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PART 1 – Equity & Bond Market Review 

 

Weekly Overview  

 

Global markets staged one of the broadest and strongest cross-asset rallies of 2025 last week, overcoming 

earlier volatility, fears of an AI-driven valuation bubble, and even a rare CME outage that temporarily 

halted futures trading. Investors poured back into risk assets on growing conviction that the Federal 

Reserve will cut rates in December, reinforced by softer labour-market indicators and rising expectations of 

a more dovish leadership at the Fed. 

 

After a turbulent stretch marked by anxiety around speculative excess, especially in AI-linked technology 

stocks, virtually every major asset class rebounded. U.S. equities surged, with the S&P 500 jumping 3.7% in 

its best week in six months. Alphabet led Big Tech with a 7% weekly gain, helped by the high-profile release 

of its latest AI model, which revived confidence in the sector’s innovation cycle and eased concerns of an 
overheating AI bubble. The rally punished bearish bets: leveraged inverse ETFs tied to the S&P 500 have 

now fallen more than 80% this year. 

 

Treasuries rallied as traders priced in deeper and earlier rate cuts. The two-year yield fell to 3.5%, while 

demand strengthened across government and credit markets. Junk bonds also rebounded, with the iShares 

iBoxx High Yield ETF up nearly 1% for the week. Risk appetite returned even to the market’s most 
speculative corners: volatility dropped across meme stocks, junk credit, crypto and derivatives markets. 

Bitcoin climbed more than 7% from its mid-November lows to trade above US$90,000, reversing part of its 

earlier 30% slide. Commodities rallied broadly: gold and silver surged as lower-rate expectations boosted 

precious metals, with silver hitting a record on tightening Chinese inventories. The Bloomberg Commodity 

Index gained over 2% for the week. 

 

Crucially, the momentum persisted despite a major disruption: a cooling-system failure forced the CME to 

halt trading across key futures and options tied to equities, interest rates, gold, oil and agricultural 

products. Although the outage lasted longer than the 2019 incident, the market barely flinched, with 

liquidity shifting to alternative venues and spot markets. The episode underscored both the fragility of 

market infrastructure and the overwhelming dominance of macro sentiment, specifically, expectations of 

Fed easing. 

 

The optimism stems partly from shifting political dynamics. Kevin Hassett, the White House National 

Economic Council director, has emerged as a frontrunner to become the next Fed chair in May 2026, 

raising expectations of a more dovish pivot. Fed Governor Stephen Miran reiterated that the U.S. economy 

likely needs substantial rate cuts, reinforcing market conviction. Weakness in labour-market data added 

weight to this view, strengthening bets that the Fed will cut by 25 basis points in December. 

 

Flows continue to reflect unabated enthusiasm for U.S. assets. The Vanguard S&P 500 ETF is on track for 

another record year, attracting US$125 billion in 2025 and rising 17% year-to-date. Treasuries have 

returned nearly 7%, their best performance since 2020, while most-shorted stocks have jumped 28%, 

making bearish positioning painful. 

 

International markets were relatively stable. Europe’s Stoxx 600 ticked up less than 0.3%, notching a fifth 
straight monthly gain, while Japan’s Nikkei 225 rose marginally. Hong Kong’s Hang Seng Index slipped by a 
similar amount, and major Asian benchmarks ended the month lower. 
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Rate-cut expectations were a central market driver. Signs of cooling in the U.S. labour market and 

messaging from Fed officials increased traders’ confidence that Chair Jerome Powell could push through a 
December cut. Fed funds futures reflected an 87% implied probability of easing. Strategists noted that 

beyond the mechanical impact of a 25 bp cut, the signal of policy support may matter more for market 

psychology. 

 

Commodities rallied sharply, led by silver, which surged above US$56/oz to a record high due to tightening 

Chinese inventories and rate-cut optimism. Silver has nearly doubled this year. Gold futures also rose to 

their highest level in over a month. Treasury yields drifted mildly higher but remained near their lowest 

levels since October, while the U.S. dollar was steady after earlier weakness. Bitcoin briefly topped 

US$92,000 before moderating but remains well below its October highs. 

 

Australia’s inflation unexpectedly accelerated in October, rising 3.8% annually, with underlying inflation at 
3.3%, both above Reserve Bank of Australia (RBA) forecasts. The spike, driven by surging electricity prices 

(+37%), housing costs (+5.9%) and higher food and recreation expenses, has sharply shifted market 

expectations: rate cuts in 2026 are now seen as unlikely, with several economists predicting rate hikes 

instead. 

 

Treasurer Jim Chalmers acknowledged inflation remains stubborn but argued it is still lower than what 

Labor inherited. Shadow treasurer Ted O’Brien blamed rising prices on excessive federal spending, dubbing 

it “Jim-flation.” Economists, however, say the data marks a concerning trend, particularly given the expiry 
of earlier energy subsidies. 

 

EY’s Cherelle Murphy said a December rate cut is now implausible and that the RBA may even consider 
raising the 3.6% cash rate given the long gap before its February meeting. Barrenjoey now expects hikes in 

May and August 2026, while UBS forecasts two rate rises by the end of 2027. Deloitte’s Stephen Smith 
warned that the RBA faces a “central banker’s nightmare,” with inflation rising even as economic growth 
slows. 

