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MNI POV (Point Of View): Filling The Gap 
 
The RBA’s October meeting isn’t set to provide any fireworks given the excitement witnessed in recent months and 
the recent tapering of the Bank’s bond purchases, which was coupled with an elongated assessment period when it 
comes to the size of those purchases (installed at the end of the Bank’s September meeting and in place until 
February 2022). 
 
As a result, unanimous consensus looks for the RBA to leave its monetary policy settings unchanged. 
 
Truth be told, more focus is set to fall on the release of the RBA’s Financial Stability Report, due Friday, given 
recent comments from RBA Assistant Governor Bullock and news that “over the next couple of months, the APRA 
also plans to publish an information paper on its framework for implementing macroprudential policy.” 
 
In terms of the domestic economic situation, the timeline surrounding Australia’s international reopening schedule 
has been moved forwards, a positive ahead of the turn of the calendar year. 
 
Governor Lowe continues to push back against market pricing when it comes to cash rate hikes. A recent address 
saw him note that such “expectations are difficult to reconcile with the picture I just outlined and I find it difficult to 
understand why rate rises are being priced in next year or early 2023. While policy rates might be increased in 
other countries over this timeframe, our wage and inflation experience is quite different.” Expect the Bank to 
reiterate its well-trodden forward guidance i.e. “It will not increase the cash rate until actual inflation is sustainably 
within the 2 to 3 per cent target range. The central scenario for the economy is that this condition will not be met 
before 2024. Meeting this condition will require the labour market to be tight enough to generate wages growth that 
is materially higher than it is currently.” 
 
The hours worked metric will be key when it comes to assessing the health of the labour market in the coming 
months. The dataset will provide the cleanest measure when it comes to assessing the impact of and bounce back 
from the COVID lockdowns witnessed across the country in recent times. 
 
Further afield, the situation in China, whether that be the country’s broader economic health or the situation 
surrounding indebted property developer China Evergrande, continue to generate plenty of attention, although 
none of the major global central banks seems to be worried about any potential spill over/contagion. 
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RBA 7 September 2021 Meeting Statement 
 
At its meeting today, the Board decided to: 
 

• maintain the cash rate target at 10 basis points and the interest rate on Exchange Settlement balances of 
zero per cent 

• maintain the target of 10 basis points for the April 2024 Australian Government bond 

• purchase government securities at the rate of $4 billion a week and to continue the purchases at this rate 
until at least mid February 2022. 

 
Prior to the Delta outbreak the Australian economy had considerable momentum. GDP increased by 0.7 per cent in 
the June quarter and by nearly 10 per cent over the year. Business investment was picking up and the labour 
market had strengthened. The unemployment rate had fallen below 5 per cent and job vacancies were at a high 
level. 
 
The recovery in the Australian economy has, however, been interrupted by the Delta outbreak and the associated 
restrictions on activity. GDP is expected to decline materially in the September quarter and the unemployment rate 
will move higher over coming months. While the outbreak is affecting most parts of the economy, the impact is 
uneven, with some areas facing very difficult conditions while others are continuing to grow strongly. 
 
This setback to the economic expansion is expected to be only temporary. The Delta outbreak is expected to delay, 
but not derail, the recovery. As vaccination rates increase further and restrictions are eased, the economy should 
bounce back. There is, however, uncertainty about the timing and pace of this bounce-back and it is likely to be 
slower than that earlier in the year. Much will depend on the health situation and the easing of restrictions on 
activity. In our central scenario, the economy will be growing again in the December quarter and is expected to be 
back around its pre-Delta path in the second half of next year. 
 
Notwithstanding the strong economic and labour market outcomes pre-Delta, wage and price pressures remain 
subdued. Over the year to the June quarter, the Wage Price Index increased by just 1.7 per cent. 
 
Housing prices are continuing to rise, although turnover in some markets has declined following the virus outbreak. 
Housing credit growth has picked up due to stronger demand for credit by both owner-occupiers and investors. 
Given the environment of rising housing prices and low interest rates, the Bank is monitoring trends in housing 
borrowing carefully and it is important that lending standards are maintained. 
 
