
MARKET 
ALERT

Friday 24 January 2020 | www.bancorptreasury.com

This document has been prepared by Bancorp Treasury Services Limited (“BTSL”). Whilst all reasonable care has been taken to ensure the facts stated are accurate and the opinions 
given are fair and reasonable, neither BTSL nor any of its directors, officers or employees shall in any way be responsible for the contents. No liability is assumed by BTSL, its directors, 
officers or employees for action taken or not taken on the basis of this document.

Misleading jobs data across 
the ditch

Australia posted stronger than expected 
headline jobs data for December which 
will have the RBA slightly relieved as the 
minutes from the December meeting 
indicated a full reassessment of the 
economic outlook in February 2020, 
with labour market developments being 
the key. 

The unemployment rate eased from 
5.2% in November to 5.1% in December 
with the participation rate remaining 
unchanged at 66.0%. Employment rose 
by 28,900 in December, which almost 
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tripled the median forecast for a 10,000 
increase. However, the devil was in the 
detail which revealed that part time 
employment increased 29,200 and full 
time employment decreased 300. Hours 
worked increased 2.3% year on year. 

The employment numbers in November 
and December tracked in line with the 
RBA’s forecasts and could be enough 
for it to pause in February. Headwinds 
remain globally and domestically; 
the virus coming out of China, the 
devastating bush fires that are expected 
to take a toll of GDP and worries about 
underperforming inflation. 

The AUD rallied on the data release 
but quickly retracted those gains as 
the markets dove into the detail and 
discovered the news wasn’t as promising 
as the headline, and also worried 
about the effect of China’s coronavirus 
outbreak on the Australian economy.

ECB

Unsurprisingly, the ECB left its 
interest rates unchanged yesterday and 
committed to maintaining its existing 
monthly bond purchasing programme. 
ECB President, Christine Lagarde, 
underlined her commitment to the 
ECB’s first policy rethink since 2003 
with, “we are going to review a whole host 
of issues” covering “how we deliver, how we 
measure, what tools we have, and how we 
communicate.” 

It will also tackle other considerations, 
such as financial stability, employment, 

and environment stability. The ECB’s 
policy assessment is due by the end of 
2020, so expect to hear plenty of noise, 
but little substance in the coming months.

Elsewhere 

In a warning to governments, IMF 
Managing Director Kristalina Georgieva 
stated, “monetary policy has served us 
well,” but warned that “it can’t be the only 
saviour of global growth. We are keen to see 
governments stepping up on the policy front.”

Meanwhile, Donald Trump continues 
his plan for a second term with Treasury 
Secretary, Steven Mnuchin, letting slip 
that he is putting together another tax 
cut package, this time aimed at the US 
middle classes, even though the US is 
running a trillion dollar budget deficit 
and national debt is in excess of  
USD23 trillion. 

While Mnuchin acknowledged that 
government spending needs to slow, he 
maintained the White House line that the 
tax cuts will pay for themselves through 
economic growth.

In China, two more large cities were put 
on lockdown by government authorities, 
expanding the total to three in an 
unprecedented experiment to try to 
contain a fast spreading coronavirus. 

The main Shanghai stockmarket index 
fell 2.8% yesterday, its biggest daily fall 
since May, another sign of market nerves.   
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