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Trade in the Limelight 
 

Focus from markets is continuing to be on the trade developments between China and the US. 
Both sides are making positive noises about good progress in regards to negotiations currently 
underway; discussions are scheduled to continue this week.  

The positive news has helped give a turnaround in sentiment, which has seen US share markets lift 
to just shy of their 2018 highs and partial recovery in bond yields. A strong jobs report also allayed 
fears of a US slowdown, although a slowdown in wage growth suggests it is still very tame on the 
inflation front.  

The shift in sentiment doesn’t seem to be impacting heavily on the Australian dollar, which is still 
stuck in a narrow range between 70 and 73 US cents. It has been in this band for the last three 
months. We see the risks continuing to be on the downside, given our expectation of RBA rate cuts 
and downside risks to the domestic economy. However, there continues to be a major 
psychological support level at 70 US cents, particularly in the near-term.  

With the Federal Budget out of the way, it will be a much quieter this week on the economic 
calendar. Housing finance is due out on Tuesday. While we expect a 1.0% lift in both the number 
and value of owner occupier lending, as a trend, we continue to expect ongoing weakness. In the 
investor segment, another decline is expected. Nonetheless, there have been some tentative signs 
of stabilisation in the housing market. Prices are still falling in Sydney and Melbourne, but the rate 
of decline is easing. Auction clearance rates are also not as low as they once were. The preliminary 
auction clearance rate topped 60% in Sydney over the weekend. It is too early to say the market is 
turning and further price weakness is likely, but these are positive signs after a sea of negative 
sentiment over the past year or so.   

On Wednesday, RBA Deputy Governor Debelle will speak on “the State of the Economy” and the 
Westpac Melbourne Institute consumer sentiment will be released. 
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Forecasts 

 

 
 
 

For more detailed forecasts, please contact us for more information.  

 2019 2020

End Period: Close (Apr 5) Q2 (f) Q3 (f) Q4 (f) Q1 (f) Q2 (f) Q3 (f) Q4 (f)

Aust. Interest Rates:

 RBA Cash Rate, % 1.50 1.50 1.25 1.00 1.00 1.00 1.00 1.00

 90 Day BBSW, % 1.73 1.90 1.65 1.40 1.40 1.40 1.40 1.40

 3 Year Swap, % 1.53 1.50 1.50 1.45 1.45 1.45 1.45 1.50

 10 Year Bond, % 1.91 1.85 1.75 1.80 1.80 1.80 1.85 1.90

US Interest Rates:

Fed Funds Rate, % 2.375 2.375 2.375 2.625 2.625 2.625 2.625 2.625

US 10 Year Bond, % 2.50 2.60 2.65 2.70 2.65 2.60 2.55 2.55

USD Exchange Rates:

AUD-USD 0.7105 0.7000 0.6800 0.6800 0.6900 0.6900 0.7000 0.7000

USD-JPY 111.73 113.00 114.00 113.00 112.00 110.00 108.00 106.00

EUR-USD 1.1216 1.1100 1.1000 1.1000 1.1100 1.1200 1.1400 1.1700

GBP-USD 1.3038 1.3100 1.3300 1.3600 1.3600 1.3700 1.3700 1.3800

NZD-USD 0.6730 0.6600 0.6500 0.6600 0.6600 0.6500 0.6500 0.6500

AUD Exchange Rates:

AUD-USD 0.7105 0.7000 0.6800 0.6800 0.6900 0.6900 0.7000 0.7000

AUD-EUR 0.6335 0.6310 0.6180 0.6180 0.6220 0.6160 0.6140 0.5980

AUD-JPY 79.38 79.10 77.50 76.80 77.30 75.90 75.60 74.20

AUD-GBP 0.5449 0.5340 0.5110 0.5000 0.5070 0.5040 0.5110 0.5070

AUD-NZD 1.0558 1.0200 1.0200 1.0200 1.0400 1.0600 1.0800 1.0800

2018 2019 (f) 2020 (f)

 GDP, % 2.3 2.2 2.2

 CPI (Headline), % 1.8 1.7 1.7

 CPI (Underlying), % 1.8 1.7 1.9

Unemployment Rate, % 5.0 5.5 5.7

Wages Growth, % 2.3 2.7 2.8

AUD cross exchange rates have been rounded.

Financial forecasts are quarter end.

GDP, CPI, employment and wage growth forecasts are year end.
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Chief Economist Senior Economist  

Besa Deda Janu Chan  

dedab@bankofmelbourne.com.au chanj@bankofmelbourne.com.au  

(02) 8254 3251 (02) 8253 0898  

   

   

   

   

   

 

The Detail 
 
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not 
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives 
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be 
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply 
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne 
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in 
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change. 
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees 
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of 
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or 
transmitted without the written consent of Bank of Melbourne. 

 
  
Any unauthorised use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141 
AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 
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