
FEBRUARY 2019

Prepared for Urban Taskforce 

Australia 

FINAL REPORT 

ECONOMIC BENEFITS 

ANALYSIS FOR CIRCULAR 

QUAY PRECINCT

THE STATE OF THE MARKET
SYDNEY

“Still waiting for Godot”



AUSTRALIA FACES A DIVERSE SET OF MARKET 
DYNAMICS IN 2019-20 
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Cyclical

o Moderating global and domestic GDP growth

o Marked slowing in global trade and industrial production 

o Tightening financial conditions in major advanced economies

o Continuing low inflation and cost pressures

o Low risk premiums and below average investment returns   

Structural 
o Weaker macro-economic policy buffers and little progress in 

boosting potential output 

o Persistently low growth in household income in the major 

advanced economies, including Australia 

o Weakening productivity growth as restrictions on global trade 

and immigration spread 

o Slowing globalisation in response to rising protectionist 

sentiment      



AUSTRALIA REJOINS THE STRUGGLE FOR POTENTIAL 
GROWTH AMONGST THE ADVANCED ECONOMIES 
The Australian economy grew at a sub-trend rate of around 2.75% in 2018 with GDP growth now expected to 

ease to 2.5% in 2019-20.

Australian non-mining business investment continues to expand at an annual rate of 3.5%, led by non-

residential construction activity (including buildings and infrastructure-related projects).

Weak growth in household income and easing house prices are likely to pose a risk to consumption growth, 

particularly given the high levels of household debt.  

Business and consumer sentiment will continue to be changeable as the NSW state and national election cycles 

begin to gather pace against a background of reactive policy. 

The Australian dollar will ease further against a resurgent US dollar, reflecting the impact of rising US interest 

rates, tax cuts and higher government spending. But the trade-weighted value of the Australian dollar is 

expected to remain supported by a still favourable terms of trade. 

The conditions in Australia’s major housing markets, notably Sydney and Melbourne should continue to ease, 

with declines in prices from their peaks likely to be extremely uneven.   

Australia’s policy environment is expected to remain highly accommodative in the near term, as the balance of 

risks to growth and inflation remain under close scrutiny with the Reserve Bank of Australia most recently stating 

that “the Board does not see a strong case to adjust the cash rate in the near term. It will maintain its medium-

term focus, aimed at achieving its objectives of full employment, inflation averaging 2–3 per cent and 

financial stability.” 
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MAJOR TRADING PARTNER GROWTH REMAINS A KEY 
SUPPORT FOR THE AUSTRALIAN ECONOMY 
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Source: ABS, CEIC, IMF and RBA, February 2019 Source: CEIC and RBA, February 2019



THE AUSTRALIAN ECONOMY NOW FACES A MORE FICKLE 
DOMESTIC DEMAND ENVIRONMENT  
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Source: ABS, February 2019

Source: ABS and RBA, February 2019



MOMENTUM IN THE NON-MINING SECTORS HAS 
PLATEAUED AS THE HEADWINDS BUILD  
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Source: ABS and RBA, February 2019

Source: ABS and RBA, February 2019



AUSTRALIAN HOUSE PRICES WILL CONTINUE TO EASE AS 
DEMAND FOR HOUSING CREDIT EBBS

7

Source: ABS, APM, CoreLogic, RBA and Residex, February 2019 Source: ABS and RBA, February 2019



THE AUSTRALIAN DOLLAR MAY BE FURTHER 
CHALLENGED BY A RESURGENT US DOLLAR
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Source: ABS, RBA, Refinitiv and WM/Reuters, February 2019
Source: Bloomberg, February 2019



RULES OF THUMB FOR AUSTRALIAN DOLLAR 
DEPRECIATION  
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Source: URBIS, February 2019

Winners Losers

Investors in unhedged international investments Overseas travellers

Companies with the majority of revenue/assets 

overseas
Online shoppers buying from overseas websites

Companies who export goods and/or services 
Shoppers buying goods produced overseas (eg 

computers, TVs, phones, cars)

Australian tourism 
Destabilising surge in illicit capital outflows from 

China

Manufacturers Companies who import

Farmers and graziers Companies with overseas suppliers 

 As a rule of thumb, a 5 per cent drop in the value of the A$ has a 

stimulative effect on the economy about equal to a 0.25 per cent 

interest rate cut. 



