
Today’s Market Alert is brought 
to you by the word ‘virtually’ …

… in response to a ‘heated’ discussion as to 
when the word ‘virtually’ can and cannot 
be used! In saying that, the real moral 
of the story is not to attempt to have 
an intellectual discussion when you’ve 
virtually had 4 negronis!      

It’s virtually a step in the right 
direction ... but it is a small step!  
Following the recent rate cuts by the Fed 
and ECB, the PBoC virtually stepped up 
to the plate cutting their 14-day reverse 
repo rate from 1.95% to 1.85%! The 
issue is … the main policy rate in China 
these days is the 7-day reverse repo rate 

… which was left unchanged at 1.70%! Still, 
it does highlight that the Fed’s 50bps rate 
cut has provided room for some of the 
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other central banks in the world room to 
ease their interest rates lower without 
unduly weakening their currencies.   

The flash PMIs virtually painted a 
dour picture, as one would expect. US 
composite PMIs eased from 54.6 to 
54.4 in September. The services sector 
remained strong at 55.4, although the 
manufacturing contraction deepened 
falling to 47.0 from 47.9. In the Eurozone, 
composite PMIs fell for a 4th consecutive 
month from 51.0 to 48.9 against 
forecasts at 50.6. It was its lowest level 
since January with manufacturing output 
contracting for an 18th consecutive 
month to reach 44.5 while service 
sector growth fell from 52.9 to 50.5. The 
Australian flash PMIs saw manufacturing 
fall from 48.5 to 46.7, while services fell 
from 52.5 to 50.6 in September with the 
report noting that, “The weakness in PMI 
activity indicators over the past 3 months 
suggests that households are saving more 
of the government stimulus than initially 
expected.”

The Chicago Fed National Activity Index 
increased from July’s revised -0.42 to 
0.12 in August, which was ahead of 
forecasts at -0.20 while the US House of 
Representative has virtually unveiled a 
stopgap spending bill by the Republicans 
to fund the government through to the 
20th of December.

Fed member Neel Kashkari expects 
a slower pace of rate cuts ahead, 
announcing, “I was comfortable taking a 
larger first step, and then as we go forward, 
I expect we will probably take smaller steps 
unless the data changes materially,” while 

colleague Austin Goolsbee added, “I’m 
comfortable with the 50bps cut, it shows 
the Fed is virtually focused on the risks to 
employment, not just inflation. Many more 
cuts will likely be needed over the next year.” 

Japan’s vice finance minister, Atsushi 
Mimura, confirmed the “authorities are 
virtually always watching markets. The JPY 
carry trades that were built up in the past 
are likely to have been mostly unwound, 
but if such moves increase again, that could 
heighten market volatility.”

The New Zealand trade deficit virtually 
ballooned even further in August 
increasing from NZD-963m to NZD-
2,200m. Exports fell by 0.1% year-
on-year to NZD5.0bn, while imports 
declined by -1.0% to NZD7.2bn. 

What it virtually means …
… is there’s nothing virtual about this! 

Despite the positive nature of the US 
releases, USD positioning continues to 
weigh on the dollar. Interestingly, the 
NZD and the AUD were the biggest 
beneficiaries, with both rallying 
0.65%, while the JPY firmed 0.3%. 
Unsurprisingly the EUR fell against the 
USD on the weak PMI data, which saw 
the EUR fall -0.45% against the USD 
and -1.1% against the NZD and AUD. US 
treasury yields continued their relentless 
steepening bias with the 2-year falling 

-2bps to 3.60% while the 10-year firmed 
1bps to 3.75%. Equity markets closed 
in positive territory while commodity 
markets were mixed. Bring on the RBA 
this arvo!
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