
 

1 | P a g e  
Business Address – MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB 

 

MNI RBA Review - June 2021 
 

 
Meeting Date: Tuesday 1 June 2021 
 
Link To Statement: https://www.rba.gov.au/media-releases/2021/mr-21-09.html  
  

 

Contents 
 

• Page 2: RBA 1 June 2021 Meeting Statement 

• Page 3: MNI STATE OF PLAY: Eyes On July As RBA Leaves Policy Unchanged 

• Page 4-7: Sell-Side Analyst Views 
 

MNI POV (Point Of View): Optionality Ahead Of July? 
 
As expected, the RBA left its broader monetary policy settings unchanged at its June meeting, with no change in its 
forward guidance, and nothing in the way of fresh, meaningful information provided in an overt sense. 
 
The updates surrounding the economy were more of a mark to market exercise for the Bank, with no change in its 
underlying view surrounding inflation, although it underlined the better than expected performance of the labour 
market in recent times. 
 
We should highlight that the RBA removed the following phrase from its June statement: “The Board is prepared to 
undertake further bond purchases to assist with progress towards the goals of full employment and inflation.” The 
passage re: that particular matter now reads as follows: “At the July meeting the Board will also consider future 
bond purchases following the completion of the second $100 billion of purchases under the government bond 
purchase program in September. The Board continues to place a high priority on a return to full employment.” The 
omitted sentence resided between the 2 remaining sentences in the May statement. There seems to be 2 trains of 
though on the sell-side re: the matter: 
 

1. The sentence wasn’t required given the Bank’s guidance on making a decision on the matter in July (a 
tidying up exercise if you will). 

2. It presents a possible reference to tapering its bond purchases. 
 
As the tweak came in the wake of the guidance given in May we are inclined to suggest that the RBA is looking to 
bake some optionality in ahead of its upcoming decision on its ACGB purchases, at a minimum. There was little in 
the way of outright market consensus on that particular front, with varied views on what the size of the Bank’s next 
round of bond purchases would be (views were generally split between A$50bn and A$100bn over a ~6-month 
horizon).  
 
The market reaction wasn’t particularly aggressive, but the longer end of the ACGB curve moved to intraday 
cheaps in the wake of the decision, likely on the omission of the previously highlighted sentence. 
 
The AUD actually softened a touch in the wake of the decision, with short end rates anchored.  
 
As we noted ahead of today’s decision, there is little in the way of notable data inputs scheduled between now and 
the Bank’s July gathering, with Wednesday’s Q1 GDP reading and May’s labour market report headlining the 
domestic economic docket between now and then. 
 
Senior officials are set to make several appearances between now and the board’s July gathering starting with 
Deputy Governor Debelle and Assistant Governor Bullock, who will appear before the Senate Economics 
Legislation Committee tomorrow evening. 
  

https://www.rba.gov.au/media-releases/2021/mr-21-09.html
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RBA 1 June 2021 Meeting Statement 
 
At its meeting today, the Board decided to maintain the current policy settings, including: the targets of 10 basis 
points for the cash rate and the yield on the 3-year Australian Government bond; the parameters of the government 
bond purchase program; and the rate of zero per cent on Exchange Settlement balances. 
 
The global economy is continuing to recover from the pandemic and the outlook is for strong growth this year and 
next. The recovery remains uneven, though, and some countries are yet to contain the virus. Global trade in goods 
has picked up strongly and commodity prices are mostly higher than at the start of the year. However, inflation in 
underlying terms remains low and below central bank targets. 
 
Sovereign bond yields have been steady recently after increasing earlier in the year due to the positive news on 
vaccines and the additional fiscal stimulus in the United States. Medium-term inflation expectations have lifted from 
near record lows to be closer to central banks' targets. The 3-year government bond yield in Australia is consistent 
with the Board's target and lending rates for most borrowers are at record lows. The Australian dollar remains in the 
upper end of the range of recent years. 
 