INTEREST RATE SETTINGS WILL REMAIN FOCUSED ON 
GROWTH FOR THE FORESEEABLE FUTURE 
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Source: ABS, ASX and RBA, February 2019

Source: RBA, February 2019



THE AUSTRALIAN BUSINESS CYCLE – BROAD MARKERS
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Source: URBIS, February 2019

Next 12 Months In 3 years In 5 Years

GDP growth   

Consumer inflation   

H/hold income   

Business investment   

Interest rates   

Stock Prices   

House prices   



AUSTRALIAN BUSINESS SECTOR ASSESSMENT 
FOR 2019-20
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Winners

 Agriculture

 Resources and Energy

 Tourism & Hospitality

 Transport and Logistics

 Healthcare

 Engineering construction 

 Business services

 Digital data management

 Risk management services

 Security and intelligence services 

Losers

 Government and Administrative 
services

 Education services 

 Gaming and leisure 

 Media

 Consumer and retail

 Telecommunications

 Banking & financial services

 Engineering construction

 Housing construction

 Manufacturing 



THE BALANCE OF RISKS FOR 2019-20 
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Liquidity driven surges in activity

 Divergent and volatile growth in the major 
economies

 Fragile business and consumer confidence

 Volatile asset markets with high turnover

 Low official interest rates

 Unstable commodity prices

Flat-lining with deflation

 Low sub-trend growth

 Stagnant to weaker asset markets

 Depressed business and consumer 
confidence

 Low interest rates and bond yields

 Deflating commodity prices

Coordinated global reflation

 Strong above-trend growth

 Reflating asset markets

 Buoyant business and consumer 
confidence

 Normalising interest rates

 Rising commodity prices

Balance of Risk

Probability weighting

55% 25%

10%

10%
Global financial crisis mark II



This report is dated September 2018 and incorporates information and events up to that date only and excludes 

any information arising, or event occurring, after that date which may affect the validity of Urbis Pty Ltd’s (Urbis) 

opinion in this report. Urbis prepared this report on the instructions, and for the benefit only, of CAANZ 

Discussion Group (Instructing Party) for the purpose of an Economic and Business Outlook (Purpose) and not 

for any other purpose or use. Urbis expressly disclaims any liability to the Instructing Party who relies or purports 

to rely on this report for any purpose other than the Purpose and to any party other than the Instructing Party 

who relies or purports to rely on this report for any purpose whatsoever (including the Purpose).

In preparing this report, Urbis was required to make judgements which may be affected by unforeseen future 

events including wars, civil unrest, economic disruption, financial market disruption, business cycles, industrial 

disputes, labour difficulties, political action and changes of government or law, the likelihood and effects of which 

are not capable of precise assessment.

All surveys, forecasts, projections and recommendations contained in or made in relation to or associated with 

this report are made in good faith and on the basis of information supplied to Urbis at the date of this 

report. Achievement of the projections and budgets set out in this report will depend, among other things, on the 

actions of others over which Urbis has no control.

Urbis has made all reasonable inquiries that it believes is necessary in preparing this report but it cannot be 

certain that all information material to the preparation of this report has been provided to it as there may be 

information that is not publicly available at the time of its inquiry.

In preparing this report, Urbis may rely on or refer to documents in a language other than English which Urbis will 

procure the translation of into English. Urbis is not responsible for the accuracy or completeness of such 

translations and to the extent that the inaccurate or incomplete translation of any document results in any 

statement or opinion made in this report being inaccurate or incomplete, Urbis expressly disclaims any liability for 

that inaccuracy or incompleteness.

This report has been prepared with due care and diligence by Urbis and the statements and opinions given by 

Urbis in this report are given in good faith and in the belief on reasonable grounds that such statements and 

opinions are correct and not misleading bearing in mind the necessary limitations noted in the previous 

paragraphs. Further, no responsibility is accepted by Urbis or any of its officers or employees for any errors, 

including errors in data which is either supplied by the Instructing Party, supplied by a third party to Urbis, or 

which Urbis is required to estimate, or omissions howsoever arising in the preparation of this report, provided that 

this will not absolve Urbis from liability arising from an opinion expressed recklessly or in bad faith.

Report number Final Report

Urbis staff responsible for this report were:

Urbis’ Economic and Social Advisory team has received ISO 20252 Certification for the provision of  Social 

Policy Research and Evaluation

All information supplied to Urbis in order to conduct this research has been treated in the strictest 

confidence. It shall only be used in this context and shall not be made available to third parties without client 

authorisation.  Confidential information has been stored securely and data provided by respondents, as well 

as their identity,  has been treated in the strictest confidence and all assurance given to respondents have 

been and shall be fulfilled.

© Urbis Pty Ltd

ABN 50 105 256 228

All Rights Reserved. No material may be reproduced without prior permission.

You must read the important disclaimer appearing within the body of this report.
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Director Richard Gibbs


