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MNI POV (Point Of View): Watching, Waiting 
 
The Bank left its monetary policy settings unchanged, as expected, with the RBA employing widespread changes in 
its choice of rhetoric, although the underlying message didn’t stray from the mantra of recent addresses. 
 
In essence, the Bank is more upbeat given the evolution of the local economy, but spare capacity remains 
elevated, with the unemployment rate some way away from levels that will result in anything like satisfactory wage 
growth (based on the Bank’s own assumptions). A reminder that the RBA Governor did not push back against 
suggestions that NAIRU could start with a 3 when questioned on the matter in March. 
 
The Bank also noted that lending standards in the housing market will be "monitored carefully," once again in line 
with recent messaging, while commentary surrounding house prices was blunt and to the point. 
 
The Bank's forward guidance was left as was. 
 
The Bank will want to gather as much information as possible before making a decision on the implementation and 
sizing of any further QE packages and/or the potential rolling of the focal point of its 3-Year ACGB yield target to 
ACGB Nov ’24 from ACGB April ’24, with a formal announcement re: the latter seemingly expected before the end 
of August. 
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RBA 6 April 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, as well as the parameters of the 
Term Funding Facility and the government bond purchase program. 
 
The rollout of vaccines is supporting the recovery of the global economy, although the recovery is uneven. While 
there are still considerable uncertainties regarding the outlook, the central case has improved. Global trade has 
picked up and commodity prices are mostly higher than at the start of the year. Inflation remains low and below 
central bank targets. 
 
Sovereign bond yields have increased over recent months due to the positive news on vaccines and the additional 
fiscal stimulus in the United States. Inflation expectations have also lifted from near record lows to be now closer to 
central banks' targets. The 3-year government bond yield in Australia is at the Board's target of 10 basis points 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 well under way and is stronger than had been expected. The unemployment 
rate fell to 5.8 per cent in February and the number of people with a job has returned to the pre-pandemic level. 
GDP increased by a strong 3.1 per cent in the December quarter, boosted by a further lift in household 
consumption as the health situation improved. The recovery is expected to continue, with above-trend growth this 
year and next. Household and business balance sheets are in good shape and should continue to support 
spending. 
 
Nevertheless, wage and price pressures are subdued and are expected to remain so for some years. The economy 
is operating with considerable spare capacity and unemployment is still too high. It will take some time to reduce 
this spare capacity and for the labour market to be tight enough to generate wage increases that are consistent 
with achieving the inflation target. In the short term, CPI inflation is expected to rise temporarily because of the 
reversal of some COVID-19-related price reductions. Looking through this, underlying inflation is expected to 
remain below 2 per cent over the next few years. 
 
Housing markets have strengthened further, with prices rising in most markets. Housing credit growth to owner-
occupiers has picked up, with strong demand from first-home buyers. In contrast, investor credit growth remains 
subdued. 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. 
 
The Board remains committed to the 3-year government bond yield target of 10 basis points. Later in the year it will 
consider whether to retain the April 2024 bond as the target bond or to shift to the next maturity. The initial $100 
billion government bond purchase program is almost complete and the second $100 billion program will commence 
next week. Beyond this, the Bank is prepared to undertake further bond purchases if doing so would assist with 
progress towards the goals of full employment and inflation. Authorised deposit-taking institutions have drawn $95 
billion under the Term Funding Facility and have access to a further $95 billion. Since the start of 2020, the RBA's 
balance sheet has increased by around $215 billion. 
 
These various monetary measures are continuing to help the economy by keeping financing costs very low, 
contributing to a lower exchange rate than otherwise, and supporting the supply of credit and household and 
business balance sheets. Together, monetary and fiscal policy are contributing to the recovery in aggregate 
demand and the pick-up in employment. 
 
The Board is committed to maintaining highly supportive monetary conditions until its goals are achieved. The 
Board will not increase the cash rate until actual inflation is sustainably within the 2 to 3 per cent target range. For 
this to occur, wages growth will have to be materially higher than it is currently. This will require significant gains in 
employment and a return to a tight labour market. The Board does not expect these conditions to be met until 2024 
at the earliest. 
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MNI STATE OF PLAY: RBA Awaits Recovery Signs Before 
Next Move 
 
By Lachlan Colquhoun 
 
SYDNEY (MNI) - The Reserve Bank of Australia is upbeat about the economic outlook but policymakers will give 
themselves more time to consider the recovery and the ongoing global pandemic before making decisions on 
forward guidance on policy. 
 
A key consideration for the RBA is a decision on whether to extend its yield control program, which currently targets 
three-year government bonds maturing in April 2024, but Governor Philip Lowe said Tuesday this will be 
considered "later in the year." 
 
