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A decent bounce in global activity underway but momentum will ease and the recovery is uneven
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Asia ex Japan outperforming, EU lagging
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Global trade volumes also recovering and will help sustain the Chinese recovery

Global Trade Volumes & Global Manufacturing PMI
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Chinese demand still lagging with growth mostly driven by production/investment
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Australian recovery set back but not derailed by Victoria

40 Contributions to quarterly GDP growth RBC forecasts
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We push growth from Q3 into Q4 and Q1 with budget boost likely
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The worst is likely behind us, encouraging signs ex-VIC, some positives emerging

Employee job indices by state/territory
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Mostly moving in the right direction
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Alternative and timely data also encouraging
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Although output unlikely to be fully recouped until 2022
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Household savings soars and will provide a buffer

Household Savings Rate (%)
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Although much depends on the labour market and confidence
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But there are structural headwinds for households

210 Household debt (% of household income, 4 qtr moving average)
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Which will be exacerbated by a weaker labour market
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Residential construction to drag, fiscal measures tempering weakness in the housing market

National House Prices (Index) RBC forecasts
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Housing fundamentals still challenging
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Global house prices also proving resilient

275 Nationwide house prices (Index)
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Low rates are the common denominator
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Business investment already weak pre-COVID, confidence is the key
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Will confidence continue to recover?
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Recovery also underway in the labour market

Employment change ('000s)
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Just over 50% of jobs have been recouped
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There are encouraging signs ex-VIC

104 Hours worked (index, Feb 2020 = 100)
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With most States & Territories moving in the right direction
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The unemployment rate only tells part of the labour market story

21
Underutilisation metrics (seasonally adjusted)
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Hours worked, underemployment and participation tell more

14 RBC Capital Markets



Wages growth to ease further as slack rises and remains elevated
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Cyclical and structural headwinds
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Too much slack, core inflation to ease to 1-1%41%
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A persistent undershoot of the inflation target
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2020-21 Budget - 2 simple aims: to boost confidence and jobs

Commonwealth Budget - Revenue vs expenses
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With a mix of measures to lift near term growth as well as longer term potential
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Fiscal flexibility with scope to ease
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Debt levels low by international standards
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Gross debt to exceed 50% of GDP
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Elevated bond issuance to continue
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Demand for AU bonds remains strong
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Cheaper and steeper
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Increasingly blurry fiscal and monetary policy lines

Weekly RBA purchases of ACGBs and semis
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Further RBA support likely
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