
Well, that didn’t last long did it!
But I suppose a 45-day stay was always 
going to be ‘sticking plaster’ response 
when major surgery is required to balance 
the US governments books. Ultimately, 
the initial relief rally on open, spurred 
by US lawmakers averting a government 
shutdown, soon lost its legs, and led 
to another sell-off in equity and bond 
markets! Incredibly, with equity markets 

-0.75% to -1.50% lower, bond prices were 
crushed with the US 2 and 10-year yield 
surging an astonishing 6bps and 11bps 
to reach 5.10% and 4.68% respectively, 
and with markets about to enter the Q3 
US corporate reporting season, I suspect 
we’ll start to see the impact of the higher 
interest rate environment start to weigh 
on company performance. Needless to 
say, the USD-dollar index rallied further, 
which saw the NZD, AUD and EUR all
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give up -0.75% to -1.00% against the USD, 
while the pessimism also weighed on oil 
markets, with prices -1.75% to -2.00% 
lower.

In terms of the overnight 
releases …

… the US ISM manufacturing PMI report 
saw some positivity, improving from 47.6 
to 49.0 in September to beat forecasts of 
47.8. While it is important to remember, 
it remains in contractionary territory 
below 50, production and employment 
rebounded. The stronger than expected 
PMI report, combined with robust 
US consumption, saw the Atlanta Fed 
GDPNow 3Q growth forecast remain 
unchanged at 4.9%. In the Euro-zone 
the unemployment rate fell to its lowest 
level on record at 6.4% in August from 
July’s upwardly revised 6.5%. The lowest 
rate was recorded in Germany at 3.0%, 
while the highest rate was observed in 
Spain at 11.5%. The BoJ’s Tankan report 
highlighted manufacturers sentiment 
climbed to 9 in Q3 from 5 in Q2, and 
that Japanese corporates expect CPI 
to remain above the central banks 2.0% 
target for a further 5-years, but it wasn’t 
enough to support the JPY. Finally, at 
the peripheral, UK house prices fell 

-5.3% in the year to September while 
Canadian manufacturing PMIs fell to 
47.5 from Augusts 48.0, pointing to the 
5th consecutive month of contraction. 

To be classified under the heading, ‘at 
least they know what they’re supposed 
to be doing’ Fed member Patrick Harker

stated, “The Fed is working on stable 
prices and maximum employment” while 
Chair Powell added, “The Fed’s focus is on 
healthy economy.” At least Fed Governor, 
Michelle Bowman, added some value 
emphasising, “multiple interest-rate hikes 
may be required to get inflation down.”

I’m not sure whether this is actually 
good or not but ‘rent-a-quote’ JPMorgan 
CEO, Jamie Dimon, announced AI is 
critical for the bank’s future success 
and is already being used at the 
bank. “Your children are going to live 
to 100 and not have cancer because of 
technology, and literally they’ll probably 
be working three-and-a-half days a week.”  

That old romantic Rod Stewart 
said it best …

… when he sung, “Tonight’s the night. It’s 
gonna be alright. Cause I love you girl, ain’t 
nobody gonna stop us now” but, while it 
would be good to snuggle up in front 
of an open fire, the real fireworks will 
be at 4:30 this afternoon with the RBA. 
At this stage the market is pricing in 
a quiet welcome into the roll for new 
RBA governor Michele Bullock with the 
expectation being an ‘unchanged’ verdict, 
although the market is pricing in a further 
25bps hike by next February.
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