
Eddie, Eddie, Eddie, Eddie 
Jones … what have you done?
Come back Dave Rennie … all is forgiven!

Being the young person that I am, I 
watched the Young Leaders debate last 
night … and I’ve never felt so ostracised! 
Seriously though, it’s good to see young 
people getting involved with politics … 
although I’m not so sure some of them 
could be classified as ‘young’!   

As far as financial markets are concerned, 
yesterday, and last night, was a bit of a 
damp squid. Once again, the USD-index 
made modest gains although, contrary 
to trend, the NZD rallied against most 
pairs. The USD’s strength was reflected 
by moves in the treasury markets with 
the 2 and 10-year yields firming 1bps 
and 10bps to be at 5.14% and 4.54% 
respectively. And while this may be
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painful, at least it’s not as bad is it was 
42-years ago when the 30-year treasury 
yield reached 15.00% … and no … I wasn’t 
trading that day! Equity and commodity 
prices were mixed, although European 
gas prices surged. 

The highlight of the session was the 
German IFO release, which highlighted 
what we already knew, Germany is 
in trouble after business sentiment 
deteriorated for a 5th consecutive 
month to reach 85.7 in September, from 
August’s revised 85.8. The only positive 
was that it exceeded expectations at 
85.2! To add to the gloom, Germany’s 
housing market is also cracking after 
prices fell by the most in Q2 since records 
began, and are now down -9.9% from 
a year ago. The weakness in Europe’s 
strongest economy saw EUR/USD drop 
below the 1.0600 level for the first time 
since mid-March, which supported ECB 
President Christine Lagarde’s claim 
that policymakers believe the bank’s 
policy rates have reached levels that, if 
maintained for an extended period, would 
significantly contribute to achieving 
the inflation target. Bank of France 
President and ECB member, Francois 
Villeroy de Galhau, also emphasised that 
there was no rush to raise rates further 
stating, “From today’s perspective, patience 
is more important than raising rates further,” 
before adding they are “very attentive” 
to oil prices, but as we approach the 
northern hemisphere winter, perhaps 
he should be concerned with natural gas 
prices which are approaching a 5-month 
high after surging 9% yesterday.

In the US, the Chicago Fed’s National 
Activity Index plummeted to -0.16 in 
August from July’s downwardly revised 
0.07, with all 4 categories making 
negative contributions, while the Dallas 
Fed’s September manufacturing index 
fell to-18.1 from -17.2.

Finally, Moody’s warns that US 
government shutdown would be ‘credit 
negative’.

The recent visit by the Jones family to 
the UK saw retail sales increased by 
30 points in September to reach -14 
following August’s 2-year low of -44.

Liu Shijin, a member of the PBoC MPC, 
announced China has limited room for 
further monetary policy easing, citing 
widening interest rate differentials 
with the US, and should not count on 
macroeconomic policies to revive growth 
announcing, “If China continues to focus 
on macro policies in its efforts to stabilize 
growth, there would be more and more side 
effects. More importantly, we will again miss 
the opportunity for structural reforms.” The 
PBoC was also active in the FX markets 
delivering a firmer-than-expected yuan 
fixing with the yuan midpoint at 7.1727 
compared to Friday’s 7.2980.

Good news, bad news
Yes … the writer’s strike in Hollywood 
has ended meaning TV and movie 
productions can resume. Nooooo … no 
doubt this will mean another season of, 
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