
Christopher Waller hands bond 
markets a lifeline! 
A subtle dovish tactical shift from one 
of the Fed’s most influential voting 
governors managed to soothe market 
anxieties after Governor, Christopher 
Waller confirmed, “If there is continued 
progress toward our 2.0% goal, then I am 
willing to support holding the policy rate at 
its current level. I expect a reasonable CPI 
print, and inflation should start to show 
some lower readings. I am finally seeing signs 
of disinflation and would be inclined to leave 
rates unchanged in September if August’s 
inflation data shows continued progress.”

The comments saw Treasury Yields 
continue their pull-back from their 
recent highs with the 2-year yield easing 
4bps to 4.34% while the 10 and 30-year 
yields eased 1bps to 4.78% and 5.25%.  

There was also a ‘knock-on’ impact in FX 
markets with the US Dollar Index falling 
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0.6%, although most of the headlines 
were centred on the JPY which surged 
2.0% against the USD after reports 
leaked that the BoJ is actively leaning 
toward delivering a 25bps interest 
rate hike at its 18-September meeting. 
Rumours of possible intervention appear 
unfounded given the BoJ flow data 
suggest the central bank did not conduct 
official physical intervention, although 
the move did see longs get squeezed out. 
The NZD and AUD both had a positive 
session, gaining 0.5% against the USD, 
while they also ground higher on the 
crosses apart from the JPY.

Global oil markets remain in ‘crouch and 
hold’ mode with crude hovering near a 
6-week high at USD91.65 while Brent 
continues to hold above USD95.00 a 
barrel at USD95.75 as the geopolitical 
risk premium remains elevated after 
Tehran claimed fresh drone strikes on US 
forward bases, prompting Israel to issue 
a blistering warning that it would launch 
a retaliatory campaign to send Iran 

“back into the Stone Age”, if its domestic 
infrastructure were hit.

Equity markets swung sharply higher to 
reverse their post-Jackson Hole slump 
gaining 0.50%-1.0%.

While VW has announced it will 
lay off 50k workers …
•	 The Challenger data revealed that 

planned US job cuts so far in 2026 
are running at their lowest level in 
4-years while corporate hiring plans 
hit their highest level since 2023. 

•	 US initial claims inched up by 2k to 
206k while continuing claims rose by 
8k to 1,779k.

•	 US ISM Services PMI rose to 55.4 
in August from July’s 54.1, beating 
forecasts of 54.3. The reading pointed 
to the strongest gain in the services 
sector in 6-months.

•	 The US trade deficit widened to 
USD88.6bn in July, marking the 
largest gap since March 2025, rising 
from June’s USD71.1bn shortfall and 
market expectations for a USD90.0bn 
deficit. Exports declined 2.1% to 
USD310.7bn while imports rose 2.8% 
to USD399.3bn.

•	 The Australian trade surplus narrowed 
from AUD2.34bn to AUD1.93bn 
in July. Exports dropped 3.3% to 
AUD46.26bn while imports fell 2.5% 
to a five-month low of AUD44.34bn.

BoE Chief Economist Huw Pill confirmed, 
“I see the need to raise the bank rate to 4.00%. 
Raising the Bank Rate on need not be the 
start of a prolonged and aggressive series of 
increases. A prompt increase in Bank Rate 
may serve to head off some of the potential 
insidious catch-up dynamics.”

The NZ residential real estate 
market continues to bleed out 
After the Home Value Index dropped 
another 0.4% in August, dragging 
property prices down to their lowest 
levels in more than 3-years. 

OpenAI says it has overtaken Anthropic 
with its latest AI model.

Private credit markets remain under 
stress after Blackstone capped 
redemptions from its flagship private 
credit fund at 5% for a second straight 
quarter while Cliffwater did the same 
after investors sought to withdraw about 
16% of the fund. 
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