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Musings

Last week in the markets

News from the markets

“Success is not final; failure is not fatal: It is the courage to continue that counts.”

US nonfarm payrolls surged by 254,000 in September, up from a revised 159,000 in
August and better than the 150,000 Dow Jones consensus forecast.

The unemployment rate fell to 4.1%, down 0.1 percentage point, as the survey of
household employment showed an even stronger picture, with a gain of 430,000.

Average hourly earnings increased 0.4% on the month and were up 4% from a year
ago. Both figures were ahead of respective estimates.

— Winston S. Churchill



Job creation tilted strongly to full-time positions, which were up 414,000, while those
reporting part-time work fell by 95,000.

The report eases concerns about the state of the labor market and likely locks in the
Federal Reserve to a more gradual pace of interest rate reductions. 

Futures market pricing shifted sharply after the report, with traders now assigning a
strong chance of consecutive quarter percentage point interest rate cuts from the
Federal Reserve in November and December.

As per the CME Fedwatch tool, 97.4% of the market now expects a 25 bp rate cut at
the next FOMC meeting in November. This is up from 53% a week ago.

Meanwhile, the 10-year Treasury yield has actually jumped since the Fed cut rates
on September 18  . The rate was around 3.6% the day before the Fed cut and is now
approaching 4%.

OpenAI closed a $6.6 billion raise from investors including Microsoft & Nvidia, which
could value the company at $157 billion. The closing of the funds coincides with the
company's ongoing restructuring efforts and executive changes. The AI company
also sought assurances that investors would avoid funding five competing firms,
according to a Reuters report.

Israeli leader Benjamin Netanyahu vowed to retaliate against Iran after it fired about
200 ballistic missiles at Israel, a severe escalation of hostilities between the
adversaries that world powers fear could spiral into a Middle East-wide war. Iran said
its latest move was a reprisal for Israel’s devastating attacks on Lebanon-based
Hezbollah, Tehran’s most important proxy militant group.

Crude oil posted its biggest weekly increase in more than a year on fears that Israel
may decide to strike Iranian petroleum facilities in retaliation for a missile attack.

Euro-area inflation slowed below the European Central Bank’s 2% target for the first
time since 2021 — backing investor bets that interest rates may be lowered more
quickly than previously anticipated. Concerns about the economy, meanwhile, are
on the rise — largely down to the increasingly dire prospects for Germany’s
manufacturing sector.

The EU said it would push forward with hefty tariffs on China-made EVs, even after
the bloc's largest economy Germany rejected them. The proposed duties on EVs
built in China of up to 45% would cost carmakers billions of extra dollars to bring
cars into the bloc and are set to be imposed from next month for five years. The
dispute is its biggest trade row with Beijing in a decade.
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Chinese stock markets in the mainland are due to reopen following the Golden Week
break. Beijing’s announcements of economic support last week have fueled China’s
CSI 300 blue-chip index to rally over 25% in a nine-day winning streak. A longer-term
stock market upturn likely requires a sustained revival in economic growth and a
stable property market. This, in turn, potentially requires a fiscal spending boost
significantly larger than the 1-2% of GDP currently expected

In India, Sensex and Nifty recorded their worst week since June 2022 as they ended
the week with a loss of 4.3% and 4.5%, respectively. The double blow of the Iran-Israel
war and the accompanying spike in oil prices, and China's stimulus package has
unleashed a bear attack on the Indian stock market.

Gulf stock markets also experienced significant declines, with traders reacting to
escalating geopolitical tensions in the Middle East following Iran’s largest military
strike against Israel. 

Chart of the Week
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