
In the early hours of the morning Chinese PMI results for September were
released, giving us some mixed signals for the world's second-largest
economy. These data points, which are a leading indicator of economic health
in any given region, survey purchasing managers in different sectors to gauge
how businesses are reacting to ever-changing market conditions. 
According to the official government release today, Chinese manufacturing
unexpectedly grew this month, breaking two straight months of declines as a
mix of stimulus measures and easing Covid restrictions helped factories
resume production. The Manufacturing PMI came in at an expansionary 50.1
versus forecasts for 49.4, while non-manufacturing was at 50.6, missing 52.6
expectations.
A separate private survey was also carried out by Chinese media group
'Caixin', which indicated that the country's manufacturing sector registered a
PMI reading of 48.1 in September, down from the prior 49.5. Anything below
50.0 equates to contraction within the sector.
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Market Moves

Equities: Stock markets on the continent are over 1% stronger on
Friday, while London's FTSE100 index is currently following closely
behind. Risk sentiment has picked up slightly after what has been
another relatively difficult week for equity markets.
Equities continue to keep a close eye on bonds, and have followed the
asset class lower in recent weeks. This is a correlation that has been
very strong YTD, and has wreaked havoc on many 60/40 portfolios that
would have traditionally used fixed income as a safe-haven in times of
stock market turmoil.
VIX is still only at $21.25 despite this week's continued volatility, having
reached a 16-week high of $34.88 on Wednesday.
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Currencies: The British Pound has bounced this week, mainly due to the
Bank of England's intervention on UK bond markets following the initial
disorder seen across the nation's markets thanks to PM Truss' mini-budget.
GBP/USD (Cable) is half a percent stronger at the time of writing to 1.118,
almost undoing all losses seen over the past week, while EUR/GBP has moved
back down to 0.880. Sterling in fact is in for its best week since the end of
2020.
Looking ahead: At 10am we are due to get September CPI inflation numbers
from the Eurozone, after seeing individual nations releasing this morning and
yesterday. The headline figure for Europe is forecast at 9.7% y/y with a Core
result of 4.7%. Inflation remains the focus this afternoon - US Core PCE will
come due at 1:30pm today, the figure expected at 4.7% y/y.
Important data points next week will include US Manufacturing and Services
PMIs early in the week, followed by rate decisions from both the Reserve Bank
of Australia and Reserve Bank of New Zealand. OPEC nations will meet
midweek to discuss falling oil prices, and ECB meeting minutes will also come
out. US jobs data in the form of job openings, Non-Farm Payrolls, and the
Unemployment Rate will also be released throughout the week.

Commodities: WTI (at $81.80) and Brent Crude oil (at $87.75) prices
are slightly higher this morning and on the week so far, albeit having
previously seen 4 straight weeks, and also months, of negative trade. 
Attention has been on weakening demand, but will now turn to a
potential supply cut from OPEC when they meet next week. Prices have
been buoyed this morning by a stronger government manufacturing
PMI from China overnight.

UK Politics

German Inflation

Yesterday we saw British Prime Minister Liz Truss break her silence after what
had been a week of chaos for UK financial markets, all triggered by her
announced massive tax cuts. This of course came just one day after the Bank
of England was essentially forced into resuming its bond-buying in an
emergency move to protect pension funds from partial collapse. Truss
blamed the upheaval on Russia's invasion of Ukraine that has caused inflation
to surge around the globe. 
The new PM is now under mounting pressure to change course on her tax
and borrowing plans after a new opinion poll gave Britain's Labour party an
historic lead over the Conservatives. The poll found that Labour now had a 33-
point lead, the largest gap since the 1990s.

Yesterday German CPI inflation for the current month came in at its highest
level in more than a quarter of a century, spurred on by soaring energy prices
that are no longer dampened in the region by relief measures. The
'Harmonised CPI' print (comparable with inflation data from other EU
countries) was 10.9% higher y/y, against forecasts for 10.0%. Germany's non-
harmonised inflation rate was at 10.0% vs forecasts for 9.4%. All eyes will now
turn to the full Eurozone number due out at 10am.


