
Is it all doom and gloom? 
In NZ yesterday’s selected price index 
showed a continuation of price pressure 
in essential items, food prices were up 
0.3% in August, which is an improvement 
from July’s 0.7% increase but still means 
that food prices are 5.0% higher than a 
year ago. Following on the theme of stuff 
you can’t do without, energy prices were 
up 0.4% in August, leaving them 10% 
higher than a year ago. That’s all very 
bleak and trying to change the broken 
record from ‘NZ is doomed’, Let’s find 
some silver linings; rent inflation remain 
benign at 0.1%, leaving the annual 
figure at 2.1% which is the lowest level 
since 2011, while when you’re lucky 
enough to go on holiday, airfares were 
down markedly on the month, as were 
accommodation costs.    

REINZ housing data continued its soft 
trend, with sales down notably on the 
month, while the house price index was 
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flat in August, which I guess is better than 
the two previous months of decline.

Last night’s GDT auction saw prices fall 
by 0.8%, with Mozzarella the biggest 
loser, down 9.6%. AMF was down by 
1.5%, while both Butter and WMP fell by 
0.8%. SMP was down by 0.3%, and finally 
Cheddar saw a 2.2% price increase.

In Europe
UK unemployment remained flat as 
expected at 4.7% in July, with the 
3-month moving average employment 
change at 232k against forecasts of 
220k. The claimant count change came in 
higher than expected for August at 17.4k 
against forecasts of 15.3k, while average 
earnings including bonuses rose by 4.7% 
in July, or by 4.8% excluding bonuses.

Eurozone industrial production rose by 
0.3% over the July month, slightly less 
than expectations of 0.4%, and by 1.8% 
over the July year, slightly higher than 
expectations of 1.7%. Eurozone wages 
increased 3.7% over the Q2 year, meeting 
expectations, although the labour cost 
index over the same period fell slightly 
short, at 3.6% against forecasts of 3.7%. 
The ZEW Economic Sentiment Index rose 
to 26.1 for September, far higher than 
market forecasts, which had expected 
a fall to 20.3 from the previous month’s 
reading of 25.1.

In the land of the free
As we await the Fed meeting tomorrow 
morning local time, we had an 
update overnight as to who would be 
participating in voting, Lisa Cook, will be 
in tomorrow’s voting group as an appeals 

court blocked Trump’s attempt at firing 
her. There must be a chip on her shoulder, 
and maybe if she was a little more 
spiteful she would vote against cutting 
rates, but in all likelihood, the outcome 
of tomorrow morning’s meeting will be a 
25bps rate cut which the market has fully 
priced.  

All is not bad in the US, although the 
jobs data is painting a weak picture and 
it is somewhat ironic that Trump has 
bashed the data, but is now using it as 
a basis for the Fed to cut rates. There 
was some positive news out of the US 
overnight, with retail sales in August 
increasing by 0.6% against expectations 
of a 0.2% increase, while July’s figure 
was also revised higher.  Manufacturing 
and Industrial production beat market 
expectations of decreases to print slightly 
positive on the month, although historical 
figures were revised downwards. Finally, 
the Atlanta Fed’s Q3 GDPNow figure 
increased to forecast 3.4% growth on an 
annualised basis.

Markets were largely quiet ahead of the 
Fed’s meeting. However, there was one 
notable mover with the USD index taking 
a step down, falling 0.6% on the day to 
currently be at 96.69, back towards it’s 
July lows. This saw the NZD/USD climb 
towards 0.5990, the biggest winner was 
the EUR/USD which has pushed to a fresh 
4-year high to currently be at 1.1859. US 
Treasury yields are softer with the 2-year 
down 3bp at 3.51%, while the 10-year 
is 1bps lower at 4.03%. This should help 
our local swap rates open slightly lower. 
Commodities had a positive session with 
gold and oil prices both higher, while the 
opposite was true for US equities which 
have corrected from their record highs.
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