
The dictators continue to cement 
their powerbases!
First up was Rishi Sunak who was 
appointed as the latest UK Prime Minister 
after challenger Penny Mordaunt 
conceded. But, while markets liked the 
news with the pound steady and gilts 
rallying strongly, which saw the 10-year 
yield fall 31bps to 3.74%, Terra Firma boss 
Guy Hands announced the UK economy is 

“frankly doomed” unless the government 
can re-negotiate Brexit, with the UK “the 
sick man of Europe,” as “the Brexit that was 
done is completely hopeless and will only 
drive Britain into a disastrous economic 
state.”  The data backed up his thoughts 
after UK composite PMI fell to 47.2 in 
October, well below the 48.1 consensus 
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and deeper into contractionary territory 
with the consensus view suggesting the 
UK economy will shrink in Q4.

It was a similar story in China after 
President Xi Jinping’s tightened his grip 
on power by securing a historic third 
term and packing the Politburo with his 
supporters. This represents a move to 
securing political stability over economic 
developments as represented by the 
appointments of the country’s police 
chief and their top spy! We also had the 
delayed release of the Chinese Q3 GDP 
numbers, which improved 0.4% on the 
quarter headlining at 3.9% year-on-
year growth. China also released their 
September trade numbers with exports 
above expectations increasing 5.7% in 
US-dollar terms while imports rose 0.3%.

Euro-zone October PMIs also suggest 
the euro-area economy is headed for a 
recession after the composite gauge 
slumped more than expected to 47.1, 
its lowest since April 2013 with the 
downturn most pronounced in the 
manufacturing sector, especially energy-
intensive sectors. Later in the week, the 
ECB is all but certain to deliver another 
hike of 75 bps with most forecasters 
suggesting Christine Lagarde will 
probably refrain from announcing the 
ECB’s start date for QT. 

It was a similar story in the US where 
the composite PMI declined to 47.3 
in October from September’s 49.5. It 
was the 2nd fastest pace of contraction 
in the private sector since 2009 with 

the exception of the initial pandemic 
period. Service providers also reported 
the 2nd largest output decline in 
almost two-and-a-half years, as rising 
prices and higher borrowing costs 
hit demand while manufacturing 
output grew only marginally. 
Australian manufacturing PMIs increased 
to 50.20 points in September from 49.30 
points in August, barely edging out of 
contractionary territory.

International equity markets tread-water 
ahead of a raft of US earnings after the 
bell. Commodities were steady, although 
natural gas and heating oil rallied as 
we approach winter. Meanwhile bond 
markets were quiet with the US 10-year 
yield up 2 bps to 4.26%. The US-dollar 
rose, with the NZD and AUD each losing 
more than 1.0%. 

For the rest of the week.
As Federal Reserve members enter their 
blackout period ahead of their November 
meeting, the markets will have to focus 
on the data with the PCE deflator and Q3 
GDP being the highlights. We also have 
interest rate announcements from the 
ECB, Bank of Canada with hikes of 0.75 
and 0.50 expected, while we also have 
the release of the German Ifo survey 
tomorrow. Finally, we have the Australia 
budget update and inflation data. 
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