The economic recovery in Australia is stronger than earlier expected and is forecast to continue. The Bank's central 
scenario is for GDP to grow by 4¾ per cent over this year and 3½ per cent over 2022. This outlook is supported by 
fiscal measures and very accommodative financial conditions. An important ongoing source of uncertainty is the 
possibility of significant outbreaks of the virus, although this should diminish as more of the population is 
vaccinated. 
 
Progress in reducing unemployment has been faster than expected, with the unemployment rate declining to 5.5 
per cent in April. Job vacancies are at a high level and a further decline in the unemployment rate to around 5 per 
cent is expected by the end of this year. There are reports of labour shortages in some parts of the economy. 
 
Despite the strong recovery in the economy and jobs, inflation and wage pressures are subdued. While a pick-up in 
inflation and wages growth is expected, it is likely to be only gradual and modest. In the central scenario, inflation in 
underlying terms is expected to be 1½ per cent in 2021 and 2 per cent in mid 2023. In the short term, CPI inflation 
is expected to rise temporarily to be above 3 per cent in the June quarter because of the reversal of some COVID-
19-related price reductions. 
 
Housing markets have strengthened further, with prices rising in all major markets. Housing credit growth has 
picked up, with strong demand from owner-occupiers, especially first-home buyers. There has also been increased 
borrowing by investors. Given the environment of rising housing prices and low interest rates, the Bank will be 
monitoring trends in housing borrowing carefully and it is important that lending standards are maintained. 
 
As foreshadowed last month, at its July meeting the Board will consider whether to retain the April 2024 bond as 
the target bond for the 3-year yield target or to shift to the next maturity, the November 2024 bond. The Board is not 
considering a change to the target of 10 basis points. At the July meeting the Board will also consider future bond 
purchases following the completion of the second $100 billion of purchases under the government bond purchase 
program in September. The Board continues to place a high priority on a return to full employment. 
 
The date for final drawings under the Term Funding Facility is 30 June 2021. So far, authorised deposit-taking 
institutions have drawn $134 billion under this facility and a further $75 billion is available. The facility is providing 
low-cost fixed-rate funding for 3 years and so will continue to support low borrowing costs until mid 2024. 
 
The Board is committed to maintaining highly supportive monetary conditions to support a return to full employment 
in Australia and inflation consistent with the target. It will not increase the cash rate until actual inflation is 
sustainably within the 2 to 3 per cent target range. For this to occur, the labour market will need to be tight enough 
to generate wages growth that is materially higher than it is currently. This is unlikely to be until 2024 at the earliest. 
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MNI STATE OF PLAY: Eyes On July As RBA Leaves Policy 
Unchanged 
 
By Lachlan Colquhoun 
 
SYDNEY (MNI) - The Reserve Bank of Australia confirmed Tuesday that key decisions on forward guidance and 
the scale of the the longer-dated bond buying programme will be taken at the July meeting, with stronger growth 
forecasts but a subdued medium-term inflation outlook muddying the water for policymakers. 
 
The June meeting saw the RBA leave all major policy settings unchanged, with the key interest rate remaining at a 
record low 0.10%, the same level level being targeted on the 3-year government bond and the size of the asset-
purchase programme still at AUD200 billion. 
 
With the decision pushed back to July, policymakers have another month to evaluate the strength of the economic 
recovery before deciding on their next move. 
 
The RBA will then decide if it will extend its yield target from three-year Government bonds maturing in April 2024 
to the November 2024 series -- effectively extending the duration of current forward guidance. The bank said 
Tuesday it is "not considering" changing the target from 0.10%, a further indication that no changes in interest rates 
are being considered. 
 
The RBA will also consider future bond purchases under the AUD200 billion program to buy longer dated bonds 
which is due for completion in September, with no indications offered whether there will be an extension in size or 
not. 
 
SOLID RECOVERY 
 
The RBA's priorities remain a return to full employment and rising wages which will drive inflation into its target 
range of between 2% and 3%. While the momentum is encouraging, both of these metrics are some distance away 
from RBA targets with the bank continuing to say that the conditions for any rate rise are "unlikely to be until 2024 
at the earliest." 
 
