
What do you mean, “there’s a 
government that listens”?
And then changes their policies? Not true, I 
hear you say — but it is! The Liz Truss UK 
government capitulated to public demand. 
Or was that social media demand? Anyway, 
they backtracked on their decision to 
abolish the 45% tax rate, but the issue 
remains — with the other tax cuts in 
place, and the energy cap receiving public 
approval, the UK treasury still has to issue 
an enormous amount of new bonds to fund 
their deficit, which has seen Standard & 
Poor’s cutting its AA outlook rating on 
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British sovereign debt to ‘negative’ from 
‘stable.’

And there was more of the ‘bad news is 
good news’ ideology as equity markets 
rallied after US ISM manufacturing PMIs 
unexpectedly fell to 50.9 in September, 
from August’s 52.8 and market forecasts 
of 52.2. New orders and employment 
declined while price pressures were their 
lowest since June 2020. This weakness 
contributed to a fall in the JPMorgan 
Global manufacturing PMI index to 49.8, 
from 50.3 in August, which helped to 
alleviate fears of a 75bps hike after the 
WSJ reported, “A string of troubling inflation 
reports in recent days is likely to lead Federal 
Reserve officials to consider surprising markets 
with a larger-than-expected 0.75% interest 
rate increase at their meeting this week.”

Rumours abound that OPEC+ will cut  
oil production by as much as one million 
barrels/day to stimulate the price, which 
worked with crude rallying 5.3%!

With USD/JPY trading just below 145.00, 
the Japanese finance minister Suzuki 
announced, “We are closely watching FX 
moves with a strong sense of urgency. We will 
respond appropriately against sharp FX moves” 
while, a BoJ official confirmed corporate 
firms’ CPI estimates for the next five years 
have hit 2.0% for the first time ever.

Ahead of today’s RBA meeting, and 
tomorrow’s RBNZ, the Melbourne 
Institute’s monthly inflation print reached 

0.5% on the month, and 5.0% on the year, 
while the NZIER ‘Shadow Board’ suggests 

“the RBNZ should raise the OCR by another 
50bps to 3.50% at the upcoming October 
meeting. Shadow Board members highlighted 
those domestic constraints, particularly labour, 
are keeping inflation high.” Which won’t help 
all those that borrowed, after the August 
NZ personal loan demand spiked in to hit a  
10 month high at over NZD500 million in 
new lending.

Rumours around Credit Suisse continued 
after the CEO’s bid to reassure employees 
and investors backfired when their share-
price fell 12% to a record low while the 
price of credit insurance exploded. 

International bourses advanced, with the 
US markets having a particularly strong 
rally, after investors weighed the possibility 
of a peak in Treasury yields given the dip in 
US manufacturing PMIs. 

This saw the US 10-year yield rally 18bps 
to 3.65% although there should be 
concerns after a report that the three core 
purchasers of US treasuries; commercial 
banks, foreign governments, and the Fed, 
appear to be cutting their holdings after 
estimates suggested commercial banks’ 
collective holdings fell USD60 billion, 
foreign government holdings eased  
USD50 billion, and the Fed’s holdings 
dropped by USD180 billion! The USD  
also had a weaker session, with the NZD, 
AUD and GBP making nice gains, although 
the EUR struggled.   
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