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Markets summary:  
April 2022
Highlights in April 
• Yields continued to climb, as RBA rate hikes get closer.  
• Equity markets dropped sharply on the month. 
• $A cash credit outperformed cash in $US and € in April.  
• The CBA commodity spot price fell by 6% in April as weaker iron ore and LNG spot prices offset higher coking coal, 

thermal coal and oil prices.
• The AUD was heavy in April.  
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Summary
Another difficult month for asset markets in April saw a 
sharp drop in equities, wider credit spreads and higher 
bond and swap rates. The Australian dollar was sharply 
lower despite higher than expected inflation data and 
an increase in the rate hike pricing structure. In the 
commodity markets, most energy prices continues to rise, 
while metals fell. 

Cash
The front end of markets continues to be a focal point as 
some central banks hike, and others, like the RBA, prepare 
for their first move. While much has changed in the front 
end of the Australian market in the more than a decade 
since the last RBA rate hike, the basic notions of higher 
bank bill swap rates (BBSW) remain true.
Over the month of April, expectations of rate hikes took 
a further jolt higher, putting pricing in 2022 above 225bp 
of rate hikes. The Q1 22 CPI was the main driver of this 
move. In BBSW the 1 month tenor started the month at 
0.015%, finishing at 0.2149%. The 3 month tenor started 
at 0.2332%, and rose very sharply to 0.7120%, but it was 
the 6 month tenor that rose from 0.7107% to 1.4545% that 
was the real mover. 
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Australian and  
Global Fixed Interest 
It’s been another brutal month for bonds. The ACGB 3Y 
yield has risen 38.25bp to 2.715% while the 10Y has risen 
30bp to 3.1375%.
Early concerns about the economy and inverted curves 
gave way to a seemingly daily repricing of Central Bank 
expectations in nearly every jurisdiction towards ever 
larger and more abrupt hiking cycles (notably not China, 
nor Japan).  The RBNZ did raise rates by 50bp on 13 
April.  The RBA left rates unchanged at their meeting 
and emphasised a desire to see months (note plural) of 
data regarding CPI and wages.  The FOMC did not meet.  
However, various FOMC speakers across April gave clear 
indications that a 50bp move is a clear possibility – or even 
the base case – for the next FOMC meeting.   
The Australian CPI data on 27 April was very high.  The 
headline printed at 2.1% q/q and 5.1% y/y.  The trimmed 
mean printed at 1.4% q/q and 3.7% y/y.  This added 
urgency to the calls for rate hikes and, by the end of April, 
the May meeting was more than fully priced for a move 
to 0.255 and the June meeting was priced at 0.61%, 
suggesting a risk of a 50bp move in June to 0.75%.
The market is currently grappling with two interlinked, 
but different, questions.  “How high will central banks 
take rates?” and “How fast will they take them there?”  
Near the start of April there was some concern the 
central banks would be too slow, eventually requiring a 
movement into severe contractionary territory and hence 
a subsequent slowdown was priced – this also resulted in 
inverted US yield curves.  By the end of the month, the 
focus was more turning to imminent large moves, which 
have a much lower risk of the central bank falling “behind 
the curve” as the expression goes. 
The US 2Y sold-off (yields rose) 35.5bp to 2.62%.  The 10Y 
sold-off (yields rose) 52bp to 2.825%.  It was the sell-off 
in the 10Y that saw the US curve steepen back out of 
inverted territory.  

Global Credit 
Markets couldn’t sustain the relief rally observed in the 
second half of March.  
Credit markets were volatile in April.  Cash credit in $US 
and € underperformed $A cash credit.  The US and € IG 
cash corps ended the month each 23bp wide.  YTD the 
indices are +48bp and +56bp, respectively.  
There was a better performance from the Australian Credit 
market occurred in April.  

