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Overview of the US Market

Wall Street is heading into Friday’s jobs report with mounting evidence that the U.S. labour market is
cooling, reinforcing expectations of Federal Reserve rate cuts and fuelling a rally in both equities and
bonds. Fresh data showed jobless claims climbing to their highest since June, while ADP reported only
54,000 private-sector payroll additions in August, far below expectations. Challenger, Gray & Christmas
also noted hiring plans fell to their weakest August level on record. Consensus forecasts point to nonfarm
payroll growth of just 75,000 and an uptick in the unemployment rate to 4.3%, its highest since 2021.

Markets reacted swiftly. The S&P 500 gained nearly 1% to another record, while two-year Treasury yields
dropped to their lowest in a year as traders priced in a near-certain September rate cut, with at least two
reductions seen by year-end. Analysts warned, however, that the quality of Friday’s data matters: modest
deceleration could support the “Goldilocks” scenario of easing without recession risk, but sharper
deterioration might stoke concerns about stagnation or stagflation.

Federal Reserve officials are signalling readiness to act. Governor Christopher Waller, among the most
vocal proponents of cuts, said labour demand may be on the edge of a sharp decline. New York Fed
President John Williams echoed that easing will become appropriate “over time.” Meanwhile, President
Trump’s nominee for the Fed Board, Stephen Miran, emphasized central bank independence while
stressing the Fed’s core mandate to prevent depressions and hyperinflation.

Elsewhere, U.S. service-sector activity showed resilience, expanding at the fastest pace in six months,
suggesting consumer-driven demand remains intact despite labour market strains. Still, political and legal
drama added tension: the Justice Department launched a criminal probe into Fed Governor Lisa Cook over
alleged mortgage fraud, intensifying Trump’s efforts to reshape the central bank.

In corporate developments, Broadcom offered a bullish outlook, Tesla rolled out its robotaxi app to the
public, and Microsoft moved closer to resolving an EU antitrust case. Boeing escalated its strike standoff by
hiring replacements, while American Eagle surprised with strong sales. Commodities were mixed, with gold
easing slightly after recent highs and oil prices slipping on OPEC+ supply concerns.

Overall, investors remain focused on Friday’s payrolls as the decisive catalyst. Softer-than-expected
numbers would reinforce the bond rally and strengthen the case for imminent Fed cuts, but a sharper
downturn risks unsettling markets. For now, equities, bonds, and rate expectations are aligned around the
view that policy easing is coming — the question is how fast and how far.

Overview of the Australian Market

Australia's share market rebounded on September 4, 2025, clawing back some of the losses from the
previous day's sharp decline, as easing pressures in global bond markets provided relief to interest rate-
sensitive sectors. The S&P/ASX 200 climbed 87.7 points, or 1.0%, to close at 8,826.5, while the broader All
Ordinaries added 81.3 points, or 0.9%, to 9,091.4. The session marked a reversal from Wednesday's 1.8%
slump in the ASX 200, which had been driven by a spike in bond yields amid concerns over persistent
inflation and potential delays in global rate cuts.
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Nine of the 11 sectors finished higher, with financials leading the charge at +1.71%, followed by consumer
discretionary (+1.39%), information technology (+1.28%), and health care (+1.11%). Real estate and
consumer staples also advanced, up 1.07% and 1.03% respectively. The big banks powered the financial
sector, with Commonwealth Bank, Westpac, and NAB each gaining over 2%, alongside Macquarie Group. In
IT, Xero surged 4.8% to $157, recovering from a more than 6% drop the day before, though Megaport slid
6.3% and NextDC dipped 2.4%. Real estate benefited from rebounds in Goodman Group, Scentre, and
Vicinity Centres.

