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 Weekly Economic Commentary
 

Housing: China Wobbles, 
Australia Booms

 Chinese property developer Evergrande remains under the 
microscope. Global investors are scrutinising every move of the 
company on the brink of collapse to assess whether this event 
will lead to broader financial and economic contagion. 
 
There have been concerns that a disorderly collapse of the 
property giant could spur a sharp downturn in the Chinese 
property market which could spill over to a protracted slowdown 
in economic growth in the country. This would then have 
broader implications for global growth.
 
This could mean a significant hit to Australia’s resource exports, 
notably iron ore. The Chinese residential property market is an 
important source of the global demand for steel and a sharp 
drop in Chinese demand would add more pressure to an 
already tumbling iron ore price.  

The troubles faced by Evergrande reflect efforts from Chinese 
authorities to clamp down on excessive risks in the financial 
system. This is a positive for sustainable, longer-term growth in 
China. However, Chinese policymakers are playing a balancing 
act. They do not want these efforts to cause a sharp slowdown 
in broader economy.  

There is still considerable uncertainty over how events will 
unfold. It is a complex and evolving situation. The near-term 
outcome will ultimately come down to the effectiveness of 
Chinese policymakers in containing the fallout from 
Evergrande’s woes.  

But over the long-term, the efforts of the authorities to reduce 
risks in the financial system is likely to make the Chinese economy 
stronger. 

Meanwhile in Australia, dwelling prices have recovered from the 
COVID-19 recession faster than any other major economic 
downturn in the past 40 years. And even with lockdowns 
across NSW and Victoria in recent months, the boom has 
continued to steam ahead.  

We will get a data dump on the housing market this week. 

While it might seem surprising that housing prices have 
continued to rise during lockdowns, this is because the 
adjustment in the property market has largely been felt through 
a fall in turnover. Meanwhile, demand remains strong alongside 
low mortgage rates and the listings that are available are being 
snapped up quickly.  

We expect dwelling prices rose a further 1.4% in September, 
following a 1.5% increase in August. In annual terms, dwelling 
prices increased 18.4% over the year to August 2021, marking 
the strongest growth in over 32 years. 

The monthly growth rate has slowed over the past few months, 
although remains elevated, likely reflecting affordability 
constraints pushing price-sensitive buyers out of the market. 
Indeed, lending to first home buyers has dropped off over recent 
months. 

Looking ahead, we expect price growth will continue but at a 
slower pace, as affordability pressures bite. Notably, while 
mortgage rates remain low, saving for a deposit is becoming a 
more and more challenging hurdle for first home buyers, 
especially in Sydney and Melbourne. 

Also this week, data on housing finance approvals for August will 
be released. We anticipate housing finance approvals declined 
by 3.0% in the month, alongside a decline in turnover 
underpinned by lockdowns. In July, housing finance approvals 
were broadly unchanged. Lending for construction has declined 
sharply in recent months as the impact of the Federal 
government’s HomeBuilder scheme continues to unwind. 
Meanwhile, lending to investors has continued to grow at a solid 
clip.  

We will also get a read on building approvals in August this 
week. We expect approvals fell 5.0% following an 8.6% drop in 
July. Approvals have fallen 25% since their March peak, 
alongside the end of HomeBuilder. Despite the massive drop in 
recent months, total building approvals were still over 10% 
higher than their pre-COVID level as at December 2019. We 
expect the HomeBuilder unwind has further to run plus 
lockdown disruptions will also hit approvals. 

Outside of housing, August retail sales data will also be released 
this week. We have forecast a 1.5% decline with parts of NSW, 
Victoria, Queensland, the ACT, and the NT in lockdown for all or 
part of the month. This follows a 2.7% fall in July and a 1.8% 
decline in June. Spending patterns over recent months have 
been consistent with previous lockdowns. There have been 
double-digit falls across clothing, footwear & personal 
accessories, cafes, restaurants & takeaway food services, and 
epartment stores. Meanwhile, food spending has increased as 
people are forced to spend more time at home and stock up on 
essential goods.  

