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The Budget 
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Federal budget: $7.1bn surplus in 2019/20 
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% year 2018 2019(f) 2020(f) 

GDP – RBA (Feb) 2.75 (f) 3.0 2.75 

GDP – Westpac 2.3 (a) 2.2 2.2 

Consumer – RBA 2.1 (f) 2.5 2.7 

Consumer – Westpac 2.0 (a) 2.2 2.2 

Australian GDP growth outlook 

* Westpac estimate of likely RBA forecasts in February update. 

  Source: ABS, RBA November Statement on Monetary Policy, Westpac Economics  
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The Global Economy 
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Global PMI & global trade orders 
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Overall business conditions held up by consumers 
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World growth set to slow 

*NIE are Newly Industrialised Economies – Republic of Korea, Hong Kong SAR, Taiwan Province of China, and Singapore. 

^Forecasts for PNG GDP are from Bank PNG.  

2015 2016 2017 2018 2019(f) 2020(f) 

Australia 2.5 2.8 2.4 2.8 1.8 2.2 

New Zealand 3.6 4.0 3.1 2.7 2.6 2.8 

US 2.9 1.6 2.2 2.9 2.4 2.1 

Euro  2.1 1.9 2.4 1.8 1.2 1.4 

Japan 1.4 1.0 1.7 1.1 0.8 0.7 

China 6.9 6.7 6.9 6.6 6.1 6.0 

India 8.2 7.1 6.7 7.2 7.1 7.0 

NIE’s* 2.1 2.3 3.2 2.9 2.6 2.7 

World  3.5 3.3 3.7 3.7 3.5 3.5 

A big three slowdown will see a broad spread moderation  



10 

The Australian Economy 
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Key points in the Australian economy 

• Labor currently in line to win the Federal election – but who is 
brave enough to confidently call elections anymore? 

• The lead up to an election can generate significant uncertainty 
resulting in a pause in economic growth. 

• Housing activity correction is underway, house prices are falling, 
business confidence has fallen & household incomes growth in 
anaemic to spending. 

• Population growth has been a key driver of economic growth.  

• Australian economy has slowed to a below trend rate of growth. 
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Newspoll continues to have Labor ahead 
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Election uncertainty & employment 

-2

-1

0

1

2

3

4

5

-2

-1

0

1

2

3

4

5

Jun-12 Jun-13 Jun-14 Jun-15 Jun-16 Jun-17 Jun-18 Jun-19

%yr %yr 

6mth annualised pace

forecasts

Sources: ABS, Westpac Economics. 

Sep ‘13 

election 

Jul ‘16 

election 



14 

Employment has been in white collar 

• Government +164.2k  

• Prof & technical +104.7k 

• Leisure & hospitality +71.8k 

• Wholesale & transport +40.8k 

• Mining & utilities +20.9k 

• Finance +13.5k  

• Other business services +4.3k 

• Education & health +1.5k 

• Real estate –3.2k 

• Retail –24.7k 

• Construction –49.2k 

• Manufacturing –62.5k 
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Decline in house prices accelerating 
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Dwelling approvals: downtrend across states 
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Consumer spending- goods; cars weakest 
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Tables and Charts 

Note: If you insert a 

table from the toolbar or 

placeholder button 

(rather than copying 

one from the template 

and pasting), you will 

manually have to apply 

the font size and colour. 

It’s best to copy and 

paste the tables and 

charts into your 

placeholder. 

