
 

 

 

 

November 2021 

 
Economic and market overview 

• Seasonal greetings to our readers and best wishes for what 
will almost certainly be the most expensive Christmas ever. 
Prices of pretty much everything from toys to turkeys and 
tanks of petrol has risen; directly or indirectly owing to virus-
related disruptions.  

• Inflation remains above target in most key regions, meaning 
investors are focused on potential interest rate increases. 

• The identification of a new variant of Covid – named 
omicron – adversely affected shares and other risk assets 
towards month end. The new strain has been detected in at 
least 13 countries and saw border restrictions re-introduced 
in some cases.  

• Little is known yet about the new variant; how transmissible 
it is, whether existing vaccines will be effective against it, 
etc. Nonetheless, there were suggestions that the new 
strain could derail the recovery in major economies due to 
the re-introduction of social distancing and mobility 
restrictions.  

 
US: Inflation quickened to an annual pace of 6.2%, driven 
by ongoing supply chain disruptions and higher food and 
energy prices. Inflation has not been higher since the early 
1980s.  

• Jerome Powell – Chair of the Federal Reserve – conceded 
that inflation may not be as ‘transitory’ as officials have 
been insisting for months. This suggests policy settings 
might need to be tightened earlier than previously thought, 
and that the central bank could start reducing the scale of 
its quantitative easing program during early 2022. 

• Data showed that more than half a million new jobs were 
created in the US in October, taking the total to nearly six 
million in the calendar year to date. Whilst positive, some 
employers are bemoaning the fact that labour shortages 
are driving up wages.  

• Political wrangling continues to threaten the approval of 
President Biden’s proposed 10-year, US$1.64 trillion 
economic plan. The proposed additional spending was 
narrowly passed by the House of Representatives, but will 
likely face opposition from the Senate in December. One 
critic labelled the plan “the single most reckless and 
irresponsible spending bill in our nation’s history.” 

 
Australia: The Reserve Bank of Australia continued to rein 
in its expansionary policy settings, abandoning its previous 
0.10% yield target on 3-year government bonds. 
Policymakers had already started to taper the quantitative 
easing program, reducing the amount of bonds purchased 
to $4 billion per week, from $5 billion previously.  

• Attention is now firmly on when official interest rates might 
start to rise. Market consensus suggests cash rates could 
increase within the next six months, although officials 
continue to suggest 2023 is more likely.  

• With employment adversely affected by recent lockdowns, 
the unemployment rate ticked up to 5.2%. Wage growth 
data were in line with expectations, showing an increase in 
earnings of 2.2% in the year to the end of September. 

New Zealand: Official interest rates were raised by 0.25% 
for a second consecutive month. Policymakers are trying to 
dampen inflationary pressures and an overheating property 
market.   

• The unemployment rate fell to 3.4% – matching its lowest 
ever level – and consumption has rebounded to pre-
pandemic levels. With demand expected to remain firm, 
consensus forecasts suggest inflation will rise to 3.7% one 
year from now, moderating to 3.0% in two years’ time. 
Further interest rate hikes are therefore anticipated in early 
2022 and thereafter.  

 
Europe: As had been feared, the start of the winter season 
in the northern hemisphere saw Covid infection rates 
increase. As a result, new restrictions were imposed in 
Germany and the Netherlands, and Austria and Slovakia 
went back into lockdown. Consumer confidence levels 
dipped as a result. 

• Like elsewhere, inflation in Europe has risen sharply. Prices 
have risen 4.9% over the past year in the European Union, 
and by an even higher 6.0% in Germany, the largest 
economy in the region.  

• European Central Bank officials continue to suggest the 
spike in prices will prove temporary and that current policy 
settings remain appropriate. One Board member 
suggested it is “very unlikely” that interest rates will be 
increased in 2022.  

• News of the new Covid variant reduced the likelihood of an 
interest rate hike in the UK following the Bank of England’s 
December meeting. Employment, consumer confidence 
and retail sales data in the UK all surprised on the upside 
during the month, suggesting inflationary pressures might 
continue to build in early 2022. If so, policymakers may be 
forced to act. 

 
Asia/EM: Investors remained focused on the indebtedness 
and creditworthiness of Chinese property firms. Developers 
are seeking to raise cash through share sales and/or asset 
disposals to repay debt and comply with strict new 
deleveraging rules. Higher borrowing costs and a slowdown 
in new home sales has seen some firms run into financial 
difficulty.  