Lastly, we will receive data on private sector credit for August. 
Credit extended to the private sector grew by a solid pace in 
July – up 0.7% in the month and 4.0% over the year to July. 
Business credit expanded 1.1% in July, after a solid increase of 
1.6% in June. But the lift in July had more to do with businesses 
shoring up their cash flow buffers rather than taking on more 
debt to invest in new equipment or premises. We anticipate a 
0.5% increase in the month, factoring in another increase in 
business credit as Victoria re-entered lockdown.
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Fed to Kick Off Hiking Cycle This Week 
The US Federal Reserve’s two-day meeting commences on 15 March (Washington DC time). Fed 
Chair Powell has effectively confirmed the central bank will kick off the hiking cycle at this 
meeting. He has stated he favours an initial 25 basis point hike. This would lift the target range for 
the federal funds rate from 0.00-0.25% to 0.25-0.50%.  
Markets are fully priced for a 25-basis point move at the meeting (priced at 107% at the time of 
writing). As a result, bond markets may react more to any colour provided in the statement and 
Powell’s press conference, rather than the rate hike itself. 
The first hike from the Fed is a clear demarcation that the era of ultra-easy monetary policy is 
behind us. Several central banks have already begun hiking rates, including the Bank of England, 
the Bank of Canada and the Reserve Bank of New Zealand. However, the actions of the Fed have 
the most significant implications for global financial conditions. Effectively, the Fed sets the most 
important benchmark interest rate for the world.  
Inflation is running red hot in the US. The consumer price index (CPI) rose to a 40-year high in 
February, up 7.9% in year ended terms. The economic recovery, rising energy prices and supply-
chain disruptions have all contributed to the price pressures. Meanwhile, headline personal 
consumption expenditure – the measure targeted by the Fed – hit 6.1% in January. This is more 
than three times than Fed’s 2% inflation target!  
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Plus, inflation is expected to rise further after oil prices surged in early March as the war between 
Russia and Ukraine broke out. The price of West Texas Intermediate crude oil peaked over $130 
early last week, although has since pared back to close at $109 on Friday. Prices at the petrol 
pump remain elevated in the US and around the world, including in Australia. Accordingly, cost-of-
living pressures are becoming an increasingly high-profile issue. Meanwhile, Russia is pressing 
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further into Ukraine and there are ongoing questions about the implications for global geopolitical 
relations. Notably, the US reports that Russia has asked China for military equipment to support its 
invasion of Ukraine. Chinese and US diplomats are set to meet this week in Rome.  
Central bankers will also be keeping a close eye on inflation expectations, which can be a key 
determinant of actual future inflation. According to the University of Michigan household survey 
from March, consumers expect prices to rise by 5.4% over the next 12 months – the highest 
reading since the early 1980s. However, inflation expectations over the next 5-10 years held 
steady at 3.0%. This may provide some comfort to the Fed as it tries to prevent longer-term 
expectations from spiralling out of control.  
Powell has also said the Fed has achieved its goal of ‘maximum employment’, a term which the 
Fed has not defined. In February, the US unemployment rate fell to 3.8%, not far off the 
pre-pandemic low of 3.5%. Plus, wages in the US have also taken off. In fact, US wages growth hit 
4.5% over the year to the December quarter – as measured by the employment cost index. This is 
the fastest growth rate in the series in decades. In contrast, Australia’s wage price index was up 
2.3% over the year to December, which is fairly low relative to historical levels, despite widespread 
reports of labour shortages and a rise in wage expectations.  

