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The economic outlook



Australia’s ‘Covid’ recession wasn’t as severe as, and its recovery has been
stronger than, most other ‘advanced’ economies
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.stats.govt.nz/information-releases/labour-market-statistics-june-2021-quarter
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.bls.gov/news.release/empsit.toc.htm
https://www.esri.cao.go.jp/en/sna/sokuhou/sokuhou_top.html
https://www.stat.go.jp/english/data/roudou/index.html
https://ec.europa.eu/eurostat/web/national-accounts/overview
https://www.ons.gov.uk/economy/grossdomesticproductgdp
https://www.statcan.gc.ca/en/start

That's because Australia did a better job than most other countries of
keeping the virus at bay - and its fiscal response was larger than most
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https://ourworldindata.org/coronavirus
https://ourworldindata.org/coronavirus
https://www.imf.org/en/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19

Some sectors of the economy remain considerably smaller than they were

on the eve of the pandemic

Q4 2021 real gross value added by industry — Q4 2021 employment by indusiry -
change from pre-pandemic peak change from pre-pandemic peak
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed/aug-2021

Business conditions remain reasonably positive, with hiring and capex
intentions both above their long-run averages
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https://business.nab.com.au/wp-content/uploads/2020/12/NAB-Monthly-Business-Survey-June-2021.pdf

Consumer confidence has been affected by concerns over housing
affordability, and more recently by rising inflation and the floods
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https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/economics-research/er20201209BullConsumerSentiment.pdf

Nonetheless households have, in aggregate, considerable latent spending

capacity
|
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8 Deposit-taking Institution Statistics.
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.apra.gov.au/monthly-authorised-deposit-taking-institution-statistics

Household net worth has risen by $2.7trn (23%:%) since the end of 2019,
while debt service payments have fallen as a pc of income
|
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-finance-and-wealth/jun-2021
https://www.rba.gov.au/statistics/tables/index.html

Energy, metal and grain prices have risen sharply following Russia’s

invasion of Ukraine, although some of the initial surges have receded

|
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Higher energy and food prices will exacerbate the rise in inflation which

was already occurring in ‘advanced’ economies
|
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For a more detailed analysis of recent US inflation data see slides 61-65. Sources: US Bureau of Labor Stafistics; Statistics Bureau of Japan and Bank of Japan; Eurostat;
11 UK Office for National Statistics; Statistics Canada; Australian Bureau of Statistics.



https://www.bls.gov/bls/inflation.htm
https://www.stat.go.jp/english/data/cpi/1581-z.html
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
https://ec.europa.eu/eurostat/web/hicp
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www.statcan.gc.ca/eng/subjects-start/prices_and_price_indexes
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation

Covid-19 hasn’'t gone away either: indeed, a new ‘wave’ appears to have
started (although seemingly not as serious as ‘delta’ or earlier variants)

|
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Sources: University of Oxford, Our World in Data (data up to 18t March).
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https://ourworldindata.org/coronavirus

Central banks in all of the major ‘advanced’ economies except Japan will
be raising interest rates and shrinking their balance sheets
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https://www.federalreserve.gov/releases/H41/default.htm
https://www.ecb.europa.eu/press/pr/wfs/html/index.en.html
https://www.boj.or.jp/en/statistics/boj/other/ac/index.htm/
https://www.bankofengland.co.uk/weekly-report/balance-sheet-and-weekly-report
https://www.bankofcanada.ca/rates/banking-and-financial-statistics/bank-of-canada-assets-and-liabilities-weekly-formerly-b2/

Australia’s inflation rate has clearly picked up, but largely due to a smali
number of factors and the RBA is as yet unsure it's “sustainable”
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https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/jun-2021#key-statistics
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/jun-2021#key-statistics
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/latest-release

Neither wage nor price inflation in Australia has risen nearly as much as
in the US, the UK, Canada or New Zealand
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area and Australia. Sources: ABS; US Bureau of Labor Statistics; Eurostat; Statistics Bureau of Japan and Bank of Japan; UK Office for National Statistics; Statistics Canada;
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https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation
https://www.bls.gov/cpi/
https://ec.europa.eu/eurostat/web/main/data/database
https://www.stat.go.jp/english/data/cpi/index.html
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/latest
https://www150.statcan.gc.ca/n1/daily-quotidien/220119/dq220119a-eng.htm?HPA=1&indid=3665-1&indgeo=0
https://www.stats.govt.nz/indicators/consumers-price-index-cpi
https://www.rbnz.govt.nz/statistics/m1

The RBA will probably start raising rates in August — and at some point it will

also start shrinking its balance sheet, like other central banks
|
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Sources: Reserve Bank of Australia, Statistical Tables F1.1, Fé6 and Al.
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https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f06hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/e02hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f06hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/a01whist-summary.xls?v=2022-03-17-17-43-39

Australia’s population growth probably won’t return to as rapid a pace as

experienced over the first two decades of this century
|
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17 Sources: ABS, Australian National Accounts: National Income, Expenditure and Product and National, state and territory population. CORINNA ECONOMIC ADVISORY
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/latest-release

There has already been a significant decline in the number of recent

migrants, and young adults, as a direct result of Covid border closures
|
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ABS, Labour Force, Australia, Detailed, January 2022.
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https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f06hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/e02hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia-detailed

What does this mean for Australia’s ‘growth areas’?



