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Rumours of additional ECB monetary easing swept across financial markets overnight
with Reuters reporting that the Bank may start purchasing corporate debt in secondary
market, potentially by early 2015. Sources familiar with the situation stated that the ECB
have already carried out work on such a program with the aim of lowering borrowing
costs for businesses which, in turn, will help support the Eurozone economy. If indeed
the rumours turn out to be true, an ECB spokesperson refuted the claims overnight along
with a separate article in the Financial Times, let’s hope lower borrowing costs are used
for reinvestment purposes rather than additional stock buy backs as witnessed in other
ultra-loose monetary policy jurisdictions of late.
US existing home sales logged their largest monthly percentage increase since June this
year in September with an increase of 2.4% reported. The reading, well ahead of the
1.8% decline of August and expectations for an increase of 1.0%, left the annual pace of
sales at 5.17m, the highest level seen since September 2013. Perhaps explaining the rise
in headline figure, the median sales price fell to$209,700 from $218,400, a decline of 4%,
although prices from a year earlier held in positive territory at 5.6%. On a regional basis
all bar the Midwest (-5.6%) saw sales increase with the largest coming from the West
which recorded a surge of 7.1% following a 4.3% decline in August.
Guy Debelle, RBA Deputy Governor, spoke in Sydney overnight to the CBA's 7th Annual
Australasian Fixed Income Conference. Unlike the October monetary policy released
yesterday, a large component of his speech was devoted to recent developments in the
established housing market, especially towards investors. While no policy implications
came from the speech, not in my mind at least, it is clear the RBA are continuing to focus
on investor activity in housing, be it rightly or wrongly. For those who are interested in
what he had to say, you can access the full speech here.
The Eurozone government debt-to-GDP ratio fell to 90.9% in 2013, a result largely due to
revisions to GDP methodology rather than on any fiscal improvements. Despite being
below the 92.6% level seen previously, the figure was higher than the 89.0% level seen in
2012. Only Luxembourg and Germany recorded surpluses, 0.6% and 0.1%, with Slovenia,
Greece and Spain recording the highest deficits at 14.6%, 12.2% and 6.8% respectively.

The Day Ahead (AEDT)
The ASX 200 looks set to enter ‘seventh heaven’ today with SPI futures pointing to a gain
of 55pts on the open. While a seventh-consecutive day of gains is all but assured, the Q3
CPI print at 11.30am, something that will have to come in benign to continue fuelling
buying in higher-yielding names, will largely determine whether the index will be able to
hold its gains or succumbs to profit-taking in the later parts of trade. Resistance is found
at 5370, 5400 and at 5425 with support kicking in at 5332 and again at 5325.
The AUDUSD has edged lower overnight despite gains in commodity markets with the
pair currently fetching .8782. Unsurprisingly, particularly as it’s only released four times a
year, all attention today will be on the domestic CPI print at 11.30am with a hotter-thanexpected reading likely to send the pair soaring back above the .8800 level. Conversely,
should it print weak, expect the AUD to sink back towards buying interest located below
the .8750 level. Support kicks in at .8775, .8746 and .8687 with resistance located at
.8800, .8822, .8833 and again above .8850.
Australian Q3 CPI will be released at 11.30am. Core CPI is expected to have increased by
0.5%, down from the 0.7% pace of Q2, with the annualised rate also expected to cool to
+2.7% from +2.8% seen previously. Alongside the CPI release we’ll also receive 2 leading
indices, one from the Conference Board and one from Westpac, along with the latest
skilled vacancy report for September. On the regional front Japanese trade figures for
September will also be released.
Data releases this evening include CPI and MBA mortgage market index from the States
along with retail sales from Canada. On the policy front we’ll also get the Bank of Canada
October monetary policy decision, no change is expected, along with the minutes of the
Bank of England’s October MPC meeting. While it is unlikely to contain any hints about
policy, RBA Governor Glenn Stevens will also speak at 8am tomorrow morning.
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