Materials edged down slightly by 0.02%, despite gains in Fortescue and Rio Tinto as iron ore futures
topped SUS104 per tonne, but BHP fell 0.7%. Gold miners weakened as the metal retreated from an
overnight peak of SUS3,578 per ounce to around SUS3,537, with the sector reflecting broader defensive
positioning. Energy stocks eked out a 0.13% gain after an initial dip, with Santos up 0.3% offsetting
Woodside's 0.7% decline amid a 3% drop in oil prices tied to expected OPEC production increases.
Consumer staples were buoyed by Woolworths' 1.7% rise to $27.67, while Wesfarmers lifted consumer
discretionary with a 2.5% advance to $90.91.

Among notable movers, MTM Critical Metals jumped 20.4% after announcing a former US Deputy Assistant
Secretary of Defense joining its advisory board, aligning with its uptrend. Sunrise Energy Metals rose 19.8%
ahead of a trading halt, and Brazilian Rare Earths gained 17.5% on continued momentum from securing a
rare earth pilot plant permit. On the downside, Lotus Resources tumbled 20.0% following an equity raising
presentation, Catalyst Metals dropped 13.0% after a broker downgrade, and several gold-related names
like Falcon Metals (-12.0%) and Meeka Metals (-10.5%) fell without specific news.

The Australian dollar strengthened slightly to 65.24 US cents from 65.11 cents the previous afternoon,
trading near the upper end of its recent range against the greenback. Market breadth improved markedly,
with advancers outpacing decliners 190 to 83 in the ASX 300, mirroring the prior session's reversal. Several
companies, including BHP Group and Amcor, commenced ex-dividend trading.

Overview of the US Bond Market

Economists expect Friday’s employment report to confirm the weakest stretch of U.S. job growth since the
pandemic, likely cementing a Federal Reserve rate cut this month. Consensus forecasts see nonfarm
payrolls rising just 75,000 in August, the fourth consecutive month below 100,000. The unemployment rate
is projected to tick up to 4.3%, the highest since 2021.

Hiring has cooled sharply as firms grapple with softer demand, higher costs, and uncertainty tied to
President Trump’s trade policies. Analysts describe a “frozen” labour market, with August gains likely
concentrated in health care, leisure and hospitality, and some government hiring. Private-sector payrolls
rose only 54,000 in ADP’s August data, with declines in education and health services.
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Figure 1: US Job Gains Have Slowed Markedly in Recent Months

US Job Gains Have Slowed Markedly in Recent Months
Payroll growth expected to be below 100,000 for a fourth straight month
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Source: Bureau of Labor Statistics, Bloomberg
MNote: August reading reflects median estimate in a Bloomberg survey of economists.

The slowdown follows significant downward revisions to prior months’ job growth, prompting Trump to
fire the head of the Bureau of Labour Statistics, raising concerns over data integrity. Economists warn more
revisions could further highlight persistent weakness. The BLS’s upcoming benchmark adjustment may also
lower payroll counts substantially.

Other indicators reinforce the fragile picture. Job openings in July dropped to a 10-month low,
unemployment claims hit their highest since June, and corporate surveys show record-low August hiring
plans alongside rising layoffs. Such evidence bolsters expectations that the Fed will cut rates at its Sept.
16—17 meeting, with futures fully pricing a quarter-point move and some investors speculating about a
larger reduction if payrolls disappoint.

Still, the Fed faces a delicate balancing act. Inflation remains firm even as labour conditions weaken,
leaving policymakers torn between their dual mandates. Analysts expect more dissent within the Federal
Open Market Committee over the appropriate path, but most agree jobs data will be the decisive factor.
Near-term, the trajectory of monetary policy will hinge squarely on how quickly and deeply the labour
market continues to soften.

Overview of the Australian Bond Market

Bond yields in Australia eased on September 4, 2025, tracking a calmer tone in global fixed income markets
after softer US economic data tempered fears of aggressive rate hikes. The 2-year yield fell 4 basis points
to 3.40%, the 5-year dropped 6 basis points to 3.71%, the 10-year declined 8 basis points to 4.34%, and the
15-year slipped 7 basis points to 4.71%. The moves followed a positive Wall Street session, where dovish
Federal Reserve commentary and weak jobs data helped douse bond market volatility.

