
Well … that wasn’t much of a 
weekend!
12 hours of my most hated passion … 
gardening! The theory is that if I break 
the back of it in Spring, it takes care of 
itself for the rest of the Summer … but 
we all know that’s not realistic! And I 
won’t mention the ‘debate’ as to where 
I was supposed to dispose of the grass 
cuttings!  

The USD bears felt some pain!
In what was a perfect storm for the USD, 
rising trade tensions between the US and 
China saw safe haven flows into the USD. 
Amid an undercurrent of retaliatory 
threats, President Trump announced new 
tariffs of 100% on imports from China 

“over and above any tariff that they are 
currently paying,” adding that “the US tariff 
action is based on China’s export controls. 
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The US will also impose export curbs on 
critical software to China.” China defended 
itself stating it’s “not afraid of trade war,” 
accusing the US of “double standards” and 
defended its new export controls on rare 
earths as a “legitimate” measure under 
international law, adding “China’s position 
on the trade war is consistent: we do not 
want it, but we are not afraid of it.”

USD bears, including the likes of 
Goldmans, JPMorgan and Morgan 
Stanley, will all be feeling the pain on 
their mark-to-markets after the USD-
index spiked towards the 99.50 level. 
Interestingly, the AUD felt most of the 
pain opening this morning at 0.6475, 
while the NZD/USD is tentatively 
holding above key support in the 0.5725-
0.5735 region. The JPY found some 
support after talks between Japan’s 
ruling coalition partners, the LDP and 
junior coalition partner Komeito ended 
without agreement. This saw the JPY 
rally, along with the CHF, with USD/JPY 
falling from above the 152.00 level last 
week to 147.50, while USD/CHF fell a 
cent to around 0.8000. This morning’s 
open has seen a modest recovery amid 
the suggestion China’s export controls 
are not a ban on exports, and that China 
is willing to strengthen dialogue to better 
maintain pricing and supply chains.

US treasury yields also benefited from 
safe haven flows, with the 2-years falling 
9bps to 3.51% while the 10-years fell to a 
3-week low, plummeting 11bps to 4.04%. 
Equity markets were a ‘sea of red,’ wiping 
out last week’s gains … and then some … 
with the S&P500 falling 2.7% while the 
NASDAQ was crushed a mind-blowing 

3.5%! The European bourses were 
1.0%-1.5% lower. Commodity markets 
also sold off on the threat of a trade war 
with copper plummeting 6.0% while oil 
futures fell 4.0%. Gold prices rallied 1.0% 
to close above the USD4.000 level, while 
silver continued to outperform rallying 
1.5%.

The University of Michigan’s consumer 
sentiment index for the US came in 
at 55 in October, virtually unchanged 
from 55.1 in September and above 
expectations at 54.2.

The week ahead …
With the US Federal shutdown about to 
enter its 3rd week, it would appear we 
are no closer to a resolution! This means 
a continuing void of US governmental 
releases so, at least from a US 
perspective, the focus will turn to equity 
markets as we start the US reporting 
season, with the bank releases viewed as 
a proxy for the state of the US economy. 
Beyond that we also have industrial 
production, the NAHB housing market 
index, and the Philadelphia Fed and 
New York Fed manufacturing surveys. 
In China, attention will turn to trade, 
inflation, and banking activity, while in 
Europe, investors will watch Eurozone 
industrial production, the final inflation 
print, Germany’s ZEW sentiment index, 
and UK labour market and GDP data. 
Australia will provide an update on their 
employment numbers alongside the RBA 
minutes, while in NZ we have business 
services PMIs, housing, and food inflation. 
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