
Hooray … the war is over … maybe, 
possibly, hopefully …
It’s been reported that the US is finalising 
a preliminary deal with Iran to end the 
war, although other reports suggest it’s 
just a framework for month-long talks. 

The key points of the deal are:

•	 Iran would commit to a moratorium 
on uranium enrichment. The duration 
is still under negotiation, with the US 
pushing for 20-years and Iran offering 
5. The hope is they’ll agree somewhere 
between 12 and 15.  

•	 Iran would pledge not to seek nuclear 
weapons, accept enhanced inspections, 
halt underground nuclear operations, 
and potentially remove its highly 
enriched uranium from the country.

•	 The US would gradually lift sanctions 
and release billions of dollars in frozen 
Iranian funds.
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•	 Shipping restrictions through the 
Strait of Hormuz would be gradually 
lifted during the 30-days of talks. 

Iran is evaluating the new proposal but 
has warned it contains excessive and 
unrealistic terms. The White House is 
expecting a response within 48 hours 
with President Trump warning, “They 
should agree to the terms or face further 
bombing.”

Hopefully this is the beginning of the end, 
but there is still a long way to go and, I 
suspect, there are still a few ‘curve balls’ 
to be thrown!

Financial markets say, “I likie!”
The possibility of a resolution to the 
conflict saw financial markets react in 
a positive fashion. Oil prices tumbled 
as much as 11% before trimming their 
losses. Currently, crude is 7.0% lower 
at USD95.15, while brent fell 7.8% 
to USD101.35. European gas prices 
plummeted 6.8%, while silver rallied 
6.5%. Gold and copper rallied a little over 
3.0%. Equities, naturally, rallied with the 
European bourses surging 2.0%-3.0%, 
while the US exchanges gained 1.5%-
2.0%.   

US Treasury yields plummeted with 
the 10-year now 10bp below Monday’s 
9-month high after falling 8bp overnight 
to be at 4.35%. The 2-year is also 8bp 
lower at 3.87%. The USD-index cracked 
through 98.00 amid broad based selling. 
Interestingly, the index touched its 
pre-conflict levels overnight. In terms 
of reaction to the USD weakness, the 
NZD was the outperformer rallying an 
impressive 1.2% to be above 0.5950. The 

JPY also had a positive session rallying 
1.0%, while the AUD gained 0.8%. The 
EUR and CHF gained 0.5%, while the GBP 
firmed a modest 0.4%, which indicates 
the NZD’s outperformance on its crosses 
with the NZD/AUD at 0.8230.  

The drop in oil prices should help the US 
to replenish its crude inventories after 
it fell by 2.3m barrels to 457.2m last 
week. Meanwhile, US private businesses 
added a net 109k jobs in April, the largest 
increase since January 2025, and above 
forecasts at 99k. 

Chicago Fed President Austin Goolsbee 
confirmed, “The U.S.-Iran war is acting as an 
inflationary shock. Prolonged high oil prices 
risk embedding expectations and would be 
extremely problematic for the Fed. “

Nothing new here but …
The RBNZ’s May 2026 Financial Stability 
Report found the local financial system 
is resilient with the local banks having 
strong capital and funding buffers 
in place but warned the Middle East 
conflict will slow the country’s economic 
recovery. The financial system is well 
positioned to support households and 
businesses, although rising diesel prices 
are hitting transport, logistics, forestry 
and fishing sectors hardest. The RBNZ 
is expecting a slower economic recovery 
affecting job growth and debt servicing.

New Zealand’s unemployment rate fell 
to 5.3% in Q1, below forecasts at 5.4%. 
Employment rose 0.2%, the participation 
rate eased from to 70.4%, while the 
Labour Cost Index rose 0.5%, with annual 
growth at 2.0%.
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