
Inflation, and all its caveats
There was little change in dairy prices at 
the overnight GDT auction, down -0.3% 
in USD terms but up +2.8% in NZD terms. 
The dominant WMP price was practically 
unchanged while SMP, mozzarella and 
butter were down -1.8%, -8.2% and 

-0.3% respectively. The only gainer was 
cheddar cheese, up 4.2%. 

The REINZ house price index bounced 
0.3% in the month of September, its 
first gain since April. Despite the rise in 
prices, the other indicators still point to 
a softening housing market, with sales 
volumes falling and number of listings 
and days to sell both rising.

All eyes will be on the CPI release at 
10:45 this morning to see if the numbers 
confirm Adrian Orr and the RBNZ’s 
outlook on inflation. The release is 
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expected to show the headline figure 
come back into the target band of 1% 

– 3% and pave the way for another 50 
basis point cut at the November meeting. 
Keep an eye on the non-tradeable 
figure though! Domestically generated 
inflation has been much slower to react 
to monetary tightening than its tradeable 
counterpart, and while it is on its way 
down, a significant upside surprise to this 
figure could generate quite the headache 
for the RBNZ.

The RBNZ will be hoping the inflation 
rate is tracking somewhere similar to our 
Commonwealth compatriots in North 
America: Canadian CPI fell to 1.6% in 
September, down from 2.0% in August, 
this marks its lowest level since February 
2021.

We also got a look at inflation 
expectations south of the Canadian 
border. While not looking as rosy as 
the aforementioned nation’s 1.6%, US 
consumer inflation expectations held 
steady at a very respectable 3.0% in 
September.

Speaking of expectations, Fed President, 
Mary Daly, said yesterday that the 
central bank remains on track for one 
or two more rate cuts this year, as long 
as data meets expectations. “We must 
stay vigilant and be intentional, continually 
assessing the economy and balancing both 
of our mandated objectives: fully delivering 
on 2% inflation while ensuring that the 
labour market remains in line with full 
employment,” before saying of the neutral 
rate “we’re a long way from where its likely 

to settle.” This prompted the US 10-year 
Treasury to fall 7 basis points from 4.10% 
to 4.03%.

And everything else?
Data out of the Eurozone overnight 
was stronger than expected. The ZEW 
Economic Sentiment index improved 
from 9.3 to 20.1, well above expectations 
of 16.9, while industrial production 
for the year to August turned positive 
printing at 0.1%, improving from July’s 

-2.1%. However, this data did not shake 
the market expectations of the outcome 
at the upcoming ECB meeting on early 
Friday morning local time. Markets are 
still pricing in a 96% chance of a 25 basis-
point cut.

UK employment increased by 373,000, 
much more than the 250,000 increase 
expected; this caused the employment 
rate to fall from 4.1% to 4.0%. Wage 
inflation which has remained sticky in the 
UK also moderated as average earnings 
both including and excluding bonuses 
eased in line with market expectations to 
3.8% and 4.9% respectively.

Brent oil prices fell $4.28 overnight to 
$73.66 per barrel after a report that 
Israel may avoid targeting Iran’s oil 
infrastructure, caused fears of major 
supply disruptions to subside. Softer 
oil prices look to be a continuing trend 
in the near future according to the 
International Energy Agency as they 
expect supply to remain strong into 2025, 
and demand to remain subdued due to 
weaker global growth.
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