
There’s not a great deal to report 
chief!
The USD-index staged a modest recovery, 
although it was a very modest recovery. 
The NZD held on to its recent gains, while 
the AUD eased back to the 0.6600 level. 
The EUR and JPY flatlined.  

US growth concerns, and evidence of a 
deteriorating labour market, have raised 
the possibility of two further rate cuts by 
year end, although it didn’t really impact 
US yields with the 2-year a pip higher at 
3.55%, while the 10-year eased a pip to 
4.09%.

Equity markets were higher, gaining 
0.3%-0.8%, while commodities prices 
eased 1.0%-2.0%.

The Challenger jobs survey saw US-
based employers announced 54k job 
cuts in September, down 25.8% from a 
year ago. Further good news was found 
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in the fact that this is the lowest number 
in 3-months.

Looking at the other releases …

• The Eurozone unemployment rate 
edged up to 6.3% in August, from July’s 
all-time low of 6.2%.

• The Australian goods trade surplus got 
pummelled in August, plummeting from 
AUD7.3bn to AUD1.8bn. Expectations 
had been at for an AUD6.5bn print. 
Exports contracted 7.8% on the month, 
while imports increased 3.2%.

• The other Australian release saw 
August household spending increase 
0.1%. On an annualised basis, spending 
eased from 5.3% to 5.0%.

The Fed’s Lorie Logan announced, 
“Inflation is running above target, trending 

higher. We need to be very cautious about 
rate cuts. We must not ease too much, 
only to have to reverse course.” Colleague 
Austin Goolsbee added, “The immediate 
impact of the shutdown will be on federal 
workers who won’t get paid on time. We’ll 
be flying blind without any economic data 
during the shutdown. We want to be careful 
about overly frontloading rate cuts.” 

Scott Bessent advised that the first 
round of interviews for the next Fed chair 
will be completed next week. 

BoJ Deputy Governor Shinichi Uchida 
reaffirmed the bank’s policy to raise 
rates should the economy perform in line 
with forecasts, stating, “Japan’s economy 
is recovering, despite some weakness. The 
Tankan survey showed business sentiment 
is positive overall as uncertainty over the US 
tariff outlook recedes. Underlying inflation 
is likely to stagnate for some period before 
re-accelerating gradually as inflation 

expectations heighten.”

Japanese bonds fell after yesterday’s 
poorly received 10-year auction which 
saw the bid-to-cover ratio drop to 3.34x 
from September’s 3.92x. The result 
highlighted investor caution with yields 
near multi-year highs as speculation 
builds for an October rate hike, and 
ahead of Saturday’s leadership election.

The FT reported that China is tightening 
restrictions on European telecom 
suppliers Nokia and Ericsson, while other 
rumours suggest the EU has plans to hike 
tariffs on its steel imports to 50%. 

The RBA’s semi-annual Financial 
Stability Review …
Warned that the biggest risks to the 
Australian financial system mostly stem 
from abroad, including, but not limited 
to, elevated asset prices, rising sovereign 
debt levels, and leverage in markets. 
The RBA also highlighted the ongoing 
weakness in China’s property sector as a 
persistent threat.

Domestically, the RBA said the financial 
system remains resilient, with profitable, 
well-capitalised banks and households, 
aided by lower rates and easing inflation. 
Most borrowers are keeping up with 
mortgage payments and have buffers, 
though the drop in mortgage rates has 
pushed home prices to record highs, 
raising bubble concerns.

The report urged banks to bolster 
resilience to cyber and geopolitical risks 
and cautioned against loosening lending 
standards or easing macroprudential 
limits, particularly around high debt-to-
income and investor lending.
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