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The has been remarkable The participation rate surged back to its 

- a remarkable recovery as employment 

and confidence recover, but a touch lower at 66.2% in June.

This supports our expectation of a 4.5% unemployment rate by year-

end 2021 and 

The unemployment rate peaked at ‘just’ 7.5% in July 2020 and is 

After 857.1k jobs were lost in March-May, 1,016.4k jobs returned 

in June 2020-June 2021 – there are now 
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As Covid-19 hit, income arriving into CBA bank accounts surged 

on the back of government payments

There was no discernible impact on income from the end 

of JobKeeper

Total income flowing into CBA bank accounts increased 

during the Covid-19 recession!

Wages & salary payments (which included JobKeeper up to 

end March 2021) is rising again.

The number and value of JobSeeker payments coming into bank 

accounts has now stablised – as people return to employment
The value of savings in 

We estimate that Australians saved an excess of $A140bn over 

2020 and Q1 2021.

will support consumer spending through 

2021 and beyond
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Annual growth in CBA household credit and debit card spending had 

been broadly tracking sideways in early 2021. We are now measuring 

spending relative to 2019 as the base-year.

Total spending was up 10.5% to 16 July 2021 – relative to 2019.  

This is well below the 2021 average of 17% to date in 2021 and 

reflects the lockdown in NSW.

Goods spending was rising by 20% to 16 July 2021 v 2019.  

Services spending is now up just 1% to 2019.

The annual pace of change in spending become very volatile, if 

we compare 2021 spending to the onset of the pandemic in 

2020.
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Business capex rose by a solid 6.3% in Q1 21. Mining investment rose 

by 4.1%/qtr., while non-mining investment rose by a strong 7.1%/qtr.

The second estimate for 2021/22 implies a much more 

impressive increase in capex of 15%/yr.

Business lending showed a solid and promising lift in both February 

and March 2021. Stronger business investment would help to 

support the economic recovery.

The latest capital spending survey for 2020/21 now imply a small 

fall of just -2.1% for the year.
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Wage growth rose to 1.5%/yr in Q1 21, up 

from the 22 year low of 1.4%/yr in Q4 20.

Underlying inflation is expected to 

Wage growth is expected to rise to 2.9% at year-

end 2022 as the labour market recovery 

continues.

Headline inflation was at 

1.1%/yr in Q1 21, but partly due to government 

Covid-19 support policies in education and housing

Headline inflation will , 

but is forecast back down at 1.9%/yr in Q4 21 

and then 2.3% by year-end 2022.
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 At $US0.73-$UD0.74, AUD/USD is well below the fair value range.

 More US rate hikes can be priced in, supporting further gains in the USD and weigh on AUD/USD.

 We expect AUD/USD to fall deeper into undervaluation this year because of temporary USD strength.

 AUD is forecast at $US0.72 at year-end 2021, but then back up at $US0.80 ay year-end 2022.
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 We forecast AUD/CNH to decline over the next few 

quarters to 4.68, driven by AUD weakness.  

 But as economies outside the US recovers, we 

expect AUD/CNH to return to its uptrend over 2022. 

 In the near term, we expect broad USD strength to 

weigh more on AUD than CNH.  Weaker Australian 

commodity prices and the RBA’s dovish policy stance 

will also bear down on AUD. 

 Easing economic momentum in China is a key 

downside risk to AUD/CNH.  
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