
I go to a conference for a day 
and what happens…
The world order collapses … Brent oil 
surged past USD101.00 as the Gulf War 
intensifies, while US Treasury Secretary, 
Scott Bessent, deployed a massive 
USD6.00bn, “Bazooka”, to defend a 
bleeding Treasury curve! 

The global energy complex crossed a 
major psychological threshold overnight 
after the price for a barrel of Brent 
oil surged to the USD101.35 level 
for the first time since May, driven by 
accelerating combat operations in the 
Strait of Hormuz and a bounce in Chinese 
oil demand. The US military confirmed 
it completely destroyed five Iranian oil 
tankers following a fresh series of direct 
missile attacks. In response, Tehran 
declared it is fully prepared for a, “more 
intense conflict”, and will not back down 
destroying all hopes for a diplomatic 
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off-ramp. Meanwhile, Chinese refiners 
are stepping up oil purchases from 
Africa, Canada, Latin America and Russia, 
as Iranian and Gulf supplies remain 
constrained.

The inflationary shockwaves spread 
instantly through the broader energy 
markets with European gas prices 
skyrocketed above EUR80.00 per 
megawatt-hour, printing their highest 
trading levels since 2023. Attempting to 
manage the narrative, President Trump 
posted that forcing oil prices down will, 

“take a little longer”, but promised a drastic 
reduction will arrive, “shortly, right after 
the election.”

Adding to the mayhem …
The relentless energy spike sent long-
dated borrowing costs screaming higher 
driven by a lethal cocktail of sticky 
war-driven inflation, massive corporate 
debt supply (with AI giants dumping 
over USD1.50trn in new issuance), and 
ongoing liquidations from Tokyo as 
Japanese officials sell off Treasuries to 
support the Yen.

US Treasury yields spiked higher to 
cement in their recent gains with the 
2-years gaining 3bps to yield 4.43%, the 
10-years spiked 5bps to reach 4.84% - 
its highest absolute peak since October 
2023, while the 30-years gained 4bps 
to reach 5.29%. While some are asking 
whether the US 10-year yield will break 
the psychological 5.00% level, I think the 
real question is will it reach the 5.50% 
level? Regardless, local swap rates will 
trade higher on our open this morning!

In an attempt to stall the yield breakout, 
Secretary, Scott Bessent, executed an 
aggressive emergency intervention 
with the US Treasury announcing it 
would triple the size of its long-dated 
government debt buyback to USD6.0bn 
tonight, completely overriding his 
earlier guidance of a USD4.0bn cap. 
Furthermore, the Treasury confirmed 
that the maximum purchase size for 
the 6 remaining scheduled long-dated 
buybacks this quarter will be locked at 
least USD4.0bn. The immediate market 
impact was highly volatile: Treasuries 
initially extended their losses as bond 
desks parsed the sheer scale of fiscal 
stress, while global equity bourses 
tumbled. However, long-end yields 
managed to recoup a fraction of their 
losses late in the session after a fresh note 
auction highlighted that institutional 
buyers are still willing to step in at these 
extreme levels.

Despite the unwind of Treasuries, the 
US Dollar Index has remained incredibly 
stable trading just below the 99.00 level. 
The AUD/USD is unchanged although 
the NZD weakened as the oil-NZD 
correlation re-established itself. This saw, 
once again, NZD/AUD reach a new low at 
0.8084 while the yen also continued its 
recovery with the JPY now having rallied 
4.25% so far in September.
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