
Poor US data
US industrial production was flat in 
August, missing the 0.3% consensus, 
with manufacturing output falling 0.3% 
against expectations of a 0.3% gain. That 
ended a seven-month run of factory 
gains, with motor vehicles and aerospace 
the main culprits. Capacity utilisation 
held at 76.3%. The US leading index 
slipped 0.1% in August to 99.5, the first 
fall since March, after a 0.2% gain in July. 
Consumer expectations remain the big 
drag on the index. Building permits also 
fell, which the Conference Board says 
points to slower growth ahead.

The US 10-year Treasury yield closed 
slightly lower at 4.99%, while the 2-year 
yield was also down, to 4.74%. The 
USD index closed at 100.22, with the            
NZD/USD at 0.5723 and the AUD/USD 
at 0.7117. The NZD/AUD is at 0.8039. 
Oil prices were down marginally (but still 
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elevated), with WTI crude at 100.30 and 
Brent crude at 103.87.

Minneapolis Fed President, Neel 
Kashkari, claimed on Sunday that US 
inflation remains too high across all 
sectors of the US economy and has 
broadened beyond just oil prices, stating 
that “… even if we strip out energy, which 
is really volatile, and strip out food, they 
matter a lot, but in terms of where the 
economy is going, inflation is still too high.”

Rest of the world
As markets expected, the Bank of Japan 
hiked by 25bps on Friday to bring the 
target rate to a 31-year high of 1.25%. 
The hike came a few hours after CPI prints, 
with inflation up 1.9% over the August 
year, slightly lower than expectations 
of 2.0%. Core inflation, which excludes 
fresh food, was up 1.7% over the year 
against expectations of 1.8%. Core-core, 
which excludes fresh food and energy, 
was up 1.9% against expectations of 2.0%. 
This was the first slowdown in Japanese 
inflation in four months, although price 
trends are expected to pick up in the 
coming months.

German Chancellor Friedrich Merz has 
stated that he will stay on despite his 
party, the Christian Democratic Union 
(“CDU”), suffering its worst-ever result 
in a state election, winning just 5.0% of 
the vote in the state of Mecklenburg-
Western Pomerania, and just meeting 
the 5.0% threshold required to enter the 
regional assembly. The CDU was also 
beaten by Die Linke (“The Left”) in Berlin.

•	New Zealand posted a goods trade 
deficit of NZD1.3bn in August, 
narrower than the NZD1.78bn 
shortfall the market expected. Exports 
rose 15% year-on-year to NZD6.7bn, 
imports rose 13% to NZD8.0bn, and 
the annual deficit sits at NZD5.4bn, up 
from NZD3.2bn a year ago.

•	UK retail sales volumes rose 0.5% 
in August, defying expectations of a 
0.2% fall and rebounding from July’s 
0.5% decline. Online retailers led the 
recovery, with fuel sales falling -1.3% as 
pump prices bit. 

•	China held its 1 and 5-year loan prime 
rates as expected at 3.00% and 3.50% 
respectively, marking the 16th straight 
month without any changes.

In New Zealand
The Newcastle Knights silenced a sold-
out Eden Park crowd of 48,511 to win 
12-10, and Leka Halasima’s double wasn’t 
enough to save the home side from its 
own errors. Finishing second on the table 
only to bow out in straight sets is what I’d 
call a classic case of overvaluation ... and 
the referees copped a few projectiles on 
the way out, which suggests the market 
wasn’t happy with the closing price! The 
Knights now head to a preliminary final 
against Penrith for the first time since 
2013.
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