Very accommodative financial conditions will continue to support the recovery of the Australian economy. 
Borrowing rates are at record lows, sovereign bond yields are at very low levels and the exchange rate has 
depreciated over recent months. The fiscal responses by the Australian Government and the state and territory 
governments are also providing welcome assistance in supporting household and business balance sheets. 
 
The Board's decision to extend the bond purchases at $4 billion a week until at least February 2022 reflects the 
delay in the economic recovery and the increased uncertainty associated with the Delta outbreak. The Board will 
continue to review the bond purchase program in light of economic conditions and the health situation, and their 
implications for the expected progress towards full employment and the inflation target. These bond purchases, 
together with the low level of the cash rate, the yield target and the funding that has been provided under the Term 
Funding Facility, are providing substantial and ongoing support to the Australian economy. 
 
The Board is committed to maintaining highly supportive monetary conditions to achieve 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. The central scenario for the economy is that this condition will 
not be met before 2024. Meeting this condition will require the labour market to be tight enough to generate wages 
growth that is materially higher than it is currently.  
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MNI STATE OF PLAY: RBA On Hold As Lockdowns Set To 
Ease 
 
By Lachlan Colquhoun 
 
SYDNEY (MNI) - Plans to re-open the Australian economy to international travel as lockdowns end in the largest 
states are likely to dissuade the Reserve Bank of Australia from changing monetary policy this week or tweaking its 
bond-buying program. 
 
The RBA Board meets on Tuesday for its monthly interest rate decision, but there is no expectation that the bank 
will change interest rates from the current record low of 0.10%, see: MNI INSIGHT: Wage Weakness Spurred RBA 
QE Extension. 
 
The current bond buying program, which is now set at weekly purchases of AUD4 billion per week until mid-
February is expected to stay in place. The purchases decreased from AUD5 billion per week in September. 
 
LOCKDOWNS TO EASE 
 
An announcement last week by Prime Minister Scott Morrison that Australia would open to international travel from 
November following the easing of lockdown restrictions in most states plays into the RBA's view that the economic 
recovery has been "delayed but not derailed". 
 
The economy grew by 0.7% in the second quarter, but the earlier lockdowns in the largest cities of Sydney and 
Melbourne are expected to deliver negative growth for the third quarter. 
 
RBA Governor Philip Lowe has said that Q3 growth could be -2%, although many economists said this is optimistic. 
The easing of lockdowns is likely to result in a strong rebound in Q4. 
 
With wage growth and inflation still low, the RBA is not expected to change its view that rates won't be raised 
before 2024. 
  

https://marketnews.com/mni-insight-wage-weakness-fed-rba-qe-extension
https://marketnews.com/mni-insight-wage-weakness-fed-rba-qe-extension
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Sell-Side Analyst Views 

 
AMP Capital: The meeting is likely to be pretty boring – with bond buying locked in at the rate of A$4bn a week out 
to February at the Bank’s last meeting and the RBA likely to reiterate yet again that it does not expect the 
conditions for a rate hike – namely actual inflation sustainably in the 2 to 3% target range which will likely require 
wages growth of 3% at least – to be met before 2024. There has been no significant changes to the economic 
outlook since the last meeting to suggest any changes from the RBA. 
 
ANZ: Given the current focus on macro prudential policy, the Financial Stability Review (FSR) on 8 October will be 
particularly interesting. The RBA statement on Tuesday will likely flag some of the key conclusions of the FSR. 
Otherwise, we think the October statement will be a bit of a non-event, after the August and September statements 
had to deal with the Delta lockdowns and what to do about the bond taper. 
 
Barclays: The RBA is unlikely to make any changes to its policy settings until February. We expect the bank to flag 

downside risks to its economic outlook due to the long period of lockdowns in Q3. Still, we think the RBA will 

continue to state that lockdowns have only delayed, not derailed, the economic recovery. A reopening from October 

and the bank’s view that demand returns after this milestone will allow the bank to continue with it’s A$4bn/week 

bond purchases until February. 

 

CBA: We do not expect any policy changes at the October Board Meeting. In fact the remainder of the year should 

be quiet for RBA policy watchers with no changes to monetary policy in the pipeline until the current round of bond 

buying is completed in February 2022. What will be of interest are any further comments on the outlook for 

macroprudential measures which we expect to be reintroduced late 2021 or early 2022. 

