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KUWAIT: Inflation in consumer prices
rose to 3.5% year-on-year (y/y) in June,
though there were indications that pres-
sures have eased in the last three
months. Housing inflation continued to
rise in June to 6.5% y/y, though pressure
appears to be waning in Q2.Price pres-
sures also came from food inflation,
which increased for the fourth consecu-
tive month on a y/y basis; however, con-
tinued weakness in international food
prices suggests food inflation can be
expected to ease in the coming months.
The stronger Dinar (against the Yen and
the Euro) is also projected to limit any
significant inflationary pressures. We see
an average annual inflation in 2015 stay-

ing near 3.5%, as core CPI (ex-food) also
steadies near 3.5%.

Inflation in food prices has been the
largest source of overall inflation in the
last three months, but remains relatively
subdued. Food price inflation rose to
3.6% y/y in June, its most rapid pace in
over a year. Stronger demand attributed
to the Holy Month of Ramadan may
have played a factor in pushing prices
higher. Still, this trend is not expected to
be maintained in the coming months,
especially with international food prices
declining and with the strong Dinar.
Indeed, international commodity food
prices are down by over 15% y/y accord-
ing to the Commodity Research Bureau.

At the same time, the Dinarís trade-
weighted exchange rate rose by around
4%.

Housing rent remains key 
Housing rent inflation remained a key

source of inflation, though its contribu-
tion has diminished in Q2. While rent
inflation rose to its highest pace in over
six years in June to 6.5% y/y, upward
price pressures in the last three months
have diminished significantly. Prices rose
by an annualized 3.2% during the three
months through June, the slowest pace
in nearly a year. The sector may be bene-
fiting from a healthy cooling off in the
real estate market following a strong

2014.
Other sources of inflation over the

last three months included furnishings &
household maintenance as well as
restaurants and hotels. Inflation in fur-
nishings and household maintenance
edged up in June to 4.2% y/y after a few
months of easing. Meanwhile, price
inflation in the restaurants and hotels
sector continued to accelerate, rising to
a new multi-year high of 6.9% y/y. This
comes two years after the sector had
seen a period of stagnating prices. 

There was virtually no inflation com-
ing from the recreation and culture and
clothing and footwear sectors in the last
three months. In fact, prices have been

falling slightly in both sectors. Prices in
recreation & culture have declined by
0.5% y/y while prices of clothing &
footwear are down by 1.5% y/y. 

We can expect inflationary pressures
to continue to moderate in the coming
months with international food prices
dropping and a cooling real estate mar-
ket limiting growth in housing rents.
Indeed, annualized price growth during
the three months through June declined
to 2.6% for the general CPI index, the
slowest pace since August 2014. A
stronger Dinar will also help keep price
inflation in check in the coming months.
We expect CPI inflation will average
3.5% this year.

Inflation at 3.5% in June; upward price pressures appear to ease
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INDIANA: This Oct. 20, 2009, file photo, shows a home with a reduced price for sale in Carmel, Indiana, neighborhood. Short of cash and unset-
tled in their careers, young Americans are waiting longer than ever to buy their first homes. — AP

WASHINGTON: Short of cash and unsettled in
their careers, young Americans are waiting
longer than ever to buy their first homes. The
typical first-timer now rents for six years before
buying a home, up from 2.6 years in the early
1970s, according to a new analysis by the real
estate data firm Zillow. The median first-time
buyer is age 33 - in the upper range of the mil-
lennial generation, which roughly spans ages
18 to 34. A generation ago, the median first-
timer was about three years younger. The delay
reflects a trend that cuts to the heart of the
financial challenges facing millennials: 

Renters are struggling to save for down pay-
ments. Increasingly, too, they’re facing delays
in some key landmarks of adulthood, from
marriage and children to a stable career,
according to industry and government reports.
These shifts help explain why homeownership,
long a source of middle class identity and eco-
nomic opportunity, has started to decline. The
share of the US population who own homes
has slid to 63.4 percent, a 48-year low, accord-
ing to the Census Bureau. And when young
adults do sign the deed, their purchase price is
now substantially more, relative to their
income, than it was decades ago. First-time
buyers are paying a median price of $140,238,
nearly 2.6 times their income. In the early
1970s, the starter home was just 1.7 times
income.

Delaying decisions 
Millennials are “still very interested in buy-

ing a house, but they’re delaying that decision,”
said Svenja Gudell, chief economist at Zillow.
“Once they start having kids, they begin look-
ing for homes. We’re also finding that - given
how much rental rates are currently rising - a
lot of folks are having a hard time saving for a

down payment and qualifying for a mortgage.”
Millennials increasingly find themselves in a
situation like that of Lou Flores, a 30-year-old
portfolio manager in San Diego. He shares a
one-bedroom apartment with his boyfriend,
paying $1,400 a month to live within walking
distance of Balboa Park and the zoo.

Flores’ parents had built their nest egg by
steadily upgrading their homes, ingraining him
with the notion that “renting was a waste of
money.” But the median home in San Diego
costs more than a half million dollars, accord-
ing to the area’s association of Realtors. So
Flores figures ownership is at least a few years
away.

“Here in California, if you’re not married or
with someone, it’s impossible to buy a home
without financial backing from your parents,”
Flores said. Few first-timers around the country
can lean on their parents. Among homebuyers
last year under age 34, 14 percent received
down payment help from family or friends,
according to a Federal Reserve survey.

