
Always the bridesmaid, never the 
bride!
But what a game … it may well rank up 
there as one of the greatest … apart from 
the result. The fact that I was able to stay 
awake to the end tells you something! 
Well done to the Kangaroos, and a huge 
shout-out to the Kiwis! Hopefully it will 
be the same two teams in the final … with 
a slightly different result! 

Following the superhot US CPI 
print
The secondary effects of inflation are 
well and truly imbedded in the US 
economy after producer inflation surged 
a staggering 1.3% in September to reach 
an astounding 6.3%! Adding to the misery, 
the core rose 0.7% to reach 5.0%. 

But while higher energy prices continue 
to drive inflation higher, the US consumer 
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remains resilient after retail sales rose 
0.8% in September following August’s 
revised 1.3% gain, although excluding 
gas purchases, retail sales rose just 0.2%. 
Adding to mix, the Philadelphia Fed 
Manufacturing Index fell from 37.8 to 
20.9, but the good news is that Americans 
are working after initial jobless claims 
rose by just 1k to 199k with continuing 
claims easing 2k to 1,709k. Growth is 
also holding up with the Atlanta Fed 
GDPNow holding at 3.6% for Q3 as gas 
consumer spending accelerated while 
the NY Empire Manufacturing Index rose 
from 7.6 to 25.5.

Maybe the Fed should take a page out 
of the RBA’s playbook given that the 
Australian economy is slowing after 
employment unexpectedly fell 39.3k 
in September with the jobless rate at a 
5-year high of 4.7%. There was a positive 
in that full-time jobs rose 34.4k, although 
part-time jobs fell 73.7k.

Maybe the Fed should take a page out 
of the RBA’s playbook given that the 
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in that full-time jobs rose 34.4k, although 
part-time jobs fell 73.7k.

UK GDP grew 0.1% in August, slowing 
from June and July’s 0.4% gains.

RBNZ chief economist Paul Conway 
confirmed, “The late-October decision 
is completely open. The bank wants 
optionality between holding and a 25bp 
hike. The RBNZ still sees the OCR as most 
likely to rise but has not decided on the 
timing. Recent moves in oil and the NZD 
have added short-term upward pressure on 

inflation, but we remain confident inflation 
will slow to its 1.0%-3.0% target band next 
year.”

The hotter-than-expected US CPI and 
PPI prints, and heavy AI borrowing 
worries, sent the Nasdaq into negative 
territory for a 4th consecutive session, 
although the Dow Jones hit all-time highs 
as capital moved toward value stocks and 
safe-haven government bonds. But while 
the US exchanges are ranging between 

-0.5% and +1.0%, the tech sell-off spilled 
over into the other tech heavy exchanges 
with the KOSPI falling 7.5% while the 
Nikkei ‘eased’ 4.9%! The European 
bourses were 0.50%-1.0% higher.  

While debt issued by AI infrastructure 
and cloud companies has sunk towards 
stressed territory, cash has been re-
allocated back into sovereign bonds, 
driving Treasury yields significantly 
lower. Currently the 2, 10 and 30-year 
yields are 0.5bps, 10bps, and 7bps lower 
to be yielding 4.76%, 5.09% and 5.43% 
respectively. That is quite a move from 
their recent highs!

This weighed on the USD, with the index 
dropping 0.5% to be just above 102.00, 
although the AUD/USD was hit hardest 
after the labour report falling 0.75% to be 
at 0.6920. The AUD was also weak on the 
crosses with its biggest move against the 
NZD falling 1.1% to 1.2325, or 0.8115 in 
NZD/AUD terms, after NZD/USD firmed 
0.35% to 0.5615. 

Oil prices were mixed as geopolitical 
risk premiums waivered. Crude out-
performed rallying 2.75% to be at 
USD97.85 while brent flatlined at 
USD105.85. 
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