Australia's trade data for July showed a stronger-than-expected goods balance of AS7.31 billion, surpassing
forecasts of AS5 billion, driven by a 3.3% rise in exports and a 1.3% decline in imports. This bolstered views
of economic resilience amid global trade tensions, though the US reported a wider-than-expected trade
deficit of $78.3 billion for July, highlighting ongoing imbalances that could influence tariff discussions.
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US ISM non-manufacturing PMI came in at 52, beating estimates of 51 and signalling expansion in services,
while initial jobless claims rose to 237,000, slightly above the 230,000 forecast, adding to evidence of a
cooling labour market.

Treasury Secretary Comments on US-China tariff talks, including the possibility of a 90-day extension to the
truce expiring in two weeks, were echoed in broader sentiment, with President Trump set to decide. This
comes as deals with the EU and Japan have reduced some uncertainty, potentially allowing central banks
like the RBA to maintain steady policy. Investors are eyeing tomorrow's US non-farm payrolls, expected at
75,000 with unemployment at 4.3% and wage growth at 3.7%, which could sway Fed rate cut odds—
currently pricing in about half a point of easing by year-end, possibly starting in September.

Bond positioning has shifted cautiously, with recent data suggesting asset managers trimmed long
positions in global fixed income amid high valuations and tariff risks. While Australia's economy shows
strength—following Q2 GDP growth of 0.6% quarterly and 1.8% annually, both above estimates—the RBA
faces pressure to monitor inflation, with markets implying rates may stay elevated longer if US data
disappoints. Dealers anticipate steady auction sizes for Australian government bonds in the coming
guarter, consistent with prior guidance, as longer-dated yields lead the decline.
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About YieldReport - Your Income Advantage

YieldReport is Australia's leading online investor platform on interest rate markets and yield investments.
YieldReport provides research, data, advice, news review and insights on what's shaping the yield curve
and fixed income markets. It also provides a great source of reference for pricing and performance data on
yield focused investment opportunities including cash, term deposits, and government and semi-
government bonds, managed funds, ETFs, corporate bonds, floating rate notes and hybrids. YieldReport
insights and analyses are designed to help anyone capital allocation or investment selection — whether it
be their own or whether they sit on a finance committee, board etc. — to make informed decisions about
where interest rates are going and to have access to the best rates and latest performance data available
on yield-oriented investments.

Explore more via the website - www.yieldreport.com.au. Find daily updates on social media platforms such
as LinkedIn and Twitter.
For inquiries, please contact contact@yieldreport.com.au or call 0408 266 713.

YieldReport — Interest Rates &Yield Investment Data & Research
Level 2, Suite 208

33 Lexington Drive

Bella Vista NSW 2153

Disclaimer

The material contained in this document is for general information purposes only. It is not intended as an
offer or a solicitation for the purchase and/or sale of any security, derivative, index, or financial
instrument, nor is it an advice or a recommendation to enter any transaction. No allowance has been
made for transaction costs or management fees, which would reduce investment performance. Actual
results may differ from reported performance. Past performance is no guarantee for future performance.

This material is based on information that is reliable, but Foresight Analytics makes this information
available on an “as is” basis without a duty to update, make warranties, express or implied, regarding the
accuracy of the information contained herein. The information contained in this material should not be
acted upon without obtaining advice from a licensed investment professional. Errors may exist in data
acquired from third party vendors, & in coding related to statistical analyses.

Foresight Analytics disclaims any & all expresses or implied warranties, including, but not limited to, any
warranties of merchantability, suitability or fitness for a particular purpose or use. This communication
reflects our quantitative insights as of the date of this communication & will not necessarily be updated as
views or information change. All opinions expressed herein are subject to change without notice.

©YieldReport 2025 www.yieldreport.com.au 6



http://www.yieldreport.com.au/
https://www.linkedin.com/company/yieldreport
https://twitter.com/YieldReport
mailto:contact@yieldreport.com.au

