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10 November 2017 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week, the Reserve Bank of Australia (RBA) left the cash rate on hold at a record low of 

1.50% at its monthly board meeting. In its accompanying statement, the RBA noted that inflation 

remains low and non-mining business investment is improving. The RBA expects a continuation 

of solid employment growth and some lift in wages growth as labour markets tighten. However, 

the RBA remains concerned about the risks to growth from the higher Australian dollar and the 

risks to consumer spending due to high and rising levels of household debt. The RBA’s latest 

forecasts (published this week in its November Statement on Monetary Policy) show that its 

outlook for the economy remains broadly unchanged relative to the last quarterly assessment in 

August. 

The Australian PCI® indicated that the construction industry’s positive run continued in October 

driven by a lift in engineering construction (as major new road and rail projects gather pace) and 

continued growth in house building activity. Although the housing sector is cooling, demand 

remains relatively firm with businesses reporting resilient new orders and a relatively solid level 

of new home builds in October. This was also signalled in this week’s ABS housing finance data 

which showed that despite a drop in overall home lending in September, the annual pace of 

construction-related housing loans remains solid. 

 

RBA cash rate on hold, economic outlook slightly weaker in November 

In its quarterly Statement on Monetary Policy for November (the SOMP, published this week) the 

RBA’s forecasts for GDP growth are broadly in line with the mid-range of its forecasts in August. 

Growth is forecast to average about 3% p.a. over the 2017-18 and 2018-19 financial years (see 

Table 1). The RBA sees headline inflation tracking at the low end of its 2-3% p.a. target band. A 

gradual pick-up is forecast in underlying price pressures as spare capacity in the economy is 

reduced, although this is expected to be offset somewhat by a re-weighting of the CPI.  

Table 1: RBA forecasts for Australian GDP and CPI growth 

 August SOMP November SOMP 

 2017-18f 2018-19f 2017-18f 2018-19f 

GDP growth, % p.a. 2.5-3.5 3.0-4.0 2.75 3.5 

CPI rate, % p.a. 1.75-2.75 2.0-3.0 2.0 2.25 

 



 

 

2 

The RBA expects GDP growth to be supported over the forecast period by a continued lift in 

public demand and non-mining business investment as the drag from falling mining investment 

comes to an end. Stronger gains in employment and a gradual increase in wages growth are 

expected to support household demand and consumption. A key positive for the economy is the 

sustained strengthening expected in public investment over the forecast period led by transport 

projects and growth in telecommunications infrastructure. In addition, the RBA notes that a 

substantial pipeline of residential construction work is likely to contribute positively to growth, as 

will improving conditions in the non-residential building sector. 

Globally, the RBA has upgraded its growth forecasts for Australia’s major trading partners. Near-

term growth in China is expected to be slightly stronger than previously forecast at the time of the 

August Monetary Statement due to the continuation of pro-active growth policies (especially high 

public investment). The east Asian economies (other than China and Japan) are expected to 

continue to grow at around their potential rate while accommodative monetary policies are 

expected to support the current growth momentum across the major advanced economies. 

 

Construction continues to expand in October  

The national construction industry expanded for a ninth consecutive month in October with a slight 

easing in growth momentum from September. The Australian Industry Group/Housing Industry 

Association Australian Performance of Construction Index (Australian PCI®) fell by 1.5 points to 

53.2 points in October, signalling a slower rate of industry growth (readings above 50.0 points 

indicate expansion with higher numbers indicating a faster pace of expansion). 

Across the construction industry in October, both activity and new orders continued to rise, at 

rates that were broadly unchanged from September. This was associated with continued 

expansions in deliveries from suppliers and employment. 

At the sector level, conditions were mixed. Engineering construction was again the strongest 

performing area of construction activity with its rate of expansion at a 10-year high on the back of 

rising levels of non-mining infrastructure work. House building activity also recorded continued 

growth (albeit at a slower pace) in response to a solid backlog of work and on-going firm demand. 

However, commercial construction activity was again stable in October while apartment building 

remained in negative territory – although the sector’s rate of decline moderated in comparison 

with the sharp contraction of the previous month. 

Respondents to the Australian PCI® again linked the rise in engineering construction to the 

upturn in transport infrastructure activity as the roll-out of major new road and rail projects gathers 

pace. House builders were also generally positive in their assessment of business conditions 

amid a solid backlog of work. In contrast, apartment builders cited the constraining influences on 

activity from soft new orders, a reduction in investor activity and the completion of some major 

projects. 
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Chart 1: Ai Group PCI®, change in construction output 

 
               Source: Ai Group 

 
Housing demand shows some overall softening in September 

 
ABS data released this week showed that the total value of housing finance decreased by 3.6% 

(seasonally adjusted) in September following a 2.0% rise in August. Annual growth was flat in 

September after increasing by 7.7% p.a. in the previous month and at a peak rate of 10.5% p.a. 

in the year to January 2017. 

The decline in total housing lending commitments was driven by a pull-back in investor home 

lending which fell by 6.2% in September in value terms after rising in two of the previous three 

months. Over the year to September, investor lending was down by 6.0% p.a. (after increasing in 

11 of the previous 12 months) to be 13.1% below its most recent peak in January this year. This 

indicates that regulatory measures to curb investor credit growth are having their intended impact. 

Owner occupied loans declined in value by 2.1% in September, but remained 3.9% higher over 

the year.  