April unemployment came down 10 basis points to 5.5%, but the figure was based on a lower participation rate and 
employment actually declined by 30,000 jobs. Full employment is a "high priority" for the RBA, and while it has not 
published an employment target it is believed to be between 4% and 4.5%. 
 
While anticipating a pick up in inflation from the current 1.1% in the second half of this year due to the "reversal of 
some COVID-19 price reductions", the RBA is forecasting inflation at 2% until by June 2023. 
 
Given these time frames for inflation reaching goal, the RBA says it is committed to "maintaining highly supportive 
monetary conditions".  
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Sell-Side Analyst Views 

 
ANZ: The surprise in the RBA’s June statement was that while the Board is considering future bond purchases the, 

perhaps redundant, wording in the May statement about the Board being “prepared to undertake further bond 

purchases” has been removed. Arguably the May sentence highlighting the fact the Board is “prepared to 

undertake further bond purchases” is redundant given that the first sentence in the section above states that the 

Board is considering future bond purchases. The next sentence then emphasises the important link to full 

employment by the use of the “continues”. But this ‘redundancy’ was also present in the May statement. So it is 

hard not to see the shift in language as a possible signal. This suggests there is some risk to our expectation that 

QE3 will be of the same size as the first two QE programs. We are still of the view that the 3y yield target will 

remain on the current bond and not be rolled to the Nov-24 ACGB. 

 

• Another notable aspect of the June statement was with regard to the labour market: “Progress in reducing 

unemployment has been faster than expected, with the unemployment rate declining to 5.5 percent in April. 

Job vacancies are at a high level and a further decline in the unemployment rate to around 5percent is 

expected by the end of this year.” There are reports of labour shortages in some parts of the economy. 

Given that the RBA’s May forecasts have an unemployment rate of 5¼% for the June 2021 quarter, it is not 

clear why an unemployment rate of 5.5% in April is a surprise. To achieve the RBA’s forecasts 

unemployment has to fall to 5.3% in May and June! We suspect the RBA is really referring to earlier 

expectations about the labour market, though its wording means this is unclear. The reference to labour 

shortages is significant, though, and taken together suggests the RBA is more upbeat about the labour 

market than a month ago. Though this is qualified by continued reference to subdued inflation and wages 

• Another change we would highlight is the acknowledgement that there has “been increased borrowing by 

investors.” We think this week’s housing finance data will show further evidence of this, eventually paving 

the way to macroprudential policy. Lastly, the final paragraph of the statement was unchanged from May as 

we expected. The RBA still thinks it “is unlikely to be until 2024 at the earliest” that the conditions required 

for a rate hike will be met. On that call we think the risks are firmly weighted to it being earlier rather than 

later. 

 

Barclays: The Reserve Bank of Australia (RBA) maintained the cash rate, the target yield for 3y Australian 

government bonds of 0.10%, and its target for long-term bond purchases, as widely expected. At the same time, 

the bank acknowledged that the economic recovery has been stronger than it expected, but reiterated that its 

targets would not be achieved until 2024 at the earliest. In our view, the tone of the statement was broadly 

unchanged from May.  

 

• RBA's conviction on the recovery continues, with little concern about the new outbreak. The bank 

maintained its view on the economy shifting from "recovery to expansion," reiterating its strong forecasts 

for growth and the labour market. The bank seems especially pleased with the jobs recovery, making no 

mention of a possible slowdown in employment in May from some pass-through after the end of the 

JobKeeper scheme. 

• While the statement noted that new COVID-19 outbreaks are an "important ongoing source of uncertainty," 

there was no mention of risks to the economic recovery from the Victoria lockdown. We think this shows 

the RBA's high confidence in the economy and impact of vaccines, which it says should reduce the 

possibility of new outbreaks.  

