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Markets summary:
June 2021
Highlights in June 
• Yield curves flattened as the economic data remained strong but fears of inflation lessened.
• Credit spreads tightened marginally in June with financials outperforming non-financials.
• The Australian ASX 200 rose by 2.1 per cent in June – the ninth straight monthly gain.
• The Australian dollar decreased against most currencies in June except the New Zealand dollar.
• Commodity prices were higher June due to higher coking coal, thermal coal, oil and iron ore prices.
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Summary
The markets started with a burst of optimism but this 
faded slightly over June as more parts of Australia  
were locked down to control a bourgeoning  
Coronavirus outbreak.  
Fears of inflation subsided and yield curves flattened. 
3Y yields were higher over the month, but the 10 year 
yield fell as did the 30 year yield significantly.  
The cash markets were pulled in different directions at 
different times – yields on T-notes dropped to negatives 
while the bank bill swap rate (BBSW) yields fell  
somewhat also.  
Credit spreads continued to grind tighter.  The credit curve 
steepened with the short end outperforming.  Sectors that 
have seen large volumes of issuance this year, e.g. utilities 
and REITs, underperformed. 
Equity markets held on to the early gains and closed the 
month 2.26% higher in Australia and 2.33% higher in  
the US.  
The AUD fell sharply against the USD, down 3.01%, and 
moderately on a trade-weighted basis, down 1.26%.   
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Cash
There’s been some volatility in short-term rates in June, 
with at least three separate thematic stories driving 
markets at one time or another. 
First, there’s been an increase to the market’s anticipated 
RBA rate profile across 2022.  This hasn’t affected the 3 
month and 6 month rates, but is affecting the broader 
money market because the RBA has many other programs 
which need to be adjusted first before the rate rises can 
take place.  
The second thematic element was one such RBA program: 
the Term Funding Facility, which expired on 30 June.   
The full detailed data isn’t available yet, but the reaction 
of the RBA Exchange Settlement Balances suggests that 
there was a strong drawdown in the last week of June.  
The trend higher in these balances accelerated sharply 
into 30 June. 
The final thematic element was the US dollar funds and 
their influence on the global money markets.  Thanks 
to policy decisions made by the US Treasury regarding 
timing of borrowing and the stimulus checks, there was 
a significant glut of US dollars available through May and 
into June.  This cash weighed on global yields, eventually 
triggering the FOMC to slightly increase the Interest on 
excess reserves rate and the rate on reverse repos at the 
17 June meeting.  This move echoed globally and raised 
BBSW slightly too.  
After falling for most of June, there was a rise back in 
BBSW as we approached month-end.
During the peak of the USD glut, the Australian T-notes 
were sold at negative yields and some entire auctions 
went at negative rates.  After the FOMC move the rates 
rose slightly, but remained at or below zero.

Australian and  
Global Fixed Interest 
The overall economic position in Australia continued to 
strengthen but bond markets were largely grinding lower 
in yield (and flatter for slopes).  The front-end sold-off 
(yields rose), for the most part, but the falls in US yields 
were enough to lower the yields on Australian longer-
dated bonds.  The strongest market dynamic was a 
flattening of the yield curve.
The month of May, and early June, had been characterised 
by a significant discussion of inflation risks.  However, 
while the headline US CPI print looked bad (0.6% on the 
month, 5.0% on the year), the details lent weight to the US 
FOMC’s assessment that inflation would be “transitory”.  
This took some of the heat out of the inflation fears 
globally – at least for the moment.  

The other dynamic appears to have been Central Bank 
reaction functions.  Over the course of the last year 
many Central Banks have suggested they would be 
more inclined to not react to small increases in inflation, 
attempting to reset inflation expectations higher.  This 
created some fear in markets that the Central Banks 
would not be concerned about inflation at all.  
The greater emphasis on inflation in recent months, and 
June in particular, allowed markets to take the approach 
that while Central Banks might look through short-term 
inflation, a longer-term breakout was less likely.  This 
dynamic allowed front-end yields to rise in line with strong 
economic data while the longer-end yields could fall as the 
perceived inflation risk was reducing.  
The 10Y ACGB (Jun-31) rallied (yields fell) 16.5bp to 1.49%.  
The 3Y ACGB (Apr-24) sold-off (yields rose) 3.25bp to 
0.09%.  The US 10Y rallied (yields fell) 13bp to 1.465%. 
The muting of long-term inflation fears showed in a strong 
flattening of the 10Y/30Y slope in Australia.  This flattened 
19bp to 80bp with the Jun-51 bond rallying 35bp (yields 
fell) to 2.29%.
COVID-19 made an unwelcome re-appearance in June.  
There were lockdowns in most Capital cities at one point 
or another and a serious lockdown in Sydney was ongoing 
at the end of June.  This has created a small rally (fall in 
yields)  back in front-end yields towards the end of June, 
but so far the overall optimism is mostly holding on the 
assumption the lockdown will not drag on too long.  
The RBA indicated they are making major announcements 
in early July.  In particular, the RBA via statements and 
speeches, made it clear that the July RBA meeting was 
going to see an announcement of the next phase of 
RBA actions.  They have continued to point to the July 
meeting as the time they will decide on whether to move 
the Yield Curve Control from the Apr-24 line to the Nov-24 
line.  They will also announce how they intend to proceed 
with further Bond Purchase Program actions. (The RBA 
minutes and a speech both highlighted that the option of 
ending purchases entirely was not under consideration.)
The RBA continued to buy bonds at the unchanged 
rate of $A5bn per week for June.  They now own large 
percentages of most mid-curve bonds. 

