
War of attrition
There was a lot of chit-chat from 
both China and the US around trade 
agreements overnight. Starting us 
off, US Treasury Secretary, Bessent, 
threatened, “If China wants to be an 
unreliable partner for the world we will 
need to decouple” on a more positive 
note, he added “We have had substantial 
communication with China over the past 
few days, there will be more forthcoming 
this week”. The hold-up does not appear 
to be coming from China, as its Foreign 
Ministry Spokesperson made it clear 
that the US and China should engage 
in negotiations. Scott Bessent also 
added that US-Canada trade talks are 
back on and that there will be more 
announcements on trade later this 
month.

The Fed’s Stephen Miran stated US-
China uncertainty has introduced a 
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“new tail risk” and that two more US rate 
cuts this year “sounds realistic.”

Around the world
China’s CPI grew by 0.1% over 
September, higher than the 0.0% 
reading in August but lower than 
forecasts of a 0.2% increase. Over the 
September year, CPI fell by 0.3%, which 
was worse that forecasts of a 0.2% drop. 
PPI met expectations, falling 2.3% over 
the September year, although this was 
better than the previous reading of a 
2.9% drop in August. This was the 36th 
consecutive month that producer prices 
have fallen, the longest since the 1970s 
economic reforms. 

In terms of data, the last 24-hours 
have been rather quiet. Key headlines 
included:

• S&P affirmed New Zealand’s AA+ 
rating with a Stable outlook

• Eurozone industrial production fell 
1.2% in August versus -1.6% expected

• Japanese industrial production fell 
1.5% in August versus -1.2% expected

• Chinese new loans increased by 
CNY1.3trn in September, below 
expectations at CNY1.5trn

• NY Manufacturing index printed 
at 10.7 for August, which was much 
stronger than the -1.40 expected

• The Fed’s Beige book showed little 
change in economic activity since the 
prior report: three districts reported 
slight to modest growth; five reported 
no change and four noted a slight 
softening

• Australia’s Westpac-Melbourne 
Institute Leading Index growth rate 
rose to 0.04% in September, up from 
the -0.16% reading in August. The 
rate is a six-month annualised growth 
rate which indicates the likely pace of 
economic activity relative to trend 3-9 
months into the future, with a reading 
of 0.0% indicating economic activity 
growing at trend.

Local action
Markets appear to be not too concerned 
with the ongoing trade tensions as the 
major US equity indices are all positive 
on the day. Against a stronger GBP, 
the US dollar index didn’t fare as well 
and has fallen below the 99.00 level. 
The NZD/USD did not benefit from 
this weakness as it remains around 
yesterday’s 0.5720 level, while the 
AUD/USD has strengthened to above 
0.6500, up 0.3%, which has pushed 
the NZD/AUD back below 0.8800. US 
Treasury yields are marginally higher 
on the day, with the 10-year up 1bps to 
4.04%. Gold prices remain on a charge 
and are now above the USD4200 
level, while oil prices remained on the 
opposite path.

Today we have some notable data out 
of the Antipodeans. In New Zealand, 
the Food and Selected price indexes 
for September are out this morning. 
This will be the last inflation input 
ahead of next week’s Q3 CPI release. 
In Australia, we have the full suite of 
labour market data for September 
which will be key for the RBA.
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