Settlement risk elevated by falling values 

Sources: Core Logic March 2019, Westpac Property 
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High density approvals back to 2013 levels 
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All CBD office markets are improving  
but total vacancy reflects economic diversity 
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Activity driven yields lower and unlikely to reverse 
but falling yields are OK as long as bond rates also decline 
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Retail returns slowing, industrial lifting 
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Forecasts 



Inflation can’t sustain a return to the band 
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At time of 

forecast 
Jun-19 Dec-19 Jun-20 Dec-20 

RBA Cash 1.50 1.50 1.00 1.00 1.00 

Aus 10yr 1.90 1.85 1.80 1.80 1.90 

3yr swap 1.43 1.50 1.45 1.45 1.50 

Fed Funds 2.375 2.375 2.375 2.375 2.375 

US 10yr 2.50 2.60 2.70 2.60 2.55 

AUD/USD 0.712 0.70 0.68 0.69 0.70 

Source: Westpac Economics 

Current Forecasts – April 2019 



Summary, things are changing towards a new state 

• China, US, EU & Japan are all slowing. US consumer remains robust but 
investment is slow and inflation is low. US Federal Reserve on hold this year as 
growth slows. China is slowing but fiscal& monetary policy offsetting trade war.  

• Official forecasts are way too optimistic for Australian growth, Westpac expects 
growth to slow below trend & inflation to remain well contained. 

• House prices will fall 10–15% further in Sydney and Melbourne – negative wealth 
effect to hit consumption.  

• Weakening business confidence and election uncertainty to slow investment and 
employment. RBA to cut rates twice in 2019. 

• As consumption & activity remains lacklustre yield compression will continue. If 
bond yields don’t fall as well then prices come under pressure to improve yields. 
Drift to core, higher yielding assets to continue. 

• Low inflation, slower growth is here to stay (for a while at least).  

• Foreign investors remain interested in Australia.   

31 
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Source: Westpac Economics 

Westpac IQ – home of our research  

www.wibiq.westpac.com.au 

http://www.wibiq.westpac.com.au/
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Things you should know  

Westpac Institutional Bank is a division of Westpac Banking Corporation ABN 33 007 457 141 (‘Westpac’).  

  

Disclaimer 

This material contains general commentary, and market colour.  The material does not constitute investment advice. Certain types of transactions, 

including those involving futures, options and high yield securities give rise to substantial risk and are not suitable for all investors. We recommend 

that you seek your own independent legal or financial advice before proceeding with any investment decision. This information has been prepared 

without taking account of your objectives, financial situation or needs. This material may contain material provided by third parties. While such material 

is published with the necessary permission none of Westpac or its related entities accepts any responsibility for the accuracy or completeness of any 

such material. Although we have made every effort to ensure the information is free from error, none of Westpac or its related entities warrants the 

accuracy, adequacy or completeness of the information, or otherwise endorses it in any way. Except where contrary to law, Westpac and its related 

entities intend by this notice to exclude liability for the information. The information is subject to change without notice and none of Westpac or its 

related entities is under any obligation to update the information or correct any inaccuracy which may become apparent at a later date. The information 

contained in this material does not constitute an offer, a solicitation of an offer, or an inducement to subscribe for, purchase or sell any financial 

instrument or to enter a legally binding contract. Past performance is not a reliable indicator of future performance. Whilst every effort has been taken 

to ensure that the assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known 

or unknown risks and uncertainties. The ultimate outcomes may differ substantially from these forecasts.  

Country disclosures 

Australia: Westpac holds an Australian Financial Services Licence (No. 233714).  This material is provided to you solely for your own use and in your 

capacity as a client of Westpac. 

  

For XYLO Foreign Exchange clients: This information is provided to you solely for your own use and is not to be distributed to any third parties. XYLO 

Foreign Exchange is a division of Westpac Banking Corporation ABN 33 007 457 141 and Australian credit licence 233714. Information is current as at 

date shown on the publication. This information has been prepared without taking account of your objectives, financial situation or needs. Because of 

this you should, before acting on this information, consider its appropriateness, having regard to your objectives, financial situation or needs. XYLO 

Foreign Exchange’s combined Financial Services Guide and Product Disclosure Statement can be obtained by calling XYLO Foreign Exchange on 1300 

995 639, or by emailing customercare@XYLO.com.au. 