3

6

9

12

15

85 90 95 00 05 10 15 20 25

US Unemployment Rate%

Source: Bloomberg

1

2

3

4

5

03 07 11 15 19 23

Wages Growth
(annual % change)

Source: ABS; Bloomberg

Australia
(Wage Price Index)

US
(Employment Cost Index)

  
The expected move from the Fed this week will mark the first hike from the central bank since 
2018. The Fed has already dialled back its bond-buying program; purchases are scheduled to end 
this month.  
The focus now is how fast and how much the Fed will lift rates. We expect a total of five Fed hikes 
in 2021, including successive hikes at the May and June meetings, followed by more hikes in 2023. 
This would take the federal funds target range to 1.75-2.00% (with a mid-point of 1.875%, as 
indicated in our forecast table). Markets are fully priced for six 25-basis-point rate hikes this year. 
Powell has not ruled out a 50 basis point move in the future. In his testimony to the House of 
Representatives earlier this month, Powell flagged that the Fed is prepared to tighten more 
aggressively if inflation was higher than expected, or remained persistently high. 
The Bank of England (BoE) also meets this week and are expected to lift their policy rate by a 
further 25 basis points to 0.75%. The BoE kicked off rate hikes in December 2021 when it lifted the 
policy rate from 0.10% to 0.25%, and has already begun the process of quantitative tightening (i.e. 
shrinking its balance sheet). Annual consumer price inflation in the UK hit 5.5% in January and the 
central bank has forecast it will peak at 7.25% in April, more than triple the 2% target.  
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Separately, labour force data for February will be released this week. Omicron disruptions eased in 
February as case numbers declined and the impact of the Queensland and NSW floods will not be 
felt until the March survey. As a result, we expect the jobs market tightened further and have 
projected that 60k new jobs were added in the month. We anticipate a lift in the participation rate 
from 66.2 to 66.4% – a new record high. In turn, if we are correct, this will result in a 0.1 
percentage point decline in the unemployment rate to 4.1% – the lowest level in more than 
13 years. The surge in case numbers from the Omicron variant underpinned a sharp fall in hours 
worked in January, alongside the summer holidays, while employment numbers held up.  
 

Matthew Bunny, Economist 
Ph: 0421 749 491 
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Housing: China Wobbles, 
Australia Booms

 Chinese property developer Evergrande remains under the 
microscope. Global investors are scrutinising every move of the 
company on the brink of collapse to assess whether this event 
will lead to broader financial and economic contagion. 
 
There have been concerns that a disorderly collapse of the 
property giant could spur a sharp downturn in the Chinese 
property market which could spill over to a protracted slowdown 
in economic growth in the country. This would then have 
broader implications for global growth.
 
This could mean a significant hit to Australia’s resource exports, 
notably iron ore. The Chinese residential property market is an 
important source of the global demand for steel and a sharp 
drop in Chinese demand would add more pressure to an 
already tumbling iron ore price.  

The troubles faced by Evergrande reflect efforts from Chinese 
authorities to clamp down on excessive risks in the financial 
system. This is a positive for sustainable, longer-term growth in 
China. However, Chinese policymakers are playing a balancing 
act. They do not want these efforts to cause a sharp slowdown 
in broader economy.  

There is still considerable uncertainty over how events will 
unfold. It is a complex and evolving situation. The near-term 
outcome will ultimately come down to the effectiveness of 
Chinese policymakers in containing the fallout from 
Evergrande’s woes.  

But over the long-term, the efforts of the authorities to reduce 
risks in the financial system is likely to make the Chinese economy 
stronger. 

Meanwhile in Australia, dwelling prices have recovered from the 
COVID-19 recession faster than any other major economic 
downturn in the past 40 years. And even with lockdowns 
across NSW and Victoria in recent months, the boom has 
continued to steam ahead.  

We will get a data dump on the housing market this week. 

While it might seem surprising that housing prices have 
continued to rise during lockdowns, this is because the 
adjustment in the property market has largely been felt through 
a fall in turnover. Meanwhile, demand remains strong alongside 
low mortgage rates and the listings that are available are being 
snapped up quickly.  

