
Looking at the latest Gulf related 
headlines …
•	 Despite Trump’s 5-day pause, Iran has 

reported an attack on a gas pipeline 
feeding a power station.

•	 Saudi Arabia and the UAE are losing 
patience with Iran, with Saudi Arabia 
signalling a potential shift toward 
direct military involvement while 
the UAE is targeting Iranian-linked 
financial assets.

•	 With 5k US troops already in the 
region, the US announced it will send 
another 3k paratroopers including the 
101st and the 82nd.

While everyone is talking about oil, it 
should be remembered 46% of global 
urea is sourced directly from the Gulf 
region with the spot urea pricing surging 
40%. Supply has also been constrained 
with China, which exports USD13bn of 
fertiliser annually, halting all exports to 
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protect its domestic supply while Qatar’s 
state-owned producer has shut down its 
urea plant. Australia, which sources over 
60% of its urea from the Middle East, 
expects its fertiliser stocks to run out by 
mid-April. 

This morning oil prices are 3.8% higher 
with crude at USD91.50/bbl and WTI at 
USD103.65/bbl. Interestingly, the Omani 
contract has fallen from yesterday’s 
USD160.00 to USD128.00. Interestingly, 
European gas prices have fallen 6.0% 
while the mid-cycle dairy auction saw 
a continuation of the recent trend with 
SMP higher and WMP lower.

In currency-land, yesterday the NZD 
remained elevated compared to its peers 
after the slightly hawkish comments 
from the RBNZ Governor, but overnight 
that trend was reversed as the USD-
index recovered to be 0.25% higher 
on the session with the EUR and AUD 
outperforming. Currently, AUD/USD is 
0.5% lower on the session at 0.6975 with 
the NZD/USD 0.6% lower at 0.5825. This 
saw the NZD/AUD eased back from the 
0.8375 level to 0.8350. 

Looking at the data releases …
•	 US flash composite PMIs fell to 51.4 in 

March from 51.9, the lowest level since 
April. Services growth weakened from 
51.7 to 51.1, although manufacturing 
outperformed, jumping from 51.06 to 
52.4.

•	 Australia manufacturing PMIs eased 
from 51.0 to 50.1 in March, although 
services PMIs fell to 46.6 from 52.8, 
which meant the composite fell to 47.0 
from February’s 52.4. 

•	 Japanese annual inflation eased from 
1.5% to 1.3% in February.

•	 Australian consumer confidence fell to 
its lowest since records began in 1973 
as soaring petrol prices saw inflation 
expectations rise to an all-time high. 

The RBNZ signalled it will largely look 
past a temporary spike in energy prices 
from the conflict, but warned rates could 
rise if inflation proves more persistent. 
Governor Anna Breman stressed that 
the duration of the shock is critical 
as policymakers needed to weigh the 
inflationary pressures against slower 
growth, stating, “A short-lived disruption 
and a temporary increase in petrol prices 
can – and should – be looked through… if 
unlikely to affect medium-term inflation.” 
However, if higher energy costs begin 
to shape inflation expectations, “The 
appropriate policy response could be to 
increase interest rates to prevent these 
second-round effects.” The Governor also 
flagged rising uncertainty for households 
and businesses, arguing that targeted 
fiscal support would be more effective 
than monetary policy in cushioning the 
impact. 

The Fed’s Mary Daly was more explicit 
stating, “There are two possible paths 
for the economy. In one, the conflict in 
the Middle East resolves quickly, oil and 
energy prices fall, and the impact on the U.S. 
economy is short-lived and muted. Under 
those circumstances, it would make sense 
to look through the temporary rise. But if 
the conflict becomes more protracted, with 
disruptions in energy supply and associated 
cost pressures, it increases the risks for 
higher inflation, slower growth, and a 
weaker labour market.”
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