• The bank still sees inflation pressures as subdued, with "only gradual and modest" wage growth likely.  

• We now expect that the RBA will not roll-over its 3y bond yield target to the November 2024 bond, from the 

April 2024 bond, when it announces its decision next month. Combined with the backdrop discussed 

above, we do not think the yield-curve target will need to be maintained at 0.10% until nearly the end of 

2024, as the bank will likely achieve its targets before then. The RBA has already announced that it will not 

increase the yield target from 0.10%; instead, the maturity of the target bond will gradually decline until the 

bond matures (in April 2024 or November 2024).  

• That said, we continue to expect the RBA to announce an extension of the bond purchase program into the 

5-10 year space. The RBA's current AUD100bn bond purchase plan is scheduled to end in September 
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2021. In comparison, the RBNZ's LSAP purchase program (though smaller in size) will continue until June 

2022; the Federal Reserve has only just started discussions about tapering and our US economists' 

baseline forecast expects them to make an announcement in November. 

• In this scenario, we do not think the RBA will want to end its bond purchases much earlier than peers 

because that could lead to unwanted pressure on bond yields and the exchange rate. However, we think 

the pace of purchases in in the third iteration will be slower, as the strengthening Australian economy will 

not need as much stimulus in H2 21. We think the RBA will likely not commit to a further AUD100bn of 

bond purchases, as done twice previously, but keep purchases lower in size and frequency.  

• The statement that the board is "prepared to undertake further bond purchases to assist with progress 

towards the goals of full employment and inflation" was removed in today's statement, after being included 

since March 2021. 

• Despite this, we think a simultaneous announcement to keep the yield target limited to the April 2024 bond 

as well as an end to longer term bond purchases before the end of the year would likely be perceived as 

hawkish by the markets , especially with the Term Funding Facility also drawing to a close (on 30 June). 

 

CBA: The RBA Board left monetary policy on hold today, as expected. More specifically, the cash rate was left 

unchanged at 0.1% and the target for the yield on the 3yr Australian Commonwealth Government Bond (ACGB) 

was retained at 0.1%. The parameters of the Term Funding Facility and the government bond purchase program 

(QE) were also unchanged. 

 

• There had been some conjecture amongst financial market participants that the RBA could make a 

hawkish pivot today given the RBNZ’s decision last week to publish an Official Cash Rate forecast with a 

number of interest rate hikes in the profile starting in mid‑2022. But we considered this highly unlikely in 

terms of a shift in stance on the cash rate and no such turn was made.  

• More specifically, the RBA’s “2024 at the earliest” forward based guidance on the cash rate was repeated 

in Governor Lowe’s statement today. 

• The Governor, however, did omit a sentence from a key paragraph in the May Statement that is something 

of a ‘headscratcher’. 

• In the May Statement accompanying the Board meeting the Governor noted that, “At the July meeting, the 

Board will also consider future bond purchases following the completion of the second $100 billion of 

purchases under the government bond purchase program in September. The Board is prepared to 

undertake further bond purchases to assist with progress towards the goals of full employment and 

inflation. The Board continues to place a high priority on a return to full employment.” 

• That equivalent paragraph in today’s Statement was, “At the July meeting the Board will also consider 

future bond purchases following the completion of the second $100 billion of purchases under the 

government bond purchase program in September. The Board continues to place a high priority on a return 

to full employment. ” 

• That is, the Governor omitted the sentence that, “The Board is prepared to undertake further bond 

purchases to assist with progress towards the goals of full employment and inflation.”  

• We do not think that the omission of this sentence means that the RBA Board is leaning towards ending 

quantitative easing when QE2 expires. But it does support our expectation that the RBA will taper its asset 

purchases down to $A50bn 

 

Goldman Sachs: The RBA left policy settings unchanged at June's Board meeting and reiterated dovish forward 

guidance that a rate hike was “unlikely to be until 2024 at the earliest”. The attending statement was very similar to 

last month, emphasizing subdued inflation and wage pressures despite the strong economic recovery. The RBA 

continues to “place a high priority on a return to full employment” and guide to adjustments to the Yield Curve 

Control (YCC) and QE programs at July’s Board meeting. 

