
Non-farm surges, but where 
are the believers?
Friday was all about the non-farm payroll 
release, which saw the US economy add 
531k jobs in October and record the 
index’s highest print in three months, 
and well above the 450k increase the 
market was expecting, as COVID-19 
cases dropped, and employers offered 
higher wages and more flexible hours in 
an attempt to attract workers. Private 
payroll also made solid gains, printing 
at 604k against an expectation of 420k, 
while the overall unemployment rate 
eased to 4.6%, which contributed to 
increases in average hourly earnings, 
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which increased 0.4% on the month and 
4.9% on the year.  

While the non-farm payrolls report 
was solid, it wasn’t strong enough to 
shake anyone out of their beliefs as the 
markets continued to price out rate hikes 
and squeeze bond shorts. This saw the  
10-year Treasury yield fall below 1.50%, 
to close at 1.45%, while the JPY finally 
found some support. The USD also made 
some initial headway, especially against 
the EUR which fell to its lowest level 
since July 2020, but the dollar support 
was short lived with the USD eventually 
closing flat. This saw the NZD/USD and 
the AUD/USD close the session flat. 
Equity markets liked the blend of surging 
employment with a pessimistic interest 
rate outlook, which saw the US bourses 
trade at record highs, with the August 
2020 rally remaining in place. 

All of this led to Kansas City Fed member, 
Esther George, stating “Judging if we’ve 
achieved max employment will be a question 
of whether workers on the sidelines will 
come back over time; that’s likely to happen. 
We will be watching inflation expectations 
and wage inflation. We’re likely to see some 
moderation in inflation.”

There were also a few announcements 
out of China over the weekend. First up, 
their trade surplus surged to a record 
high of USD84.54 billion in October  
from September’s USD57.32 billion, 
easily beating market forecasts of 
USD65.55 billion as exports surged  

27.1% while imports grew at 20.6%. 
Meanwhile, China’s FX reserves 
increased to USD3.218 trillion in 
October, up from USD3.201 trillion in 
September, while Chinese regulators 
have told the local banks to cap their 
wealth management assets at current 
levels. Finally, China’s state planner says 
coal inventory levels are back to normal.

Friday’s RBA Statement on Monetary 
Policy repeated the ‘old mantra’ that they 
will need to see wages growth materially 
higher before they contemplate a rate 
hike, although there was a condition 
this time as any “rate hike will be in 2024 
according to our forecasts, unless conditions 
to hike are met earlier than that.”

Japanese September household spending 
surged 5.0% on the month when just a 
2.8% increase was expected.

Goldman Sachs has recommended 
everyone remain bullish on oil prices and 
that any releases from the US strategic 
reserves will just be a temporary relief 
with the potential to back-fire.

Australian services PMI for October 
increased to 47.6, from Septembers 45.7.

Well done, ‘Black Caps’
Let’s hope the ABs work on those 
handling skills. Stay safe, enjoy the 
weather, and hey, let’s be careful out 
there!
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