We expect dwelling prices rose a further 1.4% in September, 
following a 1.5% increase in August. In annual terms, dwelling 
prices increased 18.4% over the year to August 2021, marking 
the strongest growth in over 32 years. 

The monthly growth rate has slowed over the past few months, 
although remains elevated, likely reflecting affordability 
constraints pushing price-sensitive buyers out of the market. 
Indeed, lending to first home buyers has dropped off over recent 
months. 

Looking ahead, we expect price growth will continue but at a 
slower pace, as affordability pressures bite. Notably, while 
mortgage rates remain low, saving for a deposit is becoming a 
more and more challenging hurdle for first home buyers, 
especially in Sydney and Melbourne. 

Also this week, data on housing finance approvals for August will 
be released. We anticipate housing finance approvals declined 
by 3.0% in the month, alongside a decline in turnover 
underpinned by lockdowns. In July, housing finance approvals 
were broadly unchanged. Lending for construction has declined 
sharply in recent months as the impact of the Federal 
government’s HomeBuilder scheme continues to unwind. 
Meanwhile, lending to investors has continued to grow at a solid 
clip.  

We will also get a read on building approvals in August this 
week. We expect approvals fell 5.0% following an 8.6% drop in 
July. Approvals have fallen 25% since their March peak, 
alongside the end of HomeBuilder. Despite the massive drop in 
recent months, total building approvals were still over 10% 
higher than their pre-COVID level as at December 2019. We 
expect the HomeBuilder unwind has further to run plus 
lockdown disruptions will also hit approvals. 

Outside of housing, August retail sales data will also be released 
this week. We have forecast a 1.5% decline with parts of NSW, 
Victoria, Queensland, the ACT, and the NT in lockdown for all or 
part of the month. This follows a 2.7% fall in July and a 1.8% 
decline in June. Spending patterns over recent months have 
been consistent with previous lockdowns. There have been 
double-digit falls across clothing, footwear & personal 
accessories, cafes, restaurants & takeaway food services, and 
epartment stores. Meanwhile, food spending has increased as 
people are forced to spend more time at home and stock up on 
essential goods.  

Lastly, we will receive data on private sector credit for August. 
Credit extended to the private sector grew by a solid pace in 
July – up 0.7% in the month and 4.0% over the year to July. 
Business credit expanded 1.1% in July, after a solid increase of 
1.6% in June. But the lift in July had more to do with businesses 
shoring up their cash flow buffers rather than taking on more 
debt to invest in new equipment or premises. We anticipate a 
0.5% increase in the month, factoring in another increase in 
business credit as Victoria re-entered lockdown.
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Separately, labour force data for February will be released this week. Omicron disruptions eased in 
February as case numbers declined and the impact of the Queensland and NSW floods will not be 
felt until the March survey. As a result, we expect the jobs market tightened further and have 
projected that 60k new jobs were added in the month. We anticipate a lift in the participation rate 
from 66.2 to 66.4% – a new record high. In turn, if we are correct, this will result in a 0.1 
percentage point decline in the unemployment rate to 4.1% – the lowest level in more than 
13 years. The surge in case numbers from the Omicron variant underpinned a sharp fall in hours 
worked in January, alongside the summer holidays, while employment numbers held up.  
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There have been concerns that a disorderly collapse of the 
property giant could spur a sharp downturn in the Chinese 
property market which could spill over to a protracted slowdown 
in economic growth in the country. This would then have 
broader implications for global growth.
 
This could mean a significant hit to Australia’s resource exports, 
notably iron ore. The Chinese residential property market is an 
important source of the global demand for steel and a sharp 
drop in Chinese demand would add more pressure to an 
already tumbling iron ore price.  

The troubles faced by Evergrande reflect efforts from Chinese 
authorities to clamp down on excessive risks in the financial 
system. This is a positive for sustainable, longer-term growth in 
China. However, Chinese policymakers are playing a balancing 
act. They do not want these efforts to cause a sharp slowdown 
in broader economy.  