Commodities 
Commodity prices finished mostly lower in April on 
concerns that China’s COVID-19 lockdowns will spread. 
Unsurprisingly, iron ore was more adversely impacted than 
base metals. China accounts for 70-75% of the world’s 
iron ore imports, while only accounting for 40-60% of 
industrial metal consumption. Lockdowns and restrictions 
are particularly negative for oil consumption given 
that two thirds of global oil demand is tied to mobility. 
However, China’s lower share of global oil demand (15-
16%) relative to mining commodities explains why oil 
prices managed to eke out gains in April.
LNG spot prices in North Asia fell last month on concerns 
that China’s COVID-19 lockdowns will weigh on China’s gas 
demand. LNG spot prices in North Asia continue to remain 
linked to European gas prices as both regions compete 
as the marginal buyer of LNG in the wake of the Ukraine 
conflict. 
Oil prices finished the month slightly higher as the 
impact of potential EU embargoes on Russian oil supply 
outweighed demand concerns linked to China’s COVID-19 
lockdowns. 
Iron ore prices finished lower last month on concerns that 
China’s COVID-19 lockdowns will weigh on the demand 
outlook. The fall in China’s manufacutring PMI, particularly 
the sub-components of new orders, confirmed the adverse 
demand impacts of China’s lockdowns. 

Global Equities
Global sharemarkets fell sharply in April as investor 
worries about global economic growth and monetary 
policy tightening intensified. Investors contended with 
multiple headwinds, including: rising interest rates, 
persistent inflation, the ongoing Ukraine war, renewed 
Covid-19 lockdowns in China, high-profile US earnings 
disappointments, and volatility caused by Tesla CEO Elon 
Musk’s eventual buyout of Twitter.  

The yield on the benchmark 10-year US Treasury note 
rose to 2.94 per cent at end April, notching its biggest 
monthly gain since December 2009. Higher bond yields 
have dented the allure of technology and growth stocks, 
making less attractive shares of firms whose profits may 
lie further out in time. The US Nasdaq index plunged by 
13.3 per cent in April, its worst monthly performance since 
October 2008.

In April, the US Nasdaq index tumbled 13.3 per cent, its 
worst monthly performance since October 2008 in the 
throngs of the global financial crisis. The S&P 500 lost 8.8 
per cent, its worst month since March 2020 at the onset 
of the Covid-19 pandemic. And the Dow Jones index was 
down 4.9 per cent. In Europe, the STOXX 600 index  
shed 1.2 per cent, but the UK FTSE 100 index rose by  
0.4 per cent. In Asia, Japan’s Nikkei 225 index slumped  
3.5 per cent. 
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The Aussie S&P/ASX 200 index fell by 0.9 per cent in 
April, outperforming most developed sharemarkets. 
Seven of the 11 major ASX 200 sectors rose in April, led 
higher by the defensive Utilities sector (up 9.3 per cent). 
But Information Technology sector shares slid 10.4 per 
cent with Materials sector shares down 4.3 per cent, both 
weighing on the benchmark index. Of the size groupings, 
the ASX Small Ordinaries (down 1.6 per cent), ASX 
MidCap50 (down 1.5 per cent), ASX 100 (down 0.8 per 
cent) and the ASX 50 (down 0.6 per cent) all fell in the 
month. 

Australian Dollar
The Australian trade weighted index decreased modestly 
by 0.8% in April.  The Australian dollar decreased against 
most currencies under our coverage except the Japanese 
yen and the New Zealand dollar.  

AUD/USD peaked at over 0.7650 early in April after the 
RBA dropped its ‘patience’ guidance about increasing the 
cash rate from its post-meeting statement.  

After reaching a peak, AUD/USD fell in fits and starts to 
end April almost 6% lower.  The main catalyst for a weaker 
AUD/USD was the stronger USD.  Concerns about the 
economic impact of China’s lockdown on demand for 
commodities also weighed on AUD.

The Australian economic data generally underperformed 
expectations.  Home finance decreased in February 
because of higher fixed interest rates.  Employment 
increased by only 17,900 in March.  However, the Q1 2022 
trimmed CPI was much stronger than expected and 
cemented expectations for the RBA to increase the cash 
rate in May.


