
It was another shocking night …  
for the US data releases after the US 
CPI inflation rate accelerated to 2.9% in 
August, its highest level since January, 
as retailers gradually pass higher import 
tariffs on to consumers. On a monthly 
basis, consumer prices rose 0.4%, above 
forecasts at 0.3%. The only positive, 
and it was a very mild positive, was that 
core inflation held steady at 3.1%. But 
the bad news didn’t stop there … initial 
jobless claims surged to 263k, its highest 
level since 2021, which saw the 4-week 
average jump from 230.7k to 240.5k! Did 
I hear someone say stagflation? 

Beyond the initial headlines, the data 
was still weak with wages average hourly 
earnings declining from 1.2% to 0.7% on 
the year, and while the US government 
recorded a USD345bn budget deficit in 
August, which was a 9% improvement 
from a year earlier, the year-to-date 
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deficit expanded to USD1.973trn.

Long story short … despite the higher 
than expected inflation print, the poor 
jobless numbers weighed on sentiment 
with markets still projecting 4 x 25bps 
rate cuts across the next 5 FOMC 
meetings. US treasury yields fell, with 
the 2-years 1bps lower at 3.54% while 
the 10-years is clinging on to the 4.00% 
handle by its fingertips dropping 3bps 
to 4.02%. In saying that, the IMF warned, 

“The Fed should proceed cautiously in 
lowering rates.”

The USD-index naturally eased, falling 
0.3% and, once again, the AUD/USD and 
NZD/USD out-performed their peers. 
Over the last week, the Norwegian 
kroner has rallied 1.8% against the 
USD, the AUD 1.6%, and the NZD 1.4%. 
Remember, just because the NZ economy 
is up the gurgler, it doesn’t mean the 
NZD/USD can’t appreciate … and just to 
highlight this fact, the NZD gain came 
despite the RBNZ essentially cemented 
in a 2.50% OCR by Christmas. 

Equity markets still managed to grind 
higher on the cutting cycle optimism with 
offshore exchanges locking in gains of 
0.5%-1.5% overnight. Commodity prices 
were mixed, with energy prices lower 
and oil down 2%.  

Reports are circulating that Treasury 
Secretary Scott Bessent has recently held 
meetings with the three front runners for 
the Fed Chair position – namely, former 
Fed officials Larry Lindsey and Kevin 
Warsh, and former St Louis Fed President 
James Bullard. By all accounts, Bessent 
is pushing forth with his ‘Fed agenda’ 
to “organically reduce the massive bond 

portfolio on its balance sheet.”

Looking at the other headlines 
with European inflation flatlining around 
the 2.0% level, the ECB unsurprisingly 
left its three key interest rate settings 
unchanged overnight, with the deposit 
facility at 2.00%, the main refinancing 
rate at 2.15%, and the marginal lending 
rate at 2.40%. The outlook is broadly 
unchanged from June. Post meeting, ECB 
President Christine Lagarde stated, “The 
risks to economic growth are more balanced. 
Moderating wage growth will keep a lid 
on domestic price pressures, while core 
inflation will drop on declining labour cost 
pressures and a stronger EUR. Higher public 
spending reforms will add to growth.” 

Finally, on the peripheral …

• Japanese wholesale inflation quickened 
in August after PPI firmed from 2.5% to 
2.7%. 

• UK RICS house prices fell to -19 from 
-13 in July. It was the weakest housing 

numbers since January 2024 and below 
economists’ forecast of -10.

• The Central Bank of Turkey cut its 
benchmark interest rate by 250bps to 
40.5%, which was more aggressive than 
expectations of a cut to 41%!

Fire in the hole!  
Sums up the apprehension at home 
because … tonight is the first time I’ll be 
using my Christmas present … a pizza 
oven! What could possibly go wrong? 
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