
Strap yourselves in … it’s going 
to be a wild ride!
Global markets are bracing themselves 
for a ‘wild’ Monday opening after the 
collapse of the weekend’s US-Iran talks … 
but should we be surprised? 

According to the US, the weekend’s talks 
broke down due to Iran’s unwillingness 
to give up its efforts to obtain a nuclear 
weapon. Tehran’s demands also included 
control of the Strait of Hormuz, payment 
of war reparations, and a ceasefire in 
Lebanon. Iranian state broadcaster 
IRIB countered with, “Despite various 
initiatives from the Iranian delegation, the 
unreasonable demands of the American side 
prevented the progress of the negotiations.” 
I suspect this is all part of ‘The Art of the 
Deal’ and further negotiations will be 
scheduled in the coming days. 
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Following the breakdown of the talks, the 
US President has gone full ‘Hello Sailor’ 
announcing, “Effective immediately, US 
Navy will begin the process of blockading 
any and all ships trying to enter, or leave, 
the Strait of Hormuz. The US Navy will seek 
and interdict every vessel in International 
Waters that has paid a toll to Iran,” adding, 

“The US military will finish up the little that 
is left of Iran.” Two super-tankers have 
already U-turned from the Strait after 
the breakdown of the peace deal talks, 
while the UAE oil chief warned Iran that 
the blocking of Hormuz is “a direct threat 
to the energy, food and health security of 
every nation.”

On the open, expect to see renewed 
‘risk off’ sentiment as investors shift to 
safe havens. Expect a jump in oil prices 
from Saturday’s closes at USD96.57 and 
USD95.20, while equity futures will trade 
lower from Friday’s flattish close. We 
should expect local interest rates to open 
higher this morning following Friday’s 
surge in US Treasury yields, which saw 
the 2-year gain 4bp to 3.81%, while the 
10-year closed 6bp higher at 4.34%. The 
USD-index will also be overloaded with 
buyers this morning, with the NZD/USD 
already trading below Saturday’s 0.5838 
close to be just above 0.5800.

The impact of the war with Iran is already 
being reflected in global inflation after 
US CPI surged 0.9% in March, the largest 
monthly increase since June 2022, which 
pushed the annual rate to 3.3%, its 
highest level since May 2024. Core CPI 
rose more modestly to 2.6%. Meanwhile, 
Chinese annual inflation printed at 1.0%, 
below forecasts at 1.2%, after food prices 

plummeted from February’s 1.7% to 
0.3%, but against this, Chinese producer 
price inflation rose into positive territory 
for the first time since September 2022, 
gaining 0.5% on the year. 

The other headlines from Friday saw US 
consumer sentiment plunge to a record 
low, falling 11% to 47.6, while the 1-year 
inflation forecast moved sharply higher 
from 3.8% to 4.8%. The Bank of Korea 
held its policy rate at 2.5%, while March 
NZ manufacturing PMIs eased from 
54.8 to 53.2. Having fallen from 55.0 
in January, while the sector remains 
in expansionary mode, momentum is 
clearly slowing!

This week …
The conflict will remain the key driver 
for markets, but we also have some data 
releases as well. Speeches have been 
booked with several Fed members, and 
we have the start of the Q1 US reporting 
season. 

From the US, we also have PPIs, 
industrial production, house prices, 
initial claims, and the NY Empire State 
and Philly Fed manufacturing indexes. 
From the Eurozone, we have the final 
March inflation print, the Eurozone and 
the UK will release their trade balances, 
with the UK also releasing retail sales. 
China has Q1 GDP, industrial production, 
unemployment and retail sales, Australia 
will release employment, consumer 
and business sentiment, while from 
NZ we will get the latest updates on 
PSIs, migration, house prices, and food 
inflation. 
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