
The slightly pessimistic news 
Great to enjoy a national holiday … but  
the scenery looked pretty familiar in my 
front room! 

Looking at the overnight news, the data 
releases were a little pessimistic after 
the Chicago Fed national activity index 
highlighted US economic growth lost 
momentum for a second consecutive 
month, easing to -0.13 in September 
from +0.05 in August. The Dallas’ Fed’s 
general business activity index for 
manufacturing in Texas rose by 10 points 
to +14.6 in October, which was stronger 
than the previous month’s 14-month 
low of +4.6, although the production 
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index, a key measure of manufacturing 
conditions, fell 5.9 points to +18.3. There 
was also a similar theme of pessimism 
from Germany after the Ifo business 
climate index fell to its lowest level since 
April, dropping to 97.7 in October, and 
slightly below market expectations of 
97.9, as supply bottlenecks continued to 
weigh. Furthermore, expectations for the 
coming months were significantly more 
pessimistic while companies’ assessments 
of their ‘current situation’ were also less 
positive. 

BoE member and Professor in Economics 
at the London School of Economics, 
Silvana Tenreyro, announced, “There’s little 
the BOE can do to affect some short-term 
inflation drivers. Domestic cost pressures will 
depend on the evolution of the labour market 
now that the furlough scheme has ended. 
Effects of supply chain disruption should also 
be temporary, but speed of rotation back to 
normal is the key uncertainty.”

And, for those who missed it on Friday 
the RBA Governor, Philip Lowe, sees 
inflation as transitory because “The RBA 
is closely watching a spike in inflation,” 
although he, “does not think the rise would 
be sustained unless it led to sustainably 
higher wages growth.” 

Ahead of next week’s FOMC meeting, 
where the Fed is widely expected to 
begin tapering of its massive bond-buying 
program, traders of short-term interest-
rate derivatives appear to be piling back 
into bets about the timing of the Federal 
Reserve’s first monetary policy tightening 

as trading volumes of Eurodollar futures 
and options topped their 20 day average 
levels on Friday. In saying that though, the 
bond markets are a little more pessimistic 
after the US 2-year yield eased 3.7 bps 
lower to 0.427% while the 10-year 
flatlined at 1.635%

In other market news, equity markets 
made modest gains, as did most 
commodities although oil gave back 
some of its recent gains after the Russian 
oil minister stated he expects demand 
to ease back to 2019 levels in 2022. 
Currencies were largely quiet, flatlining 
with last week’s closes. 

Just a thought …
Now here’s something for you to think 
about, Auntie J., … South Korea’s Vice 
Finance Minister has announced he 
will cut taxes to ease the burden on  
consumers in response to surging prices. 
That would definitely ease some of the 
inflationary pressures in our pipeline … 

Mastercard will allow banks to offer 
cryptocurrency rewards on their credit 
and debit cards as part of the payment 
network’s recent embrace of digital 
currencies. 

Nissan Motor will slash planned global 
production for October and November 
by 30%, no doubt due to semiconductor 
shortages.

Stay safe, stay dry, and hey, let’s be careful 
out there!
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