There is still considerable uncertainty over how events will 
unfold. It is a complex and evolving situation. The near-term 
outcome will ultimately come down to the effectiveness of 
Chinese policymakers in containing the fallout from 
Evergrande’s woes.  

But over the long-term, the efforts of the authorities to reduce 
risks in the financial system is likely to make the Chinese economy 
stronger. 

Meanwhile in Australia, dwelling prices have recovered from the 
COVID-19 recession faster than any other major economic 
downturn in the past 40 years. And even with lockdowns 
across NSW and Victoria in recent months, the boom has 
continued to steam ahead.  

We will get a data dump on the housing market this week. 

While it might seem surprising that housing prices have 
continued to rise during lockdowns, this is because the 
adjustment in the property market has largely been felt through 
a fall in turnover. Meanwhile, demand remains strong alongside 
low mortgage rates and the listings that are available are being 
snapped up quickly.  

We expect dwelling prices rose a further 1.4% in September, 
following a 1.5% increase in August. In annual terms, dwelling 
prices increased 18.4% over the year to August 2021, marking 
the strongest growth in over 32 years. 

The monthly growth rate has slowed over the past few months, 
although remains elevated, likely reflecting affordability 
constraints pushing price-sensitive buyers out of the market. 
Indeed, lending to first home buyers has dropped off over recent 
months. 

Looking ahead, we expect price growth will continue but at a 
slower pace, as affordability pressures bite. Notably, while 
mortgage rates remain low, saving for a deposit is becoming a 
more and more challenging hurdle for first home buyers, 
especially in Sydney and Melbourne. 

Also this week, data on housing finance approvals for August will 
be released. We anticipate housing finance approvals declined 
by 3.0% in the month, alongside a decline in turnover 
underpinned by lockdowns. In July, housing finance approvals 
were broadly unchanged. Lending for construction has declined 
sharply in recent months as the impact of the Federal 
government’s HomeBuilder scheme continues to unwind. 
Meanwhile, lending to investors has continued to grow at a solid 
clip.  

We will also get a read on building approvals in August this 
week. We expect approvals fell 5.0% following an 8.6% drop in 
July. Approvals have fallen 25% since their March peak, 
alongside the end of HomeBuilder. Despite the massive drop in 
recent months, total building approvals were still over 10% 
higher than their pre-COVID level as at December 2019. We 
expect the HomeBuilder unwind has further to run plus 
lockdown disruptions will also hit approvals. 

Outside of housing, August retail sales data will also be released 
this week. We have forecast a 1.5% decline with parts of NSW, 
Victoria, Queensland, the ACT, and the NT in lockdown for all or 
part of the month. This follows a 2.7% fall in July and a 1.8% 
decline in June. Spending patterns over recent months have 
been consistent with previous lockdowns. There have been 
double-digit falls across clothing, footwear & personal 
accessories, cafes, restaurants & takeaway food services, and 
epartment stores. Meanwhile, food spending has increased as 
people are forced to spend more time at home and stock up on 
essential goods.  

Lastly, we will receive data on private sector credit for August. 
Credit extended to the private sector grew by a solid pace in 
July – up 0.7% in the month and 4.0% over the year to July. 
Business credit expanded 1.1% in July, after a solid increase of 
1.6% in June. But the lift in July had more to do with businesses 
shoring up their cash flow buffers rather than taking on more 
debt to invest in new equipment or premises. We anticipate a 
0.5% increase in the month, factoring in another increase in 
business credit as Victoria re-entered lockdown.
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Market updates 27/09/2021
PX_LAST CHG_PCT_5DCHG_PCT_MTDCHG_PCT_QTDCHG_PCT_YTD

