
Well, hasn’t a lot changed – and yet stayed the same – 
since our last update. A “no change” in federal politics 
seems to have brought some confidence back into 
the housing market, while at the same time the share 
market is hitting all-time highs.

And now, more than ever, if you have a mortgage, 
please check in with your bank and find out what rate you’ve got, and 
then let us know. My wonderful team are on a daily basis saving clients 
hundreds and often thousands of dollars a year in interest rate cuts – 
and a lot of the time we’re able to get a good result simply by putting 
pressure on the bank in question. The biggest saving I’ve recently seen 
was over $20,000…a year!!! Needless to say, a very happy client
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Economic Update

In Australia, new lending standards will 
continue to affect lending levels which,  
in turn, will influence property prices  
and the overall economy. 

THE GLOBAL ECONOMY 
The global economy is predicted to be 
slow this year. Europe and Japan are both 
at risk of being in a recession. However, the 
outlook for the US remains positive as its 
economy performed relatively well during 
2018 and still appears to be the most robust 
developed economy so far this year.

Globally, interest rates are on hold as a 
slowdown in growth alleviates any pressure 
to raise rates. However, central banks may try 
a mix of rate cuts and unconventional policy 
measures in a bid to stimulate growth.

THE AUSTRALIAN ECONOMY 
The Australian economy is likely to 
slow throughout 2019, continuing the 
weak economic growth experienced in 
the second half of 2018. This is due to 
weaker consumer and business sentiment 
influenced by a mix of weaker global growth 
and the decline in house prices. 

However, population growth which, in turn, 
grows the economy, interest rate cuts and 
government stimulus could help offset this.

PROPERTY MARKET
The property price correction is likely  
to continue until the end of 2019,  
perhaps beyond.

Borrowers are finding it harder to meet 
lending standards and this has seen lower 
levels of investor lending especially in the 
key markets of Sydney and Melbourne.

As illustrated in the graph on page 2, credit 
growth (in orange) has generally been a 
predictor of future house price growth (in 
navy). Current (weak) lending points to 
falling house prices in the short term.

UNEMPLOYMENT
The labour market tends to lag behind 
other parts of the economy and therefore 
it is anticipated that unemployment will 
increase owing to the lower economic 
growth outlook for Australia.

INTEREST RATES
The Reserve Bank of Australia (RBA) will 
probably make at least one interest rate cut 
by the end of 2019 as the weaker economy 
and inflation outlook prompts a response 
from the RBA. Inflation continues to track 
below its 2% minimum target.

OVERALL, WE ARE LIKELY TO SEE A SLOWDOWN IN GROWTH  
FOR BOTH THE AUSTRALIAN AND GLOBAL ECONOMIES OVER  
THE NEXT YEAR. 
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