Most first-timers still depend on personal
savings for at least some of their down pay-
ments.  But rising rental prices have complicat-
ed the task of socking away money for a down
payment. Fueled by a surge of renters across all
age ranges, rental prices nationally have grown
at roughly twice the pace of average hourly
wage growth, which was a paltry 2.1 percent
over the past year.

A result is that those prices are consuming
more income. A striking 46 percent of renters
ages 25 to 34 - the core of the millennial popu-
lation - spend more than 30 percent of their
incomes on rent, up from 40 percent a decade
earlier, according to a report by Harvard
University’s Joint Center of Housing Studies.
(The housing industry generally regards a fig-

ure above 30 percent as financially burden-
some.)

Cost burdens 
Some of the cost burden stems from a shift

toward people who envision themselves rent-
ing for several years and therefore seeking the
kinds of amenities more commonly associated
with home ownership. Based on searches for
rentals on RadPad in June and July, for exam-
ple, apartments with stainless steel appliances
and swimming pools were disproportionately
popular in cities with lower homeownership
rates such as Los Angeles, Chicago and
Washington. Nearly a fifth of Washington-area
searches sought apartments with stainless
steel appliances, compared with 5 percent
nationwide. More than a third of Chicagoans
wanted an apartment with a pool, versus 18
percent nationally.

Job security has become a more central
consideration for first-time buyers. The Money
Source, a mortgage lender and servicer, exam-
ined applications from 5,404 millennial home-
buyers. It found that the buyers had averaged
nearly 4.5 years in their field of work and had
held their current job for slightly more than
three years.  Those figures point to how critical
career stability has become for a generation
that entered the workforce during the Great
Recession and its slow-growth recovery.
Housing industry experts note that surveys still
show a strong desire to buy among millennials,
but that their timelines for purchasing depend
on achieving more stability in their careers. “As
long as there is the job market to support mil-
lennials - just as it has for previous generations
- I don’t believe their habits will change,” said
Darius Mirshahzadeh, CEO of The Money
Source. — AP 

Millennials facing major
financial challenges

Americans waiting longer than ever to buy first homes

WASHINGTON: Manufacturing activity in
New York state contracted in August at the
fastest pace since the Great Recession,
pulled down by sharp declines in new
orders and shipments. The Federal Reserve
Bank of New York said yesterday that its
Empire State manufacturing index plunged
to minus 14.9 from a positive reading of 3.9
in July. That is the lowest level since April
2009. Any reading below zero indicates
contraction.

A gauge of new orders fell to minus 15.7
from minus 3.5, while a measure of ship-
ments dropped to minus 13.8 from positive
7.9. US manufacturers have been strug-
gling with a variety of headwinds, includ-
ing weak overseas economies in Europe

and China that have cut into exports. The
dollar has also risen about 20 percent in
value in the past year, which can also
reduce exports by making them more
expensive.

Nationwide, however, factories are
boosting output on the back of stronger
domestic demand. Employers have added
nearly 3 million jobs in the past 12 months,
enabling more Americans to spend on large
items such as autos. A separate report from
the Federal Reserve in Washington last
week showed that US manufacturing out-
put rose a healthy 0.8 percent in July after
falling 0.3 percent in the previous month.
July’s gain was driven by greater production
of autos, clothes and plastics. —AP 

Manufacturing in New York 
shrinks by most since 2009

MANILA: Gold was steady yesterday
after pulling back from a three-week
high hit last week, as more upbeat US
economic data strengthened the dollar
and the case for the Federal Reserve to
hike interest rates next month. Spot gold
was flat at $1,114.05 an ounce by 0038
GMT. The metal has come off Thursday’s
three-week peak of $1,126.31, though
still managed to snap a seven-week los-
ing run. US gold for December delivery
was little changed at $1,113.80 an ounce.

China’s devaluation of its Yuan last
week helped gold recover some lost
ground, but bullion has pared some of
those gains as fears abated that Beijing
would pursue a sustained depreciation
of its currency. That has put the market
focus back on a looming US rates
increase. US industrial output advanced
at its strongest pace in eight months in
July in another bullish sign for third-
quarter economic growth that boosts
the prospects of a rate hike next month.

Minutes from the Fed’s July 28-29
meeting due on Wednesday will offer
vital clues about its plan to hike rates for
the first time since 2006, with rebound-
ing retail sales, solid jobs growth and ris-

ing construction all pointing to next
month as gross domestic product stays
above trend for the world’s largest econ-
omy.

Hedge fund Paulson & Co cut its stake
in the world’s biggest gold-backed
exchange-traded fund in the second
quarter of 2015, after holding it
unchanged for six straight quarters, just
before prices took a tumble. Hedge
funds and money managers sharply cut
their net short position in COMEX gold
contracts in the week ended Aug. 11, as
the surprise devaluation of China’s cur-
rency lifted bullion prices further above a
5-1/2-year low, US Commodity Futures
Trading Commission data showed.

In Greece, Prime Minister Alexis
Tsipras faced the widest rebellion yet
from his leftist lawmakers as parliament
approved a new bailout program, forcing
him to consider a confidence vote that
could pave the way for early elections.
The dollar edged higher as traders
looked to the prospects of a US rate hike
next month. Asian stocks were little
changed as investors’ nerves continued
to settle after China’s surprise Yuan
devaluation last week. — Reuters 

Gold steady as focus 
back to US rate hike 

NEW YORK: A pedestrian walks past the New York Stock Exchange. World stock mar-
kets were mostly higher yesterday, as the Yuan steadied and Greece inched closer to
receiving its latest bailout. — AP 


