
Here’s an interesting point …
When the US government officially 
entered its shutdown on 1-October, the 
general feeling was that it would subtract 
about 0.1%-0.2% from annualized GDP 
growth in the 4th quarter for each 
week the shutdown lasted ... and its now 
entering its 4th week! This shutdown is 
the 2nd longest on record, and if it lasts 
past 4-November, it will be the longest 
on record, with talk turning to more 
permanent, lasting damage to the US 
economy amid concerns of weakening 
consumer confidence and a slowing in 
consumer spending. The good news is 
that tonight there will be the delayed 
September CPI release … although it is 
expected to show a spike in US inflation 
from 2.9% to 3.1%.

The big news overnight …
… was the announcement from the US 
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administration to impose new sanctions 
on Russia’s two biggest oil companies, 
Rosneft and Lukoil, citing stalled Ukraine 
peace talks. The US also urged major 
Russian crude buyers India and China to 
scale back purchases.

Oil prices rallied 5.3% on the news … 
now call me a cynic but wasn’t there an 
announcement 2 days ago that the US 
was going to buy 1 million barrels of oil for 
their strategic petroleum reserves … that 
will look good on the mark-to-market! 

The EU also announced a fresh round of 
sanctions against Russia including a ban 
on Russian liquefied natural gas (LNG) 
imports.

Other commodity moves of note saw 
copper continue its recovery from its 
August low, rallying 2.2% on continuing 
supply concerns after 80 miners were 
trapped in a partial mine collapse in 
the Dominican Republic. This follows 
on from the deadly mudflow accident 
at Indonesia’s massive Grasberg mine 
and the recent disruptions at Codelco’s 
El Teniente copper mine in Chile. The 
bounce back in metals saw silver prices 
bounce back, rallying 1.25%, while gold 
gained 1.0%.

Equity markets were broadly positive, 
rallying 0.5%-1.0%, and with the US banks 
reaping big profits, it’s not too surprising 
to hear that Wall Street bonuses are 
expected to reach new heights this year! 
In the world of currencies, the USD-index 
was flat, with the AUD and NZD making 
gains, the EUR and CHF flat, and the 
GBP and JPY weakening. The NZD/USD 
is back at the 0.5750 level, with 0.5765 
shaping up as a key short-term resistance 
level.  The disappointing 5-year TIPs 

auction saw Treasury yields firm with the 
2 and 10-years 4bps higher at 3.49% and 
3.99%.  

The Kansas City Fed’s manufacturing 
index surged to a 3.5-year high, jumping 
from 4 to 15 in September. 

China vowed to significantly increase 
its level of technological self-reliance 
incorporating tech upgrades, security, 
and domestic demand over the next 
5-years. 

The Bank of Korea left its key cash 
rate unchanged, with a bias remaining 
towards further easing.

At least my mortgage isn’t funded via 
a Turkish bank ….  the Central Bank of 
Turkey cut its key one-week repo rate by 
100bps to 39.5%, as was expected. They 
also reduced their overnight lending 
rate to 42.5% and the borrowing rate to 
38.0%.

Someone is racking up their air 
miles …
So they can get those upgrades when 
they step down! After his quick jaunt 
to the Middle East last week, the White 
House has announced President Trump 
will be in the Far East next week, meeting 
with new Japanese PM Sanae Takaichi, 
China’s President Xi, and South Korean 
PM Kim Min‑seok.

This is all very Soprano-ish! The FBI has 
arrested more than 30 people, including 
an NBA coach and senior players, in a 
gambling and ‘sports rigging’ operation 
linked to multiple major crime families … 
you know what they mean when they say 

‘major crime families!’ 
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