
GDT Slide Continues
Last night’s GDT index saw the 7th 
consecutive decline with 10 out of the 
last 12 GDT auctions being negative 
as supply has increased both locally 
and internationally. The losses were 
across the board with the notable losers 
included Butter and WMP which fell 7.6% 
and 1.9% respectively, while the headline 
index fell 3.0% with the index down 
almost 20% from its peak earlier this year.

RBA remains cautious
The RBA released the minutes for the 
meeting held 3-4 November. The Board 
identified three key considerations for 
monetary policy: the implications of 
the recent rise in inflation, the outlook 
for the labour market, and whether 
monetary policy was still restrictive or 
not. Members noted that the September 
quarter CPI figure was higher than 
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expected, although some part of it was 
likely to be temporary, however some 
components pointed to the possibility 
that the rise in inflation could prove 
persistent and imply that there was less 
capacity in the economy than previously 
judged. The Board noted that although 
a wide range of indicators suggest 
that the labour market was still a little 
tight, forward-looking indicators were 
consistent with employment growing 
over coming months and that the 
emerging recovery in economic activity 
would help to support employment 
growth if sustained. Information 
received since the previous meeting in 
September increased the probability of a 
more gradual easing cycle, with inflation 
expected to be above target before 
returning to slightly above the midpoint 
of the target range by 2027. As a result of 
these considerations, the Board made no 
change to cash rate target of 3.60%.

In the Land of the Free
While the US government shutdown 
is over, we will have to wait until Friday 
morning local time to get the much-
awaited non-farm payrolls data for 
September. In the meantime, there was 
another ADP weekly job update which 
showed in the 4-weeks leading up to 
1 November private employers shed 
an average of 2.5k workers, this is an 
improvement from the previous release 
but continues build the case of a slowing 
US labour market. As a result, markets 
have increased the likelihood of a Fed 
rate cut in December to a 50/50 chance. 

One thing that is almost for certain is at 
the Fed’s December meeting Stephan 

Miran is going to vote 50bps cut. 
Unfortunately, his unfaltering desire for 
an outsized cut appears to have done him 
no favour so far with Trump announcing 
that he has started interviewing for the 
Fed Chair, stating, “I think we already know 
the choice for Fed chair” with Miran’s name 
not believed to be on the current shortlist. 

US Equity markets initially saw a 
continuation of this week’s risk-off 
movement, particularly against AI 
stocks, all 3-major US indices have since 
recovered some of their losses but 
remain slightly lower on the day. The 
recovery appears to be partly due to the 
release of Google’s new Gemini 3.0 AI 
model which, looking at the headlines, 
has been well received, leaving many 
impressed. The risk off sentiment drove 
similar moves with US Treasury yields 
initially falling but since recovering with 
the 10-year now 1bps lower at 4.13% 
while the US dollar index is practically 
unchanged at 99.59. The NZD/USD is 
around where it was yesterday at 0.5665, 
while the AUD/USD is slightly stronger 
following the RBA’s comments and is 
comfortably above 0.6500 which has 
pushed the NZD/AUD back below the 
0.8700 level. 

And while ‘bubble chat’ has been almost 
unescapable for a while, the Bank 
of America’s fund manager survey 
highlighted that many may not be 
prepared for a ‘pop’ as cash levels (as a 
% of Assets Under Management) are at 
historically low levels, with BofA stating 

“Cash levels of 3.7% or lower has occurred 
20 times since 2002, & on every occasion 
stocks fell and Treasuries outperformed in 
the following 1-3 months.”
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