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Five things you need to know
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The European Central Bank is set to lower interest rates for a second

meeting on signs the retreat in inflation is being accompanied by a
weaker economy. It’s a different story in the US, as we explain below.
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Taiwan Semiconductor raised its revenue outlook, reassuring investors

about chip demand in the wake of ASML’s disappointing earnings.
TSMC is up 6% in US premarket trading.
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US stock index futures gain. Blackstone, KeyCorp and Albertsons report

earnings today. Netflix scheduled to release after the close. All eyes are on
whether it can keep growing revenue at breakneck speed.
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China's much-anticipated briefing on property market stimulus fell short

of expectations. The stock market slumped into a correction.
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In Europe, earnings are a mixed picture: Nestle cut its profit guidance,

Nokia’s sales missed estimates and Swedish industrial powerhouse ABB

raised its margin outlook.
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Inflation’s last mile
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Markets are sending a clear signal that the war against US inflation isn’t

over yet.
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Gold has soared 30% this year and is on the cusp of reaching $2,700 an

ounce. A measure of long-term expectations for consumer prices, called
the Treasury breakeven rate, climbed steadily over the past month and
now stands around 2.3% — above the Federal Reserve’s target.
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Market's Long-Term Inflation Expectations Are Rising
Lower borrowing costs, Middle East tensions are fanning concerns
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Note: Average rate of inflation over a five-year period, five years from now. Bloomberg

“There is a bubbling sense that the absolute conviction of inflation
returning to 2% might be more faith than fact,” says TS Lombard
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economist Steven Blitz.
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To be sure, most investors don’t expect the economy to face another big
spike in price pressures. Treasury markets are calm, the
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ECB is about to cut rates again and the UK consumer price index recently
fell below 2%. But skeptics warn that inflation will be harder to vanquish
than people realize — the so-called “last mile problem.” Here are some of
the reasons behind that thinking:
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Gold Breaks New Records
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 The US economy is strong. Today’s retail sales report is likely to show
resilient consumer spending. There’s even some talk among strategists
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that the Fed may hold off on cutting rates, though the consensus is for at
least one more reduction this year.
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Conflict in the Middle East. While oil prices have fallen back to the $70
a barrel mark, there’s still a risk that fighting between Israel and
Hezbollah spirals into wider regional warfare and could disrupt energy
supplies.
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US CPI topped expectations. The so-called core index — which
excludes food and energy costs — increased 0.3% in September,
disrupting a string of lower readings. Some have said that’s a hint at
underlying pressures.
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There’s excess liquidity. Corporate profits have been a primary driver
of wages and prices in this cycle, writes Bloomberg strategist Simon
White. He cites a measure of excess liquidity — real money growth minus
economic growth — that’s been surging as another inflation indicator.
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Donald Trump might win the White House. The Republican candidate
has put steep tariffs at the center of his economic agenda. Goldman Sachs

estimates that those policies would add about 1 percentage point to the
US inflation rate.


https://links.message.bloomberg.com/a/click?_t=f574328d4d0c4c359b90d8e49b10e21d&_m=8c79f0bbfb9c4b659ae298312f292907&_e=-DiHTnPG89oJQ2hx1h8cx7GvlKWNSrfeCtU4R-497_dMVyITcdApAJevHD2nWGjYKVPV_HSiAQl10JQCoJ_c4vr--INe9Nu8K-HZ5pBo2QIZlJHL_bcJrAskICka1iYitjeel1IDVEwkEyk9w8GC3H7KxhMfcKge-Re7hm5O9Y9mMiNaz2pFMYP7yAygCPjBAVNXJrZey7iHMCZI_p9oUa6wV_UM1IeisNN_2jbeBlEfx1ROGSviL2JcQWDf-7sNKgAvzH3DLW3s6XKmj4vAWo6BTXOG-cICY9wf19-95mK5RlGqLyLrgquoPcMZIDS0lP4f_raqeQichhjFZKSzOcSG9ZHVNuJs_-zfpMzj56rf1Qr83a_Dy61I_duRLdqEHIGHmlxWkKlyD4oNJxBAXqXBWwxisL279VDlSM8EvupaQUod4a5S6od5ztHdXuF3BPTp0A1hCTU-RI_X1NoBrUBNz7YrZRazn33gHxgfluM%3D

