
What do you mean I’m like an 
old man?
Well … you do when you walk! Admittedly, 
I do have a calf strain, but according to 
some in my household, the slight limp 
makes me walk, and look, like an old 
man! I’ve seen old men walk … and I look 
nothing like that … although I’m probably 
going at the same pace! Still, the positive 
was that I am (still) good looking … I guess 
I’m a good looking old man! 

There were a few questions about 
yesterday’s NZD weakness …

… but simply, the NZD was the strongest 
performer in August, and it was time 
for a re-alignment. Yes, there were a 
few comments out of Japan, and the 
Australian data wasn’t flash, which saw 
the AUD come under pressure, and the 
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NZD follow. The USD-index also finished 
its consolidation above the 101.50 
level, which opens it up for a potential 
extension to 102.15, while the VIX 
surged 32% to 20.6.

The poor US data saw yields give up 
some of the recent gains, with 2 and 
10-years falling -4bps and -7bps to 
3.89% and 3.85%, while equity markets 
were a sea of red amid the broader 
risk-off environment/dump everything 
environment. The US indices fell -1.8% 
to -3.0%, while the European exchanges 
were -1.5% lower. The Nikkei was the 
worst performer in Asia falling -2.8%. 
Interestingly, commodity prices were 
also weak, mainly due to oil prices which 
plummeted -5.0%, while Goldmans 
slashed its 2025 copper forecast by 
almost USD5k to USD10k a ton!

US manufacturing PMIs remained 
in contractionary territory for a 5th 
straight month at 47.2. While the print 
was below expectations at 47.5, it was 
an improvement on July’s 46.8. It was a 
similar story with the US optimism index 
which has now remained in negative 
territory for 37 consecutive months 
at 46.1, although it showed a 1.6 pip 
increase on the July print, which saw the 
index reach its highest level since April 
2023.   

Breaking the Japanese news down, a 
BoJ paper by Governor Kazuo Ueda, 
suggested the central bank will continue 
to raise interest rates should the 
economy and prices perform as expected. 
Pimco Japan expects the BoJ will raise 
rates again as early as January, with the 

fund preparing to invest in long-term 
JGBs, while Arif Husain, who forecasted 
the JPY carry unwind in July, warned 
the shock may not be over, with the prior 
unwind merely “the first shift” given the 
mountain of Japanese money that could 
potentially flow back into Japan as their 
domestic rates rise. Finally, despite the 
BoJ attempts to stimulate inflation, the 
Government is planning to spend almost 
JPY1trn from their reserve funds to 
subsidise energy imports.

Ahead of today’s GDP release, the 
Australian Q2 current account deficit 
plummeted to -AUD10.7bn, which was 
woeful compared to the forecast at 

-AUD5.0bn and Q1’s -AUD4.9bn. Exports, 
as a net contribution added 0.2%, 
against expectations at 0.6%, which will 
likely weigh on today’s GDP print. On a 
positive note, the weekly inflation survey 
saw expectations fall to their lowest level 
since late 2021 at 4.6%. 

The UK Treasury saw GBP110bn of bids 
for their latest bond issue, the sale of 
some 2040’s, which was a positive result 
as it was the first issue since the Labour 
party’s election victory. British retail 
sales jumped 1.0% in August following 
July’s 0.5% gain.

Finally, in New Zealand the GDT auction 
saw the overall index fall -0.4% as WMP 
prices came under pressure, falling -2.5%, 
although SMP outperformed, rallying 
4.5%, while our Q2 terms of trade gained 
at 2.1% as exports surged 5.2%, while 
imports grew 3.1%.
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