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OECD real GDP growth forecasts

Global economic growth seems likely to slow after this yearõs stimulus-
induced ôbounceõ é

OECD unemployment rate forecasts

Source: University of Oxford, Our World in Data.
Sources: 

https://ourworldindata.org/coronavirus
https://www.oecd.org/economy/outlook/statistical-annex/


é because (with the partial exception of the US) nothing has been done 
(or will be) to tackle long-standing ôstructuralõ headwinds to growth
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OECD area potential GDP 

growth

Growth in the OECD area 

productive capital stock

OECD area labour productivity 

growth

Sources: OECD, Economic Outlook No. 109 - Statistical Annex, Volume 2021, No. 1, 31st May 2021; Corinna. 
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https://www.oecd.org/economy/outlook/statistical-annex/


Technological change is likely to continue an638oT a rapid pace ð but itõs not 
clear638oTwhether or638oThow much this will boost overall productivity growth
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https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/McKinsey%20Digital/Our%20Insights/The%20top%20trends%20in%20tech%20final/Tech-Trends-Exec-Summary


ôUpstreamõ price pressures have intensified around the world:

6

https://www.drewry.co.uk/supply-chain-advisors/supply-chain-expertise/world-container-index-assessed-by-drewry
https://www.bls.gov/ppi/
https://ec.europa.eu/eurostat/databrowser/view/sts_inpp_m/default/table?lang=en
https://www.boj.or.jp/en/statistics/pi/cgpi_release/index.htm/
https://www.statcan.gc.ca/eng/subjects-start/prices_and_price_indexes/producer_price_indexes


62% of the increase in the ôcoreõ US CPI over the past three months has 

https://www.bls.gov/cpi/tables/supplemental-files/home.htm


https://www.bea.gov/news/2021/personal-income-and-outlays-may-2021
https://www.clevelandfed.org/en/our-research/indicators-and-data/median-cpi.aspx
https://www.bea.gov/news/2021/personal-income-and-outlays-may-2021
https://www.clevelandfed.org/en/our-research/indicators-and-data/median-cpi.aspx
http://www.sca.isr.umich.edu/
https://www.minneapolisfed.org/banking/current-and-historical-market--based-probabilities


The Australian economy

For more details…





https://ourworldindata.org/coronavirus
https://ourworldindata.org/coronavirus
https://www.imf.org/en/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19


https://ourworldindata.org/covid-vaccinations
https://ourworldindata.org/covid-vaccinations


ôVaccine hesitancyõ is a barrier to returning to ônormalõ ð and Australia has 
the highest vaccine hesitancy out of 14 ôadvancedõ economies

Covid-19 vaccine hesitancy, selected ôadvancedõ 

economies, June 2021

Note: Results for UK and Canada are for May. June results for Australian states will be released on Wednesday 14th July.

Sources: Imperial College London and YouGov, Covid 19 Behaviour Tracker Data Hub 
14

Australians ôstrongly agreeing or agreeingõ that 

they would get a vaccine when available
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https://github.com/YouGov-Data/covid-19-tracker
https://github.com/YouGov-Data/covid-19-tracker
https://www.abs.gov.au/statistics/people/people-and-communities/household-impacts-covid-19-survey/latest-release


Australiaõs restrictions are now once again more stringent than the average 
of ôadvancedõ economies
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Number of days for which the stringency of restrictions 

has been above 70 on the Oxford Index

The Oxford COVID-19 Government Response Tracker collects publicly available information on 11 indicators of government response including school  and workplace 

closures, public events cancellations, restrictions on public gatherings, stay at home requirements, public transport closures, domestic and international travel restrictions, 

public information campaigns, testing and contact tracing.  Source:  Blavatnik School of Government, Oxford University. Data up to 2nd - 7th July, except for Brazil, 21st

June, South Africa, 24th June, and Indonesia, Malaysia and US, 28th June.  
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https://www.bsg.ox.ac.uk/research/research-projects/coronavirus-government-response-tracker#data


