
Fixed coupon XTBs –  
Price Sensitivity to Interest  
Rate Movements

  How sensitive are fixed coupon XTB prices to interest rate 
changes? 

  How much would they move if rates were to move 25bps or 
100bps? For example, would a $100 XTB fall in price to $95 
if interest rates moved up by 25bps? Advisers will be familiar 
with equity and hybrid prices that can, and do fall by 5%, and 
just as easily can rebound 5%.

While it’s clear that bonds & XTBs will be driven by different 
factors to equities & hybrids, it is open to mistakenly conflate 
the degree of sensitivity or volatility shown by XTBs with the 
level of volatility of other ASX traded instruments.

The following table shows the price sensitivity of fixed coupon 
XTBs for given interest rate movements. It also shows the price 
sensitivity for a number of different tenors to demonstrate that 
all else being equal, longer-dated XTBs are more sensitive to 
interest rate changes than shorter-dated XTBs.

The table shows the price of each XTB at $100 when there has 
been no changes in rates (0.00%) in the middle of the table.

Fixed coupon bonds are sensitive 
to interest rate movements. They 
generally fall in price when interest 
rates rise, and increase in price when 
rates fall. 

So too will XTBs over fixed coupon bonds. Floating Rate XTBs 
do not have the same interest rate sensitivity as fixed coupon 
XTBs. This document concerns fixed coupon XTBs only.  

  There are now 33 separate XTBs trading on ASX. 

  Each XTB offers exposure to the returns from a 
different senior corporate bond issued by some 
of the largest ASX listed companies, or their 
subsidiaries.

  XTBs are not a fund investment, they are individual 
securities trading on ASX, each based on a different 
bond. XTBs pay out 100% of the underlying bond’s 
coupons and principal.

  XTBs cover both fixed and floating rate senior 
corporate bonds.

  Fixed coupon bonds & XTBs are sensitive to interest 
rate changes, this XTB Fact Sheet helps to quantify 
how sensitive they are to rate changes.

  The degree of price sensitivity exhibited by fixed 
coupon XTBs may not be as great as advisers might 
have expected, compared with other ASX traded 
securities.

  This is in keeping with the capital stable nature of 
senior corporate bonds, relative to more volatile 
investments such as equity and hybrid securities.

F A C T  S H E E T

Interest rate changes  
and price sensitivity

INVESTORS

RATE 
CHANGE

1 YEAR 
XTB ($)

3 YEAR 
XTB ($)

5 YEAR 
XTB ($)

7 YEAR 
XTB ($)

-1.00% 100.99 102.90 104.74 106.50

-0.75% 100.74 102.16 103.53 104.83

-0.50% 100.49 101.44 102.34 103.19

-0.25% 100.24 100.72 101.16 101.58

0.00% 100.00 100.00 100.00 100.00

0.25% 99.76 99.29 98.85 98.45

0.50% 99.51 98.59 97.72 96.92

0.75% 99.27 97.89 96.61 95.42

1.00% 99.03 97.20 95.51 93.95

1.25% 98.79 96.51 94.42 92.50

1.50% 98.55 95.83 93.35 91.08



Conclusion

Fixed coupon XTBs are sensitive to interest rate movements, 
as shown in this XTB Fact sheet.  But their degree of 
sensitivity may not be as great as advisers may think from their 
experience with the volatility of equities and hybrids.

The senior bonds that XTBs cover are capital stable 
instruments that suit the defensive part of client portfolios.  

For more information  
E: advisers@xtbs.com.au 
T: 1800 995 993 
W: xtbs.com.au 

 Follow us on LinkedIn 
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XTB Price Sensitivity

When rates fall, XTB prices rise, and vice versa. As a guide 
– most of the current range of fixed coupon XTBs (as at 
December 2015) are 3 to 5 year XTBs in terms of tenor (time to 
maturity date).

All else being equal, a $100 3-year XTB will fall to $99.29 or 
$98.59 if the RBA lifted rates by 25bps or 50bps. In recent 
years the RBA has moved rates in increments of 0.25%, so it 
would take an increase in rates that is four times this increment 
to cause a three year XTB trading at $100 to fall to $97.20.

Rates would need to increase by more than 1.5% to cause the 3 
year XTB price to fall from $100 to $95. The longer dated XTBs 
have greater price sensitivity, a 1.5% increase in rates will cause 
the price of the 7 year XTB to fall to $91.08.

Whilst fixed coupon corporate bonds and XTBs over them 
are sensitive to interest rate changes, they’re not as sensitive 
as you might think, particularly if your only reference point or 
barometer of price volatility of ASX traded securities is the 
degree of volatility shown by equities and hybrids.

Equities and hybrids regularly move 5% or more up or down 
in value. Senior corporate bonds from well capitalised and 
creditworthy ASX listed companies are not as volatile, unless 
rates move very dramatically (or there is a significant credit 
event for the company).

Two other XTB Fact Sheets are also relevant on this subject

1.  XTB Fact sheet covering what the market suggests  
about potential future outcomes for the RBA cash rate.  
View Fact Sheet.

2.  XTB Fact sheet looking at seven different potential rate 
change scenarios and what this does to returns on fixed 
coupon XTBs versus remaining in short term rolling TDs. 
View Fact Sheet.

The chart below plots the data from the table above in 
graphical format.

Interest rate changes and price sensitivity
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