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Markets summary:  
November 2021
Highlights in November 
• Bond yields fell in two parts, an early move as post-Aussie CPI exuberance faltered and late in the month on the Omicron 

variant.
• Credit spreads widened with major banks underperforming. 
• Commodity prices were lower in November on the back of lower thermal coal, coking coal, iron ore and oil prices.
• The AUD fell 4.6% on a Trade Weighted Index basis.
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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 
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Summary
The multi month move higher in yields seemed to peter 
out in November, as many bond tenors finished the 
month lower in yield. 
Credit spread volatility picked up towards month end.  
Average A$ financial and non-financial spreads were 
+1.1bp and +2.4bp wider in November. 
Equity markets gave back some of the gains in October, 
with broad based weakness. 
The Australian dollar fell sharply on a trade weighted index 
basis in November.
Commodity prices fell sharply as bulks dropped.

Cash
It’s been an eventful month in the money markets.  The 
month began with markets pricing a risk of an RBA rate 
rise as soon as February 2022, though this had settled 
down to be more like May 2022 by the end of the month.  
Needless to say this is well in advance of when the RBA 
sees a rate rise as likely.
The anticipated rise in the cash rate inside a six-month 
horizon has a direct impact on the 6M Bank Bill Swap Rate 
(BBSW), but there has also been a general normalisation 
of the cash markets underway.  
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The RBA overnight cash rate set at 0.04% on 12 November, 
then remained there for the rest of the month.  That’s not 
a big change from 0.03%, but it shows the way the cash 
markets are moving.  With Australian Commonwealth 
Government bonds generally in relatively short supply (see 
Bond section below) exchange settlement balances are 
providing important liquidity at present.  So there’s more 
tightness in the cash market than the current monetary 
policy settings might suggest.
The 1M BBSW rate rose 0.47bp to 0.0150% in November.  
The 1M OIS rate rose 0.6bp to 0.04%.
The 3M BBSW rate fell 2.26bp to 0.0476%.  The 3M OIS 
rose 0.57bp to 0.045%.

Australian and  
Global Fixed Interest 
Late October had seen markets sell-off very sharply after 
first NZ CPI, then Australian underlying CPI printed higher 
than anticipated.  This sell-off reversed in November. 
November began with the confirmation that the RBA 
would cease targeting the Apr-24 bond yield at 0.10% 
as part of Yield Curve Control, but with the RBA also 
remaining fairly resolute that rate hikes were not coming 
anywhere near as quickly as the market pricing indicated.  
Although the RBA could now see reasons for a late 2023 
hike, the market pricing of early or mid-2022 was not 
something the RBA could endorse.  This large disconnect 
remained the entire month.  This caused a rally as some of 
the post-CPI froth (and illiquidity) came out of the market.
Towards the end of the month the headlines turned to the 
newly discovered Omicron strain of COVID.  This caused a 
second sharp rally (fall in bond yields), with a more global 
flavour this time.  
Overall, the Australian 3Y bond yield (the Nov-24) fell by 
15bp over November while the 10Y (the Jun-31) fell by 19bp 
over November.  
The US 10Y fell by 8bp to 0.50%. This was mostly late in 
the month and came on the news of the Omicron variant.  
The Aus-US 10Y spread tightened significantly to 23.5bp 
over the month.  The bulk of this move was early in 
November as the late October moves were rejected.
With the RBA beginning to normalise monetary policy 
(they’ve already ended the Term Funding Facility and 
the Yield Curve Target and tapered bond purchases, but 
they haven’t started raising rates) the market is trying 
to understand what the prospects are for rate rises and 
inflation across multiple years.  This is adding volatility to 
the bond market.  Even without the background of new 
virus strains this part of a cycle is normally quite volatile. 

Global Credit 
Credit spread volatility picked up in November, especially 
in offshore markets where rising concerns around 
inflation, Fed tapering, new covid lockdowns were playing 
out against a backdrop of heavy primary issuance.  While 
issuance was relatively light in Australia, our market was 
not immune to offshore volatility.
Non-financial spreads were less sensitive to tapering 
headlines, but sectors with high exposures to lockdown 
risks saw spreads pushing wider towards month end 
on news that international border reopening will be 
delayed by at least two weeks as governments and health 
organisations assess the efficacy of existing vaccines on 
the new Omicron variant of COVID-19.  
A$ issuance was light compared to previous months.  
In AUD, total issuance was only $A2.6bn this month 
comparing to long term average of $A6.2bn for 
November. 
Australian corporates/banks have issued ~$A3.9bn of ESG 
linked bonds (Green, Sustainability Linked Bonds  and 
Social bonds) this year, up 53% from 2020.  Total amount 
of ESG bonds outstanding in AUD is ~$A11bn, still a very 
small percentage (~3%) of the overall market. Banks have 
been the biggest adopter of ESG linked bonds in Australia, 
followed by Retail and REITs. Green bonds have been the 
most popular format, contributing to 52% of issuance in 
our market, followed by SLB (39%) and Social Bonds (8%). 