Within the mix of owner-occupied home lending in September, there was softer financing for the 

purchase of established dwellings (-2.1% m/m) and lending for the construction of dwellings  

(-4.6% m/m) whereas loans for the purchase of new dwellings lifted by +2.2% m/m to a record 

peak. On an annual basis, there continues to be solid growth in lending for the purchase of new 

dwellings (+23.1% p.a.) and the construction of dwellings (+10.5% p.a.) corresponding to elevated 

levels of residential construction activity in the pipeline. The purchase of established dwellings 



 

 

4 

also remained higher over the year (+2.0% p.a.). This adds to the overall picture of still relatively 

firm housing demand and suggests that building approvals are likely to remain resilient over 

coming months. 

The proportion of loans to First Home Buyers (FHBs) lifted to 17.4% in September 2017 from 

17.2% in August 2017, the highest in two years. This was led by higher proportions of FHBs in 

NSW and Victoria reflecting stamp duty reductions for first home buyers which began in both 

states from 1 July. 

Across states, growth in the total number of loans to owner occupiers in June was down in 

Western Australia (-5.2%), Tasmania (-4.8%), NSW (-3.9%) and South Australia (-2.1%). 

However, lending increased in Victoria (+2.1%) amid strong population growth which remains a 

key driver of housing demand in the state. 

 
Value of housing finance commitments by purpose 

 

 
                        Source: ABS 
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This week’s data and events, 6 November – 10 November 2017 

M = monthly. Q = quarterly. H = half-yearly. A = annual. All data are seasonally adjusted unless otherwise noted. 

 

Next week’s data and events, 13 November – 17 November 2017 

M = monthly. Q = quarterly. H = half-yearly. A = annual. All data are seasonally adjusted unless otherwise noted. 

 

 

  

Day Date Data / event Data period Current release 

Mon 6 Nov ABS education and work participation May (ad hoc) - 

  
ABS CPI and living cost indexes, 17th 
series re-weighting 

2017 (5 years) 2012: re-weighting of CPI 

  ANZ job advertisements Oct (M) +1.4% m/m, +12.5% p.a. 

Tues 7 Nov Ai Group Australian PCI® Oct (M) 53.2 points 

  RBA cash rate decision Nov (M) cash rate 1.50% 

Thurs 9 Nov ABS housing finance Sep (M) -3.6% m/m, 0.0% p.a. 

  ABS employment & earnings, public sector 2016-17 (A) - 

Fri 10 Nov RBA, Statement on Monetary Policy Nov (Q) - 

Day Date Data/event 
Data period 
due for release 

Previous release 

Mon 13 Nov RBA Deputy Governor speech Nov (M) -  

Tue 14 Nov NAB monthly business survey Oct (M) 
conditions +14  
confidence +7 

Wed 15 Nov ABS wage price index Sep (Q) Jun: +0.5% q/q; +1.9% p.a. 

  ABS sales of new motor vehicles Oct (M) Sep: -0.5% m/m; -0.8% p.a. 

  Westpac-MI consumer confidence  Nov (M) 101.4 points 

  RBA Assistant Governor speech Nov (M) - 

Thu  16 Nov ABS labour force statistics Oct (M) 
Sep:unemployment rate 5.5%(tr) 
employment +2.8% p.a.(tr) 
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Australian economy: latest full-year growth rates and government forecasts 

RBA SoMP (Nov 2017) 
2015-16 
actual 

2016-17 
actual 

2017-18  
f 

2018-19 
 f 

2019-20 
p  

2020-21 
p 

GDP, % change p.a., year end 3.1 1.8 2.75 3.5   

Unemployment rate, %, year end 5.8 5.6 5.5 5.5   

Inflation (CPI), % change p.a., year end 1.0 1.9 2.0 2.25   

Treasury 2017-18 Budget (May 2017)       

GDP, % change p.a., year average 2.6 2.0 2.75 3.0 3.0 3.0 

  Household consumption, % p.a., year average 2.9 2.6 2.75 3.0   

  Dwelling investment, % p.a., year average 10.6 -2.5 1.5 -4.0   

  Business investment, % p.a., year average -10.3 -1.6 0.0 3.0   

Employment growth, % p.a., year end 1.9 2.1 1.5 1.5 1.5 1.5 

Unemployment rate, %, year end 5.8 5.6 5.75 5.5 5.5 5.25 

Terms of trade, % change p.a., year end -10.2 14.9 -2.75 -4.25   

Inflation (CPI), % change p.a., year end 1.0 1.9 2.0 2.25 2.5 2.5 

Wages (WPI), % change p.a., year end 2.1 1.9 2.5 3.0 3.5 3.75 

f = forecast. p = projection. 
Sources: ABS various data; RBA Statement on Monetary Policy (SoMP), latest quarter; Australian Treasury, Budget 2017-18 (May 2017). 

Australian economy: latest indicators 
Economy FX and commodity prices (Friday morning) 

RBA official cash rate, % Nov (M) 1.50       - AUD/USD exchange rate US$0.7691      ▲ 

Real GDP, % change p.a. Jun (Q) 1.8%     ▲ 
Oil price  
(WTI light crude, USD/BBL) 

US$57.10        ▲ 

Headline CPI, % change p.a. Sep (Q) 1.8%     ▼ Gold price (USD/OZ) US$1,285.90   ▲ 

Unemployment rate, % trend Sep (M) 5.5%     ▼ 
Copper price  
(USD/tonne, LME spot) 

US$6,779.00   ▼ 

 

Australian Industry Group monthly performance of industry indexes 
Australian PMI®   Oct (M)                                                                              51.1 ▼ 

Australian PSI®   Oct (M)                                                                              51.4 ▼ 

Australian PCI®   Oct (M)                                                                              53.2 ▼ 
M = monthly. Q = quarterly. All data are seasonally adjusted unless otherwise noted. 
Arrows represent direction of movement relative to last week for prices, and last observation for growth rates and indexes. 
Sources: ABS various data; Ai Group; Australian Financial Review market prices (as of Thu); London Metals Exchange market prices (as of Fri). 
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