
 
 
 
 
 
 
Financial Market Conditions – March 2022 
 
Throughout March, the outcome of the war in Ukraine remained highly uncertain, with tensions continuing and no 
resolution in sight. As a result, there has been continued upward pressure on energy and commodity prices, 
exacerbating supply chain constraints and the threat of inflation. To the extent that many countries globally 
(inclusive of Australia) have cut fuel taxes for a period to provide relief from soaring fuel prices. 
 
Global equities have been mixed over the month, highly related to the uncertainty of the war in Ukraine. 
European equity indices are down 6% since the start of the year. Emerging markets have continued to retract, 
leaving them down nearly 7% over the year, due to surging COVID numbers in China, the potential property 
downturn and falls in manufacturing numbers. In the US, stocks rose over March following two months of 
contraction, however, remain 6% lower over the year. Australian shares outperformed due to its commodity 
exposure, to be higher over March and slightly higher over the year. 
 
Despite rising infection rates due to the Omicron variant, low mortality rates have continued to see countries 
adopting the living with COVID strategy. China has not adopted this approach, with a continued focus on a zero 
COVID strategy, leading to the shutdown of several large cities and increased concerns of further service and 
supply chain issues, which will have a domino effect globally. With a country already experiencing some 
slowdown, with activity in China’s services sector contracting at its steepest pace in two years in March, the 
continued lockdowns will potentially disrupt the global supply chains further and continue to put upward pressure 
on the price to transport goods. With further lockdowns likely as new cases remain high, it remains to be seen 
how the government will look to achieve its 5.5% GDP growth target for the year. 
 
Inflationary pressures remain to be the key point of discussion in most economies around the world. In Europe, 
Germany and Spain recorded their largest price increases since the 90s and European CPI came in at 7.5%, 
higher than consensus estimates of a 6.6% rise over the previous year. Energy prices rose by a staggering 44%, 
whilst food and associated prices climbed by 5%. ECB president Lagarde warned of Russia’s invasion posing 
significant risk to growth and also added ‘considerable uncertainty’ into the economic outlook. Recognising that 
bottlenecks ‘are likely to take inflation higher’ but given the uncertain backdrop, she highlighted that there will be 
no hurry to raise interest rates and any move will be gradual. Markets are pricing in increases worth nearly 50 
basis points to the ECB's deposit rate by the end of this year, which would take it back to zero after eight years in 
negative territory. 
 
The UK are also seeing impacts of rising costs of gas and electricity, with soaring inflation pressures seeing 
inflation at the highest level in three decades. The Bank of England hiked rates in March by 0.25% to 0.75%, the 
Statement softening the rates outlook to further hikes due to the potential impacts of higher commodity prices on 
incomes and activity, and that they will review the impact from Russia/Ukraine ahead of the May meeting. 
Markets still have a further four hikes priced for 2022. 
 
The US FOMC hiked rates by 0.25% as expected in March and economic data continued to show strength 
throughout the month. Manufacturing and services indexes painted a positive picture, reporting and upswing in 
March. House prices continued to rise over the month (to be 19% higher over the year), and the unemployment 
rate fell to 3.6%, close to pre-pandemic levels. Inflation continues to print higher, to be 7.9% over the year, at 40-
year highs. Markets continue to expect further rate hikes, potentially 0.5% at its May meeting. 
 
In Australia, inflation and higher rates continue to be a focus. Consumer sentiment fell in March once again 
(continuing its fall from November 2021), with rising inflation pressures, petrol prices, floods in QLD and NSW 
and the Ukraine war are weighting on consumer sentiment. Despite this, NAB’s business survey showed a 
strength in business conditions, and Australian economic data supported this. Unemployment fell to 4% in 
February, with labour demand and vacancies still very high, with job ads at a new peak. The unemployment rate 
has not been this low since 1974. Retail sales posted a 1.8% gain, despite the omicron outbreak and flooding in 
QLD and NSW.  
 
 
 
 
 
 
 
 
 
 



 

 
 
The Federal Budget was announced, a pre-election budget released two months early, with the budget deficit 
profile revised lower, reflecting the windfall from a stronger economy, with the 2024/25 forecast peak in net debt 
cut to 33.1% of GDP, from 37.4%. The budget included new policy measures to assist with increased costs of 
living, increased spending on infrastructure and defence as well as tax incentives for small business. 
 

 
The biggest change locally was the RBA’s stance on future rate rises, removing language about being “patient” 
and clearly signalled the contemplation of lifting rates over coming months. Markets have quickly moved rate 
hike expectations to June 2022, with potentially two to three hikes in 2022 and the peak of the rates cycle 
between 1.50% to 2.00% by the end of 2023. 
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