
A word of warning …
Don’t leave your footy boots in the car 
overnight …  it means you have to drive to 
work at 6:30am with the windows down!

Following Jerome Powell’s 
comments …
Yesterday, warning of the “two-sided 
risks” with faster-than-expected inflation 
due to the tariffs and falling job growth, 
pressured by weakening job creation 
and tighter labour supply, the USD-index 
comfortably blasted its way through the 
97.00 level. In amongst the moves, the 
NZD was the hardest hit as the legacy of 
our Q2 print continues to weigh. Against 
the USD, the NZD weakened 0.8% to be 
sitting just above the 0.5800 level, while 
the stronger Australian inflation print 
saw the AUD/USD weaken just 0.3%, 
which drove the NZD/AUD cross to a 
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3-year low at 0.8830. the NZD continued 
to grind lower in incremental amounts 
against the EUR and GBP, although it was 
largely unchanged against the JPY with 
USD/JPY closing in on the 149.00 level.    

With a more hawkish outlook, US 
treasury yields also firmed with the 
2-year firming 2bps to 3.61%, and while 
the 10-year Treasury yield hasn’t broken 
through the 4.15% level yet, it is testing 
resistance, after rallying 4bps to 4.14%.

US equity markets closed 0.2%-0.3% 
lower for a second consecutive day 
on profit-taking amid the “challenging 
situation” messaging from the Fed. 
European markets were broadly 0.2%-
0.3% higher. 

Commodity prices rallied higher with 
crude gaining 2.2%, while copper prices 
jumped 4.0% after a mud rush incident 
at the world’s second largest mine in 
Indonesia, which generates 6.0%-7.0% 
of global copper output. Initial estimates 
suggest production could be down 
by 35% in 2026 against pre-incident 
estimates, with 2027 the earliest the 
mine could return to its normal output.

Chair Powell’s concerns also found 
some support from Fed colleague 
Austin Goolsbee, who announced, “I am 
uncomfortable with overly frontloading 
rate cuts. The US still has a mostly steady 
and solid jobs market. Trump’s trade policies 
are to blame for my reluctance to lower 
borrowing costs more aggressively.”

Conversely, Treasury secretary Scott 
Bessent towed his boss’s line, stating, 

“The Fed has been too high for too long. We’re 
going into an easing cycle. Powell should 
have cut 100-150bps!”

No doubt a further concern for markets 
is potential Federal shutdown which 
will occur on the 30th September unless 
Congress and the White House can 
strike a deal ahead of the fiscal year end. 
Overnight, President Trump cancelled a 
meeting to discuss government funding 
with Democrats, leaving no clear path to 
avoiding a shutdown next week.

Breaking the recent releases down ...

• Monthly inflation accelerated to the 
top of the RBA’s target range at 3.0%, its 
highest level since July 2024, although 
the RBA’s favoured trimmed mean 
measure slowed from 2.7% to 2.6%. 
Ultimately, this will support the case for 
an RBA ‘hold’ next week.

• US new single-family homes sales rose 
20.5% in August.

The new RBNZ Governor
While not a great deal is known about 
her personally, one thing I did notice was 
that in a speech in June, she espoused the 
virtues of transparency. Interestingly, the 
Riksbank, where she is currently Deputy 
Governor, publishes the minutes and 
individual opinions of each member as 
they explain and justify their positions 
following each meeting ... in detail. As 
Governor Breman stated in her speech, 

“This has increased the transparency of the 
judgments made by different members of 
the Board on different issues, and this in 
turn has made it clear for households, firms 
and market participants to understand both 
the policies we are pursuing and how they 
may change.” So, potentially a new area of 
openness and accountability … if nothing 
else, it’s a far cry from the old regime!
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30 day bank bills 2.98% 3.58% COMMODITIES

90 day bank bills 2.83% 3.60% USD

1 year swap 2.60% 3.44% Brent Crude 69.16

2 year swap 2.67% 3.43% Gold 3,730.74

3 year swap 2.83% 3.48% Silver 43.88

5 year swap 3.16% 3.85% Iron Ore 105.49

10 year swap 3.74% 4.26% CRB Index 375.77

3 year Govt bond 3.07% 3.53%

5 year Govt bond 3.50% 3.77% NZD

10 year Govt bond 4.30% 4.41% NZ Carbon 56.50
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