
Headline inflation at 2-year low
Yesterday’s Headline CPI inflation 
number came in at a 2-year low of 
5.6%, better than market expectations 
of 6.0-6.2%. While this headline figure 
is an improvement from June’s 6.0%, 
looking into further detail at some of the 
numbers didn’t paint as rosy of a picture. 
Quarter on quarter inflation was 1.8%, 
higher than the previous three quarters. 
One notable component was fuel prices, 
which increased 16.5% in the September 
quarter. Another was the rise in food of 
8.8%, although it should be noted that 
this has come off a little from last prints 
read at 12.8%. Following yesterday’s 
inflation release, markets have now 
pushed out their expectations of a rate 
hike until early 2024.
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Last night’s GDT auction saw a 4.3% 
increase, with anhydrous milk fat, skim 
milk powder, and whole milk powder up 
7.1%, 4.3%, and 4.2%, respectively. Butter 
was up 2.9%, and lactose and cheddar 
were both up 0.2% each. Butter milk 
powder was not on offer. This was the 
fourth consecutive increase for the GDT 
auction. Overall, these results showed no 
major unexpected movements.

The US economy shows no signs of 
slowing down, retail sales came in higher 
than expectations of 0.3%, increasing 
0.7% in September, Industrial production 
increased by 0.3%, beating expectations 
of 0.0%. These factors contributed 
to Goldman Sachs increasing its GDP 
growth estimate to 4.0%. The recent 
strong economic data out of the US now 
has markets pricing in a 50.0% chance of 
a rate hike by early 2024. 

Canada’s CPI came in lower than expected 
at 3.8% against forecasts of 4.0% for 
the year. The figure was lower than last 
month’s 4.0%, increasing the expectation 
that the central bank will refrain from 
another rate hike later this month.

Treasury yields jumped overnight, with 
2 and 10-year yields increasing by 11bp 
and 14bp, to be at 5.21% and 4.85% 
respectively. The last time the 2-year was 
above 5.20% was in the middle of 2006, 
and we all know what happened after that … 

Following these respective data prints, 
the NZD weakened below 0.5900 after it 
showed signs of strengthening to as high 
as 0.5929.

 

The RBA released their meeting minutes, 
with hawkish statements such as “low 
tolerance for a slower return to target,” 
and “further tightening may be required if 
inflation is more persistent.” Against these 
statements, the AUD jumped to 0.6380 
before managing to close at 0.6342.
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