• It seems the Chinese government is reluctant to bail out 
struggling firms, raising the potential of some companies 
being unable to service their debt repayment obligations. 
Bond valuations in this area of the market therefore 
remained under significant pressure during the month.  

• At the same time, there were further signs of capital 
outflows from Hong Kong, perhaps owing to concerns over 
increasing control from Beijing. The Hang Seng equity 
index slumped 7.5% in local currency terms and the Hong 
Kong dollar fell to its lowest level for two years. 
 
Australian dollar  

• The ‘risk off’ sentiment that spread across financial markets 
globally hampered the Australian dollar.  

• The Aussie weakened by more than 5% against the US 
dollar – more than offsetting strength in October – and by 
4.6% against a trade-weighted basket of international 
currencies.  



 
 

Australian equities 

• The emergence of the new variant of the coronavirus 
dragged Australian shares lower, despite the market being 
in positive territory for the majority of the month. Investors 
pondered the implications of a potential resumption of 
lockdowns and travel restrictions.  

• Investors were also digesting the prospect of tighter 
monetary policy settings. Central banks positioned 
themselves for tapering bond purchase programs and 
possible interest rate hikes as inflation remained above 
target levels.  

• The S&P/ASX 200 Accumulation Index closed the month 
0.5% lower. 

• A sharp decline in the oil price drove the underperformance 
of the Energy sector (-8.4%).  

• The Financials sector (-8.0%) also underperformed, with 
disappointing performances from several major and minor 
banks. Westpac fell more than 20% after releasing a 
subdued FY21 result that highlighted lower than expected 
interest income, non-interest income and margins, along 
with higher operating costs. Commonwealth Bank (-11.0%) 
also moved lower following its trading update, which 
detailed margin pressures arising from increased mortgage 
competition. 

• The Materials sector (+6.2%) recovered from recent 
weakness.  Miners benefited from a rise in iron ore prices 
towards the end of the month. The bulk commodity 
benefited from stronger restocking demand in China as 
steel production restrictions eased. Fortescue Metals 
Group and Mineral Resources were among the best 
performers over the month, adding 22.1% and 17.3%, 
respectively. 

• Australia’s small cap companies once again outperformed 
their large cap peers, albeit only modestly. The S&P/ASX 
Small Ordinaries Accumulation Index declined just 0.3%.  

• Strong performances from several IT stocks – including 
Novonix, BrainChip and EML Payments – helped offset 
weakness in the Energy, Consumer Discretionary and 
Industrials sectors. 

 
Listed property 

• Global property securities struggled in November, but 
posted strong gains for Australian investors as weakness in 
the dollar boosted returns from assets held offshore. The 
FTSE EPRA/NAREIT Developed Index rose 3.6% in 
Australian dollar terms. 

• The best performing regions included Sweden (+8.3%), 
Australia (+4.5%) and the UK (+3.2%). Laggards included 
Japan (-6.1%), Hong Kong (-5.2%) and France (-4.6%). 

• The detection of omicron towards the end of the month 
hampered sentiment towards property sub-sectors that are 
exposed to the reopening of economies, such as hotels and 
retail. With cases of the Delta variant already rising steadily 
in the month across Europe, the addition of a new variant 
has further clouded the outlook as we approach 2022. 

 
Global equities 

• Share markets were quite volatile, partly due to the omicron 
news. This saw major markets falter towards month end, 
with travel-related stocks leading the declines.  

• The MSCI World Index fell 1.5% in the month as a whole, 
although returns were positive (+3.6%) for Australian 
investors due to dollar weakness.  

• Emerging markets were particularly affected by investors’ 
moderating risk appetite – the MSCI Emerging Markets 
Index closed the month 4.1% lower in local currency terms.  

• There was a fair degree of regional divergence in 
performance. US stocks held up reasonably well and the 
tech-heavy NASDAQ even registered a small gain.  

• Selected markets elsewhere performed much less well. In 
Europe, Spain (-8.3%) and Italy (-4.0%) were among the 
underperformers, although the larger German market (-
3.8%) also struggled. News reports suggested Germany is 
considering making Covid vaccines compulsory, following 
a similar move in neighbouring Austria. 

• In Asia, Japan’s Nikkei 225 Index closed 3.7% lower while 
the Straits Times Index in Singapore fell 4.6%. It emerged 
that arrivals into Singapore have remained low, even 
though the government eased has travel restrictions for 
visitors.  

• At the sector level, a 20%+ drop in the oil price hampered 
sentiment towards energy stocks. The US and other OPEC 
countries increased supply by releasing oil from strategic 
reserves, to help dampen recent price increases. 