Global Credit 
Credit spreads tightened marginally in June with financials 
outperforming non-financials.  Investor sentiment 
remained strong. 
The recent local COVID-19 lockdown has not caused major 
underperformance for any of the sectors. The expectation 
is that activity will jump back up quickly as soon as the 
restrictions are lifted.
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Commodities 
Commodity prices finished mostly higher in June. Only a 
few commodities though saw notable gains like coking 
coal and spot LNG. Some commodities like gold and 
copper fell last month due to a stronger US dollar as the 
Fed signalled more hawkish policy.
Coking coal prices surged through June as demand 
outside China picked up. A genuine recovery in crude  
steel output outside China looks underway with crude 
steel production in May inching up 0.5% relative to the 
same month in 2019. That’s the first positive growth  
rate recorded so far this year relative to 2019, indicating 
steel output outside China has now lifted from  
pre-COVID levels.
LNG spot prices delivered to North Asia lifted in June on 
concerns that warmer-than-usual summer temperatures 
will drive stronger gas demand.
Copper prices fell in June as a stronger US dollar combined 
with easing deficit concerns. Copper stockpiles held at 
Shanghai bonded warehouses rose to a 23-month high 
last month.
Gold declined last month as a stronger US dollar weighed 
on the precious metal.

Global Equities 
In June, investors had to contend with mixed signals from 
the US Federal Reserve on monetary policy settings. By 
the end of the month investors were generally of the 
belief that the Fed would not rush to withdraw stimulus. 
As usual, sharemarkets vacillated on news of Covid-19 
vaccination rates and virus case numbers. And late in the 
month a US$1.2 trillion bipartisan deal between the White 
House and US Senate on infrastructure spending boosted 
investor sentiment.
Over June, US share indexes were mixed. The Dow fell 
0.1 per cent but the S&P 500 rose 2.2 per cent and the 
Nasdaq lifted 5.5 per cent. It was also mixed in Asia. The 
Australian ASX 200 rose by 2.1 per cent – the ninth straight 
monthly gain. But the Nikkei fell by 0.2 per cent. And 
European indexes rose with the pan-European STOXX600 
index up 1.4 per cent – the fifth straight month of gains.
Over the June quarter, US, Australian and European shares 
posted solid gains. In fact, the ASX 200 rose by 7.7 per 
cent and the US S&P 500 rose by 8.2 per cent.  

In Australia over the 2020/21 financial year the All 
Ordinaries was up 26.4 per cent – the biggest rise for a 
financial year in 34 years. The ASX 200 rose by a record 
24 per cent. Consumer Discretionary shares rose by 42.6 
per cent over the year, ahead of Information Technology 
(+38.9 per cent) and the Financials sector (+35.7 per cent). 
At the other end of the scale, the Utilities sector fell by 
22.9 per cent while Health Care lifted by just 5.0 percent 
and Consumer Staples gained 5.4 per cent.
Of the size groupings, the MidCap50 out-performed 
(+33.0 per cent) from the Small Ordinaries (+30.2 per 
cent). The S&P/ASX20 lifted by 26.8 per cent while the 
S&P/ASX50 recorded the smallest gain – up 22.4 per cent.

Australian Dollar
The Australian trade weighted index decreased by 1.3% 
in June.  The Australian dollar decreased against most 
currencies in June except the New Zealand dollar.
AUD/USD decreased by around 2½ cents in June.   
Most of the decrease in June simply reflects a stronger 
USD.  But Australian-specific factors also weighed on AUD.
AUD/USD briefly fell after the release of the RBA’s June 
meeting minutes.  The minutes indicated that the bond 
buying program will continue after QE2, but did not 
indicate which way the Board is leaning.  
In a speech, RBA Governor Philip Lowe reinforced that the 
RBA doesn’t believe economic conditions for a rate hike 
will be met until at least 2024.  The growing divergence 
between the RBA’s dovish stance and most other central 
banks we monitor weighed on AUD.