 

Goldman Sachs: We expect the RBA to keep all policy settings unchanged, including the cash rate target, the 
yield-target and the pace of QE purchases. Macro data over the past month has been fairly soft - consistent with 
ongoing lockdowns in NSW and VIC - but vaccination rates have continued to rise strongly and restrictions are on 
track to be eased gradually over Q421. The RBA is likely to keep the language around the outlook broadly 
unchanged, although it may note the recent volatility in global commodity markets and concerns around China's 
property sector. 
 

• Further ahead, we continue to expect the 'second taper' to A$3bn/week to occur in February 2022 (prior: 
November 2021), before continuing to step down by A$1bn/week per quarter until QE ends in late 2022 - at 
which point total bond purchases will amount to around A$370bn. We continue to expect the Government 
to initiate a review of the RBA sometime after the federal election - which could have marginally dovish 
implications over the next few years if the post-COVID recovery falters 
 

J.P.Morgan: The RBA began tapering its weekly QE program at last month’s meeting (from A$5bn to A$4bn), 
though in a dovish shift announced the program would next be reviewed in February, rather than November as 
initially stated. With the course seemingly set, it’s unlikely the October meeting will deliver any new information 
regarding the future of the RBA’s QE program. We expect the Bank to repeat its current guidance regarding the 
cash rate verbatim, with officials retaining the view that the conditions for rate hikes (full employment and inflation 
at target) are unlikely to be met until 2024 at the earliest. 
 

• Remarks from RBA governor Lowe since the September policy meeting suggest the Bank has becoming 
increasingly downbeat on the macroeconomic outlook. This is particularly true for the labor market with the 
governor flagging that the jobless rate may temporary spike to the high 5s on the back of lockdowns and 
mobility restrictions. We view this as unlikely, especially given the unemployment rate declined further to 
4.5% in the most recent data. Nevertheless it will be interesting to see whether the RBA updates the 
statement to align with the governor’s remarks or maintains the language from September’s policy meeting. 

 

RBC: We do not expect any new developments on the policy front at this board meeting. Domestic data have been 

limited since the board last met, with an underlying resilience. The key development has been reopening plans in 

NSW, VIC, and the ACT, consistent with the RBA’s base case for activity to recover in the current quarter. 

Discussion around macro-pru may also feature, and the housing market discussion will likely garner more attention 
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than usual. On the global front, the RBA is likely to acknowledge the recent developments from the Fed, BoE, and 

Norges Bank as the global central banking stance shifts away from ultra-accommodative settings. 

 

Societe Generale: The RBA is likely to confirm its basic stance that the outbreak of the Delta coronavirus variant 

will delay, not derail, the recovery. It will also mention the significant progress of vaccination rates and the recently 

announced plan to ease the restrictions from October that will lead to a bounce-back in economic activity. 

 

TD Securities: This meeting should be uneventful and all policy settings should remain unchanged. Developments 

since the Sep meeting are unlikely to alter the Bank's stance —health and economic challenges pose near-term 

risks but re-opening is a reason for optimism. On housing the RBA is likely to mention regulators have commenced 

formal discussions to introduce macroprudential policies. 

 
Westpac: The RBA Board meeting for October is not expected to see any changes to policy settings. 

 

• Recently, the main adjustment to policy has been around the weekly pace of government bonds. The pace 

was A$5bn a week until early September. At the September meeting the Board confirmed the earlier 

decision to reduce that to A$4bn a week - but now with the timing extended from November to at least mid 

February 2022. 

• The cash rate target remains at 0.10%. The Governor in his speech on September 14 confirmed that “the 

Board ... will not increase the cash rate until actual inflation is sustainably within the 2-3% target range”. He 

added that “we want to see inflation around the middle of the target range ...” 

• Just how quickly inflation will return to the target range will be a key debate and focus in 2022. Westpac 

remains of the view that rates are likely to rise in 2023, ahead of the timing currently envisaged by the RBA 

and a timing more in line with other central banks. 