 

• From our perspective, we continue to expect the RBA will i) confirm the April 2024 Bond as the fixed end-

point for the YCC program, and ii) make a third A$100bn extension to the conventional QE program. That 

said, we note two incremental hawkish changes to today’s statement, including i) the omission of earlier 

language emphasizing that “The Board is prepared to undertake further bond purchases to assist with 
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progress towards the goals of full employment and inflation”, and ii) observing “increased borrowing by 

(housing) investors”. 

 

J.P.Morgan: Today’s meeting statement didn’t seem to hold a lot of potential given the Governor has pre-

committed to a decision on YCC and QE extension being made in July. Changes to the statement today were 

expectedly minimal, with the concluding guidance paragraph regarding conditions to hike not being met until 2024 

“at the earliest” left unchanged. Still, there is some sort of conservation of energy law in central bank 

communications, where the fewer changes are made, the greater their apparent significance. 

 

• In the paragraph on the looming QE decision, the line that “the board is prepared to undertake further 

purchases to assist with progress toward the goals” has been withdrawn. Other things equal this is 

hawkish, but the next line still reads “the board places a high priority on a return to full employment”, and 

doesn't get there in its forecasts, so the bias is reasonably clear. Removing the language around “further 

purchases” removes the sense of continuous extension and so gives a bit more optionality on the future 

sizing and timeline of a third program. It also makes sense to trim the sails a bit on the language if the 

leadership still wants a potential next round of purchases to have some announcement effect. We still 

expect QE to be extended to a third round, but in smaller size of A$50-75bn, vs previous rounds of 

A$100bn (don’t call it tapering). 

• In the first paragraph that lists the policy instruments, there is added reference to maintaining the rate on 

ES balances (effective IOER, at 0%), which wasn’t there in May. We don’t attach much significance to this, 

given reference to that rate has always been included in the list of policy tools affirmed at the end of the 

minutes, and it is basically a swap-out for the previously mentioned TFF, which concludes at the end of 

June. Reference to the TFF sizing later in the document has been beefed up, with a cumulative A$209bn 

capacity (drawn+remaining), an increase of A$9bn from the previous reference which reflects increases in 

the conditional funding allocation for banks’ business lending. A$75bn of this remains available. 

• Commentary on the domestic economy doesn’t cover a great deal of new ground given the staff’s forecasts 

were updated last month. Unemployment has fallen, as reflected in the new lower baseline forecast path, 

and vacancies are “at a high level”. There is a new reference to “reports of labour shortages in some parts 

of the economy”, but there are always some somewhere, and this has not budged the assessment that the 

inflation and wage pickup “is likely to be only gradual and modest”. 

• On housing, the language seems a bit more strident. The statement keeps placing lending standards as 

the likely circuit breaker between interest rates and house prices, stating “it is important that lending 

standards are maintained”. After a few months of stratospheric growth, investor loan applications have now 

garnered a mention (“increased borrowing by investors”) in the statement as opposed to just the minutes, 

whereas previously only first home buyer participation had been acknowledged. Presumably the more 

recent speculative edge to housing activity is more warranting of a macro-prudential response than is a 

cohort effect of younger owner-occupiers. We expect debt/loan to income guidance to be introduced by 

APRA soon to limit growth in household leverage. This would provide the further protection required for the 

RBA to shoot for its objectives. 

 

RBC: There were three new pieces of information in today’s June statement which, on balance, gave it a hawkish 

tinge.  

