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Markets summary:  
September 2021
Highlights in September 
• After months of falling, yields rose notably in September. 
• Credit spread volatility remains low.
• Equities were upended once again. 
• The Australian dollar was once again lower. 
• Iron ore fell, but oil, coking coal and thermal coal prices rose. 
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Summary
Markets began to look through the haze of lockdowns 
in Australia and priced optimism, at least in terms of the 
interest rate markets. 
After trading lower, yields rose and saw levels not seen 
in several months, but as they approached the recent 
peaks, there was the usual reckoning. Equity markets were 
pressured at the same time over concerns in China, and 
the US. Tapering  of central bank bond purchase programs 
was, and continues to be a polarising subject for market 
reaction. 
The equity markets globally took a September dive, as 
growth concerns lifted and stretched valuations brought 
profit takers to the table. 
The supply/demand dynamics remain supportive for credit 
spreads.  AUD spreads remain range bound despite of 
rising volatility in offshore markets. 
A mixed month for the AUD, lower against the USD but up 
against the NZD.
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Cash
Most of September there was a slow fall in yields 
for money markets.  The RBA decision was “live” in 
September in that there was some chance the taper might 
be delayed – it wasn’t in the end.  However, that didn’t 
have much impact on cash rates.
Nor did the data have much impact on money markets.  
The data covering the lockdown is poor – as we knew it 
would be – while there are signs that things will improve 
quickly once the economy re-opens.  But until then, 
money market rates are very close to zero.
The anticipated pricing of the RBA has barely shifted over 
September.  Market still anticipate a risk of a rate rise in 
late 2022, with full movement to 0.25% anticipated in 
December 2022.
BBSW rates rose over September.  Most of the move was 
gentle – though the 6M BBSW put in a sharp kick higher 
on 30 September.  The 1M BBSW was unchanged at 
0.01%.  The 3M BBSW rose 0.75bp to 0.196%.

Australian and  
Global Fixed Interest 
Bond yields began rising in earnest in mid-month, despite 
some concerning news around Evergrande in China and 
the debt ceiling in the US.  By the end of the month the 
10y Australian government bond yields had risen 33bp to 
1.49% while the 3Y had risen 8bp to 0.43%.  
This was largely part of a global move higher in yields, 
though it also coincided with strong vaccination rates in 
Australia taking some of the sting out of some very high 
Coronavirus case numbers. 
The US 10Y yield rose 22bp to 1.52% while the UK 10Y rose 
29bp to 1.00%.  
The RBA was widely (though far from unanimously) 
expected to cancel their taper at the September meeting.  
They did not do so, instead choosing to drop the weekly 
purchases to $A4bn.  However, the RBA did announce that 
the $A4bn would continue until February next year – so it 
was a dovish taper. 

Global Credit 
Credit spread volatility remains very low in Australia. 
Volatility in offshore markets have picked up due to 
rising concerns around inflation and fears that a potential 
default by China’s Evergrande Group could impact stability 
of the banking system and the property market.  
Aussie spreads have remained resilient to these offshore 
concerns.  The supply/demand dynamics remain 
supportive for spreads while primary deals continue to see 
strong support from investors. 
Total A$ issuance by corporates and financial institutions 
were $A3.7bn this month, below the 10-year average 
of $A4.3bn for the month of September.  Net issuance 
was -$A1.8bn for the month and -$A22.8bn for the year.  
Below average major bank issuance remains a tailwind for 
spreads. 
Non-financial corporate issuance was $A2.7bn this month 
and $A15.8bn YTD.   Investor demand for corporate deals 
remain high even though supply is running well above 
the long term average. We expect corporate issuance 
will remain elevated in the coming months with many 
companies having indicated in their recent earning 
update that they are keen to come to market soon to take 
advantage of the cheap funding rates.  

Commodities 
Commodity prices were mixed in September. Coking coal 
and LNG lifted strongly, while iron ore saw a steep decline 
last month.
Coking coal spot prices from Australia surged through 
August as supply struggled to keep up with demand. 
Shortages were the most acute in China. China’s unofficial 
ban on coal imports from Australia has left a big gap to 
fill. Australia accounted for ~41% of China’s coking coal 
imports in 2019.
Thermal coal prices tracked higher in September as supply 
failed to match demand. The demand recovery reflects 
improving industrial activity as economies recover from 
COVID-19. High LNG prices are also helping thermal coal 
prices too, as the economics of gas-to-coal switching in 
Europe and North Asia force coal prices to at least track 
gas prices.
LNG spot prices delivered to North Asia surged in 
September on stronger demand as LNG importers looked 
to secure enough cargoes for the upcoming winter 
Iron ore prices fell again in September on demand 
concerns in China. Policymakers are looking to contain 
steel output growth in H2 2021 as a means to reduce 
emissions. Plans to cap steel output growth in 2021 at 
2020 levels would require China’s crude steel output to fall 
~12%/yr from September to December. 
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Global Equities
September lived up to expectations for being a volatile 
month for sharemarkets. A raft of factors served to 
push sharemarkets lower over the month including a 
spike in bond yields over inflation worries. Fears of a 
US government shutdown, failure to lift the US debt 
ceiling and a debt crisis affecting large Chinese property 
developer, Evergrande, also weighed on sentiment.   

Over September, global sharemarkets generally slumped. 
The US Dow Jones fell by 4.3 per cent; the S&P 500 lost 
4.8 per cent; and the Nasdaq fell by 5.3 per cent. The pan- 
European STOXX 600 index fell by 4.3 per cent. And the 
ASX 200 lost 2.7 per cent. Against the trend the Japanese 
Nikkei rose by 4.9 per cent.

In Australia all but three of the 12 sectors posted declines: 
Energy (up 16.4 per cent); Utilities (up 1.8 per cent); and 
Telecom (up 0.2 per cent). Across size categories the 
MidCap50 out-performed, down 1.0 per cent. Other 
sectors generally fell by between 2.7-3.6 per cent.

Australian Dollar
The Australian trade-weighted index decreased by 0.7% in 
September.  AUD decreased most heavily against the USD 
and increased the most against the New Zealand dollar.
AUD was strongest in early September mainly because 
of the weak USD.  But solid Australian economic data 
also supported AUD.  Australian GDP expanded by more 
than expanded at 0.7%/qtr in Q3 2021.  AUD/USD briefly 
jumped after the RBA maintained its decision to taper 
its asset purchases by $A1bn/week.  The majority of 
economists expected the RBA to delay its decision to 
taper.
AUD/USD drifted lower in the remainder of September, 
in part because of the lift in the USD.  The iron ore price 
decreased by more than $US40 per ton in the first half 
of September.  But surging coal prices provided a partial 
offset.  The softening in the Chinese economy also 
weighed on AUD in September.


