
It’s with a heavy heart …
… that I write this morning commentary, 
as last night was a leaving dinner for 
my youngest brother who has decided 
to move back to the UK. No more long 
afternoons in the pub strategising how 
we were going to make the All Blacks 
Under-85kg rugby team … 

The US 10-Year Treasury …
… or the T-bond as it’s often referred to … 

has had a volatile couple of days! A week 
ago its yield had topped out at 4.29%, 
by last Thursday it had fallen to 4.12%, 
and it’s now back at 4.34%! The 2-year 
Treasury has also had its fair share of 
gyrations, firming from 3.55% to 3.84% 
over the last couple of sessions, but the 
real question I hear you asking is why …

And the answer is pretty simple … last 
night’s strong ISM services PMIs for the 
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US saw the headline jump from March’s 
9-month low at 50.8 to 51.6 in April, 
which was stronger than the forecast 
50.8. With the service sector starting to 
accelerate again, supported by a surge 
in cost pressures with the prices-paid 
gauge jumping 4.2 to a 2-year high at 
65.1, and aligning with Friday’s strong 
jobs report and the higher PCE inflation 
print last week, all supporting reasons 
for the FOMC to delay its cutting cycle to 
the 2nd half of the year. The US market is 
currently pricing in 75bps of cuts by year 
end, down from 100bps last week. 

US Treasury Secretary Scott Bessent 
is doing his level best to pressure the 
FOMC into a rate cut, stating, “The Fed’s 
favourite inflation measure is down. The 
market isn’t pricing in any inflation. The 
hard data is still resilient.”

And in amongst this, inflation appears to 
be becoming a secondary issue after oil 
prices plummeted a further -1.25% after 
OPEC+ accelerated production for a 2nd 
month with plans to raise production 
by 411k bpd by June. This could bring 
as much as 2.2m bpd to the market by 
November as the group’s leader, Saudi 
Arabia, seeks to punish fellow members 
who have exceeded their production 
quotas. Crude is now trading below the 
USD60.00 level at USD57.00, its lowest 
level since June 2021! And just to prove 
the point, Swiss inflation dropped to its 
lowest level in more than four years at 
0.0%.

With bond yields higher, the USD-index 
surprisingly eased back a touch, falling 

-0.25% on the day towards the 99.75 level. 
This helped the EUR hold itself above the 

1.1300 level, while the NZD and AUD 
both posted modest gains in the region 
of 0.25%. The pessimism also weighed on 
US equity markets, snapping their recent 
9-day winning streak, with US bourses 

-0.25% to -0.75% lower, although the 
European markets held up better, rallying 
1.0%. 

This morning the 3-year USD58bn 
Treasury auction saw strong domestic 
demand, but below-average international 
demand with the bid-to-cover ratio 
falling from its previous 2.63x to 2.56x. 

The bits and pieces …
Japanese Finance Minister Katsunobu 
Kato confirmed, “We are not considering 
the sale of US Treasuries as a means of 
Japan-US (tariff) negotiations.” 

China resumed buying LNG from the spot 
market after months of relative inactivity 
as prices slumped to their lowest levels in 
a year.

Donald Trump has announced he wants 
to re-open, and enlarge, the maximum-
security prison Alcatraz in San Francisco 
Bay.

Israel has called up thousands of 
reservists after plans were approved to 
capture the entire Gaza Strip and remain 
there indefinitely.

At least house prices are going up … a US 
Trump supporter has listed his Florida 
mansion for USD43.8m - a 50.0% markup 
from his 2021 purchase price!
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