
Will he…
To no surprise, Middle East headlines 
remain front and centre, with markets 
weighing on tentative progress against 
the risk that US strikes on Iran resume. US 
Vice President JD Vance said the US had 
made “a lot of progress” and that Tehran 
appeared to want a deal but also warned 
the US could restart its military campaign 
if talks fail. Al Hadath also reported that 
President Trump has made the decision 
to attack Iran and that it is “only a matter 
of time” but we’ve heard that a few times 
before… Nonetheless, for markets, this 
keeps the war ‘premiums’ firmly in place, 
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with negotiations clearly still some way 
from delivering a clear off-ramp.

The pressure is not just military. US 
Treasury Secretary Scott Bessent has 
called on Europe, other Middle Eastern 
states and Asia to step up action against 
Iran’s financiers, shell companies, bank 
branches and shadow banking networks. 

Looking at the data …
In Canada, April CPI rose to 2.8% from 
2.4%, below the 3.1% expected, although 
the detail still showed it was energy-led, 
with gasoline prices up 28.6% year-on-
year. 

The UK labour market moved the other 
way, with unemployment rising to 5.0%, 
payrolls falling sharply in April and wage 
growth slowing, adding to the growth 
outlook risk.  

Across the Tasman, the recent RBA 
meeting minutes showed eight of nine 
board members backed May’s rate hike 
to 4.35%, with the Board focused on the 
risk that higher fuel prices could feed into 
inflation expectations. It also suggests 
the RBA is not in a rush to soften its tone, 
even if growth risks are becoming harder 
to ignore.

In New Zealand, April electronic card 
spending fell 1.3%, reversing March’s 
0.7% lift, while spending was weaker 

across all major retail categories. 
Producer prices accelerated notably, 
with output PPI up 0.8% and input PPI up 
1.4% in Q1, showing cost pressures are 
building in the pipeline and will feed into 
consumer prices. 

The overnight GDT auction was a small 
positive, with the overall index up 0.6%. 
Butter (2.5%) was a standout performer 
with SMP(1.2%) and WMP(0.2%) was 
also firmer, while AMP(-1.6%) was softer.

Market moves
Higher US Treasury yields were the main 
story overnight. The US 10-year bond 
yield rose 8bps to 4.66%, the 2-year 
rose 7bps to 4.11% and the 30-year rose 
to 5.18%, its highest level since 2007. 
That saw US equities soften across the 
board by 0.6-0.7%. The USD was firmer, 
supported by the higher yields and the 
ongoing higher inflation backdrop as it 
stabilised back above 99.30. This saw 
the NZD/USD slip to just below 0.5840, 
while the AUD/USD was worse off as 
it fell to just below 0.7110, pushing the 
NZD/AUD cross rate back above 0.8200. 
Locally, higher US Treasuries will mean 
NZ swap rates are likely to open higher 
this morning.
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