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Markets summary:  
March 2022
Highlights in March 
• Yields climbed more in March as the FOMC began tightening. 
• Australian cash credit underperformed $US and Euro credit in March.
• Higher iron ore, LNG spot and coking coal prices offset lower thermal coal and oil prices.
• The AUD rose strongly. 
• Equity markets rebounded and enjoyed strong gains.
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Summary
March delivered the worst performance in global 
bond markets in decades as yields soared on inflation 
expectations and the start of the Fed’s hiking cycle.  $A 
cash credit spreads widened again in March, even though 
offshore credit saw much larger relief rally towards the end 
of the month.  Equity markets rebounded and enjoyed 
strong gains.  The Australian dollar surged in March.   
Commodity prices were mildly higher. 

Cash
The war in Ukraine initially caused a drop in anticipated 
RBA moves (and FOMC moves, by-the-by).  However, 
as it became clearer that the Ukranians were putting 
up stern resistance and price of energy was going to be 
contributing to inflation for a good while yet, the market 
pricing switched back.  The FOMC raised rates in March, 
though only to 0.25-0.50%.  
At the end of March the Australian market was expecting 
the RBA to begin raising rates in either May or June, with 
an implied cash rate of 1.75% by the end of 2022.  That’s 
nearly two full rate hikes higher than anticipated at the 
end of last month.  
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A key feature of the market in March was growing 
volatility.  There’s something a self-reinforcing cycle here.  
As prices become volatile, traders are less inclined to take 
positions, so flows move prices more, creating volatility.  
The 1M BBSW (bank bill swap rate) fell from 0.175bp to 
0.0150%.
The 3M BBSW rose from 0.085% to 0.23015%. 
The 6M BBSW rose from 0.245% to 0.705%.  

Australian and  
Global Fixed Interest 
Bond markets sold-off (yields rose) aggressively in March.  
Many Australian bond yields were 60-80bp higher over 
the course of the month.   
Although a significant increase in global risk was 
underway as Russia invaded Ukraine, the risk was 
simultaneously of both greater instability and greater 
inflation.  Markets at first couldn’t decide which was more 
important.  Yields were volatile, inside a range, for the first 
part of the month before exploding higher in the latter 
part of the month.  (There was a late rally, but that didn’t 
undo the overall move.) 
The Australian 3Y yield sold-off (yields rose) from 1.53% in 
March to 2.37%.  The Australian 10Y yield sold-off (yields 
rose) from 2.13% to 2.84%. 
The slope of the curve flattened from 62bp to 25bp. 
The flattening and inversion of bond was a notable 
outcome in March.  The US market is pricing a very sharp 
hiking cycle from the FOMC across 2022 and 2023, but is 
now pricing significant rate falls in late 2023 and into 2024.
The US 2Y/10Y curve inverted briefly at the end of March.  
This has historically been a good sign of an approaching 
US recession, though the use of Quantitative Easing (QE) 
has muddied the waters on this point.  QE has, all else 
equal, lowered the US 10Y rate, making it easier for the 
curve to invert.  Even without asserting recession, the fact 
of the inversion has started to get some in markets talking 
about the practical impact of a rate hike cycle that is as 
aggressive as the one priced in the US – and also  
in Australia.

Global Credit 
March was a month of two halves for offshore credit.  
The first two weeks saw risk-off sentiment from inflation 
expectations and uncertainties related to the Russia/
Ukraine war.  But the latter half saw relief rally unwinding 
the spread widening seen in the first half of the month 
in $US and € cash credit.  The US IG Cash Corps ended 
the month 8bp tighter and the € IG Cash corps are 
15bp tighter in March.  In fact offshore credit indices are 
currently at a lower level than pre-invasion. 

A very different story in the Australian Credit market 
though.  Whilst the Australian credit outperformed 
offshore market in Jan and Feb, this reverted in March.  
Australian credit widened the first half of March, and then 
plateaued.  Some of the new issues printed much wider 
than secondary and re-priced the major bank and non-
major bank curves wider. 