• On the positive side, selected retailers were boosted by 
reports of record spending associated with Thanksgiving in 
the US, as well as ‘Black Friday’ and ‘Cyber Monday’ sales 
promotions in most major regions.  

 
Global and Australian Fixed Income 

• There were some competing forces affecting bond markets 
in November. Concerns over omicron saw investors pare 
back their expectations for interest rate hikes, which caused 
yields to move lower.  

• Later in the month, however, attention was back on the 
prospect of policy tightening, after the Chair of the US 
Federal Reserve conceded that inflation was likely to be 
more persistent than previously forecast.  

• Yields fell in the month as a whole, which resulted in 
positive returns from fixed income. 

• In the US, 10-year Treasury yields fell 11 bps, to 1.44%. 
The curve flattened quite substantially – yields on shorter-
dated Treasuries moved higher, while those on 30-year 
notes fell to their lowest level since January.  

• There were some sizeable moves in other major markets 
too. Yields on 10-year German bunds and UK gilts fell 24 
and 23 bps, respectively.  

• Yields on 10-year Australian Commonwealth Government 
Bonds closed the month 40 bps lower, at 1.69%. This 
partially offset the very sharp increase in October, although 
yields remain much higher than they were two or three 
months ago. This primarily reflects higher inflation and a 
slight change in the interest outlook. Following its meeting 
in early November, the Reserve Bank of Australia indicated 
borrowing costs could be increased from record lows during 
2023, instead of 2024.  

 
Global credit 

• After trading in a tight range for several months, credit 
spreads widened quite sharply. This hampered returns from 
corporate bonds.  

• This move was partly attributable to concerns over omicron. 
Investors suggested the new strain could hamper economic 
activity levels and, in turn, company profitability.



 
 

 

 

 

 

 

 

 

 

This material has been prepared and issued by First Sentier Investors (Australia) IM Ltd (ABN 89 114 194 311, AFSL 289017) (Author). The Author 

forms part of First Sentier Investors, a global asset management business. First Sentier Investors is ultimately owned by Mitsubishi UFJ Financial 

Group, Inc (MUFG), a global financial group. This material contains general information only. It is not intended to provide you with financial product 

advice and does not take into account your objectives, financial situation or needs. Before making an investment decision you should consider, with a 

financial adviser, whether this information is appropriate in light of your investment needs, objectives and financial situation. Any opinions expressed in 

this material are the opinions of the Author only and are subject to change without notice. Such opinions are not a recommendation to hold, purchase 

or sell a particular financial product and may not include all of the information needed to make an investment decision in relation to such a financial 

product. To the extent permitted by law, no liability is accepted by MUFG, the Author nor their affiliates for any loss or damage as a result of any 

reliance on this material. This material contains, or is based upon, information that the Author believes to be accurate and reliable, however neither the 

Author, MUFG, nor their respective affiliates offer any warranty that it contains no factual errors. No part of this material may be reproduced or 

transmitted in any form or by any means without the prior written consent of the Author. In Australia, ‘Colonial’, ‘CFS’ and ‘Colonial First State’ are 

trademarks of Colonial Holding Company Limited and ‘Colonial First State Investments’ is a trade mark of the Bank and all of these trademarks are 

used by First Sentier Investors under licence. 

Count Financial Limited ABN 19 001 974 625, AFSL 227232 (Count). Count is 85% owned by CountPlus Limited ACN 126 990 832 (CountPlus) of 

Level 8, 1 Chifley Square, Sydney 2000 NSW and 15% owned by Count Member Firm Pty Ltd ACN 633 983 490 of Level 8, 1 Chifley Square, Sydney 

2000 NSW. CountPlus is listed on the Australian Stock Exchange. Count Member Firm Pty Ltd is owned by Count Member Firm DT Pty Ltd ACN 633 

956 073 which holds the assets under a discretionary trust for certain beneficiaries including potentially some corporate authorised representatives of 

Count Financial Ltd. ‘Count Wealth Accountants’ is a business name of Count. Count advisers are authorised representatives of Count. While care has 

been taken in the preparation of this market update, no liability is accepted by Count, its related entities, agents and employees for any loss arising 

from reliance on this market update. 

Johnstone Haines Pty is an Authorised Representative of Count. ‘Count’ and Count Wealth Accountants® are trading names of Count Financial Limited, 
ABN 19 001 974 625 Australian Financial Services Licence Holder Number 227232 (“Count”). 
 

  

 

 


