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US stocks fell further last night, while US Treasury yields rose at the front end of the curve and the US dollar appreciated, 
in reaction to the hawkish tone set by Fed Chair Kevin Warsh at the press conference following the widely expected 
decision to hike the fed funds rate. 

The FOMC increased the fed funds rate target range by 25bps to 3.75-4.00%, as expected, with the decision unanimous. 
The US central bank also published a new set of economic projections showing that a median FOMC member expects 
one more fed funds rate hike this year and that rates will remain at this higher level for roughly two more years. Chair 
Warsh again did not provide his own interest rate projections. 

At the press conference, Chair Warsh repeatedly declined to provide forward guidance but confirmed that – with the 
labour market goal being met and the broader economy remaining strong – the Fed is now focused on meeting its 
inflation goal. He said inflation is not currently meeting the criterion he set at Jackson Hole of heading clearly and swiftly 
towards the 2% goal. He stressed several times that the Fed is focused on delivering price stability. 

Following the Fed decision, the release of updated projections and the press conference, another 25bps hike is around 
50% priced in for late October and fully priced in for December, with another increase expected in early 2027. 

Meanwhile, US retail sales figures provided further evidence that US economic conditions remain strong, with a 1.2% 
gain recorded in August, significantly exceeding the 0.8% increase pencilled in by consensus. The retail sales control 
group, which closely tracks private consumption in the national accounts, rose by 1.4% in August, the most in nearly 
two years. 

Across the Atlantic, the annual rate of UK consumer price inflation increased by 0.2 percentage points to 3.1%, as 
expected, while core inflation remained at 2.6%. Both measures are above the Bank of England’s 2% target. The Bank 
of England is set to announce its monetary policy decision later today, with no changes expected for now. 

Closer to home, New Zealand GDP rose by 0.2% in Q2, somewhat more than markets expected, taking the annual rate 
of growth to 2.6%, the fastest pace since mid-2023. 

In Australia, the Westpac leading index was little changed in August, but its six-month annualised growth rate continued 
to signal slightly sub-trend economic growth ahead. 

The Australian dollar depreciated against the stronger greenback, but appreciated against other major currencies. 
Commonwealth bond yields declined slightly across the yield curve. The ASX 200 opened higher this morning, having 
gained 0.3% yesterday. 

Economic Data Review 
● AU: Westpac Leading Index (MoM, Aug) – Actual 0.0%, Previous 0.0%. 
● NZ: GDP (QoQ, Q2) – Actual 0.2%, Expected 0.1%, Previous 0.9% (revised). 
● UK: CPI (YoY, Aug) – Actual 3.1%, Expected 3.1%, Previous 2.9%. 
● US: Retail Sales (MoM, Aug) – Actual 1.2%, Expected 0.8%, Previous -0.5% (revised). 

Economic Data Preview 
● UK: Bank of England Decision (Bank Rate) – Expected 3.75%, Previous 3.75%. 
● US: Initial Jobless Claims (w/e 12 Sep) – Expected 207k, Previous 206k. 
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*Mogas95 is the Singapore benchmark petrol price closely linked to Australian domestic fuel prices.
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