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US inflation rose less than expected to 3 per cent in September, paving the way for the Federal

Reserve to continue cutting interest rates when it meets next week.
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Friday’s annual consumer price index figure from the Bureau of Labor Statistics was up from 2.9

per cent in August but below the expectations of 3.1 per cent among economists polled by

Bloomberg.

The US dollar and Treasury yields initially fell as the data release cemented expectations of rate

cuts at the Fed’s two remaining meetings this year, but recovered ground through Wall Street

trading on Friday.

The CPI report’s publication was delayed by a week due to the shutdown of the US government and

the Trump administration said on Friday that, because of the closure, inflation figures would

probably not be released next month.

Eswar Prasad, an economist at Cornell University, said the data, together with “signs of a

weakening labour market, pretty much seals the deal for a rate cut” at the Fed’s next meeting.

The two-year Treasury yield, which moves inversely to prices, recovered from its initial drop to be

flat at 3.48 per cent on Friday afternoon, while the dollar was fractionally weaker against a basket

of currencies.

Wall Street’s S&P 500 jumped 0.8 per cent to close at a record high, led by tech stocks following

well-received results from Intel.

https://www.ft.com/federal-reserve
https://www.ft.com/content/116786aa-4f2e-4573-bedd-bd4a3404c5f0
Karen Petrosyan
Highlight



11/1/25, 3:45 PMUS inflation rises less than expected to 3% in September

Page 3 of 5https://www.ft.com/content/1d108859-6ad3-467e-84b6-d6c9f3480571

The data release comes as the Fed is due to meet next on Tuesday and Wednesday, when it is

expected to lower rates by a quarter point.

The central bank made its first reduction in borrowing costs this year at its last meeting in

September, lowering rates by a quarter point to 4-4.25 per cent, and indicated more cuts would

follow.

The Fed’s board has been split this year over how fast and far to cut rates as it weighs the effects of

a slowing labour market against the potential for a surge in inflation in the wake of Donald

Trump’s tariff drive.

Fed chair Jay Powell has come under intense pressure from Trump to lower borrowing costs since

the US president returned to power in January.

US inflation rose less than expected in September
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White House spokesperson Karoline Leavitt said on Friday that inflation had come below

expectations “thanks to President Trump’s economic agenda”.

Blaming the shutdown on Trump’s Democratic opponents, she added that it “will likely result in no

October inflation report, which will leave businesses, markets, families and the Federal Reserve in

disarray”.

Andrew Hollenhorst at Citi said markets were still assuming that the October report would be

released at some point, but would probably be delayed.

“That creates an issue in markets and for policymakers because you don’t know the state of the

economy [initially] and then all at once we might get a bunch of data that updates us on the state of

the economy,” he said. “So you end up with a period of heightened volatility.”

Annual core inflation, which strips out volatile food and energy prices, rose to 3 per cent in Friday’s

figures, less than the expected 3.1 per cent. Energy prices were up 2.8 per cent over the period,

while food prices climbed 3.1 per cent.

Gasoline prices increased most compared with the previous month, rising 4.1 per cent.

Tom Simons, chief US economist at Jefferies, said Friday’s figure was “inconsistent with the

expectation that tariffs would raise the price of goods”.

“There is little pass-through to consumers from tariffs,” he said. “I’m not sure if it can last

indefinitely, but retailers are cautious about passing through price increases to consumers.”

But George Brown, senior economist at Schroders, said he would “caution against complacency” by

the central bank because of the risk that tariffs could still push up prices in the months ahead. 

“An inflation resurgence is at risk of being under-appreciated by the Fed and underpriced by the

market,” he said.

Separately, the University of Michigan’s October reading on consumer sentiment was revised lower

on Friday. Year-ahead inflation expectations remained on par with the initial reading of 4.6 per

cent, but long-term expectations were bumped up to 3.9 per cent.
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