é but Australiaõs border measures have been stricter than almost any 
other country (and certainly any democracy)
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❑ Article 12 of the United Nations International Covenant on Civil and Political Rights (which Australia signed in 1972,

and which it ratified in 1980) says

− òeveryone shall be free to leave any country, including his [sic] ownó and òno-one shall be arbitrarily deprived of the right to

enter his [sic] own countryó

❑ Australia is the only democracy in the world

the only democracy in 0) says�ï

https://www.ohchr.org/en/professionalinterest/pages/ccpr.aspx
https://legalanswers.sl.nsw.gov.au/human-rights-australia/implementing-treaties-australian-law#:~:text=Chapter%204c%3A%20Implementing%20treaties%20in%20��������Vlogn%20law&text=At%20the%20Federal%20level%2C%20��������Vlog,law%20directly%20implementing%20the%20ICCPR.&text=In%201986%20the%20��������Vlogn%20Human,ratified%20the%20ICCPR%20in%201980.
https://www.abc.net.au/news/2021-05-10/federal-court-judge-throws-out-part-of-india-travel-ban/100129520
https://www.theage.com.au/national/australia-s-covid-19-travel-ban-is-now-stricter-than-saudi-arabia-s-20210518-p57sqr.html
https://www.theaustralian.com.au/nation/politics/scott-morrison-pulled-both-ways-on-borders/news-story/558285796b2d2914afd4185698ee132f


Australiaõs strategy is starting to attract more critical attention

17 Source: Edtorial, The Financial Times, 10th July 2021.

https://on.ft.com/3ATMDIa


https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/sep-2020
https://www.abs.gov.au/statistics/people/population/historical-population/latest-release#data-download
https://www.abs.gov.au/statistics/people/population/migration-australia
https://www.abs.gov.au/AUSSTATS/abs@.nsf/allprimarymainfeatures/4FA76C79CD9B0D12CA25766B00192FD4?opendocument
https://www.abs.gov.au/AUSSTATS/abs@.nsf/allprimarymainfeatures/CF29F97B6C241BABCA25763B001D6EF5?opendocument


The closure of Australiaõs borders means that itõs much easier to reduce 
unemployment for any given rate of jobs growth

Monthly growth in civilian working-age population

19 Source: ABS, Labour Force, Australia, May 2021; Corinna.   

❑ Over the decade prior to the onset of Covid-19, the civilian 

working-age population (people aged 15 and over) grew by 

an average of 26K a month ð meaning that 16½K new jobs a 

month, on average, were required to keep the unemployment 

rate constant (assuming an unchanged participation rate)

❑ But since last October, the working-age population has risen 

by an average of less than 5K a month ð which means that 

anything more than 3K new jobs a month will result in a fall in 

the unemployment rate, all else being equal 
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/oct-2020


https://www.abs.gov.au/statistics/economy/international-trade/international-trade-goods-and-services-australia/mar-2021


https://www.abs.gov.au/statistics/industry/retail-and-wholesale-trade/retail-trade-australia/apr-2021
https://www.abs.gov.au/statistics/industry/building-and-construction/building-approvals-australia/latest-release
https://www.fcai.com.au/news/index/view/news/659


Business confidence was at a record high in May, but has fallen in the
wake of lockdowns in four states during June

Business confidence, states and territories

Sources: National Australia Bank Monthly Business Survey, June 2021. 
22

Business confidence

https://business.nab.com.au/wp-content/uploads/2020/12/NAB-Monthly-Business-Survey-June-2021.pdf


https://business.nab.com.au/wp-content/uploads/2020/12/NAB-Monthly-Business-Survey-June-2021.pdf
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2 4

https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/economics-research/er20201209BullConsumerSentiment.pdf




https://www.corelogic.com.au/housing-update
https://sqmresearch.com.au/graph_vacancy.php


https://www.abs.gov.au/statistics/economy/finance/lending-indicators/latest-release
https://www.abs.gov.au/statistics/economy/finance/lending-indicators/latest-release
https://www.apra.gov.au/quarterly-authorised-deposit-taking-institution-statistics


https://www.abs.gov.au/statistics/labour/employment-and-unemployment/job-vacancies-australia/latest-release
https://business.nab.com.au/nab-quarterly-business-survey-march-2021-45942/
https://www.australianchamber.com.au/publications/australian-chamber-westpac-survey-of-industrial-trends-march-2021/
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/job-vacancies-australia/latest-release
https://business.nab.com.au/nab-quarterly-business-survey-march-2021-45942/
https://www.australianchamber.com.au/publications/australian-chamber-westpac-survey-of-industrial-trends-march-2021/
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/latest-release
https://www.ag.gov.au/industrial-relations/enterprise-agreements-data/trends-federal-enterprise-bargaining
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/job-vacancies-australia/latest-release
https://business.nab.com.au/nab-quarterly-business-survey-march-2021-45942/
https://www.australianchamber.com.au/publications/australian-chamber-westpac-survey-of-industrial-trends-march-2021/
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/latest-release
https://www.ag.gov.au/industrial-relations/enterprise-agreements-data/trends-federal-enterprise-bargaining
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release


What does all this mean for the Reserve Bank?

