
All eye’s will be on the RBNZ at 
2:00pm this arvo …

… but apart from that, the minutes from 
the RBA’s September board meeting 
highlighted, “The Board discussed 
scenarios for lowering and raising 
interest rates in the future. Scenarios for 
lowering, holding, and raising rates are 
all conceivable given the considerable 
uncertainty about the economic outlook. 
Board members felt not enough had 
changed from previous meetings, and that 
the current cash rate best balanced risks 
to inflation and the labour market. Policy 
will need to remain restrictive until Board 
members are confident inflation is moving 
sustainably towards the target range.”

We know the RBA and RBNZ are in 
constant communication, well, they 
used-to-be before Mr. Orr joined, but 
if the RBNZ is equally concerned 
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about the “considerable uncertainty 
about the economic outlook,” does 
it mean they will only cut 25bps?

Australian business confidence improved 
from -5 to -2 in September, while the 

‘own business’ outlook firmed from 4 to 7. 
There was also a positive in that consumer 
sentiment improved by 6 to 89 … yes, it is 
still negative, but it is at a 2.5-year high.

The US trade deficit narrowed to a five-
month low falling from USD78.9bn 
to USD70.4b. Imports declined 0.9% 
to USD342.2bn while exports rose 
2.0% to a record USD271.8bn. US 
economic optimism continued its 
4-month trend higher increasing by 
0.8 points to 46.9, while small business 
optimism increased from 91.2 to 91.5.

St. Louis Fed President, Alberto Musalem, 
announced, “More rate cuts are likely given 
the economic outlook. My personal rate 
outlook is above Fed’s median view. The 
current policy path is still appropriate 
despite the jobs data.” Atlanta colleague, 
Raphael Bostic then added, “The labour 
market has slowed down, but is not slowing 
or weak. Monthly job creation is above 
what is needed to account for population 
growth. There’s a risk that the economy is 
too strong and that could hamper policy 
recalibration,” while Adriana Kugler 
went even further stating, “I will support 
additional rate cuts if the progress on 
inflation continues as expected. If downside 
risks to employment escalate, cutting 
rates more quickly may be appropriate.”  

ECB central banker, Joachim 
Nagel, announced, “Inflation is on 
the decline, but we must remain 
vigilant due to high core readings.”

Japanese wages grew 3.0% in the year 
to August, against expectations at 3.1%, 
but on an inflation adjusted basis, they 
fell -0.6%. Household spending fell -1.9%.  

Last night was all about 
consolidation …

… after the high levels of volatility we’ve 
seen over the last couple of sessions. 

The US treasury auctioned off USD58bn 
of 3-year notes at a high yield of 3.878%, 
verse 3.871% prior. There was a 0.7% tail 
with a 2.44x bid/cover ratio against the 
6-month average at 3.57x. Interestingly, 
while the domestic demand increased 
by 5%, international purchases dropped 
by 10%. While there were some positive 
and negatives from the auction, the on-
the-runs were relatively stable with the 
2-years -3bps lower at 3.97% while the 
10-years was flat at 4.03%. 

The USD-index is at an interesting 
junction with it testing, and holding, 
above support levels. This implies it could 
be preparing itself to test its 2-month 
high, which would appeal to NZD and 
AUD exporters. So far this month, the 
NZD has fallen -2.5% against the USD 
while the AUD has fallen -2.0%.  

USD equity markets are closing in 
positive territory, the European bourses 
were negative, while the Chinese 
markets, which reopened after last 
week’s national, saw the Shanghai 
Shenzhen CSI300 index rally 9.2%. Since 
China announced its economic stimulus 
bazooka 3-weeks ago, their stock market 
has now surged 35%!
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