‘Growth areas’ have accounted for almost one-third of the growth in
Australia’s population over the past decade

Population growth, June 2010 to June 2020
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20 Wanneroo (WA). ‘Five capitals’ are Sydney, Melbourne, Brisbane, Adelaide and Perth. Source: Australian Bureau of Statistics (ABS), Regional Population, 2019-20.
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https://www.abs.gov.au/statistics/people/population/regional-population/latest-release#data-download

‘Growth areas’ have a higher proportion of young people, and a smaller

proportion of older people, than the rest of Australia
|
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School-kids represent a higher proportion of ‘growth areas’ populations -

and a slightly higher proportion of them go to government schools
|
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Yet ‘social infrastructure’ catering to the needs of these communities is

significantly under-represented in ‘growth areas’
|
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‘Growth areas’ account for a large share of residential building activity -
but not of non-residential building
|
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‘Growth areas’ have a higher proportion of migrants, and in particular

migrants from non-English-speaking backgrounds, than the rest of Australia
|
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‘Growth areas’ residents, particularly in NSW and Victoria, were more

affected by Covid-19 than people living in other parts of Australia
|
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A much higher proportion of ‘growth areas’ residents are employed in

occupations where it's difficult to ‘work from home’ ...
|
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... and they are much more reliant on cars to get to work (which means

they're more exposed to surging petrol prices)
|
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Growth areas residents have been more adversely affected by the trend

towards paying for new roads with tolls

‘Growing inequalities’: Sydney’s top toll payers revealed

Number

eligible

Postcodes 2020-21
1 2155 6526
2 2153 6226
3 2145 5535
4 2148 4827
5 2154 3567
6 2761 3468
7 2088 3405
8 2765 3258
g9 2170 3210
10 2770 3205

Note: suburbs shaded

Mumber
of
claimants
2020-21

5410

5043

4310

3628

2855

2803

2783

2584

2141

2334

Suburbs

Kellyville, Rouse Hill, Beaumont Hills

Winston Hills, Baulkham Hills, Bella Vista,
Morwest

Wentworthville, Greystanes, Girraween, Pendle
Hill, Mays Hill, Constitution Hill, Westmead,
Pemulwuy

Amdell Park, Blacktown, Huntingwood, Kings
Park, Marayong, Prospect

Castle Hill

Colebee Dean Park Glendenning Hassal Grove
Oakhurst Plumpton

Maosman

Berkshire Park, Box Hill, Maraylya, Marsden Pk,
Melson, Oakville, Riverstone, Vineyard

Casula, Chipping Morton, Hammondville,
Liverpool, Lurnea, Moorebank, Mt Pritchard

Bidwill, Blackett, Dharruk, Emerton, Hebersham,
Lethbridge Pk, Minchinbury, Mt Druitt, Shalvey,
Tregear, Whalan, Willmot

are in NGAA member LGAs
Source: Matt Wade, 'Growing inequalities’: Sydney's fop foll payers revealed, Sydney Morning Herald and Melbourne Age, 7th March 2022.
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2255
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2152

2230
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1918

Suburbs

Kings Langley, Lalor Park, Seven Hills, Seven
Hills West

Crows Mest, Greenwich, Maremburn, 5t Leonards,
Wallstonecraft

Cambridge Gardens, Cambridge Park, Claremont
Meadows, Kingswood, Llandilo, Shanes Park,
Werrington

Carnes Hill, Cecil Hills, Elizabeth Hills,
Horningsea Park, Hoxton Park, Len Waters Estate,
Middleton Grange, West Hoxton

Glenwood, Parklea, Stanhope Gardens

Emu Heights, Emu Plains, Penrith, Jamisontown,
Lecnay, South Penrith

Acacia Gardens, Mirimba Fields, Quakers Hill

Lane Cowve, Linley Point, Longueville, Northwood,
Riverview

Airds, Ambarvale, Appin, Blair Athol, Bradbury,
Campbelltown, Cataract, Englorie Park, Gilead,
Glen Alpine, Kentlyn, Leumezah, Rosemeadaow,
Ruse, 5t Helens Park, Wedderburn, Woodbine

Erskine Park, 5t Clair
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‘Growth areas’ are predominantly in safe Labor seats: so they miss out on
all the infrastructure pork-barrel spending

Distribution of spending from
Urban Congestion Fund
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Source: Marion Terrill, Roundabouts, overpasses and carparks: Hauiling the Federal Government back to its proper role in fransport projects, Grattan Institute, March 2022.

