Summer 2019
As the end of the year fast approaches and summer starts to heat up, investor spirits also
tend to get a bit of festive infusion. And with the Australian share market on track for its
best year since 2009 and the US market heading towards its strongest performance in
16 years, it would be understandable if complacency levels were high heading into what
is traditionally one of the best performing months for the share market. However with the
backdrop of Brexit, unrest in Hong Kong, and a rather unpredictable White House, the
investment mood would be best described as cautiously optimistic.
After the Reserve Bank kept interest rates on hold at 0.75 per cent in November &
December, RBA Governor Philip Lowe said in a speech he would consider unconventional
measures to stimulate the economy if rates fell to 0.25 per cent. He ruled out negative
interest rates but said he might consider buying government bonds.
Economic activity remains patchy. The Reserve Bank forecasts Australia’s economy will
stay flatter for longer with growth of 2.25 per cent this year rising to 2.75 per cent by the
end of 2020. Business and consumer confidence remain weak, which was reflected in a
0.2 per cent decline in retail sales in the year to September, the biggest fall in 28 years.
New vehicle sales followed the trend, down 9.1 per cent in the year to October, the
biggest fall in a decade. Residential building was also down, by 10.6 per cent in the year
to September, the biggest fall in 18 years. Unemployment rose slightly from 5.2 per cent to
5.3 per cent in October as the number of people in work fell for the first time in 17 months.
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On a brighter note, Australia trade surplus rose for the 21st successive month in
September, as our annual trade surplus with China hit a new record of $67.3 billion. Our
exports have been supported by the weaker Aussie dollar which eased in November from
US69c to US67.7c.
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