
The good oil!
The main talking point overnight was, once 
again, oil, but at least this time it was a 
positive story.

Oil prices continued Friday’s sell-off from 
their recent multi-decade high’s with WTI 
trading below the USD100 a barrel, before 
recovering to be at USD101.70, down 7.0% 
on the day. Brent is also off 6.7%. Looking 
across the other commodities, gas and 
heating oil were 4.0% lower while gold, 
silver and copper were also hit. 

US equities are also lower, down 1.0% 
to 2.0% mid-session, although European 
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bourses posted a positive session. 
Interestingly, Goldman Sachs expect the 
S&P to close the year at 4,700 ... up from  
its current level, but still down on the year.     

Besides oil, the biggest mover overnight 
was the US yield curve which started front-
running this week’s possible Fed hike. This 
saw the 2-year treasury yield surge almost 
10bps to 1.84%, while the 10-years jumped 
a massive 14 pips to yield 2.1355! 

This also saw a flight to the US-dollar with 
the USD/JPY breaking the 118.00 level to 
reach its highest level over 5 years. 

This led to a Japanese government official 
says FX stability is important. Japanese 
officials mention ‘stability’ concerns when 
they perceive the yen FX rate is moving too 
quickly for their liking. 

The AUD and NZD also took a beating 
overnight, with the AUD hit particularly 
hard given the Chinese lockdowns, which 
saw the NZD/AUD crack the 0.9380 level.  

Thank heavens petrol prices 
are coming down 
While we have previously suggested in 
this column that it would be a good idea, 
the New Zealand government has finally 
listened to us and has slashed its fuel tax 
for the next 3 months by 25 cents a litre.  
By all accounts, it is estimated that the 
direct impact could reduce CPI inflation  
in the June quarter by about -0.5% but  
that was where the good news stopped. 

The REINZ data highlighted February 
house sales were down -32.8% on the year.  

The New York Federal Reserve 1-year 
inflation expectations firmed to 6.0% 
from 5.8% while the 3-year forecast also 
increased to 3.8% from 3.5%. In amongst 
the detail, there were some shockers 
with food expected to increase to 9.2% 
from 5.9% in the year ahead while gas 
is projected to increase to 8.8% from 
7.3%. Hopefully, the fact the US is close to 
agreeing an oil-for-debt deal with Vene-
zuela, may help with those gas prices. 

The EU member states have approved a 
fourth round of sanctions against Russian 
individuals, i.e. oligarchs, and any related 
entities.

The unofficial mouthpiece for the Chinese 
government, the China Securities Journal, 
has announced the PBOC will cut interest 
rates once again, although this headline  
has been appearing with alarming 
regularity. Hopefully, one of these weeks 
they’ll actually get the correct week! But 
there is one thing we do know for sure; the 
lockdowns are starting to have an impact 
on manufacturing already after Toyota 
halted production at its Changchun City 
plant while FoxConn halted its iPhone 
output at its site in Shenzhen.

UK Prime Minister,  Boris Johnson, is said 
to be considering prolonging the use of 
coal power stations.
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