 

The launch of the ABS’s new full monthly inflation series, more volatile but timelier, has prompted bond 

markets to reprice sharply, with traders now assigning a 28% probability of a rate hike in late 2026, 

compared with expectations of a cut just days earlier. 
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  Exhibit1: World – Major Stock Indices 7 Day Return 
 

 
 

 

 

Global Themes Shaping Markets 

 

AI Bubble 

Global equity markets softened in November after hitting record highs in October, with major U.S. indices 

retreating across the board. The Dow Jones fell 0.3%, the Nasdaq 2.2%, the S&P 500 0.4%, and the 

semiconductor-heavy SOX dropped 4.6%. The correction in tech spilled over into Asia’s technology-

oriented markets, where South Korea’s KOSPI lost 2.6%, Japan’s Nikkei declined 5.4%, and Taiwan’s TAIEX 
slipped 2.9%. In contrast, Southeast Asia posted notably stronger results: India rose 2.0% to a fresh all-time 

high, and Indonesia outperformed globally with a 5.4% gain. Meanwhile, precious metals strengthened, 

with gold futures rallying 5.0% as expectations of a December rate cut increased. 

 

Two topics dominated market debate this month, concerns over an AI bubble and rising liquidity risks. 

However, neither issue has reached a critical turning point, and the market’s most decisive phase lies 
ahead. On the AI front, froth is visible but far from systemically dangerous. The current productivity cycle 

suggests that some “bubble-like” behaviour is constructive; significant corporate investment in AI 

infrastructure is fuelling what MacroMicro describes as an “AI perpetual motion machine.” 

 

Corporate earnings and activity continue to validate this trend. Tech giants’ Q3 results and forward 
guidance broadly exceeded expectations, with particularly strong momentum in cloud, advertising, and 

hardware segments. The Citi Earnings Revision Index remains on an upward trajectory. The semiconductor 

cycle also shows no signs of reversal, year-on-year growth stands at 25%, and sector revenues are hitting 

new highs. The Manufacturing Cycle Index tracked by MacroMicro has returned to expansionary territory, 

and recession probability estimates have eased to around 30%. 

 

Over the medium term, the financial health of leading AI companies, including record free-cash-flow levels 

and low leverage, indicates a far more robust backdrop than the dot-com era. However, the report stresses 

that Q2 2026 will be a pivotal period for reassessment. A high earnings base will naturally weigh on growth 

rates, while inventory trends could become a key pressure point. NVIDIA’s days of inventory have begun 
rising, led mainly by increases in work-in-process.  
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For now, this likely reflects pre-emptive manufacturing amid strong demand. But the critical signal will 

emerge once work-in-process converts into finished goods. If inventory days fall, it will confirm healthy 

end-demand; if they remain elevated, bubble concerns will re-intensify. 

 

The narrative around AI is also shifting from bubble risk to competitive dynamics, particularly among cloud 

providers and ecosystem players such as Google and OpenAI.  

 

Liquidity Concerns? Why Fears Are Premature and December Cuts Remain a Secondary Issue 

Liquidity worries have resurfaced in global markets, but current signals do not point to imminent stress. 

The narrative has unfolded in three stages: a widening spread between the Secured Overnight Financing 

Rate (SOFR) and the Interest on Reserve Balances (IORB), remarks from several hawkish FOMC members 

suggesting a December rate cut is not guaranteed, and a delayed September non-farm payroll report 

showing a solid +110k jobs, after which markets reverted to interpreting good economic news as bad for 

policy outlook. However, we argue none of these developments warrant genuine concern at this stage. 

 

The SOFR–IORB spread narrowing and bank reserves slipping below the US$3 trillion threshold do 

represent early warning signs of tighter liquidity, but the Federal Reserve is already preparing the 

appropriate response. Consistent with guidance provided in earlier months, the Fed appears ready to 

pause quantitative tightening (QT) in December. November should therefore be viewed as a transitional 

period with liquidity set to improve once QT is halted. Because the pause is widely anticipated, liquidity 

stress is unlikely to escalate meaningfully in the near term. 

 

Market anxiety over whether the Fed cuts in December is similarly overstated. The specific month of the 

first cut is less important than the endpoint of the easing cycle. Fed officials have explicitly stated that a 

skip in December would reflect a desire to incorporate October CPI and labour data, released after the 

meeting, rather than a shift toward tighter policy. Cutting next month would simply bring forward easing 

marginally; not cutting would preserve flexibility.  

 

The market’s reaction to the delayed payroll report, treating positive data as negative, is also viewed as 

largely irrelevant. What matters for markets is recession risk, not one-off labour print distortions. 

 

A further important signal is coming from the Japanese yen. Despite Prime Minister Takaichi’s ¥21.3 trillion 
fiscal package and a rally in both Japanese equities and JGB yields, the yen weakened significantly. This 

suggests markets are not responding to yield differentials or repatriation flows; instead, investors are 

increasingly concerned about rising debt levels and large-scale liquidity injections. The fact that both the 

US dollar and Yen remain soft indicates that capital has not meaningfully rotated back into traditional safe-

haven assets. This reinforces that global liquidity remains ample, and fears of systemic tightening are 

premature. 

 

Global Equity Valuations 

Global equity valuations were broadly stable to slightly lower between October and November 2025. The 

USA remained the most expensive market with a PE of 27.52, down from 29.12. Germany, UK, and 

Australia showed mild declines, while Australia stayed relatively elevated at 20.34. Japan eased to 18.10, 

and China slipped to 15.10. Brazil remained the cheapest major market at 10.74, despite rising from 

September. South Korea (16.15) and Thailand (16.11) softened, while Taiwan held a high valuation at 

21.69. Overall, valuations indicate continued premium pricing for U.S. and Asian tech-heavy markets. 
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Exhibit: 2– World MSCIPE Ratio by country 

 

 

Overview of the US Equities Market 

 

US equities rallied to close out November, overcoming both midmonth volatility and a rare CME outage 

that temporarily disrupted futures trading. A combination of thin post-holiday volume, optimism around 

imminent Federal Reserve rate cuts and improving risk sentiment helped push major indices back toward 

record territory. The S&P 500 rose 0.5% in Friday’s shortened session, bringing it within reach of its late-

October high and securing a seven-month winning streak, the longest since 2018. The Dow advanced 0.6%, 

while the Nasdaq 100 gained 0.8%, though the tech-heavy benchmark still recorded its first monthly 

decline since March as investors rotated out of stretched AI winners and into defensive sectors. 

