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General advice warning: 

The information in this update is of a general advice nature only and has been prepared without taking 
into account your personal objectives, financial situation or needs.  Because of that, you should, 

before acting on the advice, consider the appropriateness of the advice, having regard to those things. 
Past performance is not a reliable indicator of future performance and should not be relied upon.  
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It has been a month of uncertainty as the US, Israel and Iran conflict 
continued and the Strait of Hormuz remained largely closed, disrupting 
~20% of global oil supply. 

Ships passing through the Strait went from an average of close to 100 
per day to consistently less than 10 per day. 
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This triggered a significant supply shock, and as a result, crude oil prices 
surged above US$100 per barrel for the first time since 2022, materially 
shifting inflation expectations and complicating the global monetary 
policy outlook. 

Rising inflation expectations pushed global bond yields higher, as 
investors increasingly priced in the likelihood that central banks may 
need to tighten policy further to contain inflationary pressures. Equity 
markets responded with broad-based declines, with the impact most 
pronounced in oil-importing regions such as Australia, Asia, and Europe. 

In contrast, the United States remained relatively insulated given its 
position as a net energy exporter. 

And since a two week ceasefire was announced on the 7th of April, 
markets have rallied. 

The Dow Jones is up almost 1% over the last month but is still down 
from the February highs. 

 

 

 

 

 

 

 

 

 

 

 

 

After falling 5% in March, it’s worst month since 2023, the S&P 500 is up 
almost 0.5% over the last month. 
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And while still off it’s January and February peaks, is up ~25% for the 
last 12 months. 

 

 

 

 

 

 

 

 

 

 

 

The S&P/ASX All Ordinaries Index fell 7.3% in March, with the market hit 
by the dual headwinds of the RBA’s second consecutive rate hike and 
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the global energy shock. The sell-off was broad-based, with 
rate-sensitive sectors bearing the brunt of the move. 

Again, since the announcement of the ceasefire, we have seen a bounce 
back in the All Ords, up over 2% for the last month. 

 

 

 

 

 

 

 

 

 

 

And up over 15% for the previous 12 months. 

 

 

 

 

 

 

 

 

 

So what tends to happen when volatility spikes? 
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One year ago, during the tariff turmoil, the S&P 500 fell 12% over four 
trading days, the biggest crash since March 2020 during the covid crisis. 
At the same time, we saw one of the biggest volatility spikes ever, with 
the $VIX closing above 50. 

What has transpired since then? 

The S&P 500 has rallied 38%, adding to the list of times where it paid to 
be greedy when others were fearful. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The closing high of 31.05 for the $VIX this year seems calm by 
comparison at a level of 31 on March 27. 
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While not nearly as extreme as last year, this was still in highest 10% of 
historical $VIX readings. 

What has happened in the past following similar levels of volatility? 

Above-average forward returns for the S&P 500 over the next 1-5 years. 

 

 

 

 

 

 

 

 

 

Does that mean the S&P 500 will definitely be higher a year from now? 
No, there are no guarantees in markets, only probabilities. But the higher 
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the volatility index spikes, the higher the odds of a strong positive return 
going forward. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The 7.3% decline in the first 60 trading days of this year was one of the 
worst starts to a year in history. 
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But as we saw in 2025, a bad start to a year doesn’t necessarily mean a 
bad finish. 

 

 

 

 

 

 

 

 

 

 

The S&P 500 has already rallied more than 7% from its March 30 low 
and is now down less than 1% on the year. At the same point in 2025, 

​ ​  



the S&P 500 was down 15% before staging its epic comeback to end the 
year up 18%. 

What’s driving the market higher? 

Hopes of a resolution to the Iran war, with a 14-day ceasefire now in 
place. The 2.5% surge in today’s trading marked the 5th biggest gain 
during President Trump’s second term. 

What did the top 8 days all have in common? 

They were all so-called “TACO” trade rallies, with sharp reversals from 
the President on Tariffs driving the biggest gains in 2025 and reversals 
on the Iran War driving gains in 2026. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

When will the war end and when will the Strait of Hormuz return to 
normal levels of traffic? 
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We don’t know the answer to either question which makes forecasting 
future inflation rates even more difficult than usual. 

The positive scenario: the ceasefire endures and the war comes to an 
end this month with the Strait of Hormuz resuming normal traffic by May. 

The negative scenario: the ceasefire is broken and the war escalates, 
with prices of Crude Oil and other commodities remaining elevated or 
continuing to spike higher. 