Commodities 
Commodity prices finished mostly lower in November, 
with coking coal and oil leading the decline. The key 
exceptions were spot LNG and nickel.
Premium coking coal prices from Australia fell notably 
in November. Weaker demand from China, which has 
weighed heavily on China’s coking coal prices, was likely 
at the heart of the fall in Australian coking coal prices. 
Chinese coking coal prices have declined rapidly on the 
back of rising coking coal supply in China, increasing 
imports from Mongolia and negative steel mill margins
Oil prices fell sharply towards the end of November after 
news of the omicron variant of COVID-19 hit the market. 
The threat of renewed lockdowns and restrictions on 
mobility weighed on oil prices. Mobility accounts for two-
thirds of global oil consumption. 
Iron ore prices had a volatile November. Prices initially 
fell as weaker steel demand weighed on steel prices 
and steel mill margins. Prices though recovered through 
the back half of November. Rising steel prices and steel 
mill margins suggest that perhaps steel demand was 
recovering, but we think it’s worth waiting for an update 
on China’s property sector to confirm.
LNG spot prices finished higher in November as cold 
temperatures in North Asia and Europe boosted winter 
demand for the fuel. 
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Global Equities
Global sharemarkets sank in November in a wild month 
for financial markets. Volatility spiked with the US Cboe 
Volatility index (‘VIX’) notching its biggest monthly spike 
since February 2020. Risk sentiment dampened with 
the emergence of the Omicron virus variant, sparking 
fears over the re-imposition of lockdowns and potentially 
weighing on the fragile economic recovery. US Federal 
Reserve policymakers considered an earlier end to the 
tapering of bond purchases. And investors fretted about 
the pace of US interest-rate hikes in 2022 as inflation hit 
multi-decade highs. The gradual unwinding of emergency 
monetary policy settings whipsawed bond markets. The 
Reserve Bank of Australia (RBA) scrapped its 0.1 per cent 
yield target for the April 2024 bond.  

Global sharemarkets were mostly lower in November. In 
the US, the Dow Jones index lost 3.7 per cent; the S&P 
500 index shed 0.8 per cent but the Nasdaq index edged 
up 0.3 per cent. The pan-European STOXX 600 index lost 
2.6 per cent with travel and leisure stocks down 20.6 per 
cent – the worst month since March 2020. The UK FTSE 
100 index shed 2.5 per cent, its biggest monthly decline in 
more than a year. And the Japanese Nikkei 225 index slid 
3.7 per cent. 

The Aussie S&P/ASX 200 index dipped 0.9 per cent in 
November, a third monthly decline after reaching a record 
high in August. The Energy sector (down 8.4 per cent) 
and Financials (down 8 per cent) under-performed. But 
Materials (up 6.2 per cent) and Telecommunications (up 
5.2 per cent) stemmed losses.

Australian Dollar
The Australian trade-weighted index decreased by 4.6% 
in November.  The Australian dollar underperformed all 
currencies under our coverage, especially against JPY.  

AUD/USD trended lower over November and lost more 
than 4 US cents.  The modest recovery in iron ore prices 
did not lend much support to AUD.  The RBA formally 
discontinued the yield curve target at its November 
meeting, hence removing the 2024 first rate hike 
guidance.  But the RBA remained dovish on interest rates 
and ruled out a 2022 rate hike.  Market pricing for RBA rate 
hikes subsequently eased which weighed on AUD/USD.  
A firm USD and concerns about the new Omicron variant 
also pushed lower AUD/USD to its one-year low on the last 
day of the month.  

October labour market report was much weaker 
than expected.  In contrast to expectations for a lift, 
Australian employment fell over the month because of 
the lockdowns in NSW, Victoria and the ACT.  As a result, 
unemployment rate jumped to 5.2%.  Growth in Q3 
wage price index grew modestly to 2.2%/yr.  However, 
retail sales rose stronger than expected by 4.9%/mth in 
October.  Meanwhile, Australia’s current account surplus 
surged to a new record high of 4.8% of GDP in Q3 2021.


