
It’s the greatest feeling of the 
week … that Friday feeling!
But before that … the FOMC voted 
unanimously to lower its benchmark Fed 
Funds rate by 25bps to a 4.50%-4.75% 
range.

The key takeaways from the statement 
were, “The risks to the Fed’s goals remain 
roughly in balance. Labor conditions have 
generally eased. Inflation has made progress 
toward the committee’s 2.0% objective 
but remains somewhat elevated. The 
committee judges that the risks to achieving 
its employment and inflation goals are 
roughly in balance. The economic outlook is 
uncertain, and the committee is attentive to 
the risks to both sides of its dual mandate.”

The BoE sticks to the plan!
Following its August rate cut and 
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September hold, the BoE played to 
expectations cutting its key interest rate 
by 25bps to 4.75%. 8 members voted for 
the cut with 1 dissenter preferring to 
hold rates steady. With UK inflation now 
at 1.7%, BoE Governor Andrew Bailey 
add, “We need to make sure inflation stays 
close to target, so we can’t cut interest rates 
too quickly or by too much. If the economy 
evolves as we expect it’s likely that interest 
rates will continue to fall gradually from 
here.” 

The Swedish Riksbank cut its key policy 
rate by 50bps to 2.75% overnight, 
although the Norwegian Norges Bank 
left its key policy rate unchanged at a 16-
year high of 4.50%.

The US releases prior to the Fed 
announcement painted a dour picture 
after initial claims increased by 3k to 
221k while continuing claims increased 
by 30k to 1,892k. The prior September 
number also revised higher by 10k. Q3 
non-farm labour costs increased by an 
annualised 1.9% with the Q2 number 
also revised higher to 2.4%, while the 
Q4 Atlanta Fed GDPNow forecaster was 
upgraded from 2.4% to 2.5%.

German Chancellor, Olaf Scholz, fired 
his Finance Minister, Christian Lindner, 
and that he would bring a vote of 
confidence to the German parliament 
on 15th January. If he loses this vote, 
the Federal President will then have to 
call a snap elections within 2 months. 
German industrial production fell 2.5% 
in September, to be down 4.6% on the 
year while Eurozone September retail 
sales firmed 0.5%. ECB Member, Yannis 
Stournaras, confirmed, “If Trump does 

what he says on tariffs, it will have a 
negative impact on European economy,” 
while his colleague, Klaas Knot, added, 

“Increased trade barriers will create more 
economic risks.”

The data out of China was positive after 
export growth surged by 12.7% in the 
year to October to reach a 27-month 
high of USD309.1bn. It was the 7th 
consecutive month of shipment growth 
and a significant increase on Septembers 
5-month low of 2.4%.

RBA Governor, Michele Bullock, 
announced, “It’s premature to assess the 
impact of the US election outcome and too 
early to assess tariff implications. We are 
monitoring global developments, prepared 
to move accordingly. China’s stimulus plans 
are a positive for both China and Australia,” 
while colleague, Christopher Kent, added, 

“There are higher US deficits in prospect, 
along with higher rates and higher inflation 
than otherwise expected. Large tariffs on 
China could have an adverse impact on 
Australian exports.”

What it all means …
… the Feds 25bps rate cut saw a 

continuation of the weakening USD-
trend that started late in our time zone 
yesterday. The NZD and AUD with the 
main beneficiaries rallying 1.3% and 1.4% 
respectively. To a large extent, the USD 
move was a reflection of both weakening 
US bond yields, with the 2 and 10-years 
falling 6bps and 9bps to 4.22% and 
4.35%, and due to profit taking following 
the outright election result. Equity and 
commodity markets also had positive 
sessions.  
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