
As hopes fade …
For a US-Iran deal to reopen the Strait 
of Hormuz, crude oil rose to USD82.00 
a barrel while brent cleared USD87.00. 
Geopolitical risks intensified following a 
Houthi strike on Aramco’s Jazan refinery 
in Saudi, compounding supply anxieties, 
while Tehran warned that the Strait 
will not return to its pre-war conditions 
without any major concessions as 
hardliners like Mohsen Rezaei have 
gained further political leverage.

While gold prices rose to a 7-week high, 
the energy spike pushed US Treasury 
yields higher with the 2-year firming 
4bps to 4.25%, while the 10-year yield 
rose 5bps to a monthly high of 4.70%. 
Despite Friday’s weak US jobs report, 
fears are growing that a renewed bout 
of inflation could force the Fed to hike 
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rates. Reinforcing this hawkish outlook, 
Fed member Beth Hammack stated, 

“Now is the time to bring more restraint into 
policy. I don’t think one 25bps move will do 
much. The current rate is not meaningfully 
restricting the economy. We would probably 
need some number of hikes (although I have) 
no intention to prejudge the number of rate 
increases. I’m still not seeing a problem with 
the jobs market.” 

US and European equity markets paused 
their recent rallies to finish flat overnight, 
while the USD-index rebounded to 99.70. 
The NZD and AUD eased back slightly, 
although the JPY’s post-intervention 
gains continue to evaporate with            
AUD/JPY firming to 112.40 with NZD/
JPY at 93.75. Meanwhile, with the NZD/
AUD remaining near its 13-year low, a 
certain Australian investment bank is 
rumoured to be keen to take advantage 
of the weak exchange rate!

On the geopolitical chessboard, President 
Trump pivoted toward economic warfare, 
stating that, “We are only semi-negotiating 
with (Iran). We are just watching Iran with 
its huge inflation and the fact they have 
no money,” as deepening poverty, rising 
household debt, rampant inflation, and 
rising unemployment are (allegedly) 
weighing on the Iranian economy. Frankly, 
it’s hard to know if it’s actually going to 
make any difference to the ‘hardliners’ 
who appear to be gaining the upper hand. 

Ahead of today’s RBA 
announcement
Along with the latest business sentiment 
release …

•	 Our view is that Australia’s weaker 
than expected Q2 inflation print 
means the RBA will undertake a 

‘hawkish hold.’

•	 Overnight, the increase in the US 
Conference Board’s July employment 
index, from 106.7 to 107.7, signalled 
an underlying resilience in the US 
labour market despite Friday’s data.

And now for something 
completely different!
Chinese container operator Sea Legend 
has officially launched the ‘Ice Silk 
Road’ connecting Chinese ports directly 
to European hubs via the Arctic. The 
accelerating ice melt, and intensifying 
gridlock across the southern corridors, 
cuts the standard 40-day voyage 
between China and Northern Europe 
down to 18 - 20 days heavily reducing 
fuel costs, inventory capital, and shipping 
times. 

Finally, ‘la question du jour!’ If someone 
turns on the oven to start cooking dinner, 
but then goes back to work, while I go 
upstairs to change, who is to blame when 
my dinner burns? 
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