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Chair’s foreword

On 5 February 2019 the Reserve Bank of Australia (RBA) left official interest rates
unchanged at 1.50 per cent. Commenting on the decision to keep rates on hold, the
Governor stated that the central scenario is for the Australian economy to grow by
around 3 per cent this year and by a little less in 2020 due to slower growth in
exports of resources.

At the public hearing on 22 February 2019, the Governor noted that the RBA
expects the Australian economy to continue to grow above trend, supported by
rising business investment and higher levels of spending on public infrastructure.
Inflation continues to remain low and stable with CPI inflation at 1.8 per cent over
2018 and underlying inflation at 1% per cent. The Governer noted that underlying
inflation is expected to increase gradually to around 2%4 per cent by 2020.

Despite housing markets in the major cities going through a period of adjustment,
the Governor noted they are occurring at a time of low unemployment, low
interest rates and strong population growth. The RBA remains confident that the
Australian economy and financial system remain resilient, and that lower house
prices will open up the market for more people to purchase their own home.

In relation to quantitative easing, the Deputy Governor noted that while it was
prudent to look at the option of quantative easing from a risk management
perspective, the Australian economy is not currently in a situation that would call
for it. The RBA does not expect the Australian economy to be in a circumstance
that requires quantitative easing within the foreseeable future and has not
proposed quantitative easing as a monetary policy response outside of extreme
circumstances. This topic prompted discussion about its necessity and should be
closely watched by future committees.

While the global economy is continuing to grow at a solid rate, the Governor
reported that global growth moderated in the second half of 2018 and that risks to
the global outlook have increased. The RBA listed trade and technology tensions
between China and the United States, Brexit, the rise of populism, strains in some
Western European economies, and the slowing growth of the Chinese economy as
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particular areas of concern. He noted that while the RBA was not concerned by the
blocking of thermal coal imports from Australia to China, it was too early to tell as
to how the situation would impact the Australian economy.

Outcomes in Australia’s labour market have been better than forecast with the
unemployment rate already reaching 5 per cent, and expected to move lower to
4% over the next couple of years. Wages are also growing faster in almost all
industries and states than they were a year ago.

Although the aggregate household disposable income has grown at an average
rate of 2% per cent per year since 2016, there is good news ahead with growth in
disposable income forecast to increase, boosted by the announced tax cuts.

On behalf of the committee, I thank the Governor of the Reserve Bank,

Dr Philip Lowe, and other representatives of the RBA for appearing at the hearing
on 22 February 2019.

Tim Wilson MP
Chair
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