Asset Classes 1 week MTD QTD YTD Cash Rate Level (%) 3 month 6 month 12 month 1 year
Australian Equities AS52T Index -0.8 -1.7 2.0 15.2 United States Dollar (USD) FEDL01 Index0.08 0.08 0.08 0.10
Australian Listed Property ASA6PROP Index -1.5 -0.5 6.3 17.1 Australian Dollar (AUD) RBATCTR Index0.10 0.10 0.10 0.10
International Equities (Hedged) WHANWHNR Index 0.3 -0.9 3.6 18.2 Euro (EUR) EUORDEPO  Index-0.50 -0.50 -0.50 -0.50
International Equities (Unhedged) EANREXAN Index 0.6 -0.3 7.0 24.4 YLD_YTM_MIDYLD_CHG_NET_5DYLD_CHG_MTD_MID_NETYLD_CHG_QTD_MID_NETYLD_CHG_

NET_1Y
International Listed Property (Hedged) RGHATR Index -0.8 -3.4 1.9 19.1
Australian Fixed Interest BACM0 Index -0.5 -1.1 0.7 -1.0 Global bonds - 10yr Yield (%) 1 week MTD QTD Range (1yr)
International Fixed Interest (Hedged) LEGATRAH Index -0.3 -0.6 0.4 -1.2 Australia GTAUD10Y govt1.41 11 25 -12

US GTUSD10Y govt1.45 9 14 -2
North America Level 1 week MTD QTD YTD UK GTGBP10Y govt0.92 8 21 21
DOW JONES INDUS INDU Index34798 0.6 -1.6 0.9 13.7 Germany GTDEM10Y govt-0.23 5 16 -2
S&P 500 SPX Index4455 0.5 -1.5 3.7 18.6 Japan GTJPY10Y govt0.05 1 3 0
NASDAQ CCMP Index15048 0.0 -1.4 3.7 16.8 Italy GTITL10Y govt0.78 6 7 -4
RUSSELL 2000 RTY Index2248 0.5 -1.1 -2.7 13.8 Spain GTESP10Y govt0.41 5 7 0
Europe Portugal GTPTE10Y govt0.32 6 11 -7
DOW Jones STOXX 600 SXXP Index463 0.3 -1.6 2.3 16.1 Switzerland GTCHF10Y govt-0.18 4 17 7
U.K. (FTSE 100) UKX Index7051 1.3 -1.0 0.2 9.1 Greece GTGRD10Y govt0.81 0 5 -1
Germany DAX Index15532 0.3 -1.9 0.0 13.2 Brazil GTBRL10Y govt10.95 -18 45 186
Asia Pac China GTCNY10Y Govt2.87 -1 2 -22
S&P/ASX 200 AS51 Index7343 -0.8 -2.6 0.4 11.5 PX_LAST CHG_NET_5DCHG_NET_MTDCHG_NET_QTD
NIKKEI 225 NKY Index30249 -0.9 7.7 5.1 10.2
HANG SENG HSI Index24192 -1.9 -6.5 -16.1 -11.2 Credit Markets Spread (bps) 1 week MTD QTD Range (1yr)
CSI 300 SHSZ300 Index4849 -0.4 0.9 -7.2 -6.9 US A CSI A Index72 -1 1 5
Korea KOSPI Index3125 -0.7 -2.3 -5.2 8.8 US BBB CSI BBB Index105 -3 -4 1
India SENSEX Index60048 1.7 4.3 14.4 25.8 US HY CSI BARC Index246 6 -8 18
LATAM CDX North America HY CDX HY CDSI GEN 5Y SPRD Corp275 -10 0 2
Brazil IBOV Index113283 1.7 -4.6 -10.7 -4.8 CDX North America IG CDX IG CDSI GEN 5Y Corp51 -3 5 3
Mexico MEXBOL Index51106 -0.4 -4.1 1.6 16.0 iTraxx Europe HY itrx xover cdsi gen 5y corp242 -11 14 10
Argentina MERVAL Index74180 -5.5 -3.0 18.9 44.8 iTraxx Europe IG ITRX EUR CDSI GENERIC 5Y Corp49 -2 4 2
S&P/ASX 200 - Sectors
Financials AS51FIN Index6638 -1.3 -0.4 2.0 22.1
Materials AS51MATL Index15015 -2.6 -11.3 -12.5 -4.2 Commodities Price (US$) 1 week MTD QTD Range (1yr)
Energy AS51ENGY Index8142 4.9 9.4 1.1 1.0 Gold GCA Comdty1748.8 -0.9 -3.8 -1.5
IT AS51IT Index2403 1.1 1.3 10.2 9.3 Copper HGA Comdty428.9 4.2 -2.0 0.1
Healthcare AS51HC Index47249 -0.5 -1.3 6.7 12.9 WTI Crude CLA Comdty74.6 6.3 9.2 5.2
Cons disc AS51COND Index3524 0.1 -1.1 1.5 21.1 Brent Crude COA Comdty78.6 6.4 9.8 7.7
Industrials AS51INDU Index6561 -1.4 -1.0 5.8 9.8 Iron Ore TIOA Comdty120.1 -2.4 -19.4 -38.9
Cons staples AS51CONS Index13497 0.6 -5.2 2.4 6.8 MOV_AVG_5DMOV_AVG_20DMOV_AVG_120D
Telecoms AS51TELE Index1566 1.2 1.6 4.2 23.4
Utilities AS51UTIL Index6023 3.8 1.1 2.6 -5.9 Currencies Price 5D MA 20D MA 120D MA Range (1yr)