 

Markets initially wavered as a cooling-system failure in a Chicago-area data centre forced the Chicago 

Mercantile Exchange to halt futures trading across key equity, bond and commodity contracts. The 

disruption lasted longer than a similar 2019 outage, pausing activity in Treasury futures, equity index 

derivatives, gold and oil contracts. Despite this, spot markets absorbed most of the liquidity, FX trading 

continued uninterrupted, and broader market sentiment remained upbeat. Traders noted that although 

some participants used the outage to exploit pricing discrepancies, most adopted a cautious pause until 

systems returned online. 

 

The rally reflected renewed expectations that the Federal Reserve may accelerate monetary easing. Money 

markets were pricing in an 80% probability of a December rate cut before the CME halt, buoyed by softer 

labour indicators and a string of subdued economic releases consistent with a “soft landing.” Analysts 
warned, however, that the absence of key US data in recent months leaves room for negative surprises. 

The upcoming Challenger job cuts report, ADP payrolls, and the Fed’s preferred inflation gauge are likely to 
drive early-December positioning. 
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Earlier weakness in November stemmed from mounting concerns over inflated valuations in the artificial-

intelligence sector. The Nasdaq 100 had been down as much as 4.7% for the month before rebounding. 

Defensive sectors such as healthcare benefited from rotation, while AI-linked megacaps faced pressure. 

Yet Friday saw renewed strength in tech, with Intel, Amazon and other large caps outperforming. Walmart 

hit a record as Black Friday spending expectations strengthened retail momentum. 

 

Global equity markets were calm amid light liquidity. Europe’s Stoxx 600 rose 0.2%, and Asian equities 

edged lower after a brief multi-day rally. In fixed income, 10-year Treasury yields ticked up three basis 

points to 4.02% but remained near one-month lows; the dollar held steady following earlier weakness. 

 

Commodity markets experienced a volatile session, particularly in gold, where the CME outage briefly 

disrupted futures and options activity. Once trading resumed, spot gold climbed 1.4% toward US$4,217/oz. 

Strategists highlighted continued central bank buying, expectations of Fed cuts, concerns about US debt, 

and a weakening dollar as key bullish drivers. Oil prices staged a modest rebound but remained on track 

for a fourth monthly decline as traders awaited the OPEC+ meeting and monitored geopolitical 

developments, including potential Ukraine peace negotiations. 

 

Overall, despite a disruptive technical glitch and lingering macro uncertainty, markets ended the week in a 

stronger position, helped by lower yields, resilient risk appetite and hopes that the Fed’s “unfinished 
business of rate cuts” will support asset prices into year-end. 

 

Overview of the US Treasuries and Other Fixed Income Markets 

 

A four-day rally in U.S. Treasuries paused on Wednesday after unexpectedly strong labour-market data 

tempered expectations of aggressive Federal Reserve easing. The 10-year Treasury yield held at 4%, steady 

after touching a one-month low the previous day, while yields across the curve inched higher, led by the 

two-year note, the maturity most sensitive to interest-rate expectations. The move came after weekly 

jobless claims fell sharply to 216,000, the lowest level since mid-April and well below forecasts of 225,000, 

signalling persistent labour-market resilience despite broader signs of economic cooling. 

 

The stronger-than-expected labour report complicated the recent bond rally, which had been supported by 

delayed September employment data, softening indicators, and dovish commentary from Federal Reserve 

officials. Traders have increasingly priced in an 80% chance of a 25-basis-point Fed rate cut in December, 

up significantly from the prior week. Expectations were further boosted by New York Fed President John 

Williams’ remarks that there is scope for “near-term” easing and by reports that National Economic 
Council Director Kevin Hassett, viewed as dovish, is the frontrunner to replace Jerome Powell as Fed chair 

in 2026. 

 

Despite this, some strategists caution that markets may be over-pricing cuts given that inflation remains 

above target and producer-price inflation, based on delayed September PPI data, came in hotter than 

expected. Societe Generale strategist Mathias Kpade warned that if inflation proves sticky or if economic 

activity rebounds modestly, markets could face a “hawkish surprise,” arguing investors should position for 
fewer cuts. Charles Schwab’s Kathy Jones echoed that December’s decision remains finely balanced, 
particularly with key CPI and payrolls data postponed until later in December due to the government 

shutdown. 
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Treasury market moves were moderate, partly because trading volumes were thin ahead of the 

Thanksgiving holiday. A $44 billion auction of seven-year notes cleared at a yield slightly above pre-auction 

levels, reflecting cautious demand. Meanwhile, attention shifted to the U.K., where gilts rallied amid signs 

of more disciplined government borrowing. 

 

The broader Treasury rally earlier in the week reflected a shift in market psychology. Investors had 

responded positively to signs of labour-market cooling, growing political momentum for a more dovish Fed 

leadership, and expectations that the central bank must act soon to support a soft landing. Yet the 

unexpected drop in jobless claims injected fresh uncertainty, raising questions about whether the 

economy is slowing enough for the Fed to ease without reigniting inflation pressures. 

 

With a “data vacuum” until mid-December, traders are left navigating mixed signals: softer long-term 

trends favour easing, but near-term indicators such as jobless claims and wholesale-inflation readings pose 

risks. As a result, while a December cut remains the consensus, conviction is fragile—and any surprise in 

upcoming data could significantly reshape the policy outlook. 