29

❑ The Reserve Bank has repeatedly stipulated that it will keep its official cash rate at 0.1% pa until





31

Australia and New Zealand per capita GDP as a percentage of the United States

During the ôold protectionist eraõ, Australian living standards slipped from 
over 10% above those of the US to more than 25% below

Source: 

https://www.rug.nl/ggdc/historicaldevelopment/maddison/releases/maddison-project-database-2020


32

Growth in real per capita gross domestic product 

(GDP) and gross national income (GNI) 

The slowdown in per capita income growth over the past decade is mainly 
due to slower productivity growth and the absence of terms of trade gains

Contributors to growth in real per capita gross 

national income (GNI)

Source: Productivity Commission, Productivity Insights 2021, 17th June. 

Note: “2010s” excludes 2019-20. Gross national income is GDP plus the income arising from changes in the ‘Terms of trade’ (the ratio of export to import prices) and from ‘net 

foreign income’ (the income from foreign assets owned by Australians less the income paid to foreign owners of assets in Australia). 

Source: Productivity Commission, Productivity Insights 2021, 17th June. 
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https://www.pc.gov.au/research/ongoing/productivity-insights/recent-developments-2021
https://www.pc.gov.au/research/ongoing/productivity-insights/recent-developments-2021


An ongoing ôheadwindõ for Australiaõs economy is likely to be the 
deterioration in bilateral relations with our largest export market

Australiaõs merchandise exports to China, 2019-20

Note: ‘Wood’ includes wood products; ‘dairy’ includes milk, cream, butter & cheese; ‘seafood’ 

includes crustaceans, fish and processed seafood; ‘other’ includes confidential items.  

Sources:  Australian Department of Foreign Affairs & Trade, Trade Statistical Pivot Tables; 

Corinna.33

❑ China accounted for 39Ĳ% of Australiaõs merchandise exports in 

FY 2019-20 (the largest proportion any country has since the mid-

1950s when 36% of Australiaõs exports went to the UK)

− of which iron ore & concentrates accounts for 56%

❑ China also accounted for 19% of Australiaõs services exports in CY 

2019 of which tourism & education accounted for over 90%)

❑ China has no real alternatives to Australian iron ore in the near 

term ð but it has been progressively expanding the range of other 

https://www.dfat.gov.au/about-us/publications/trade-statistical-pivot-tables
https://www.lowyinstitute.org/the-interpreter/big-bark-small-bite-china-s-trade-coercion
https://budget.qld.gov.au/files/BP2_2._Economic_performance_and_outlook.pdf
https://www.abc.net.au/news/2021-07-07/australia-china-trade-tensions-official-economic-punishment/100273964


https://www.dfat.gov.au/sites/default/files/country-commodity-pivot-table-monthly-jul-2018-apr-2021.xlsx


China can cause Australia economic pain because weõre very dependent 
on it, and are one of the few countries with whom China runs a deficit

Merchandise exports to China 

as a pc of total

Sources:  IMF, Direction of Trade Statistics; Taiwan Ministry of Economic Affairs, Bureau of Foreign Trade. Return to "What's New“. 
35

Merchandise imports from China 

as a pc of total
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Chinaõs bilateral merchandise trade 

balances

-150

-100

-50

0

50

100

150

200

250

300

350

U
S

H
o

n
g

 K
o

n
g

N
e

th
e

rla
n

d
s

In
d

ia
U

K
V

ie
tn

a
m

M
e

x
ic

o
P

h
ilip

p
in

e
s

S
in

g
a

p
o

re
U

A
E

S
p

a
in

Ita
ly

In
d

o
n

e
sia

C
a

n
a

d
a

M
y
a

n
m

a
r

K
a

za
k
h

sta
n

C
o

lo
m

b
ia

N
o

rth
 K

o
re

a
Fra

n
c

e
N

o
rw

a
y

Th
a

ila
n

d
S
w

e
d

e
n

V
e

n
e

zu
e

la
Ira

n
N

Z



A matter of importance for South Australia
(but not just South Australia)