Extending the target to bonds maturing in November 2024 would be a sign that the RBA outlook continues to be 
dovish in its outlook, pushing the forecast timing of a first rate hike further into the future. 
 
All policy settings were unchanged, with the benchmark overnight rate and the yield target for the benchmark 3-
year government bond at 0.1%, the size of the QE programme at AUD200 billion and the ongoing lending schemes 
at current levels. 
 
The RBA latest policy statement reiterated that it does not expect to consider any rise in rates until "2024 at the 
earliest," when it expects the labour market to have tightened, wages growth to have gained momentum, and 
inflation -- currently at 0.9% -- to be sustainably in the bank's 2 to 3% target range. 
 
OUTLOOK 
 
The April outlook, however, was optimistic on the economic recovery, which the RBA said was being supported by 
the global vaccine rollout. 
 
"While there are still considerable uncertainties surrounding the outlook, the central case has improved," Lowe 
said. 
 
The RBA is also midway through an AUD200 billion QE programme, buying longer dated Government bonds, with 
the second AUD100 billion of the plan due to begin next week. 
 
Following Tuesday's meeting, Lowe said the bank remained "prepared to undertake further bond purchases" in 
order to assist progress towards full inflation and the inflation target. 
 
HOUSING MARKET 
 
Australian commercial banks are also half-way through accessing the RBA's other main stimulus program, access 
to low cost funding under the Term Funding Facility at the 0.1% official rate. Banks have used AUD95 billion of this 
facility and have access to another AUD95 billion. 
 
Highlighting the strength of the domestic property market, the RBA said it was largely being driven by first-time 
buyers, with subdued investor credit growth. However, the bank said it would monitor trends in housing borrowing 
"carefully and it is important that lending standards are maintained." 
 
The next scheduled meeting for the RBA board to discuss policy settings is May 4
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Sell-Side Analyst Views 
 

ANZ: The RBA Board’s April statement included no change to any of the RBA’s policy settings, and the Board 

remains of the view that the conditions required for a change in the cash rate won’t be met “until 2024 at the 

earliest.” 

 

• Though, the RBA did make explicit its intention to consider shifting the maturity of its 3-year bond target 

“later in the year”. We don’t expect the 3y yield target to be rolled to the Nov-24 ACGB, rather that the RBA 

will continue to target the Apr-24 ACGB. 

• The RBA stated it would be “monitoring trends in housing borrowing carefully” and highlighted that “it is 

important that lending standards are maintained”. We believe that macroprudential controls in the second 

half of the year are likely. 

 

Barclays: In our view, the overall tone of the statement was more positive than it was in March.  

 

• In the minutes of its March meeting, the RBA had flagged uncertainty about the labour market after the 

JobKeeper payments ended (on 28 March), and in our view, it is notable that today’s statement did not 

mention of the end of the program. Still, we expect the unemployment rate to increase modestly in Q2 from 

the February low of 5.8%, as businesses still facing low turnover, such as those in the tourism-related 

industries, could lay off employees who have been working fewer (or zero) hours but were kept “employed” 

under the JobKeeper program. 

• While we acknowledge that rising house prices are emerging as a concern, we think the bank is unlikely to 

base a policy decision, such as not rolling over the yield target, solely on developments in the housing 

market. We expect the bank to detail its views on the housing market at the Financial Stability Review on 9 

April, but for now think macroprudential policies will be used to cool the housing market, if required.  

• With major global central banks communicating that policy will remain accommodative for longer, we 

continue to expect that the RBA will announce an extension of its bond purchase plan to keep yields low 

and reduce pressure on the exchange rate. We expect the extension to be made in late Q2 or early Q3, 

prior to the expiry of the QE programme announced in February (which is scheduled to start next week). 

However, we think the pace of purchases will be slower, as the strengthening recovery of the Australian 

economy will not need as much stimulus in H2 21, in our view. Indeed, today's statement was explicit that 

the bank is "prepared to undertake further bond purchases if doing so would assist with progress towards 

the goals of full employment and inflation."  

• The reduction of the government's COVID-related support measures, still-low global yields, and the lack of 

inflation pressures suggest to us that the RBA will be slow to taper its stimulus even as it continues to 

acknowledge the steady flow of better-than-expected data. 

 

CBA: The Governor maintained a very dovish stance in his Statement, as we expected. 

 

• In last month’s Statement the RBA Governor reiterated the Bank’s updated forecasts for the unemployment 

rate. But he did not do that in today’s Statement given the strength of the February labour force survey 

(recall that the unemployment rate dropped from 6.4% in January to 5.8% in February).  

• Current RBA economic forecasts put the unemployment rate at 6% at end‑2021 and 5.5% at end‑2022. 

