov) – Actual 0.7%, Expected 0.6%, Previous 0.5% (revised). 
● US: Industrial Production (MoM, Nov) – Actual -0.1%, Expected 0.3%, Previous -0.4% (revised). 

Economic Data Preview  
● US: FOMC Decision (Fed Funds Rate Target Range) – Expected 4.25-4.50%, Previous 4.50-4.75%. 
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**Iron ore is the second SGX futures contract.
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*Mogas95 is the Singapore benchmark petrol price closely linked to Australian domestic fuel prices.
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