For more details…



South Australia is more dependent on its share of GST revenues than any 
other jurisdiction except Tasmania and the Northern Territory



In 2018, the Federal Government ôchanged the rulesõ in response to a 
sustained campaign from successive Western Australian governments

38

❑ Although Western Australia had been a beneficiary for almost 70 years of ôhorizontal fiscal equalizationõ (HFE) as administered 
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Statesõ shares of total ôgeneral revenue grantsõ from the Commonwealth relative to their population shares

WA benefited from ôhorizontal fiscal equalizationõ for 70 years ð but when 
they became rich enough to be a ôdonorõ they want the rules changed
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https://www.cgc.gov.au/sites/default/files/general_revenue_grants_from_1910_0.xlsx
https://www.cgc.gov.au/sites/g/files/net5366/f/documents/About/Inquiry%20Accompanying%20Documents/TrendsInHFE/CGC%20-%20Trends%20in%20horizontal%20fiscal%20equalisation.pdf
https://www.abs.gov.au/statistics/people/population/historical-population/latest-release
https://budget.gov.au/2021-22/content/bp3/index.htm


NSW and Victoria were never as ôrichõ, or had the same capacity to raise 
revenue, by as big a margin as WA has been in the past decade

Sources: ABS, Australian National Accounts: State Accounts, 2019-20; Commonwealth Grants Commission, 

https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-state-accounts/latest-release
https://www.cgc.gov.au/sites/default/files/6._revenue_and_expense_ratios.xlsx


WAõs mineral royalty revenues have again risen more strongly than those 
of other states thanks to the ôsecond waveõ of sky-high iron ore prices

Note: Western Australia’s iron ore price assumptions are expressed inclusive of cost and freight (‘CFR’), which adds around US$10/t to

https://www.wa.gov.au/sites/default/files/2021-02/2020-21-pfps.pdf


https://www.wa.gov.au/sites/default/files/2021-02/2020-21-pfps.pdf


The cost of placating Western Australia has risen dramatically ð even 
though WAõs budgetary position has improved substantially

Commonwealth Government ôhorizontal 

fiscal equalization (HFE) transition paymentsõ

Sources: Australian Treasury, Government interim response to Productivity Commission inquiry into horizontal fiscal equalization, 5th July 2018, Final Budget Outcome 

2019-20, 30th September 2020, and 2021-22 Budget Paper No. 3 - Federal Financial Relations, 11th May 2021; Government of Western Australia, State Budget 2018-19 

Budget Paper No. 3: Economic and Fiscal Outlook, 10th May 2018; Pre-Election Financial Projections Statement, 8th February 2021; Corinna.  43

Western Australiaõs ôgeneral governmentõ 

net operating surplus
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https://treasury.gov.au/publication/p2018-308096
https://archive.budget.gov.au/2019-20/fbo/download/FBO-2019-20.pdf
https://budget.gov.au/2021-22/content/bp3/index.htm
https://www.ourstatebudget.wa.gov.au/2018-19/budget-papers/bp3/2018-19-wa-state-budget-bp3.pdf
https://www.wa.gov.au/sites/default/files/2021-02/2020-21-pfps.pdf


South Australia will be a big loser from the ôdealõ to placate WA when the 
ôtransitional guaranteeõ expires in 2027-28

44

Victorian Treasury estimates of impact on state and territory budgets when the Commonwealth Governmentõs 

ôtransitional guaranteeõ that ôno state or territory will be worse off than it would have been under the ôold rulesõ 

expires in 2027-28

Note: Figures are in $mn.  Source: Victorian Department of Treasury and Finance



Yet by comparison with what other States have had to say about this in 
their Budget Papers

45

Victoriaõs 2021-22 Budget Papers

Queenslandõs 2021-22 Budget Papers

New South Walesõ 2021-22 Budget Papers

South Australiaõs 2021-22 Budget Papers

Yet by comparison with what other States have had to say about this in 
their Budget Papers, SA has been surprisingly circumspect