These numbers will need to be revised in the May Statement on Monetary Policy (SMP) to reflect the 

strength of recent employment reports. 

• Leading indicators of labour demand suggest the unemployment rate could drop quite quickly from here. 

And the level of job vacancies in a number of industries means that pockets of skill shortages may be 

emerging across the economy which could result in stronger growth in wages.  

• Indeed, the latest economic publications on labour demand are consistent with the themes emanating from 

our recent interstate client visits. And both the data and client discussions support our view that the NAIRU 

– or non‑accelerating inflation rate of unemployment – is higher than whatever it was pre‑COVID given the 

international borders are closed. 
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Goldman Sachs: The RBA left policy settings unchanged at April's Board meeting, in line with expectations. The 

attending statement largely reiterated existing forward guidance, including that the cash rate is unlikely to rise until 

"2024 at the earliest." 

 

• That said, the language around the RBA's longer-term QE purchases was marginally more dovish, noting 

the program would be expanded if it assisted with achieving "full employment" - a fairly low bar in our view. 

Against the backdrop of strong house price gains, the statement also noted the RBA was "monitoring 

trends in housing borrowing carefully." 

 

J.P.Morgan: The RBA’s April statement was similar to those of recent months, emphasizing continuity in the 

monetary policy stance even as the labour market surprises to the upside. This is consistent with the leadership 

focusing on longer-run, difficult-to-achieve outcomes (a “tight” labour market, >3% wage growth) in setting 

thresholds to normalize, rather than responding to incremental positives along the way. It also seems likely the 

Board is reserving judgement on the economy’s momentum as it transitions out of full fiscal support. 

 

• The guidance paragraph was essentially unchanged, including the expectation that conditions to hike won’t 

be met until “2024 at the earliest”. All existing facilities (YCC, QE, TFF, etc.) and related rates were 

maintained. The first tranche of the QE package announced back in November is nearly complete, but that 

was extended in February by another A$100bn, so no further action was required today to maintain 

balance sheet expansion. The statement alludes to the future decision the Board will face regarding 

keeping the ACGB Apr-24 as target bond, or rolling to Nov-24. This ground (particularly, that dropping the 

Apr-24 target bond entirely is not an option) was covered in the March minutes. 

• The Governor’s economic commentary was upbeat, with the recovery so far having been “stronger than 

expected”. Variations on this line have been present for a number of meetings, and don’t diminish the 

likelihood of wage and price pressures remaining “subdued” for “some years”. Most market participants are 

expecting a bounce in %oya inflation rates in coming quarters after last year’s extraordinary events and 

policy responses, and the Governor is pre-emptively positioning to look through that, emphasizing that core 

should remain below 2% over the next few years. 

• We had not expected any definitive changes today in the RBA’s view on housing, given it is too early to 

expect regulatory action, and the RBA likes to maintain optical separation of monetary policy from its 

regulatory role as head of CFR anyway. Still, the timeline to intervention does appear to be shortening 

given recent housing performance, and today’s language on lending standards hardened moderately from 

“lending standards remain sound and it is important that they remain so” to “the Bank will be monitoring 

trends in housing borrowing carefully and it is important that lending standards are maintained”. This is less 

of an endorsement of the status quo than appeared last month, which would not be surprising given 

recently reported increases in higher LVR lending. 

• The RBA notes that investor credit growth remains “subdued”, due mostly of owner-occupiers (particularly 

first-home buyers), but this is more of a mitigating factor politically than economically, given that newer 

loans nevertheless are rotating to riskier buckets. We remain of the view that macro-prudential will be 

tightened within the next few months, most likely by formal DTI/LTI restrictions. 

 

NAB: Rates guidance was unchanged in today’s RBA Meeting with the post-meeting Statement repeating the 

familiar lines that the Board does not expect the conditions for a rate hike “…to be met until 2024 at the earliest”. 

These conditions are that actual inflation is sustainably within the 2-3% target, which requires materially faster 

wages growth. There was no comment on whether to extend the 3yr YCC target from the April 2024 bond to the 

November 2024 with the RBA again repeating that a decision will be made “later in the year”. A reference to recent 

house price dynamics also reinforced the RBA/APRA view of not targeting house prices, but rather being focused 

on lending standards (“monitoring trends in housing borrowing carefully and it is important that lending standards 

are maintained”). APRA Chair Byers last week noted that “at an aggregate level, lending statistics do not show 

major signs of a return to higher risk lending”, which suggest no near-term tightening in macro-prudential 

regulations despite extensive media speculation. We may learn more on the RBA’s thinking on housing in Friday’s 

semi-annual Financial Stability Review. 
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RBC: It was a reasonably short and fairly bland statement from the RBA this afternoon following its April board 

meeting. Indeed, the statement was perhaps more notable for what it omitted given recent developments. 