BARHERESRERE. XAILHEREA O SR Bl b H
LRI G R, X BB 5E E @Ak R N4y 1 4~ H 20
o

/vy O

Or it could be Kamala Harris. There’s another argument that a

Democratic administration would be inclined to boost government
spending and drive up the national deficit. Though, polls pointing to a
split Congress suggest whoever wins the presidency will be limited in
their agenda.
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In summary: “While market participants are cheering central banks
going into full cutting mode, some of us are indeed staring at our screens,

concerned,” wrote investors at Man Group this week. “The inflation genie
has not quite been pushed back into its bottle.” — Alice Gledhill
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Eurex' STIR product suite offers you flexible hedging opportunities at the short-
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On the move

e

Traders will be furiously googling “sustainable aviation fuel” this
morning. Gevo, which was a penny stock a few months ago, is

soaring about 40% in premarket trading after the US Energy Department
offered it billions in financing for biofuel projects.
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Shares in Biofuel Producer Gevo Have Rallied Over Past Month
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Expedia gains 6.7%. The FT reports that Uber explored a possible bid for
the travel-booking company. Uber CEO Dara Khosrowshahi previously
held the same job at Expedia, and he remains on the board.
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Oil bears 3HEE

Even as oil prices swirl amid the turmoil gripping the Middle East, many
traders have remained resolutely pessimistic about the market outlook for

next year.
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The bearishness stems from a belief that supplies will exceed demand in
2025, with increases from outside the OPEC countries playing a major
role. The pessimism is reflected in the equity market too: Oil stocks are
the worst-performing sector in the S&P 500 this year. Stoxx Europe
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600 Index heavyweights from BP to Repsol have fallen 10% or more.
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Non-OPEC Supplies Should Surge Next Year
All three agencies expect at least 1 million barrels a day of growth

HIEA MEIA © OPEC
us

Brazil
Canada
Norway
Guyana

China

Argentina

Qatar

UK

India
Egypt
Colombia
Indonesia

Angola

‘..Lr“'"!d

o
(63}
o -
(6]

Total

-0.5 0 2.0
Source: [EA, EIA, OPEC, Bloomberg

Note: IEA, EIA figures are non-OPEC; OPEC figures are non-OPEC+. Data

represent selected countries and total growth figures. Bloomberg

More election trades



We ran through election trades yesterday, and the topic is heating up even
more. Bitcoin extended gains and the Mexican peso fell as investors

increasingly consider another term for Trump. Here’s what investors and
analysts are saying:
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e UBS analysts now give Republican Donald Trump an even chance of
victory, having previously said Democrat Kamala Harris enjoyed a slight
advantage.
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 Billionaire investor Stan Druckenmiller told Bloomberg Television that
markets are pricing in a win for Trump by buying bank stocks and crypto.

He added equities may be troubled for up to six months if the Democrats
secure the White House and Congress.
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WATCH: “The market and the inside of the market is very convinced
win,” Duquesne Family Office Chair

e George Saravelos, global head of FX research at Deutsche Bank, reckons
Republicans sweeping to power would be the most bullish scenario for

the dollar and also push bond yields up.
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e Societe Generale says the Australian dollar will fall the most among

major peers if Trump wins. “A Trump victory is likely to trigger a bigger
market reaction than Harris,” strategist Olivier Korber wrote.
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“We feel that with earnings levels continuing
to be very strong, that's a good backdrop to
stay fully invested in equities, but in terms of
seeing that next big leg of momentum, it is
much harder.”
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Global head of research, Citigroup
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Watch the Bloomberg Television interview here
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What else we’re reading
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e [taly’s winemakers face yet another threat to their future: rising debt

costs
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e Jeweler becomes billionaire after 192-year-old Indian firm’s IPO
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e BYD is winning the global race to make cheaper electric cars
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e Goldman, Amundi like UK bonds in bet Reeves averts Truss moment
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Please share your thoughts on how we’re doing and what we’re missing.
Contact us at marketsdaily@bloomberg.net.
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