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RBA hopeful

The 4 February 2020 RBA minutes, 
which came out overnight, outlined that 
while global economic conditions have 
improved, the coronavirus is an area 
of concern for the Australian economy. 
However, as it is in its early stages, the 
impact of the epidemic was too hard 
to predict at this stage. The domestic 
economy painted a more of a mixed 
picture with exports and public demand 
strong but household consumption and 
investment remaining subdued.

Governor Lowe stated “The easing in 
trade tensions between the United States 
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and China, and ongoing stimulus delivered 
by central banks, had supported a modest 
improvement in the growth outlook for a 
number of economies. Global manufacturing 
and trade indicators, notably export orders, 
had continued to show signs of stabilising in 
late 2019.” 

Lowe also raised awareness of the 
coronavirus epidemic as “it was a new 
source of uncertainty for the global economy” 
and “The economic effects would depend 
crucially on the persistence of the outbreak 
and measures taken to contain its spread.” 
But it was noted that “previous outbreaks 
of new viruses had had significant but short 
lived negative effects on economic growth.”

When considering the policy decision 
to keep the rate at 0.75% the members 
observed that despite the increased 
uncertainty around the coronavirus that 

“The outlook for the Australian economy 
was for growth to improve, supported 
by a turnaround in mining investment 
and, further out, dwelling investment and 
consumption.” 

The minutes reinforce the wait and see 
approach in relation to COVID-19 that 
has been articulated by the RBA, the 
Federal Reserve and the RBNZ over 
the last few weeks. While underlying 
economic conditions imply a period 
of stability in monetary policy the 
emergence of COVID-19 now means 
that any surprise moves will be to the 
downside and in any case low rates 
look set to dominate for the foreseeable 
future 

Housing demand picking up

The housing market is off to a strong 
start in 2020 with January sales 
numbers at a four year high. Housing 
sales volumes were particularly strong 
in Auckland in January although prices 
remained around recent levels.

The Real Estate Institute of NZ says 
1295 properties were sold in Auckland 
in January, up 9.7% compared to 
January last year and the highest number 
of sales in the month of January since 
2016. Around the rest of the country 
excluding Auckland 3308 properties 
were sold in January, up 0.9% compared 
to January last year. 

In its latest review of the housing market 
Westpac bank projected increases of 
10% this year. With National proposing 
to lift restrictions on foreign purchasers’ 
things could get even more inflated next 
year. 

Despite an underlying improvement in 
the local economy over recent months. 
the global ‘risk off ’ sentiment continues 
to batter the NZD. Lower prices at the 
GlobalDairyTrade auction overnight 
also took their toll. The overall index fell 
2.9%, taking the total reduction over the 
past two auctions to 7.6% in US dollar 
terms.
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AUD/EUR 0.6188 -0.0007 -0.0023 -0.0046 -0.0092 TWD 19.22 20.13
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Dow Jones 29,176
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 DAX 30 13,681
30 day bank bills 1.14% 1.10% 0.82% 0.80% Nikkei 23,194
90 day bank bills 1.20% 1.16% 0.92% 0.88%

FRA 90d in 3mths 1.14% 1.11% 0.81% 0.76% COMMODITIES
FRA 180d in 6mths 1.13% 1.10% 0.77% 0.73% USD
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10 year swap* 1.47% 1.44% 1.15% 1.14% CRB Index 184.11
10 year Govt bond 1.31% 1.03%

* Semi-annual rate resets except AUD 1,2,3 year quarterly SOURCE: Bloomberg
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