
Last week had been a bit of a 
slow one …

… as the markets awaited Friday night’s 
US non-farm and employment updates 

… and man, it was worth the wait!  

Non-farm payrolls surged an incredible 
254k for the month, while the August 
numbers were revised 17k higher to 
159k. Forecasts had been at 150k and, 
quite simply, the release was better 
than virtually anyone estimated. The 
lesser known ‘Survey of Household 
Employment’ was an even stronger 
picture, showing a gain of 430k workers, 
while the unemployment rate fell -0.1% 
to 4.1%, and average hourly earnings 
increased 0.4% on the month and 4.0% 
on the year. As far as the ‘soft landing’ 
goes, this is the ‘Goldilocks’ scenario!  
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The strong releases saw financial markets 
unwind a full 25bps rate cut from the 
FOMC’s cutting cycle to now be pricing 
in 3 rate cuts by the 29 January meeting, 
as opposed to 4 cuts as per Friday’s 
pricing. US treasury yields surged, with 
the 2-year gapping 21bps higher to 
3.93%, while the 10-year firmed 11bps 
to be at 3.96%. Interestingly, since the 
Fed cut rates on 18 September, the 
10-year treasury yield has actually 
jumped from around the 3.60% level 
to be just ahead of the 4.00% level! 

The USD had a match lit under it as the 
index surged 0.75% before it eventually 
settled on its key support level at 102.68. 
This saw the greenback have its strongest 
weekly performance against the JPY 
since 2009, while the NZD and AUD 
came under strong selling pressure to 
close just above their key support levels 
with the NZD/AUD now at the start of its 
acquiring zone at 0.9050. The EUR fell 
below the 1.1000 level against the USD 
and could have a touch further to fall. 

Equity markets liked the report, with 
most exchanges adding between 
0.50%-1.25%, whilst commodity 
markets were mixed with Middle 
Eastern concerns adding 1.00% to oil 
prices as they firmed to 5-week highs.  

The best of the rest …
Following on from the announcement of 
stimulus measures a couple of weeks ago, 
overnight the Chinese state broadcaster, 
CCTV, reported a statement from the 

Ministry of Housing and Urban-Rural 
Development stating that the measures 
had been successful already and are 
having success as house sales rose over 
the holiday period. Could this be the start 
of the recovery?

The week ahead!
Well, if you’re in New Zealand, it’s all 
about Wednesday’s RBNZ meeting, 
although it’s only an MPR meeting which 
means there won’t be any Q&A session, 
just the release of the statement. All of 
the local economists are now calling for a 
50bps cut, but with a certain Mr. Orr at 
the helm, your guess is as good as mine!

Internationally, despite Friday’s non-
farms report, the US economy will 
still take centre stage with this weeks 
September CPI inflation report and the 
release of the September FOMC minutes. 
We also have speeches by several Fed 
officials, along with producer prices, 
Michigan consumer sentiment, and the 
latest trade numbers. It’s also the start of 
the Q3 US reporting season. 

From Europe, Germany will report on 
factory orders, industrial production, 
foreign trade, and retail sales, while the 
Euro-zone will also provide their latest 
retail sales number. The UK authorities 
will provide their latest GDP growth 
number and factory activity, Japan will 
update the Tankan index, while we also 
have the latest business and consumer 
confidence reports from Australia. 
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