AUDUSD AUDUSD CURNCY0.7265 0.7260 0.7329 0.7522
Volatility Level 5D MA 20D MA 120D MA Range (1yr) EURUSD EURUSD CURNCY1.1720 1.1718 1.1790 1.1930
Equity Volatility (VIX) VIX Index17.8 21.5 18.9 18.0 GBPUSD GBPUSD CURNCY1.3666 1.3669 1.3766 1.3896
Treasury Volatility (MOVE) MOVE Index58.5 58.0 56.1 58.4 USDJPY USDJPY CURNCY110.79 110.17 109.94 109.71
Currency Volatility (VXY) JPMVXYG7 Index5.9 6.0 5.9 6.1 USDCNY USDCNY CURNCY6.4662 6.4622 6.4587 6.4643

Source: Bloomberg/BT Investment Solutions. 
Indices used: Australian Equities – S&P/ASX 300 Accumulation Index; Australian Listed Property – S&P/ASX 300 AREIT Accumulation Index; International Equities (Hedged) – MSCI World Ex Australia Hedged AUD Net Total; International Equities 
(Unhedged) – MSCI World ex Australia Net Return in AUD; International Listed Property (Hedged) –  FTSE EPRA/NAREIT Developed Hedged in AUD Net TRI; Australian Fixed Interest – Bloomberg AusBond Composite 0+ Yr Index; International Fixed 
Interest – Bloomberg Barclays Global-Aggregate Total Return Index Value Hedged AUD; Equity Volatility – CBOE Volatility Index; Treasury Volatility – Merrill Lynch Option Volatility Estimate MOVE Index; Currency Volatility – J.P. Morgan G7 
Volatility Index.
*Interest rate outlook is based on consensus market pricing.

Index returns (%)

Index returns (%)

*Outlook (%)

Change (bps)

Level

Change (bps)

Change (%)

Level

 

 

27th September 2021  

 Weekly Economic Commentary
 

Housing: China Wobbles, 
Australia Booms

 Chinese property developer Evergrande remains under the 
microscope. Global investors are scrutinising every move of the 
company on the brink of collapse to assess whether this event 
will lead to broader financial and economic contagion. 
 
There have been concerns that a disorderly collapse of the 
property giant could spur a sharp downturn in the Chinese 
property market which could spill over to a protracted slowdown 
in economic growth in the country. This would then have 
broader implications for global growth.
 
This could mean a significant hit to Australia’s resource exports, 
notably iron ore. The Chinese residential property market is an 
important source of the global demand for steel and a sharp 
drop in Chinese demand would add more pressure to an 
already tumbling iron ore price.  