Federal election infrastructure
spending promises
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A higher proportion of ‘growth areas’ households have mortgages - and

hence are more exposed to increases in interest rates
|

Home owned with a mortgage Home owned outright Home rented
50 7" % of households 34 1 % of households 36 71 % of households
(at 2016 Census) (at 2016 Census) (at 2016 Census)
2 _
3 35 -
45 -
30 -
34 -
40 -
28 -
33 -
26 -
35 A
32 -
24 -
30 - 31 -
22 A
25 4 20 4 30 A
'Growth Areas' Rest of Australia '‘Growth Areas' Rest of Australia '‘Growth Areas' Rest of Australia
Note: ‘Growth areas’ comprise the following LGAs: Blacktown, Camden, Campbelltown, Liverpool, Penrith and Wollondilly (NSW); Cardinia, Casey, Hume, Mitchell, SAUL ESLAKE

Whittlesea & Wyndham (Victoria); Ipswich, Logan, Moreton Bay & Redland (Queensland); Mount Barker & Playford (SA); Armadale, Cockburn, Gosnells, Kwinana, Swan &

31  Wanneroo (WA). Source: Australian Bureau of Statistics (ABS), 2016 Census Community Profiles, 2019-20. SLRIPNAEEONOMIC ATYBORY

INDEPENDENT ECONOMICS



https://quickstats.censusdata.abs.gov.au/census_services/getproduct/census/2016/communityprofile/LGA10750?opendocument

Conclusions
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O Australia’s growth areas have been driven (as the name suggests) by rapid population growth

— these 24 LGAs have absorbed more than 31% of Australia’s total population growth over the past decade - double their
share of the total population a decade ago

— but population growth has slowed dramatically since the onset of Covid-19, and may never return to what it was

The populations of Australia’s growth areas are younger, and more ethnically and culturally diverse, than those of
other parts of Australia (both inner areas of large cities, and regional areas)

— those communities have often been poorly served by public health ‘messaging’

— and have been hit particularly hard (in a different way from tourism-dependent regions) by Australia’s tough border closures

People living in growth areas have been disproportionately affected by Covid-19
— they’'ve been more exposed to infections
— and a smaller proportion of them are employed in occupations in which it's easier to “work from home”

People living in growth areas are more exposed to large increases in fuel prices
— because proportionately more of them drive to and from work, and don’t have access to public transport

People living in growth areas will be more affected by forthcoming increases in interest rates
— because a much higher proportion of them have mortgages

People living in growth areas don’t have much ‘leverage’ with political parties

— most growth areas are in safe Labor seats - so there’s not much incentive (in terms of prospective electoral gains) for either
of the major political parties to shower them with ‘pork-barrel’ dollars

— and there’s no equivalent for growth areas of the National Party to extract pork-barrel dollars from their coalition partners for
their safe seats
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Important information

This document has been prepared by Saul Eslake on behalf of Corinna Economic Advisory Pty Lid, ABN 165 668 058 69, whose registered office is located at
Level 11, 114 William Street, Melbourne, Victoria 3000 Australia.

Corinna Economic Advisory is a partner (with Liewellyn Consulting, of 1 St Andrews Hill, London EC4V 5BY, United Kingdom) in Independent Economics.

This document has been prepared for the use of the party or parties named on the first page hereof, and is not to be further circulated or distributed without
permission.

This document does not purport to constitute investment advice. It should not be used or interpreted as an invitation or offer fo engage in any kind of financial
or other fransaction, nor relied upon in order to undertake, or in the course of undertaking, any such transaction.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document
accurately reflect the author’s personal views, including those about any and all financial instruments referred to herein. None of Saul Eslake, Corinna
Economic Advisory Pty Ltd nor Independent Economics however makes any representation as to its accuracy or completeness and the information should not
be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without
notice. Saul Eslake, Corinna Economic Adyvisory Pty Lid and Independent Economics expressly disclaim any responsibility, and shall not be liable, for any loss,
damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or
otherwise) out of or in connection with the contents of and/or any omissions from this communication except where a Liability is made non-excludable by
legislation.

Any opinions expressed herein should not be attributed to any other organization with which Saul Eslake is affiliated.
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