 

Exhibit 3: Bond Yield Movements in the Past Week 
 

 
 

 

Overview of the Australian Equities Market 
 

Australian equities broke a four-week losing streak, delivering their strongest weekly performance since 

May despite a muted finish on Friday. The S&P/ASX 200 slipped 3.2 points (-0.04%) to 8,614.1 in a subdued 

session influenced by a U.S. bank holiday, while the All Ordinaries rose 0.08% to 8,918.7. The week’s 
rebound was driven largely by improving global sentiment, as markets increasingly priced in the likelihood 

of a U.S. Federal Reserve rate cut, lifting global equities and risk appetite. 

 

Sector performance was broadly positive, with eight of eleven sectors finishing higher. Consumer staples, 

technology, and utilities led gains. Woolworths jumped 3.2% after an upgrade from JP Morgan, while 

Endeavour Group climbed nearly 2%. The tech sector surged more than 6% for the week, its best 

performance in monthsas dip-buyers returned alongside strength in the Nasdaq. Utilities also benefited 

from defensive positioning. 
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Financials declined 0.7% on Friday as all major banks dipped, though the sector still ended the week 

modestly higher (+0.2%), snapping a two-week losing streak. Raw materials posted one of the strongest 

weekly sector gains, rising over 5%, supported by firmer commodity sentiment earlier in the week. 

However, China’s continued property-sector concerns pressured iron ore futures on Friday, pulling BHP 

and Rio Tinto slightly lower for the day. Both miners remained up more than 3% across the five sessions. 

 

Gold equities continued to shine, buoyed by stronger expectations of U.S. rate cuts and a surge in spot 

gold to US$4,184/oz (A$6,406). VanEck’s Goldminers ETF rose more than 10% to reach five-week highs. 

Energy stocks were marginally weaker amid competing signals, concerns over global oversupply versus 

hopes for geopolitical de-escalation in key conflict regions. 

 

The Australian dollar traded at US$0.6529, near two-week highs, supported by shifting U.S. rate 

expectations. Across the region, the NZX 50 gained 0.42%, while Japan’s Nikkei added 0.17%. Notable ASX 
300 companies holding AGMs included Centuria Capital Group, IperionX, and Myer Holdings. 

 

Overview of the Australian Government Bond Market 

 

The ABS’s shift from quarterly to full monthly CPI reporting marks a major improvement in Australia’s 
inflation monitoring, enabling earlier detection of price pressures. The October release showed headline 

CPI rising 3.8% year-on-year and trimmed-mean inflation at 3.3%, both slightly above the RBA’s forecasts 
of 3.7% and 3.2%. The data confirmed that inflationary momentum remains stronger and more persistent 

than policymakers had hoped. 

 

Several forces are driving the renewed inflation surge. Seasonal timing played an outsized role this year, 

with school holidays concentrated in October, pushing domestic travel prices up 6% in the month and 

more than 7% on an annual basis. Utilities and water costs also accelerated, with water bills up 4% in 

October and 7% year-on-year—introducing a fresh pressure point not present during the 2022 inflation 

spike. Imported goods inflation re-emerged, with typically stable categories such as clothing, footwear and 

homewares rising 2–3%. Housing-related costs increased modestly, with new dwelling prices up 0.4%. 

Meanwhile, the removal of electricity subsidies continues to distort the data, with electricity prices now 

37% higher than a year ago. 

 

The implications are significant. For inflation to fall sustainably toward the RBA’s 2–3% target, services 

inflation would need to slow to around 3–4% and goods inflation to near zero. Yet many services—health, 

education, childcare, utilities—remain above 4%. While some pressures may ease in 2025, a key risk is the 

wage-inflation feedback loop, particularly with the June minimum wage decision looming. Markets have 

already reacted: three-year government bond yields have risen above 3.85%, and expectations of first-half 

2026 rate cuts have been largely priced out, with markets assigning roughly a 50% probability of a rate hike 

by year-end. 

 

The shift to monthly CPI increases the likelihood of more reactive policy and market moves. Broad-based 

cost pressures suggest the cost-of-living squeeze will linger, and interest-rate-sensitive assets may face 

further volatility. Ultimately, the Q4 inflation print due in late January will be pivotal; a trimmed-mean 

reading near 1% could challenge the RBA’s policy stance and extend the inflation fight. 
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Global bond markets saw a mixed performance over the week, with Australian yields rising notably while 

U.S. yields edged lower. The RBA cash rate remained unchanged at 3.60%, but short-term funding costs in 

Australia continued to firm. The 3-month BBSW increased 3 bps to 3.67%, reflecting ongoing repricing of 

front-end interest-rate expectations. 

 

Australian government bond yields moved higher across the curve, driven by the stronger-than-expected 

inflation outlook and reduced expectations of early-2026 rate cuts. The Australian 3-year yield rose sharply 

by 13 bps to 3.89%, reaching a weekly high of 3.88% and signalling market concerns around sticky 

domestic inflation. Longer-dated yields also increased, though more modestly: the 10-year yield climbed 6 

bps to 4.53%, while the 30-year yield inched up 2 bps to 5.12%. These moves suggest a mild bear-

steepening as markets reassess duration risk and the RBA’s policy path. 
 

In contrast, U.S. Treasury yields drifted lower as softer inflation signals and moderating labour-market 

indicators supported expectations of further easing by the Federal Reserve in 2026. The 2-year Treasury 

yield fell 4 bps to 3.50%, while the 10-year declined 7 bps to 4.01%, touching a weekly low of 4.00%. The 

30-year yield also eased 7 bps to 4.65%, indicating broad-based buying across the U.S. curve. 

 

In currency markets, the Australian dollar strengthened, rising 0.75 cents to USD 0.6524. The move was 

supported by firmer domestic yields and a softer U.S. dollar backdrop as markets continued to price a 

gradual Fed easing cycle. 

Overall, the week reflected diverging macro signals: domestic inflation concerns pushed Australian yields 

higher, while U.S. data continued to support a soft-landing and modest downward pressure on Treasury 

yields. 