• Firstly, the RBA removed a key sentence hinting at slightly less appetite for further QE. While again 

promising at the July meeting to “consider future bond purchases following the completion of the second 

$100 billion of purchases”, the RBA dropped the next sentence that it “is prepared to undertake further 

bond purchases to assist with progress towards the goals of full employment and inflation". It hints, 

perhaps, at a little less enthusiasm for further QE. We have long argued that QE3 is likely a done deal, in 

part to temper the strength of the currency, with the only question being the size of the likely program. We 

can see merit in some modest tapering given the strength and broadening of the recovery and have argued 

for a QE3 program of A$75-100bn for some time. Indeed, as policy recalibrates for recovery, there is also 

merit in a A$100bn program over a longer timeframe. 

• Secondly, there is a new full paragraph on the labour market (rather than one sentence). It is notably 

upbeat with tacit acknowledgement that the economy has adjusted well to the end of JK – “Progress in 
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reducing unemployment has been faster than expected…” New language around “labour shortages” has 

also been introduced. 

• Thirdly, the above changes which err hawkish are tempered by the VIC situation. The RBA has not offered 

any direct assessment which is not surprising given that we are in the middle of the 7-day lockdown and 

uncertainty is high. However, there is a new sentence in the statement today which is a veiled reference to 

the current VIC situation with the RBA adding that “An important ongoing source of uncertainty is the 

possibility of significant outbreaks of the virus, although this should diminish as more of the population is 

vaccinated” Indeed, we noted in yesterday’s Weekly Snapshot (Could the VIC lockdown alter the RBA’s 

plans?) that a deterioration in VIC could influence the timing of when the RBA begins to step back a little, 

with the optics possibly making it difficult for the July meeting if this emerges despite the shifting global 

central banking backdrop. The uncertainty adds to the RBA’s wait and watch stance ahead of the key July 

board meeting. 

• While historic, tomorrow’s Q1 GDP will likely show strong momentum in early 2021 carried over from late 

last year. Importantly, it will confirm a broadening in the recovery with business investment finally turning 

up and forward plans encouraging coupled with continued strength in household consumption and resi 

investment. The net export drag largely reflects strong commodity prices which will have delivered rising 

terms of trade and national income in the quarter. To our mind, these broader dynamics coupled with a 

faster reduction in labour market slack argues for some modest adjustment in policy in July. We continue to 

favour the 3y YCC target bond not rolling to the Nov-24 and a QE3 program of A$75-100bn with some 

flexibility. The key headwinds to some modest recalibration in July from extreme settings is VIC and a Fed 

that is unlikely to taper until later this year. 

 

TD Securities: The RBA left all policy settings unchanged at today's meeting. It reiterated its key economic 

forecasts, that the labour market strength has exceeded the Bank's forecasts but inflation and wage pressures 

remain subdued. 

 

• While the last paragraph was left untouched reinforcing the commitment to not lift the cash rate until actual 

inflation is sustainably within the 2-3 per cent target band, the Bank omitted its preparedness to undertake 

further bond purchases. 

• We doubt this omission portends the RBA pulling a hard stop on its QE program. We believe the bar for 

delivering further QE is low, but we concede the odds of the RBA delivering a QE3 program of A$100bn as 

we forecast appears less likely. 

• We retain our call for the RBA to keep the Apr'24s as the YCC target bond, however we expect a lowered 

RBA commitment to QE3 of A$50bn over 6 months at the Bank's 6th July Board meeting. 

 

Westpac: The Board has surprised the market by excluding the long held positive assessment of QE. There are at 

least two ways to interpret this but the market will likely now down play the prospects of a QE extension. Westpac 

has long held the view that despite the faster than expected pace of recovery, 2021 is not the year to start 

tightening policy well before other major central banks. The Board’s own forecasts and statement of “unlikely before 

2024 at the earliest” point to adequate time to, if necessary, err on the side of over stimulus. Potential imbalances 

in the housing market can be addressed with macro prudential policies when considered necessary. The RBA’s 

underperformance on its inflation target for so many years and the wide gap between actual (annual trimmed mean 

1.1%) and target (2.5% sustained) signals a relatively greater need to maintain current highly stimulatory settings 

than other central banks. We will not have much time to await the decisions in July and today’s Statement has to be 

taken very seriously. 


