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Markets summary:  
January 2022
Highlights in January 
• Bond yields rose in January, with the flatter curve continuing to dominate. 
• Credit spreads widened marginally in January.
• There were higher thermal coal, coking coal, iron ore and oil prices over the month.
• The AUD fell nearly 3% due to the stronger USD. 

This information has been reproduced with permission 
The information, opinions, and commentary contained in this 
document have been sourced from Global Economics & Markets 
Research (GEMR), a division of Commonwealth Bank of Australia  
(ABN 48 123 123 124, AFSL 234945) (CBA). GEMR has given 
Commonwealth Bank Officers Superannuation Corporation Pty 
Limited (ABN 76 074 519 798, AFSL 246418, RSEL L0003087), the 
trustee of Commonwealth Bank Group Super (ABN 24 248 426 878, 
RSER R1056877) (Group Super) its permission to reproduce its 
information, opinions, and commentary contained in this document. 
The content is a general summary of markets and is not specific to 
Group Super investment options, portfolio or performance. This 
information was first made available to CBA clients in a GEMR report 
titled “January Month in Review”, first published on 1 February 2022. 
This document has been prepared for general informational purposes 
only and is intended to provide a summary of the subject matter 
covered. It does not purport to be comprehensive or to give advice. 
Past performance is not an indication of future performance. 
This document does not constitute an offer, invitation, investment 
recommendation or inducement to acquire, hold, vary, or dispose of 
any financial products. Stocks mentioned are for illustrative purposes 
only and are not recommendations to you to buy sell or hold these 
stocks. This document cannot be used or copied in whole or part 
without express written consent. Copyright © Commonwealth Bank  
of Australia 2022. 
General advice warning about using or relying on this information 
The information has been prepared for general informational purposes 
only and does not take into account your individual objectives, 
financial situation or needs. You should consider the information and 
its appropriateness, having regard to your own objectives, financial 
situation and needs, before making any decisions. You should seek 
professional financial advice tailored to your personal circumstances 
from an authorised financial adviser.

Summary
January 2022, like January 2021 repeated the pattern 
of optimism, with higher yields across global markets. 
However, with some central banks already in play, and 
others priced for hikes, the yields curve flattened sharply 
this month. 
Credit spreads widened a touch in January. 
Equity markets had a horror start to the year across the 
board as the spectre of higher interest rates hurt many of 
the high flying tech darlings.  
The Australian dollar was under pressure over the month 
as the USD was strong and interest rate differentials 
narrowed. 
Commodity prices enjoyed solid gains in January.

Cash
Money markets ended January very convinced that the 
RBA rate hike cycle was imminent. The rate hikes were 
expected to start in May, which was enough to see the 3M 
and 6M Bank Bill Swap Rates (BBSW) reacting.  
The OIS rates were rising sharply, with the BBSW rates 
mostly not keeping pace.  The 1M OIS rose 1.9bp to 0.06%, 
while the 1M BBSW actually fell 0.1bp to 0.0132%.  
The 3M OIS rose 3bp to 0.085%, while the 3M BBSW rose 
0.73bp to 0.0750%. The 6M OIS rate rose 0.13% to 0.20%.  
The 6M BBSW rate rose 3.9bp to 0.2525%.  
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Australian and  
Global Fixed Interest 
The Australian bond market began January with a very 
strong sell-off (yields higher), but that was largely over 
by 10 January.  For the last three weeks, yields range-
traded, even as there were significant data prints like 
unemployment (down to 4.2%) and CPI (Trimmed Mean 
at 1.0% on the quarter).  
The Australian 10Y bond sold-off (rose by) by 21.5bp on 
the month ending at 1.90%.  The mid-month peak was 
2.025%, but that was only a very brief spike above 2%. 
The 3Y bond sold-off 24bp (yields higher) on the month, 
ending at 1.33%.  
The sell-off in yields was noteworthy as it occurred in a 
month where equities had fallen sharply.  To be fair, the 
bond sell-off was mostly in the early part of the month 
and the equity drop in the latter part of the month, but 
even with that difference, there’s been a strong sell-off in 
both bonds and equities this month.
Then move higher in yields in Australia was largely part 
of a global recalibration as expectations of the FOMC 
changed.  The US 10Y rose by 26bp to 1.77% in January as 
the FOMC strongly signalled a rate hike cycle was about to 
commence.  
The FOMC statement said that “the Committee expects 
it will soon be appropriate to raise the target range for the 
federal funds rate”.  Some FOMC speakers have even been 
highlighting the risks of a 50bp move.
The Aus-US 10Y spread moved around within the range in 
January, but the US movements were largely repeated in 
Australia.  The 10Y spread is closing January at 13bp, 3bp 
tighter on the month.  
The assumption that the RBA would soon follow the 
FOMC and be indicating higher rates was widespread as 
January drew to a close.  Front-end pricing assumed a very 
steep trajectory for the RBA.  This aggressive expectation 
about the RBA trajectory was very evident on CPI day, 
when a very high result triggered only a small sell-off.
The market had already strongly suspected the RBA would 
cease its Bond Purchase Program in February, but after 
the CPI this seemed near certain and was confirmed in 
early February.  

