
With last night being national 
holidays across a fair part of 
the globe …

… financial markets were lacklustre. 

Looking at my screens this morning, not 
a lot appears to have changed. Equity 
markets that were open were mixed, 
as were commodity markets, although 
it should be noted that copper sold off 

-3.5%. FX markets flatlined, swap market 
pricing was slightly lower, while bond 
markets lacked direction with treasury 
markets closed. All up, last night was a 
snooze-fest!    

But it is all kicking off in Turkey after 
Recep Tayyip Erdogan won his election 
runoff. In extending his rule into a 
third decade, the prospect of a more 
confrontational approach to the ‘West’ 
heightened the uncertainty for investors, 
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which saw the Turkish lira weakened to 
a fresh, record low, having fallen -6.0% 
since the start of the year. 

And while US President Joe Biden 
delivered his feedback on the debt limit 
agreement, stating it was, “good news,” 
Goldmans announced the extension 
would reduce federal spending resulting 
in a -0.1% contraction in US GDP in 2024. 
Meanwhile, according to BoA, the Fed 
needs three conditions for a further Fed 
rate hike namely, “strong economic data, 
an increase in the debt ceiling, and subdued 
regional bank stress.”

IMF MD Kristalina Georgieva announced 
that, “US inflation remains stubbornly high. 
PCE is telling us that the job is not quite yet 
done. Frankly, we need to continue to follow 
the data and see how much it would take 
to bring inflation back to target,” before 
adding on the regional banking crisis, 
that, “Unrealized losses from holdings of 
long duration securities would increase 
in both banks and nonbanks and the cost 
of new financing for both households and 
corporates could become unmanageable. 
Such a tightening of financial conditions 
could trigger an increase in bankruptcies 
and worsen credit quality.”

ECB policy maker Gabriel Makhlouf said 
the central bank is near the “top of the 
ladder” on rate hikes, while colleague 
Pierre Wunsch highlighted the need for 
fiscal policy support to slow inflation. In 
the UK, former BoE hawk Willem Buiter 
warned interest rates must be hiked to 
at least 6.0% to stamp out stubborn UK 
inflation.

Here’s some interesting facts, in 2026 
the Le Mans 24-hour race will allow 
hydrogen powered cars to compete, 
while Jeff Bezos has just got engaged, 
spending a reported USD2.5m-USD5m 
on the ring. It must have been his hair cut 
that swung it!  

The Antipodean centric section.
Despite the market pricing in a 60.0% 
chance of a further RBNZ hike by 
October, one of the local banks has gone 
against the grain suggesting, “The May 
meeting signalled the peak in the tightening 
cycle. The next move is a rate cut, but not for 
a while yet. The RBNZ looks to be on hold 
for the remainder of 2023. Now’s the time 
to wait and see how previous hikes wash 
through the economy. Monetary policy is 
beginning to bite.”

But it is a different situation in Australia 
where RBA Governor Philip Lowe 
warned that pay increases of more than 
2.0%-3.0% for workers would worsen 
inflation and force the central bank into 
a new round of rate hikes, while UBS 
expects “the RBA to actively engage in QT 
from the start of next year, provided there 
are no particular stresses in funding markets. 
As for the RBA’s cash rate, UBS expect a rate 
hike at the July meeting.”
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