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The Art of Being Subtle 

• The Reserve Bank (RBA) left the cash rate unchanged at 1.50% at its board meeting today, as 

widely expected.  

• The accompanying media statement was not significantly different from the one published at 

the last board meeting on August 1. However, there were some subtle changes.  

• These subtle changes together suggest a slightly more optimistic outlook from the RBA. The 

main changes to the statement were regarding business investment, the labour market and 

consumer spending in the domestic economy.  

• The RBA appears more confident of the improvement in business investment, the outlook for 

jobs growth and perhaps less uncertain about the outlook for consumption. 

• The Australian dollar remained in focus, although the wording remained the same. 

• We continue to expect the RBA to leave the cash rate on hold at 1.50% this year and into next 

year. But consensus among economists and financial market pricing has shifted considerably 

in recent months with a rate hike cycle expected to commence next year. 

 

The Reserve Bank (RBA) left the cash rate unchanged at 1.50% at its board meeting today, as 

widely expected. The accompanying media statement was not significantly different from the one 

published at the last board meeting on August 1. However, there were some subtle changes. 

These subtle changes together suggest a slightly more optimistic outlook from the RBA. 

The main changes to the statement were regarding business investment, the labour market and 

consumer spending in the domestic economy.  

On business investment, the RBA notes that the “outlook for non-mining investment has improved 

recently and reported business conditions are at a high level”. It compares to the RBA previously 

remarking that business conditions have improved and a pick-up in non-mining business 

investment is expected. The change in sentiment likely reflects the more encouraging signs from 

business credit and private capital expenditure data, which suggests a recovery in business 

investment might now be starting to take hold. 

On the labour market, the RBA now uses much stronger language to describe employment growth 

in the period ahead. The RBA moves from expecting employment growth in the period ahead to 

be continue (on August 1) to being “solid” (today). The RBA continues to expect the 

unemployment rate to decline a little over the next couple of years. 

Rather than expect wage growth to remain “low” and “continue” to be low “for a while yet”. The 
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RBA now expects that “stronger conditions in the labour market should see some lift in wages 

growth over time”. Wages growth currently remains low. 

The RBA continues to be cautious around the outlook for consumer spending by noting that “slow 

growth in real wages and high levels of household debt are likely to constrain future growth in 

spending”. However, the RBA dropped its reference to the outlook for consumption as being a 

source of uncertainty and noted that “retail sales have picked up recently”. 

On the hot topic of housing, the RBA added very little new information, although it did single out 

Sydney when remarking that housing conditions are easing. 

The Australian dollar remained on the worry list in our view. The statement about the Australian 

dollar did not change, but it continues to highlight a Reserve Bank that would like to see a weaker 

Australian dollar. 

In our view, the RBA remains on hold at 1.50% this year and into 2018. But expectations among 

economists and financial market participants has shifted considerably in recent months. More 

economists now expect the RBA will tap on the brakes before the end of next year. Financial 

market pricing agrees. A pick up in inflationary pressures and economic activity might be needed 

to ensure this consensus forecast proves correct. The RBA statement notes inflation is low but is 

expected to gradually pick up as the economy strengthens.  

 

 

 

Besa Deda, Chief Economist 
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The information contained in this report (.the Information.) is provided for, and is only to be used by, persons in Australia. The information may not 

comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives 

or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 

recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be 

made on the basis of the Information without first seeking expert financial advice. For persons with whom BankSA has a contract to supply 

Information, the supply of the Information is made under that contract and BankSA’s agreed terms of supply apply. BankSA does not represent or 

guarantee that the Information is accurate or free from errors or omissions and BankSA disclaims any duty of care in relation to the Information and 

liability for any reliance on investment decisions made using the Information. The Information is subject to change. Terms, conditions and any fees 

apply to BankSA products and details are available. BankSA or its officers, agents or employees (including persons involved in preparation of the 

Information) may have financial interests in the markets discussed in the Information. BankSA owns copyright in the information unless otherwise 

indicated. The Information should not be reproduced, distributed, linked or transmitted without the written consent of BankSA. 

 

  

Any unauthorized use or dissemination is prohibited. Neither BankSA- A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 

ACL 233714, nor any of Westpac's subsidiaries or affiliates shall be liable for the message if altered, changed or falsified.  If you  no longer wish to 

receive this information, please reply to this email with the word ‘Unsubscribe’ in the subject heading along with your full name and company name. 
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