 

Exhibit4: Australia 3 and 10-year Bond Yield &Spread Exhibit 5: US 2 and 10-year Bond Yield &Spread 
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Market Summary Table 

 

Name Week Close Week Change Week High Week Low 

Cash Rate% 3.60%       

3m BBSW % 3.67 0.03 3.67 3.66 

Aust 3y Bond %* 3.89 0.13 3.88 3.74 

Aust 10y Bond %* 4.53 0.06 4.53 4.43 

Aust 30y Bond %* 5.12 0.02 5.11 5.06 

US 2y Bond % 3.50 -0.04 3.51 3.46 

US 10y Bond % 4.01 -0.07 4.06 4.00 

US 30y Bond % 4.65 -0.07 4.72 4.64 

$1AUD/US¢ 65.24 0.75 65.35 64.45 

 

Chart of the week: S&P500 Earnings and Market Cap Concentration 
 

The top 10 U.S. companies now drive over 40% of S&P 500 performance, supported by fundamentals: their 

share of total profits has risen from ~20% pre-pandemic to nearly 40%. With extensive M&A and strong 

operations, their market-cap dominance aligns with genuine earnings growth, not valuation excess. 

Exhibit 6: S&P 500 Earnings and Market Cap Concentration 
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Looking ahead: Major Economic Releases for the Week Ending 5th December 
 

For the week ending December 5, 2025, Australian economic data will be in the spotlight, with S&P Global 

Manufacturing PMI Final for November expected to reflect continued modest expansion, indicating 

resilient industrial activity amid global headwinds. Building Approvals and Total YY for October are 

anticipated to show a rebound, suggesting stabilization in the housing sector despite rate pressures. 

Current Account Balance SA and Net Exports Contribution for Q3 may point to a widening deficit offset by 

positive export contributions, while S&P Global Services and Composite PMI Finals for November could 

confirm service sector strength. Real GDP QQ SA and YY SA for Q3 are projected to reflect moderate 

growth pickup from prior softness. Trade data, including Balance on Goods, Goods/Services Imports, and 

Exports for October, may highlight a robust surplus driven by export recovery.  

 

In the United States, economic data releases for October and November face ongoing delays due to the 

aftermath of the longest government shutdown in history, affecting collection and processing at key 

agencies. S&P Global Manufacturing PMI Final and ISM Manufacturing PMI for November may indicate 

marginal improvement but persistent contraction in the sector. Import Prices YY and Industrial Production 

MM for September could show emerging price pressures and slight output declines, while S&P Global 

Composite and Services PMI Finals along with ISM Non-Manufacturing PMI for November are expected to 

confirm expansion in services. Initial Jobless Claims for the week of November 29 might edge higher, 

signaling minor labor market softening. Delayed reports, including New Home Sales-Units for September 

and International Trade for September, could eventually reveal subdued housing and widening trade 

deficits. These indicators might affirm the Federal Reserve's easing bias to sustain growth amid cooling 

inflation, but lingering delays could heighten market volatility and complicate policy assessments. Global 

trade uncertainties, including U.S. tariff policies, may continue to pose risks to both economies. 

 

Major Economic Releases for the Week ending 5 Dec, 2025 

Date Country Release Consensus Prior 

Monday, 01/12 United States S&P Global Mfg PMI Final n/a 51.9 

Monday, 01/12 United States ISM Manufacturing PMI 49 48.7 

Tuesday, 02/12 Australia Building Approvals n/a 12 

Tuesday, 02/12 Australia Building Approval Total YY n/a 12.4 

Tuesday, 02/12 Australia Current Account Balance SA n/a -13.7 

Tuesday, 02/12 Australia Net Exports Contribution n/a 0.1 

Tuesday, 02/12 Australia S&P Global Svs PMI Final n/a 52.7 

Tuesday, 02/12 Australia S&P Global Comp PMI Final n/a 52.6 

Wednesday, 03/12 Australia Real GDP QQ SA n/a 0.6 

Wednesday, 03/12 Australia Real GDP YY SA n/a 1.8 

Wednesday, 03/12 United States Import Prices YY n/a 0 

Wednesday, 03/12 United States Industrial Production MM 0 0.1 

Wednesday, 03/12 United States S&P Global Comp PMI Final n/a 54.8 

Wednesday, 03/12 United States S&P Global Svcs PMI Final n/a 55 

Wednesday, 03/12 United States ISM N-Mfg PMI 52.1 52.4 

Thursday, 04/12 Australia Balance on Goods n/a 3938 

Thursday, 04/12 Australia Goods/Services Imports n/a 1.1 

Thursday, 04/12 Australia Goods/Services Exports n/a 7.9 

Thursday, 04/12 United States Initial Jobless Clm 220 216 

 

Source: Refinitiv 
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PART 2 – Investment Opportunity Review 

 

Defensive Income – Cash 

 

Australia’s inflation shock in October, headline CPI rising to 3.8% and trimmed-mean inflation climbing to 

3.3%, has upended the previously optimistic outlook for interest-rate cuts. Only months ago, the Reserve 

Bank of Australia (RBA) appeared to have engineered a “Goldilocks” scenario: moderating inflation, stable 
employment, rising confidence and a housing recovery supported by earlier rate cuts. But the first full 

monthly inflation reading from the ABS now reveals a far less comforting reality. 

 

The economy is expanding, yet it is hitting its “speed limit” much sooner than the RBA anticipated. Spare 
capacity is tightening, and growth is translating into renewed price pressures. The labour market remains 

near historically tight levels,unemployment jumped in September but fell back to a low 4.3% in October. 

House prices continue to surge, raising concerns for financial regulators. But it is underlying inflation that 

has most alarmed policymakers: trimmed-mean inflation has been running at an annualised 3.5% over the 

past three months and 4% based on October alone, far above the RBA’s target. 
 

