
That was a great start …
Although there are still 4-days to go, but 
it seems the Black Caps openers have 
done their job. Let’s hope the All Whites 
can do something similar tomorrow … 
although I suspect they will have to ride 
their luck to get anything from the game. 
Who knows, after my mid-week scoring 
exploits, maybe I’ll get a call-up!

Iran attacks!
I didn’t think I’d be writing this headline 
yesterday, but overnight Iran attacked a 
cargo ship in the Strait of Hormuz, testing 
the ‘Peace MoU.’ The IRGC stated ships 
must obtain authorisation to transit 
the Strait or face enforcement action. 
The latest reports suggest the Iranian 
authorities have also ordered at least 
three oil tankers transiting the Strait 
to turn back, with two additional ships 
appearing to reverse course as well.
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Prior to the attack, oil prices had eased 
a further 4.0% with crude trading below 
USD70.00 per barrel, but the attack 
saw a rapid reversal of these moves with 
crude currently at USD72.15 and brent 
at USD75.40. Gold, silver and copper 
prices saw similar reversals with gold, 
which had plummeted below USD4,000 
per ounce to a 7-month low, bouncing 
back to be 1.0% higher on the day.

The resurgent USD-index held near its 
13-month high after a series of stronger-
than-expected releases boosted 
expectations the Fed will raise interest 
rates this year. The JPY remains under 
pressure at 161.80 despite BoJ member 
Naoki Tamura calling for steady rate hikes 
every few months, while the EUR/USD 
slipped to a low at 1.1333 as the ECB’s 
interest rate outlook looks increasingly 
dovish compared to the Fed’s. The NZD 
and AUD spent the session consolidating 
near their recent lows against the USD 
and on their crosses. 

US Treasury yields flatlined with the 
2-year 2bps lower at 4.13%, while the 
US 10-year Treasury remains firmly 
cemented in its range between 4.35%-
4.65%, albiet near the bottom. In private 
credit markets, Morgan Stanley capping 
quarterly redemptions at 5.0% from 
its USD7bn fund heightened investor 
liquidity fears.

Equity markets were sharply divided 
overnight after the tech heavyweights 
diverged as the hyperscale cloud 
providers sank while chip producers 
rallied after Micron’s blowout sales 
forecast. The S&P 500 closed flat, while 
the Nasdaq added an extra 0.5%. The 
European bourses gained 0.3%-0.8%.

In terms of the releases …
US PCE inflation rose 0.4% in May, 
matching April’s increase, although it was 
below forecasts at 0.5% while the core 
was in line with expectations at 0.3%. On 
an annual basis inflation accelerated to 
4.1%, its highest level since April 2023, 
while the core edged up to 3.4%.

The other US headlines saw initial jobless 
claims ease 12k to 215k, although 
continuing claims rose 21k to 1,821k, 
while the US economy expanded an 
annualised 2.1% in Q1, revised up from 
1.6% in its 2nd estimate.

Australian employment rose by 40.3k, 
rebounding from the prior months 
revised 40.7k decline. This saw the 
unemployment rate fall to 4.4%. 
Unfortunately, 35.2k of the gain was in 
part-time jobs, with full-time employment 
gaining just 5.2k. The employment-to-
population ratio edged up from 63.7% 
to 63.8%, marking its first increase in 
six months, while the participation rate 
ticked up from 66.6% to 66.7%. 

Finally, Chicago Fed President Austan 
Goolsbee confirmed, “The inflation side 
of the mandate is clearly the problem 
(although) the PCE report wasn’t all negative. 
It’s core CPI from services that makes 
me nervous.  I’ve long been uneasy with 
forward guidance, but I don’t hate the dot 
plots.” Colleague John Williams pushed 
back the timing of the Fed hitting its 
2.0% inflation target from 2027 to 2028 
adding, “I expect inflation to moderate at 
3.5% this year.”
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