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In September, global financial markets experienced 

a significant shift, characterised by a slowdown in 

the fall of inflation and expectation of persistence of 

higher cash rates. While the suggestion is still that 

cash rates have likely peaked in key regions, the 

narrative has changed to "higher for longer". 

Markets responded to concerns that central banks 

might maintain elevated interest rates for an 

extended period, and policy rates may not come 

down until the second half of 2024. The result was 

a notable repricing in bond markets, with yields 

reaching cycle highs, and a widespread sell-off 

across equity markets. 

US economic growth remains resilient but global 

growth remains below trend, with challenges in 

both manufacturing and services sectors. However, 

despite the mixed economic data, most major 

equity markets remained positive year-to-date.

US equities experienced a drop in September, 

driven by poor returns from the Technology sector. 

While a soft landing in the US economy seems to 

be the market consensus, it is not without its risks, 

and a soft landing for the economy may not 

guarantee a safe landing for markets. 

European equities experienced a more moderate 

decline over the month, while the UK was a 

surprising exception, rising over the month aided 

by a falling currency. The Chinese stock market 

was weighed down by ongoing concerns about the 

property sector and the broader economic outlook. 

This contributed to a negative return for the month 

from emerging market equities.

While Australian equities faced challenges, they 

posted a small negative return, outperforming 

global markets in aggregate, Resources provided a 

glimmer of positivity, with commodity prices rising. 

Oil prices were driven by ongoing supply 

restrictions and improved demand expectations. 

However, higher oil prices pose an additional 

burden on consumers and raise concerns about 

near-term inflation.

Major central banks held policy meetings over the 

month. Inflation rates fell but remained too high for 

central banks to relax, maintaining a hawkish 

rhetoric, particularly from the US Federal Reserve. 

Bond markets produced negative returns. The 

stance of central banks raised concerns about 

higher interest rates for longer, which was reflected 

in a material increase in government bond yields. 

The US fiscal position added to the challenges 

faced by bond markets, with concerns about the 

growing debt pile and widening deficit leading to 

expectations of increased Treasury issuance.

The USD strengthened in September. The 

Australian dollar depreciated moderately against 

the US dollar but showed strength against other 

major currencies. In aggregate currency hedging 

was a small positive contributor to returns.

Listed property and infrastructure produced 

negative returns in September as yields rose and 

sentiment deteriorated. Australian residential 

property prices continued to stabilise, after 

previous falls.
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Details of the indices are in the table on the next page

September 2023
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Asset class yields relative to history
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Asset class long-term returns
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Asset class long-term returns
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