
Despite the lack of government 
data ….
The Federal Reserve cut the Fed Funds 
rate by 25bps to a 3.75%-4.00% range, as 
was expected. The Fed also announced 
it will end its QT programme to end 
the shrinking of its balance sheet from 
1-December, adding that it will roll its 
maturing agency debt into Treasury bills. 

Beyond the headlines, the key take-outs 
from the statement were that Governor 
Stephen Miran voted in favour of a 50bps 
cut, while Kansas City Fed President Jeff 
Schmid dissented in favour of holding 
rates steady. 

Key take-outs from the statement 
related to the jobs market with, “Job gains 
have slowed, and the unemployment rate 
has edged up,” adding that “the downside 
risks to employment have risen in recent 
months.” The statement also stated that 
of the “available indicators,” economic 
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activity has expanded at a moderate pace, 
reiterating that inflation “has moved 
up since earlier in the year, and remains 
somewhat elevated.”

Fed Chair Jerome Powell opened the 
Q&A session with, “The available public 
data suggests there has been little change 
in the economic outlook since September,” 
adding, “Labor demand has clearly softened 
(while) inflation remains somewhat elevated 
relative to our goal.” But the lack of data is 
beginning to weigh, with Chair Powell 
then stating, “September and today was a 
risk management cut, but that’s not the case 
going forward. There are strongly differing 
views about how to proceed in December. 
A further cut in December is not a foregone 
conclusion, it’s far from it.”

And the Fed wasn’t the only 
central bank cutting …
After the BoC cut its policy rate by 
25bp to 2.25%, bringing the cumulative 
reduction to 275bp since June 2024. It 
signalled that the new policy stance is 

“about right,” but emphasised the risks are 
skewed toward more action in 2026.

The likelihood of an Australian rate cut 
before year end has been shattered 
following yesterday’s Q3 CPI release 
which saw inflation print at 1.3% on the 
quarter and 3.5% on the year, against 
forecasts at 1.1% and 3.1%. The policy-
relevant trimmed mean gauge spiked by 
1.0% in Q3, well above forecasts at 0.8%, 
which took the annual trimmed mean 
rate to 3.0%!

While the USD-index had spent the last 
few sessions weakening into the FOMC 
meeting, the index staged a modest 

recovery in the immediate aftermath 
of the statement release, mainly due 
to outflows from the JPY and CHF. But 
the comment that a December rate cut 
is not a foregone conclusion saw the 
USD-index spike higher with the NZD 
and AUD dropping around 25pips. As I 
type, the CHF is 1.0% lower, the JPY and 
EUR have weakened 0.5%, the NZD 0.3%, 
while the AUD eased 0.2%.  

The AUD continues to out-perform 
on hopes of a US-China trade deal at 
President Trump’s and President Xi’s 
meeting today, while the Q3 inflation 
print also provided support. Following 
yesterday’s US-Japan meeting, US 
Treasury Secretary Scott Bessent 
attempted to support the JPY posting, 

“The government’s willingness to allow BoJ 
policy space will be key to anchoring inflation 
expectations, avoiding excess FX volatility.” 
Unfortunately, Powell’s comment saw 
these gains quickly unwound. 

The comment also saw US yields spike 
higher with the 2-years gaining 9bps to 
3.59% while the 10-years jumped 8bps 
to 4.06%. Equity markets also gave up 
their gains to be flat on the day, while the 
European exchanged had broadly closed 
0.25%-0.50% lower. 

With a new sheriff in Wellywood 
The RBNZ Director of Financial Markets, 
announced, “The transmission of the recent 
OCR cuts to domestic financial conditions 
is playing out largely as expected. Financial 
conditions in NZ have loosened with interest 
rates falling and credit conditions becoming 
more favourable.”
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