Commodities 
Commodity prices finished mostly higher in March as the 
Russian invasion of Ukraine led to actual and perceived 
supply disruptions across a number of commodities. A 
number of key commodities peaked in early to mid-March 
before easing.
LNG spot prices to North Asia spiked early last month as 
the Russian invasion of Ukraine raised concerns that gas 
supply from Russia could fall. Russia typically supplies 
around a third of Europe’s gas consumption. Reduced gas 
exports from Russia exacerbated gas shortage concerns 
already in Europe. 
Nickel prices surged last month as physical shortage 
concerns triggered a financial market event – a short 
squeeze. The physical shortage concern in nickel markets 
stemmed from the Ukraine conflict and worries that 
Russian supply would be sidelined from the world. 
Oil prices lifted early last month as the impact of the 
Russia-Ukraine conflict raised fears that Russian oil 
production may be restricted via sanctions. Russia exports 
~5mb/d of crude oil (~5% of global supply) and ~3mb/d of 
refined product (~3% of global supply). The US announced 
it would ban oil and other fossil fuel imports from the 
US in early March, while the UK said it would look to ban 
crude oil and refined product imports from Russia by the 
end of the year. Oil markets are particularly vulnerable to a 
supply shock given global oil stockpiles are at 7-year lows 
and OPEC+ spare capacity has been questioned given 
disappointing OPEC+ supply growth over the last  
few months.

Global Equities
Global sharemarkets rallied in March, posting strong gains, 
but most still ended the first quarter lower after the sell-
off early in 2022. Investors continued to weigh prospects 
for a de-escalation of the war in Ukraine as well as the 
potential for a more aggressive US Federal Reserve policy 
tightening cycle to combat the highest inflation in 40 
years. The Brent crude oil price surged to a 14-year high in 
March and government bond yields lifted sharply. And the 
closely-watched US 2-10 year treasury yield curve, briefly 
inverted for the first time since September 2019, an event 
that has preceded a US recession in the past. But resilient 
US consumer confidence and labour market data releases, 
and still-solid US company earnings results supported risk 
sentiment. Locally, the Aussie S&P/ASX 200 index rose 6.4 
per cent in March, the most since November 2020. 
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In March, the US Dow Jones index rose by 2.3 per cent, the 
S&P 500 index lifted 3.6 per cent and the Nasdaq index 
added 3.4 per cent. In Europe, the STOXX 600 index lifted 
0.6 per cent and the UK FTSE 100 index rose by 0.8 per 
cent. In Asia, Japan’s Nikkei 225 index added 4.9 per cent. 

The Aussie S&P/ASX 200 index performed strongly in 
March, up by 6.4 per cent, the biggest monthly gain since 
November 2020. All eleven major ASX 200 sectors rose 
in March, led higher by information technology (up 13.2 
per cent) and energy (up 9.6 per cent) shares. Of the 
size groupings, the large cap ASX 50, ASX 100 and ASX 
MidCap50 (all up 6.6 per cent) indexes outperformed. But 
the ASX Small Ordinaries index (up 4.6 per cent) lagged. 

Over the March quarter, the Dow Jones index lost 4.6 per 
cent; the S&P 500 index dipped 4.9 per cent; and the 
Nasdaq index plunged 9.1 per cent. For the three major US 
averages, it was the first negative quarter since the March 
quarter of 2020. In Europe, the STOXX 600 index dropped 
6.6 per cent, but the UK FTSE 100 index was up 1.8 per 
cent. And in Asia, Japan’s Nikkei 225 index lost 3.4 per 
cent, while the S&P/ASX 200 index climbed 0.7 per cent 
with Aussie energy shares up a staggering 25.1 per cent.

Australian Dollar
The Australian trade weighted index surged by 5.0% in 
March.  AUD was strongest against JPY and weakest 
against NZD.

AUD had a muted reaction to the RBA’s policy meeting.  
The RBA stuck to its ‘patient’ narrative.  AUD was 
supported by broad-based increases in commodity prices 
in March.  For example, the Ukraine war briefly induced a 
40% increase in Brent oil in early March.  Iron ore prices 
also spiked by 12% in early March.  

AUD reached its monthly low amid concerns about 
Chinese economic growth.  The surge in Covid infections 
led a number of Chinese cities to tighten social distancing 
restrictions.  In addition, Chinese credit growth for 
February disappointed.  A fall in medium to long term 
loans to households indicates property markets remain 
weak.  But the weakness in AUD did not last because 
of high commodity prices and the sharp increase in 
Australian interest rates.


