
US inflation pressure
US Core CPI met expectations in August 
with a 0.4% increase over the month and a 
3.4% increase over the August year. Core 
CPI was slightly higher than expected 
on the month, at 0.3% against forecasts 
of 0.2%, but met expectations over the 
August year at 2.4%. Energy costs were, 
unsurprisingly, a driver in the headline 
figure, with gasoline prices accounting 
for one third of the index’s gain. Markets 
are now pricing in a 90% chance of a hike 
at this week’s Fed meeting, with further 
hikes over the coming months. 

President Donald Trump has continued 
to push for the Fed to lower interest 
rates, stating “We should be paying – the 
United States is so strong – we should be 
paying the lowest interest rate in the world, 
regardless of their formulas.” 

The UK’s GDP print over July came 
in higher than expect at 0.4% against 
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forecasts of a flat 0.0%. The 3M/3M 
change was also 0.4%, slightly higher 
than expectations of 0.3%. The Office 
for National Statistics (“ONS”) stated 
that the growth in July was driven by 
the services sector, particularly admin 
services, computer programming, and 
consulting. Within consulting, the ONS 
stated that many of the businesses 
reporting the largest turnover involved 
activities related to AI and cloud 
computing.

Fed hikes likely
Friday’s US CPI did nothing to talk the 
Fed out of a hike this week and the 
interest rates moved accordingly. The 
2-year US Treasury yield added 4bps to 
4.63% and the 10-year inched even closer 
to 5.00%, at 4.97%, while the 30-year 
was unchanged at 5.36%, so local swap 
rates should open higher this morning 
with a flattening bias. The USD-index was 
largely unchanged, just above 99.00, the 
NZD/USD and AUD/USD firmed slightly 
to 0.5818 and 0.7161, and NZD/AUD sits 
at 0.8124. The yen remains the pick of 
the bunch, as it strengthened against the 
USD to slightly above 153.00, remaining 
near a seven-month low, (NZD/JPY is 
89.35) with the BoJ expected to hike on 
Friday. 

Despite projectiles hitting Saudi 
Arabia’s East-West pipeline, the Houthis 
completing their takeover of Bab el-
Mandeb, and the IEA putting Saudi 
crude supply near the lowest in more 
than three decades, oil went the other 
way, WTI down USD2.43 to USD100.05 
and brent down USD3.02 to USD104.61, 

and that was enough to snap four days of 
equity losses, with the S&P 500 up 0.9% 
and the Dow 1.0%.

The week ahead
Three central banks, and NZ GDP:

•	 US: the FOMC on Thursday morning 
our time, with the new projections 
and Warsh’s first press conference. 
Retail sales, the Empire and Philly Fed 
surveys and industrial production fill in 
around it.

•	 Europe & UK: the BoE on Thursday 
night, where a hold at 3.75% is 
expected and the vote split is the story. 
UK jobs Tuesday, UK CPI Wednesday.

•	 Asia-Pacific: the BoJ on Friday, where 
a move toward 1.25% is live after 
the yen’s run. Chinese activity data 
Tuesday, Japanese CPI Friday.

•	 NZ & Australia: New Zealand’s June 
quarter current account data are out 
on Wednesday and GDP on Thursday, 
with the RBNZ picking flat after 
March’s 0.8%. The RBNZ has assumed 
the conflict cost the quarter around 
0.6%. In Australia, the RBA meets on 
29 September, NAB the only major 
calling a move to 4.60% this month…
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