Services inflation is particularly stubborn, rising to 3.9% amid elevated costs for rent, healthcare and travel. 

Deputy governor Andrew Hauser recently warned that the economy was entering a cyclical upswing with 

far less slack than in previous cycles, a dynamic now clearly playing out. 

 

Given this backdrop, the RBA will not cut rates in December nor anytime soon. Whether the next move is 

up or down depends on where “cracks” emerge. A rate hike becomes likely if remaining spare capacity is 

exhausted and inflation continues to rise. A cut would require either a significant deterioration in the 

labour market or weakening in consumer demand and housing activity caused by the prolonged 

restrictiveness of current policy settings. 

 

Until inflation convincingly returns toward 3%, the RBA has no room to ease, and the risk of higher rates in 

2026 remains firmly on the table. Goldilocks, it seems, has vanished. 
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Exhibit 7: Market Expectation on Cash Rate 
 

 
 

   

 

Defensive Income- Term Deposits 
 

The movements in term deposit rates by major and non-major banks continue to show stability this week. 

Over the past week, ending November 28, 2025, there were minimal adjustments, with notable 

consistency across most terms despite some isolated tweaks. Our survey across 42 

institutions indicates that the most contested term deposit term remains 6 months, followed by 1 

year and 3 months, with sample sizes of 42 each.     

 

This week the best rate with a 3-month term was 4.38%, steady from the week before, with in1bank 

offering the top rate. The median rate of 3.80% reflects a broad range from 2.25% to 4.38%.   

 

This week the best rate within 6 months term was 4.40%, unchanged from last week, offered by Military 

Bank. The median rate of 4.00% shows a tight quartile spread of 0.38%, indicating consistency.   

 

Interestingly, the best 5-year rate was 4.40%, up from 4.30% last week, led by Judo Bank. The median rate 

held at 3.30%, with a range from 2.00% to 4.40%.    

 

Our analysis shows term deposits with rates above 4% are holding strong. In the 3-month 

category, 6 institutions now offer over 4%, down from 7 last week. In the 6-month category, 15 institutions 

exceed 4%, up from 13 last week, reinforcing the 6-month term’s competitiveness.    
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For the 3-month term, the top rates are led by in1bank at 4.38%, followed closely by ING Direct and Bank 

Australia at 4.15%, Macquarie Bank at 4.10% and Teachers Mutual Bank and Great Southern Bank at 

4.05%. In the 6-month category, Military Bank tops the list with 4.40%, followed by ING Direct at 4.35%, 

Bank Australia at 4.25%, and Arab Bank Australia at 4.20%.  

 

For the 1-year term, Judo Bank leads with 4.45%, followed by Bank of Sydney, Bank Australia and ING 

Direct at 4.20%. For the 5-year term, Judo Bank stands at the top with 4.40%, followed by Rabobank 

Australia at 4.30%.  
 

Exhibit 8: Highest Term Deposit Rate by Term 

 
 

 

 

Defensive Income – Government Bonds 

 

The ABS’s shift from quarterly to full monthly CPI reporting marks a major improvement in Australia’s 
inflation monitoring, enabling earlier detection of price pressures. The October release showed headline 

CPI rising 3.8% year-on-year and trimmed-mean inflation at 3.3%, both slightly above the RBA’s forecasts 
of 3.7% and 3.2%. The data confirmed that inflationary momentum remains stronger and more persistent 

than policymakers had hoped. 

 

Several forces are driving the renewed inflation surge. Seasonal timing played an outsized role this year, 

with school holidays concentrated in October, pushing domestic travel prices up 6% in the month and 

more than 7% on an annual basis. Utilities and water costs also accelerated, with water bills up 4% in 

October and 7% year-on-year—introducing a fresh pressure point not present during the 2022 inflation 

spike. Imported goods inflation re-emerged, with typically stable categories such as clothing, footwear and 

home-wares rising 2–3%. Housing-related costs increased modestly, with new dwelling prices up 0.4%. 

Meanwhile, the removal of electricity subsidies continues to distort the data, with electricity prices now 

37% higher than a year ago. 
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The implications are significant. For inflation to fall sustainably toward the RBA’s 2–3% target, services 

inflation would need to slow to around 3–4% and goods inflation to near zero. Yet many services, health, 

education, childcare, utilities, remain above 4%. While some pressures may ease in 2025, a key risk is the 

wage-inflation feedback loop, particularly with the June minimum wage decision looming. Markets have 

already reacted: three-year government bond yields have risen above 3.85%, and expectations of first-half 

2026 rate cuts have been largely priced out, with markets assigning roughly a 50% probability of a rate hike 

by year-end. 

 

The shift to monthly CPI increases the likelihood of more reactive policy and market moves. Broad-based 

cost pressures suggest the cost-of-living squeeze will linger, and interest-rate-sensitive assets may face 

further volatility. Ultimately, the Q4 inflation print due in late January will be pivotal; a trimmed-mean 

reading near 1% could challenge the RBA’s policy stance and extend the inflation fight. 
 

Global bond markets saw a mixed performance over the week, with Australian yields rising notably while 

U.S. yields edged lower. The RBA cash rate remained unchanged at 3.60%, but short-term funding costs in 

Australia continued to firm. The 3-month BBSW increased 3 bps to 3.67%, reflecting ongoing repricing of 

front-end interest-rate expectations. 

 

Australian government bond yields moved higher across the curve, driven by the stronger-than-expected 

inflation outlook and reduced expectations of early-2026 rate cuts. The Australian 3-year yield rose sharply 

by 13 bps to 3.89%, reaching a weekly high of 3.88% and signalling market concerns around sticky 

domestic inflation. Longer-dated yields also increased, though more modestly: the 10-year yield climbed 6 

bps to 4.53%, while the 30-year yield inched up 2 bps to 5.12%. These moves suggest a mild bear-

steepening as markets reassess duration risk and the RBA’s policy path. 
 

