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PMI Thursday: First look at October’s numbersMay 8 2014
US consumer prices rose 0.1% in September, above expectations for flat growth overall,
with the annual pace holding steady at 1.7%. Core inflation, that which excludes volatile
energy and food prices, printed exactly the same as the headline reading, a result that
was in line with expectations. While slightly above consensus, both the headline and
core annual readings remain well below the 2.1% and 2.0% highs struck in May this year.
US mortgage applications surged by the most since mid-January last week with the MBA
mortgage market index rising 11.6%. Refinancing jumped by 23.3% while new mortgages
fell by 4.8%. Helping to explain the divergence between the two, the average 30-year
mortgage rate slid 10bps to 4.10%, a level not seen since May 2013.
Canada retail sales slumped in August with a fall of 0.3% reported. The decline, the first
back-to-back drop since mid-2012, was broad-based with sales ex-auto purchases falling
0.3% following a 0.5% slide in July.
The Bank of England MPC voted 7 to 2 in favour of keeping interest rates on hold at their
October monetary policy meeting, the same outcome seen in September. Despite the
split on rates, all members voted unanimously to keep their gilt purchase plan steady at
£375b. In what a proverbial case of David versus Goliath, two committee members saw
current economic conditions as sufficient to justify an immediate rise in the Bank rate.
Record-low rates unbalancing the recovery along with the potential for a wages spike as
the labour market tightened were the reasons cited in their argument. However, most
stated that there was insufficient evidence of prospective inflationary pressures with
slower economic growth, both domestically and abroad, along with signs of moderation
within the housing market justifying their decision. As stated in previous meetings, the
majority noted that a premature tightening in monetary policy might leave the economy
vulnerable to shocks given the already-low level of the Bank rate.

The Day Ahead (AEDT)
The ASX 200 looks set to fall this morning with SPI futures pointing to a decline of 28pts
on the open. While this is a consequence of falls on Wall Street, something many have
attributed to a shooting incident at the Canadian Parliament in Ottawa overnight, unless
we hear news to the contrary that this was something more sinister than the actions of a
lone gunmen, the focus today should be on manufacturing PMI gauges for October from
our two largest trading partners, China and Japan. With global growth clearly a concern
at present, it wouldn’t surprise to the index push back towards breakeven, perhaps even
move into positive territory, should both gauges come in ahead of expectations. On the
contrary, should we get weaker readings, the seven session winning streak seen over the
past two weeks will likely come to an end.
An uneventful session for the AUDUSD overnight with the pair trading in a narrow range
between .8766 to .8815 throughout. As is the case with equity markets, most attention
today will be on the Chinese manufacturing PMI gauge released at 12.45pm with that
print likely to set the tone for the latter parts of the session. Support is located below
.8775, .8766 and .8747 with resistance kicking in at .8800, .8815 and again at .8833.
The NAB Q3 business confidence survey will be released this morning at 11.30am. On the
regional front we’ll also receive flash manufacturing PMI gauges from China and Japan
along with CPI readings from New Zealand and Singapore. Understandably given their
title as the world’s largest manufacturer, all eyes will be on the Chinese manufacturing
PMI print at 12.45pm with markets looking for a reading of 50.2 in October, unchanged
from what was seen in September.
Data releases this evening include initial jobless claims, manufacturing PMI, Chicago Fed
national activity index, FHFA house price index, the Kansas City Fed manufacturing index
along with the latest leading index from the US, manufacturing and services PMI gauges
from the Eurozone, Germany and France, Q2 government debt ratios and consumer
confidence from the Eurozone, retail sales and industrial orders from the UK along with
French business sentiment.
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