Global Credit 
Australian dollar credit outperformed government and 
semi-government bonds again in January Australian 
credit seems to be quite resilient compared to US credit 
markets. Inflation prints, rates market volatility and the 
Fed meeting were the key drivers of spreads in January.  
In addition, a deluge of supply up to Week 3 kept spreads 
under pressure in the US.  The US Q4 reporting season 
was also another key focus for investors in January.  Larger 
banks saw operating expenses rise and inflation expected 
to further feed into costs.  
For the first 3 weeks of January, the domestic market 
saw solid deals in the financials, but that tapered down 
towards the end.  In the domestic market in aggregate 
$A13bn have been priced in Jan, with the major banks 
pricing $A7bn.  January issuance this year has surpassed 
average issuance in January since 2011.  Corporate 
issuance has been muted in January in $A. 

Commodities 
Commodity prices finished mostly higher in January, with 
coal, oil and iron ore leading the way. The key exception 
was spot LNG.
Thermal coal prices from Australia rose in January after 
Indonesia announced a ban on thermal coal exports 
in order to ensure enough coal was available for the 
domestic power sector. The ban though was eased by 
mid-January, but thermal coal prices continued to remain 
elevated. Wet weather and labour shortages have kept 
Australian thermal coal supply tight. 
Premium coking coal prices from Australia lifted notably 
in January. Wet weather in Queensland, flooding in 
British Colombia in Canada and winter storms in the 
Appalachians in the US have weighed on seaborne coking 
coal supply.
 Stronger steel demand hopes in China, driven by an 
explicit monetary easing bias and pro-growth policy, have 
also underpinned support for iron ore prices last month.
Oil prices lifted last month as the impact of omicron 
variant on oil demand has proven less severe than 
expected. Oil markets were worried about the omicron 
variant because of fears of renewed lockdowns and 
restrictions on mobility. Mobility accounts for two-thirds of 
global oil consumption. Jet fuel demand for commercial 
passenger flights have increased for seven out of the eight 
weeks to January 18. Prices have also increased as markets 
doubt OPEC+ plans to boost supply by 400kb/d every 
month. Supply issues in Nigeria, Angola and Russia remain 
the key risks to OPEC+ plans to boost supply. Concerns 
that Russia-Ukraine tensions may turn into an armed 
conflict have also boosted oil prices. Russia accounts for 
~10% of global oil supply, but after deducting domestic 
demand, 8-8.5% of global supply is potentially at risk of 
facing sanctions if Russia attacks Ukraine. 
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Global Equities
Global sharemarkets fell sharply in January in a 
tumultuous month marked by the rapid spread of the 
Omicron virus variant, mixed company earnings results, 
rising geo-political tensions, multi-decade high inflation 
and monetary policy tightening concerns. The US S&P 
500 index retreated 5.3 per cent, posting its weakest 
month since March 2020 and worst January since 2009. 
The Dow Jones index shed 3.3 per cent, marking its 
worst January since 2016. The tech-heavy Nasdaq index 
dropped 9 per cent, also recording its worst month since 
March 2020 and its biggest January decline since 2008. In 
Europe, the pan-European STOXX 600 index lost 3.9 per 
cent – the most since October 2020. In Asia, Japan’s Nikkei 
225 index slid 6.2 per cent, falling the most since March 
2020. And the Aussie S&P/ASX 200 fell by 6.4 per cent, its 
biggest monthly decline since March 2020 and its worst 
January performance since 2008.      

In January, the US S&P 500 index fell by 5.3 per cent, 
posting its weakest month since March 2020 and worst 
January since 2009. The Dow Jones index dipped 3.3 per 
cent, notching its largest January percentage drop since 
2016. The tech-heavy Nasdaq index dropped 9 per cent, 
also recording its worst month since March 2020 and its 
biggest January decline since 2008. The pan-European 
STOXX 600 index lost 3.9 per cent – the most since 
October 2020. But the UK FTSE 100 index outperformed, 
lifting 1.1 per cent. In Asia, Japan’s Nikkei 225 index fell by 
6.2 per cent, falling the most since March 2020. And the 
Aussie S&P/ASX 200 index fell by 6.4 per cent, its biggest 
monthly decline since March 2020 and its worst January 
performance since 2008.      

In Australia, eight of the eleven major ASX 200 sectors fell 
in January, led lower by Information Technology (down 
18.4 per cent) and Health care (down 12.1 per cent) shares. 
But Energy shares lifted 7.9 per cent with Utilities shares 
2.6 per cent higher. Of the ASX size groupings, the ASX 
MidCap50 index (down 8.7 per cent) and the ASX Small 
Ordinaries index (down 9 per cent) both underperformed. 
And the ASX50 index fell by 5.6 per cent with the ASX100 
index 6.1 per cent lower in January. 

Australian Dollar
The Australian trade weighted index decreased by almost 
3% in January.  AUD decreased against all currencies but 
the NZD in January.

AUD/USD trade in a 1½ US cent range in the first three 
weeks of January.  Australian retail sales surged by 7.3%/
mth in November following a 4.9%/mth sure in October 
because of the staged re-opening of the Australian 
economy.  

AUD/USD decreased by around 3 US cents in the final 
week of January.  The stronger USD was the main catalyst 
for the weaker AUD/USD.  AUD decreased despite a much 
stronger than expected Australian trimmed mean CPI in 
Q4 2021.  

Australian 2 year yields increased significantly in January, 
but not as much as US yields.  The Australia minus US 
2 year differential decreased by about 20bp in the final 
week of January, weighing on AUD/USD.