The troubles faced by Evergrande reflect efforts from Chinese 
authorities to clamp down on excessive risks in the financial 
system. This is a positive for sustainable, longer-term growth in 
China. However, Chinese policymakers are playing a balancing 
act. They do not want these efforts to cause a sharp slowdown 
in broader economy.  

There is still considerable uncertainty over how events will 
unfold. It is a complex and evolving situation. The near-term 
outcome will ultimately come down to the effectiveness of 
Chinese policymakers in containing the fallout from 
Evergrande’s woes.  

But over the long-term, the efforts of the authorities to reduce 
risks in the financial system is likely to make the Chinese economy 
stronger. 

Meanwhile in Australia, dwelling prices have recovered from the 
COVID-19 recession faster than any other major economic 
downturn in the past 40 years. And even with lockdowns 
across NSW and Victoria in recent months, the boom has 
continued to steam ahead.  

We will get a data dump on the housing market this week. 

While it might seem surprising that housing prices have 
continued to rise during lockdowns, this is because the 
adjustment in the property market has largely been felt through 
a fall in turnover. Meanwhile, demand remains strong alongside 
low mortgage rates and the listings that are available are being 
snapped up quickly.  

We expect dwelling prices rose a further 1.4% in September, 
following a 1.5% increase in August. In annual terms, dwelling 
prices increased 18.4% over the year to August 2021, marking 
the strongest growth in over 32 years. 

The monthly growth rate has slowed over the past few months, 
although remains elevated, likely reflecting affordability 
constraints pushing price-sensitive buyers out of the market. 
Indeed, lending to first home buyers has dropped off over recent 
months. 

Looking ahead, we expect price growth will continue but at a 
slower pace, as affordability pressures bite. Notably, while 
mortgage rates remain low, saving for a deposit is becoming a 
more and more challenging hurdle for first home buyers, 
especially in Sydney and Melbourne. 

Also this week, data on housing finance approvals for August will 
be released. We anticipate housing finance approvals declined 
by 3.0% in the month, alongside a decline in turnover 
underpinned by lockdowns. In July, housing finance approvals 
were broadly unchanged. Lending for construction has declined 
sharply in recent months as the impact of the Federal 
government’s HomeBuilder scheme continues to unwind. 
Meanwhile, lending to investors has continued to grow at a solid 
clip.  

We will also get a read on building approvals in August this 
week. We expect approvals fell 5.0% following an 8.6% drop in 
July. Approvals have fallen 25% since their March peak, 
alongside the end of HomeBuilder. Despite the massive drop in 
recent months, total building approvals were still over 10% 
higher than their pre-COVID level as at December 2019. We 
expect the HomeBuilder unwind has further to run plus 
lockdown disruptions will also hit approvals. 

Outside of housing, August retail sales data will also be released 
this week. We have forecast a 1.5% decline with parts of NSW, 
Victoria, Queensland, the ACT, and the NT in lockdown for all or 
part of the month. This follows a 2.7% fall in July and a 1.8% 
decline in June. Spending patterns over recent months have 
been consistent with previous lockdowns. There have been 
double-digit falls across clothing, footwear & personal 
accessories, cafes, restaurants & takeaway food services, and 
epartment stores. Meanwhile, food spending has increased as 
people are forced to spend more time at home and stock up on 
essential goods.  

Lastly, we will receive data on private sector credit for August. 
Credit extended to the private sector grew by a solid pace in 
July – up 0.7% in the month and 4.0% over the year to July. 
Business credit expanded 1.1% in July, after a solid increase of 
1.6% in June. But the lift in July had more to do with businesses 
shoring up their cash flow buffers rather than taking on more 
debt to invest in new equipment or premises. We anticipate a 
0.5% increase in the month, factoring in another increase in 
business credit as Victoria re-entered lockdown.
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