 

 

 

 

 

 

 

 

 

 

 

 

Regardless of what happens next, inflation is already on the rise. 
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31-Mar-26 28-Feb-26 31-Jan-26 Qtr change 1 year change 

Interest Rates (at close of period) 



Major market indicators: 

Sources: Quilla, Refinitiv Datastream 
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Aus 90-day Bank Bills 4.19% 3.96% 3.77% +48.0 +7.0 

Aus 10yr Bond 4.96% 4.76% 4.75% +24.3 +54.1 

US 90-day T-Bill 3.61% 3.59% 3.58% +4.0 -60.0 

US 10 yr Bond 4.32% 3.96% 4.26% +15.8 +11.0 

Currency (against the AUD) 
     

US Dollar 0.685 0.713 0.701 2.71% 9.91% 

British Pound 0.519 0.528 0.509 4.30% 7.01% 

Euro 0.597 0.603 0.587 4.63% 2.97% 

Japanese Yen 109.55 111.15 107.77 4.80% 17.09% 

Trade-Weighted Index 64.30 65.50 64.50 3.38% 7.89% 

Equity Markets 
     

Australian All Ordinaries -7.3% 3.3% 1.6% -2.7% 11.3% 

MSCI Australia Value (AUD) -4.7% 7.6% 2.6% 5.2% 21.4% 

MSCI Australia Growth (AUD) -6.6% 0.8% -0.4% -6.2% -5.5% 

S&P 500 (USD) -5.0% -0.8% 1.5% -4.3% 17.8% 

MSCI US Value (USD) -5.2% 1.8% 4.5% 0.8% 11.4% 

MSCI US Growth (USD) -4.5% -3.8% -1.9% -9.9% 22.5% 

MSCI World (USD) -6.3% 0.8% 2.3% -3.5% 19.4% 

Nikkei (YEN) -12.6% 10.4% 5.9% 2.2% 45.9% 

CSI 300 (CNY) -5.5% 0.2% 1.8% -3.7% 17.7% 

FTSE 100 (GBP) -6.2% 7.0% 3.0% 3.4% 22.6% 

DAX (EUR) -10.3% 3.0% 0.2% -7.4% 2.3% 

Euro 100 (EUR) -5.9% 4.2% 3.0% 1.0% 15.5% 

MSCI Emerging Markets (USD) -13.0% 5.5% 8.9% -0.1% 30.3% 

Commodities 
     

Iron Ore (USD) 8.8% -5.2% -2.6% 3.1% 5.0% 

Crude Oil WTI U$/BBL 53.6% 3.8% 12.6% 59.5% 43.1% 

Gold Bullion $/t oz -12.0% 4.4% 16.3% -8.1% 47.9% 



 

 

 

 

 

 

The RBA raised the official cash rate by 25 basis points to 4.10% at its 
March meeting, the second consecutive hike and the third increase in 
the current tightening cycle. The decision was split 5-4, with the minority 
preferring to wait for further data given the heightened global uncertainty. 

Governor Michele Bullock was unequivocal in the post-decision press 
conference that inflation was already too high before the Middle East 
conflict began, and the domestic data had confirmed that demand was 
outstripping supply. She noted that headline CPI had risen to 3.8% in 
January, declining to 3.7% in February, and the labour market remained 
tighter than expected, with the unemployment rate holding below 
forecast. 

 

 

 

 

 

 

 

 

 

A significant portion of economic data is still yet to reflect the effects of 
the US, Israel, Iran conflict and the closure of the Strait of Hormuz. 
However, prior to the conflict, household spending was already subdued, 
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which is likely to continue given the increase in fuel prices and the 
knock-on effects that will follow. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Australian consumer confidence has plunged to historic lows over the 
past month. The ANZ-Roy Morgan Consumer Confidence index fell for 
five consecutive weeks through March, hitting a record low of 58.8 in late 
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March. To put this in perspective, that is the weakest reading in the 
index’s 50-year history – the first time it has ever dropped below 60. The 
war-induced fuel crisis was the catalyst: since the conflict began at the 
end of February, consumer confidence collapsed by over 21 points in 
just five weeks. 

 

 

 

 

 

 

 

 

 

 

 

There is a small silver lining: consumer sentiment has stabilized in early 
April, helped by government cost-of-living measures. In the first week of 
April, the ANZ-Roy Morgan index edged back up to 62.3 after the federal 
government’s fuel excise cut took effect. 

 

 

 

 

Measures of business conditions underscore a challenging environment. 
The National Australia Bank (NAB) index of business confidence turned 
negative in February 2026, falling to –1 (from +4 in January) – the first 
subzero reading in nearly a year. Firms grew more cautious after the 
February RBA rate hike, but notably business activity had not yet 
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collapsed: NAB reported that overall business conditions held around 
their long-run average in February, with stable profits and slightly higher 
sales offset by a small dip in hiring. 

Australian Business Confidence: 

 

 

 

 

 

 

 

 

 

There were a few bright spots – corporate investment plans in late 
February climbed to their highest level in three years, and forward orders 
jumped 4 points, hinting at pockets of resilience and stronger demand 
ahead. Much of this survey was conducted just as the conflict began 
(Feb 28–Mar 2), capturing only the early stages of the oil shock. 

By the end of March, surveys conducted overseas began showing the 
effects of the conflict with demand deteriorating and uncertainty rising, all 
while businesses face surging input costs. 

 

 

Australia’s labour market has been robust but is now showing initial 
signs of softening. The unemployment rate rose to 4.3% in February 
2026, up from 4.1% in January (seasonally adjusted). This 0.2 
percentage point increase was the first meaningful uptick in 
unemployment in over a year, and it surprised forecasters who had 
expected the rate to hold steady. Notably, the higher jobless rate was not 
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due to job losses – in fact, total employment grew by nearly 49,000 in 
February, more than double expectations. Instead, the rise in 
unemployment reflected a surge of new or returning job seekers into the 
labour force. 
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Source: Google 
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