In contrast, U.S. Treasury yields drifted lower as softer inflation signals and moderating labour-market 

indicators supported expectations of further easing by the Federal Reserve in 2026. The 2-year Treasury 

yield fell 4 bps to 3.50%, while the 10-year declined 7 bps to 4.01%, touching a weekly low of 4.00%. The 

30-year yield also eased 7 bps to 4.65%, indicating broad-based buying across the U.S. curve. 

 

In rates markets, Australian bonds traded in narrow ranges. The cash rate remained at 3.60%, while short-

dated funding indicators such as the 3-month BBSW held steady at 3.64%, reflecting stable liquidity 

conditions. Across the sovereign curve, yields drifted slightly higher: the 3-year bond closed at 3.76%, the 

10-year at 4.47% (+3bps) and the 30-year at 5.10% (+7bps), indicating mild curve steepening amid 

reassessed long-run inflation expectations. 
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Exhibit 9: Aust. 10 yr minus 3 yr Bond Spread Exhibit 10: Aust & US Bond Yields Spread 
 

 

 

 
  

 

Exhibit 11: Global 11 yr Bond Yields 

 
 

Bank, Corporate Hybrids & Private Credit 
 

This week, ASX-listed hybrids delivered a broadly stable performance across both standard and non-

standard instruments. Among the top performers in terms of running yield were Nufarm (NFNG) at 9.04%, 

Latitude (LFSPA) at 8.45%, and Ramsay Health Care (RHCPA) at 8.38%, offering compelling opportunities 

for yield-focused investors. 

 

Day-to-day price movements were mixed. Bank of Queensland (BOQPF) led gains with +0.55%, followed by 

Bank of Queensland (BOQPG) at +0.55% and CBA (CBAPJ) at +0.31%. On the downside, Latitude (LFSPA) 

slipped −0.25%, Suncorp (SUNPI) fell −0.37%, and Insurance Australia (IAGPE) declined −0.27%. 
 

Trading margins remained broadly stable, with Latitude (LFSPA) standing out at 5.32%, and Nufarm (NFNG) 

at 5.37%, indicating a mix of high yield and elevated risk-reward dynamics. Most major bank-issued hybrids 

continued to trade in the 1.41%–2.44% margin range, reflecting moderate risk appetite. 
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Average closing prices hovered slightly above par, though select instruments such as Judo Capital (JDOPA) 

at 111.11, Westpac (WBCPM) at 106.03, Insurance Australia (IAGPE) at 106.66, and Macquarie Group 

(MQGPF) at 104.96 traded well above, signaling continued investor confidence in these names. 

 

Despite minor day-to-day fluctuations, the hybrid market continues to provide a stable income stream, 

though investors should remain mindful of call dates and potential regulatory changes impacting bank 

capital structures. 

 

Exhibit 12: Hybrids: Median Sector Margin 

 
 

 

 

Bank Bill Swaps 
 

Australian interest rates rose across the curve over the past week and month, reflecting mounting inflation 

pressures and shifting expectations for RBA policy. 

 

Short-term funding rates saw notable upward moves: the 3-month rate increased 3 bps for the week and 

17 bps over the month, while the 6-month tenor surged 9 bps in a week and 28 bps in a month, signaling 

tighter conditions and reduced prospects of early-2026 rate cuts. 

 

Across the government bond curve, yields climbed steadily. The 1-year rate rose 7 bps for the week and 29 

bps for the month, while the 3-year jumped 10 bps weekly and 40 bps monthly highlighting increased 

repricing around medium-term inflation risks. Longer maturities also edged higher, with the 10-year up 5 

bps for the week and 37 bps over the month, and the 15-year up 3 bps and 35 bps respectively. 

 

Overall, the curve steepened modestly, pointing to persistent inflation concerns and expectations that 

policy rates may remain elevated for longer. 
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Exhibit 13: Bank Bill Swaps 
 

 
 

 

 

US Credit Market 

 

Signs of stress are emerging in US credit markets as investors grow increasingly cautious about economic 

growth and the sustainability of the AI investment boom. While markets are far from panic, risk premiums 

across investment-grade and high-yield bonds have risen toward multi-week highs, signalling subtle but 

broad-based unease. The shift in sentiment became clear when investors withdrew roughly 40% of orders 

from several corporate bond deals once final pricing was released, an unusually sharp attrition rate in a 

market where drop-offs typically hover around 20%. One investment-grade deal was even pulled entirely, 

highlighting deteriorating demand. 

 

Money managers say a global market malaise, already pressuring equities, is flowing into credit. The S&P 

500 has fallen for four straight days, while many of 2025’s high-flying tech names have stumbled as 

investors begin questioning whether artificial intelligence can justify its enormous hype and capex 

demands. Concerns are also raising that bond yields are not fully reflecting underlying growth risks. 

 

The caution is amplified by an extraordinary surge in big-tech borrowing. Hyperscalers have issued US$121 

billion in high-grade US-dollar bonds this year, far above the ~$28 billion annual average of the past five 

years, with US$81 billion issued since September alone. Investors are now questioning which AI leaders will 

ultimately generate returns, and which may over-invest.  

 

Monday’s Amazon US$15 billion bond sale illustrated this dynamic: peak orders of US$80 billion collapsed 

to US$47 billion after pricing, a more than 40% drop. 

 

Market stress is also evident in lower-rated credits. CCC-rated bond yields climbed to 10.38%, the highest 

since August, and high-yield CDS indices weakened to multi-month lows. A recent Applied Digital bond 

dropped to 94 cents on the dollar before partially rebounding. 

