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US manufacturing activity accelerated sharply in October with the ISM’s PMI gauge rising
to 59.0. The reading, the equal-highest level seen since February 2011, was far stronger
than the 56.6 figure of September and expectations for a decline to 56.1. 8 of 10 survey
components registered improvements during the month with new orders, a good lead
indicator for future activity, surging to 65.8, the second-highest level seen since August
2008.
US construction spending fell for a second-consecutive month in September, the first time
this has been seen since early 2013, with a decline of 0.4% reported. The reading, higher
than the upwardly-revised 0.5% drop of August but below expectations for an increase of
0.7%, was led by weakness in public works (-1.3%), primarily in non-residential building,
with private sector construction falling 0.1%, again on weakness in non-residential works.
Eurozone manufacturing activity accelerated slightly in October with Markit’s PMI gauge
rising to 50.6. While higher than the 50.3 figure of September, the result was slightly below
the 50.7 flash estimate released in late October. To view the full report from Markit click
here. To see the performance of the Eurozone’s ‘Big 4, Germany, France, Italy and Spain,
see below for more details.
Germany: 51.4 (Flash 51.8, Prior 49.9, Forecast 51.8)
France: 48.5 (Flash 47.3, Prior 48.8, Forecast 47.3)
Italy: 49.0 (Prior 50.7, Forecast 50.6 – 17-month low)
Spain: 52.6 (Prior 52.6, Forecast 52.3)

The Day Ahead (AEDT)
The Australian stock market looks set to start the session fractionally in the red with SPI
futures pointing to a decline of 3pts on the open. With most of the market focused on a
horse race rather than stocks perhaps it’s best to go to the odds for direction. On seven
of the past ten Melbourne Cups the ASX 200 has finished higher. Of the three that didn’t
all occurred in years of financial crises (2008, 2009, 2011). When it has finished higher the
average gain has been 0.35%. With no crisis looming down the straight a session of wafty
gains on the back if low volumes looks the favourite.
The AUDUSD has fallen heavily yet again overnight, largely on the back of continued USD
strength thanks to ongoing buying in USDJPY, with the pair currently fetching .8682. With
the Aussie already under significant pressure the triple-whammy of major domestic data
at 11.30am, retail sales, international trade and revised labour force numbers, along with
the RBA policy statement at 2.30pm, have the potential to send the pair hurtling higher or
lower depending on their content. While it’s hard to pass judgement on the data side of
things, particularly the labour statistics, I’m not expecting the RBA to take a leaf out of the
Bank of Japan or Reserve Bank of New Zealand policy playbook by making any substantial
changes to their policy statement post the cessation of QE3 in the States. Support is found
at .8678, .8652 and at .8643 with resistance kicking in at .8700, .8720 and again at .8750.
The RBA announce their November monetary policy decision at 2.30pm this afternoon.
Domestic data releases today include retail sales and international trade for September
along with the weekly ANZ-Roy Morgan consumer confidence survey. Markets are looking
for retail sales to have increased 0.3%, up on the 0.1% rate of August, although the trade
deficit is expected to deteriorate significantly to $1.775b from $787m seen previously. As
an added bonus we’ll also receive revised labour force statistics from the ABS, using new
seasonality methods, for the period spanning December 2013 through to September 2013
at 11.30am. Given this essentially replaces the previous data it will likely add to volatility
generated by the retail sales and trade data.
Regional data releases today include Japanese manufacturing PMI, South Korean CPI along
with the latest ANZ commodity price index from New Zealand. Later in the evening we’ll
also receive factory orders, trade and the latest ISM New York index from the States, PPI
and updated economic forecasts from the Eurozone along with construction PMI from the
UK.

Source: Bloomberg

David Scutt
Market Strategist
Twitter: twitter.com/David_Scutt
Web: www.scuttpartners.com.au
To receive this report daily email
the word ‘subscribe’ to
david@scuttpartners.com.au

This report is published solely for informational purposes and has been prepared without taking account of the objectives, financial situation or needs of any specific person who may receive it. Before acting on the information consider the appropriateness of the information, having
regard to the specific person’s objectives, financial situation and needs and, if necessary, seek appropriate professional or financial advice regarding the appropriateness of investing in any securities or investment strategies discussed in this report. To unsubscribe from this report email
the word ‘unsubscribe’ to marketscuttlebutt@gmail.com.