 

• Firstly, there was no reference to the end of JobKeeper (JK) and the potential impact upon activity and the 

labour market. The RBA has, in recent speeches and minutes, alluded to the uncertainty that the end of JK 

may have on household expenditure and the labour market. We were not too surprised by this lack of detail 

with the RBA likely to be awaiting more data, including the timely weekly payrolls and business liaison 

feedback, before making much of an assessment. Secondly, the language around the housing market was 

largely factual noting that “Housing markets have strengthened further, with prices rising in most markets.“ 

There was no new language around lending standards, borrowing, or investor behaviour and no new 

suggested metrics to focus on (such as LVRs, debt/income). Governor Lowe’s recent 10 March speech 

hinted at other tools to address higher house prices and the close monitoring of lending standards by the 

RBA and broader Council of Financial Regulators. Ahead of the RBA’s half yearly Financial Stability 

Review on Friday, this would suggest that the RBA is currently “alert but not (yet) alarmed” by 

developments in the housing market despite the recent acceleration in house prices. And finally, while it 

was not in the 2 March post board meeting statement, new language on the 3y target bond later in March 

in the Governor’s speech to the AFR business summit and the March minutes, was not included in today’s 

statement. There was no reference to the declining maturity of the Apr 2024s if the RBA opted to keep it as 

the target bond (and not roll to the Nov 2024s). We may be reading too much into this but without that 

reference today, at the margin, it swings the risk back slightly towards YCC being extended to the Nov 

2024s later this year. 

• All of this suggests that the RBA is in watch and wait mode. It is too early to assess the impact of the end 

of JK, loan deferrals and Homebuilder plus some of the recent border travel disruptions. While the RBA will 

have a base case, the starting point for growth and the labour market is clearly better than its current set of 

forecasts which were put together in early Feb. Preparations will begin shortly for the May SoMP which will 

be delivered a few days after the 4 May board meeting and a few days before the 2021-22 Commonwealth 

Budget. The May and June RBA meetings promise to be far more interesting. 

 

Westpac: As expected the Board of the Reserve Bank maintained its current policy settings, including the targets 

of 10 basis points for the cash rate and the yield on the 3 year Australian Government bond, as well as the 

parameters of the Term Funding Facility and the government bond purchase program. 

 

• Since the last Board meeting on March 2 the most important economic developments have been the 

announcement of the surprise fall in the unemployment rate from 6.4% in January to 5.8% in February and 

reports of extraordinary strength in the national housing market. 

• The unemployment report has prompted only a minor change in the Governor’s rhetoric from “the economy 

is still operating with considerable spare capacity and the unemployment rate remains higher than it has 

been for some years” (March) to “the economy is operating with considerable spare capacity and 

unemployment is still too high.” (April). 

• The key sentiments from March are repeated, “it will take some time to reduce this spare capacity and for 

the labour market to be tight enough to generate wage increases that are consistent with achieving the 

inflation target” and “wage and price pressures are subdued and are expected to remain so for some 

years.” 

• Rising house prices are recognised, “prices rising in most markets.” But the same approach we saw in 

March is adopted where lending standards are emphasised, “the Bank will be monitoring trends in housing 

borrowing carefully and it is important that lending standards are maintained.” 

• Importantly the Governor points out that “investor credit growth remains subdued.” 

• It is interesting that he did not comment, at this stage, on the recent trend for new lending for housing. In 

February new lending for investors lifted by 4.5% in the month compared to -0.8% for “upgraders” and -4% 

for First Home Buyers. 

• In fact the six month growth rate for new investor finance approvals (31%) is now above the upgraders’ rate 

(24%) and First Home Buyers (30%). No doubt the Board will be watching these trends very closely. 
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• The commitment to the 3 year bond rate target at 0.1% was confirmed and it was noted that “The Board 

remains committed to the 3 year government bond yield target of 10 basis points” while noting that “Later in 

the year it will consider whether to retain the April 2024 bond as the target bond or to shift to the next 

maturity.” That would be the November 2024 bond – a likely decision which would be supported by the 

consistent observation that “the Board does not expect these conditions (necessary to increase the cash 

rate) to be met until 2024 at the earliest.” 

• Insisting that it will be 2024 “at the earliest” is not consistent with restricting the target bond to an April 2024 

maturity. 

• As with March the Governor remains supportive of the bond purchase program, “the Bank is prepared to 

undertake further bond purchases if doing so would assist with progress towards the goals of full 

employment and inflation.” Note that in the March Statement the Governor indicated his preparedness to 

extend the policy “if necessary” – the April sentiment seems even more supportive of the bond buying 

approach. 