  

New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which products and services are provided by either Westpac or 

Westpac New Zealand Limited ("WNZL").  Any product or service made available by WNZL does not represent an offer from Westpac or any of its 

subsidiaries (other than WNZL).  Neither Westpac nor its other subsidiaries guarantee or otherwise support the performance of WNZL in respect of any 

such product.  The current disclosure statements for the New Zealand branch of Westpac and WNZL can be obtained at the internet address 

www.westpac.co.nz. For further information please refer to the Product Disclosure Statement (available from your Relationship Manager) for any 

product for which a Product Disclosure Statement is required, or applicable customer agreement. Download the Westpac NZ QFE Group Financial 

Advisers Act 2008 Disclosure Statement at www.westpac.co.nz. 

 

China, Hong Kong, Singapore and India: This material has been prepared and issued for distribution in Singapore to institutional investors, accredited 

investors and expert investors (as defined in the applicable Singapore laws and regulations) only. Recipients in Singapore of this material should 

contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, this material. Westpac Singapore Branch holds a 

wholesale banking licence and is subject to supervision by the Monetary Authority of Singapore. Westpac Hong Kong Branch holds a banking license 

and is subject to supervision by the Hong Kong Monetary Authority. Westpac Hong Kong branch also holds a license issued by the Hong Kong 

Securities and Futures Commission (SFC) for Type 1 and Type 4 regulated activities. This material is intended only to “professional investors” as 

defined in the Securities and Futures Ordinance and any rules made under that Ordinance. Westpac Shanghai and Beijing Branches hold banking 

licenses and are subject to supervision by the China Banking Regulatory Commission (CBRC). Westpac Mumbai Branch holds a banking license from 

Reserve Bank of India (RBI) and subject to regulation and supervision by the RBI. 

 

UK: The contents of this communication, which have been prepared by and are the sole responsibility of Westpac Banking Corporation London and 

Westpac Europe Limited. Westpac (a) has its principal place of business in the United Kingdom at Camomile Court, 23 Camomile Street, London EC3A 

7LL, and is registered at Cardiff in the UK (as Branch No. BR00106), and (b) authorised and regulated by the Australian Prudential Regulation Authority 

in Australia. Westpac is authorised in the United Kingdom by the Prudential Regulation Authority. Westpac is subject to regulation by the Financial 

Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation 

Authority are available from us on request. Westpac Europe Limited is a company registered in England (number 05660023) and is authorised by the 

Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 

 

This communication is being made only to and is directed at (a) persons who have professional experience in matters relating to investments who fall 

within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (b) high net worth entities, and 

other persons to whom it may otherwise lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being 

referred to as “relevant persons”). Any person who is not a relevant person should not act or rely on this communication or any of its contents. The 

investments to which this communication relates are only available to and any invitation, offer or agreement to subscribe, purchase or otherwise 

acquire such investments will be engaged in only with, relevant persons. Any person who is not a relevant person should not act or rely upon this 

communication or any of its contents. In the same way, the information contained in this communication is intended for “eligible counterparties” and 

“professional clients” as defined by the rules of the Financial Conduct Authority and is not intended for “retail clients”. With this in mind, Westpac 

expressly prohibits you from passing on the information in this communication to any third party. In particular this communication and, in each case, 
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compliance with the Market Abuse Regulation (Regulation(EU) 596/2014). 
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taken to ensure that the material is presented in a clear, accurate and objective manner. Investment Recommendations for Financial Instruments 
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Westpac may have provided investment banking services to the issuer in the course of the past 12 months. 

Westpac does not permit any issuer to see or comment on any investment recommendation prior to its completion and distribution. 

Individuals who produce investment recommendations are not permitted to undertake any transactions in any financial instruments or derivatives in 

relation to the issuers covered by the investment recommendations they produce. 

Westpac has implemented policies and procedures, which are designed to ensure conflicts of interests are managed consistently and appropriately, 
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