 

 



 

 

20 

©YieldReport 2025                                                  www.yieldreport.com.au 

Despite these pressures, average high-grade spreads remain tight at 83 basis points, well below the decade 

average of 117 bps. For many investors, that’s the problem: valuations appear too rich relative to evolving 
macro and AI-related risks. As PineBridge’s Michael Kelly put it, “we’re getting paid so little on spread… in a 
technologically turbulent and rapidly changing world.” 

 

Exhibit 14: US Credit Spreads 
 

 
 

 

Listed Notes 

 

This week, the ASX-listed floating rate notes market showed mixed movements across major issuers. 

Here’s a quick snapshot of key performers: 
 

 Centuria Capital (C2FHA): Trading margin slipped by -0.88%, with a notable -3.57% weekly change, 

closing at $102.48. Despite the dip, the running yield remains strong at 7.55%, making it attractive 

for yield-focused investors. 

 

 Australian Unity Series D (AYUHD): Margins held relatively steady with a 1.55% trading margin, 

though the price softened to $99.30. The running yield sits at 5.61%, appealing for conservative 

portfolios. 

 

 Australian Unity Series E (AYUHE): Longer maturity bonds (Dec 2028) saw a slight margin uptick 

to 1.65%, closing at $100.99. Yield improved to 5.85%, signaling stability for long-term investors. 

 

Key Takeaways For Investors: 

 

 Yield Advantage: Centuria Capital continues to lead with a 7.55% running yield, despite short-term 

price pressure. 

 Diversification Opportunity: Australian Unity bonds offer moderate yields with varying maturities, 

ideal for laddering strategies. 

 

 Market Trend: Overall, trading margins remain tight, suggesting steady demand for floating rate 

instruments amid interest rate uncertainty. 
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 ETFs 
 

Australia – Defensive Strategies Return as Crypto-currency Sell-Off Intensifies 

 

The Global ETF landscape for the week ending November 21, 2025 witnessed another abrupt sentiment 

shift, with inverse equity strategies and defensive sectors outperforming while cryptocurrency exposures 

endured their third consecutive week of severe declines, and thematic growth strategies faced broad-

based weakness. 

 

Performance 

 

For the week ending November 21, 2025, the Global X Ultra Short Nasdaq 100 Complex ETF (SNAS) led 

weekly returns with a 7.9% gain, followed by Betashares Australian Equities Strong Bear (BBOZ) at 5.8% 

and Betashares US Equities Strong Bear HF - Hedged (BBUS) at 4.2%. Global X S&P Biotech ETF (CURE) 

posted a solid gain of 4.1%, while Betashares Strong US Dollar Hedge Fund (YANK) and defensive 

healthcare exposures like iShares Global Healthcare ETF (IXJ) and VanEck Global Healthcare Leaders ETF 

(HLTH) also performed well above 2.5%, indicating a pronounced risk-off sentiment. 

 

On the downside, cryptocurrency ETFs experienced catastrophic declines for the third consecutive week, 

with Global X 21Shares Ethereum ETF (EETH) plunging -13.9%, Monochrome Ethereum ETF (IETH) falling -

13.4%, and Global X 21Shares Bitcoin ETF (EBTC) dropping -12.9%. Multiple bitcoin ETFs saw double-digit 

losses, including Monochrome Bitcoin ETF (IBTC) at -11.8% and DigitalX Bitcoin ETF (BTXX) at -11.8%. 

Thematic growth exposures also struggled significantly, with Global X Hydrogen ETF (HGEN) declining -

9.9%, continuing its sharp reversal from earlier strength. 

 

Year-to-date, Betashares Global Gold Miners ETF (Hedged) (MNRS) maintained its leadership position at 

111.8%, closely followed by VanEck Gold Miners ETF (GDX) at 108.8%. Over a 12-month horizon, GDX led 

with 97.6%, followed by MNRS at 95.7% and ACDC at 60.1%, while bearish ETFs such as SNAS and BBUS 

remained deep in negative territory with losses around -30%. 

 

Flows & Turnover 

 

Weekly flows showed exceptional activity in U.S. equity exposures, with iShares Core S&P 500 (IVV) 

recording a substantial inflow of A$161.7 million—the largest weekly inflow observed—followed by iShares 

Enhanced Cash ETF (ISEC) at A$117.1 million. Japanese equity exposure attracted capital with iShares MSCI 

Japan ETF (IJP) seeing inflows of A$56.6 million, while Australian resource and small-cap exposures also 

drew interest. Conversely, technology-focused Betashares NASDAQ 100 (NDQ) experienced a significant 

outflow of -A$16.4 million, while BBOZ saw redemptions of -A$18.8 million as investors unwound bearish 

positions despite the weekly gain. 

 

Vanguard Australian Shares Index ETF (VAS) continued to dominate 12-month inflows with A$4.08 billion, 

unchanged from prior weeks, followed by VGS at A$2.38 billion and 

A200 at A$2.00 billion. iShares Core S&P 500 (IVV) strengthened its 12-month position with A$1.53 billion 

in cumulative flows. Vanguard Global Aggregate Bond Index (Hedged) ETF (VBND) and VGAD maintained 

strong 12-month inflows exceeding A$1.4 billion each. 

 

In terms of turnover, VAS maintained its dominance with weekly average daily turnover of A$67.0 million, 

followed by iShares Core S&P 500 (IVV) at A$63.6 million and Betashares Australia 200 ETF (A200) at 
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A$42.5 million. Betashares Australian High Interest Cash ETF (AAA) saw turnover of A$36.4 million, while 

Betashares NASDAQ 100 (NDQ) recorded A$32.1 million, reflecting heightened volatility in technology 

exposures. 

 

The week highlighted a pronounced flight to defensive positioning and quality U.S. equity exposure amid 

continued cryptocurrency market distress, with investors rotating away from high-growth thematic 

strategies. Cash and core equity exposures dominated flows as market participants sought stability amid 

elevated uncertainty. 
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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. 
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