Autumn 2021
After an eventful summer of weather extremes, on-again off-again lockdowns and the
swearing in of a new US President, many will be hoping that Autumn ushers in a change
of more than the season. As the vaccine rollout begins, there are also promising signs that
economic recovery may be earlier than expected.
Australia’s economy has improved and the downturn was not as deep as feared. That was
the message Reserve Bank Governor Philip Lowe delivered to Parliament on February 5,
citing strong employment growth, retail spending and housing. Unemployment fell from
6.6% to 6.4% in January, although annual wage growth remains steady at a record low
of 1.4% after a 0.6% increase in the December quarter. Retail trade rose 0.6% in January,
10.7% higher than a year ago. While home lending jumped 8.6% in December. This helped
fuel the 3% rise in national home values in the year to January, led by a 7.9% increase in in
regional prices.
Business and consumer sentiment is also improving. The NAB Business Confidence
Index was up from 4.7 points to 10.0 points in January, although 60% of businesses say
they are not interested in borrowing to invest. Halfway through the corporate reporting
season, 87% of ASX200 companies reported a profit in the December half year, although
earnings were 14% lower in aggregate while dividends were 4% higher. The ANZ-Roy
Morgan Consumer Confidence rating eased slightly in February but is still up 67% since
last March’s low.
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Higher commodity prices lifted the Aussie dollar to a three-year high. It closed the month
around US78.7c, on the back of a 31% rise in crude oil prices and an 8.5% lift in iron ore
prices in 2021 to date.
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