
“Mentality? It’s not a mentality 
problem. You can bottle it up 
and sell it.”
Said a certain Mr Tuchel, but beyond that, 
what a great weekend it was for sport 

… apart for the warrior’s result! The 
WC continues to excel, the tennis was 
excellent, and the rugby was good! But 
what about McCullum getting sacked as 
the test coach… I didn’t see it coming, but 
then again, it’s a bit like the US-Iran peace 
MoU… should we be surprised?

Looking at the latest headlines 
The first one I saw this morning 
announced… US forces strike Iran 
for a third time in a week, prompting 
retaliatory attacks from Iran, with Tehran 
declaring, “The Strait of Hormuz would be 
closed until further notice.”
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While the second headline stated that 
the US claims the Strait of Hormuz is 
open to all vessels seeking safe transit.

So… no change in terms of the 
contradictory headlines! 

In the ‘real world’, atleast from a financial 
market’s perspective, the NZD continues 
to recover from its recent low amid a 
hawkish RBNZ, and comments from 
the Governor that, “There are signs that 
the economic recovery is stronger than we 
expected,” which was supported by last 
week’s surge in manufacturing PMIs to 
59.7 

While the USD -index remains stable 
around the 100.75 level, the NZD/USD 
has spiked up to 0.5760, and to 0.8290 
against the AUD. It has also recovered on 
the other crosses as well. 

NZ interest rates have also spiked with 
the 2-year NZ IRS rate firming 16bps 
since the RBNZ rate hike with the 2-years 
now at 3.53%. This compares against 
the 2-year US IRS rate at 4.21% and the 
2-year AU IRS rate at 4.43%. As Deutsche 
Bank said in their latest FX report…  
when growth holds up and volatility stays 
contained, yield differentials get paid!

Oil prices will start the week trading on 
the right-hand-side given the recent 
attacks, while equities will largely be 
driven by this week’s earnings releases.   

The death of South Carolina Senator 
Lindsey Graham will add to complications 
for the US Senate, and to the November 
mid-terms.

The week ahead 
Will be dominated by Fed Chair Kevin 
Warsh’s testimony before the House 
Financial Services Committee on Tuesday 
and the Senate Banking Committee on 
Wednesday. It is also the start of the Q2 
earning season, which will keep equities 

‘frothy.’ It is also a busy week with US CPI 
and producer price inflation, retail sales, 
industrial production, trade, Michigan 
sentiment, housing starts, building 
permits, export and import prices, 
business inventories, the government’s 
monthly budget statement, capital flows, 
and regional manufacturing indexes such 
as the NY Empire State and Philadelphia 
Fed. That is quite the list!

In Europe, the economic calendar is 
relatively light with Euro Area and UK 
inflation, while the UK also has GDP, 
industrial, manufacturing production, 
and trade. Conversely, it’s a busy week 
in China with GDP, industrial production, 
retail sales, trade, and new loans. It’s a bit 
quieter in Japan with the Tankan survey, 
Australia will release their latest business 
and consumer confidence gauges, as 
well as consumer inflation expectations. 
Finally, in NZ, following last weeks stellar 
manufacturing PMI release we have 
services PMIs as well as migration, card 
spending, food inflation, and the Q3 
NZIER QSBO report.
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