
The US Corner
US inflation slowed more than expected 
in October, fuelling hopes that the peak 
in inflation has passed. An increase in the 
number of Americans filing new claims 
for unemployment also buoyed markets 
and reinforced expectations that the 
Fed may slow the pace of rate hikes and 
perhaps bring the hiking cycle to an 
earlier conclusion. 

US consumer price inflation came in 
at 0.4% in October and 7.7% on-the-
year against expectations of 0.6% and 
7.9%. The headline print was down from 
September’s 8.2%, its fourth consecutive 
contraction, and its lowest print since 
January as prices of energy and food 
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prices increased at a slower pace. The 
core index, which excludes food and 
energy, rose ‘just’ 0.3% and 6.3%, down 
from September’s 40-year high of 6.6%.

There was also further evidence that 
the Fed’s actions may be starting to 
impact the US economy after initial 
jobless claims rose by 7,000 to 225,000, 
the highest increase in 4-weeks and 
surpassing expectations of 220,000.

The data justifies market expectations of 
a Fed pivot which was further evidenced 
when Dallas Fed Governor Lorie Logan 
announced it may soon be appropriate 
to slow hikes. Patrick Harker echoed 
the sentiment, although both reiterated 
the Fed still has some way to go to tame 
inflation even as it slows the pace of 
hikes, with Harker adding that a hike of 
50bps “would still be significant.”  

The data generated a massive repricing 
of short rates as traders adjusted 
positioning to reflect a smaller move 
next month, a lower peak to the cycle, 
and rate cuts in 2023. The US 2-year 
treasury yield plummeted 32bps to 
4.33% while the 10-year yield fell 24bps 
to 3.85%. Equity markets are headed for 
their best post-inflation day rally in more 
than a decade, with more than 90% of 
stocks in the S&P500 higher on the day. 
The potential Fed pivot also saw the US-
dollar index fall 2.0% to its lowest level 
in 8 weeks, which saw NZD/USD surge 
to 0.6000 and AUD/USD trade at 0.6575. 
Expect NZ and Australian swaps to open 
lower this morning.

In other US headlines, Joe Biden said he 
still plans to seek re-election in 2024, but 
he’ll make an official call early next year. 
The president also said he’s optimistic 
the US isn’t near a recession although his 
administration’s efforts to slow inflation 
would require more time to take effect.  

But in the rest of the world 
ECB member Edward Scicluna also joined 
the ‘pivot party’ announcing peak inflation 

“is almost within reach,” although a lot of 
uncertainties remain and requires that the 
central bank remains data dependent.

China’s credit de-acceleration continued 
after Chinese banks extended just 
CNY0.62 trillion in new loans in October, 
down from September’s CNY2.47 trillion, 
while Australian consumer inflation 
expectations increased to 6.0% from 5.4%.

Prior to the CPI release, and with terrible 
timing, BlackRock announced they are 
underweight equities, believing valuations 
have not fallen enough stating, “We are 
underweight US equities. The Fed intends 
to raise rates into restrictive territory. The 
year-to-date selloff partly reflects this, yet 
valuations have not come down enough to 
reflect weaker earnings prospects. We are 
underweight European equities as the fresh 
energy price shock in the aftermath of the 
tragic war in Ukraine puts the region at risk of 
stagflation.” 
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