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Trump – considerations for Australia and markets 

• Trump’s victory should boost US growth for the next few years and inflation forever.
Fed thus still on track to hike in December.

• The most instructive financial market development since Trumps victory has been the
bond market moving to price higher inflation, via higher bond yields and steeper yield
curves globally. As this Trump effect overlays an already negative cyclical story for
bonds, we expect even higher yields in the quarters/year ahead.

Early Trump considerations 

Donald Trump’s victory in last week’s US Presidential Election is likely to represent a change  
in economic direction for the United States – at least that is what he campaigned on. And as 
the US is for now the largest economy in the world (although second largest to China when 
using PPP exchange rates) the new President may also represent a change in direction for the 
global economy.   

The key economic considerations for the President Elect are centred around: 

1) Tax reform - reductions in both personal and company tax rates;

2) Increased infrastructure spending – USD 1 trillion is the number being bandied around
although the reality may be more modest when we consider 1) this is 6% of US GDP, and
2) it will likely spread over a number of years as putting infrastructure in place quickly is
not easy; 

3) A wind back in free trade –  tariff initiatives and the roll-back of some multi-lateral trade
deals like NAFTA have been mentioned;

4) Financial Regulation – he wants to dismantle the Dodd-Frank Act and replace it with
“new policies to encourage economic growth and job growth”.

5) Many other policies were mentioned during the campaigns which have the potential to
impact economic outcomes – e.g. immigration, healthcare, and defence.

While it is reasonable to expect economic change, the degree is understandably uncertain 
given that in recent days some of the President Elect’s policy positions have been softened 
and meanwhile policy initiatives will need to be approved by Congress. While we can’t say too 
much definitively, the three questions top of my mind are what will a Trump presidency mean 
for: 1) economic growth and inflation; 2) the US Federal Reserve’s rate decision on 12 Dec; 
and 3) financial markets.    

 Chart 1: High point for global trade past?  Chart 2: US public sector infrastructure has been falling 
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 Chart 4: Yield curve stepens 

 

Peter.L.Jolly@nab.com.au  

 

Week ahead 

It is another big week internationally and while markets will 
continue to be attuned to policy pronouncements by the 
incoming Trump administration, there is also plenty of top-
tier international data ahead. China releases key monthly 
activity data today (Retail Sales and Industrial Production), 
while the US highlight will be Fed Chair Yellen’s testimony 
to Congress on Thursday (there are also 18 other Fed 
speakers scheduled in the week, with the most notable likely 
being Fischer Tuesday, Brainard Thursday, and Dudley 
Friday). Data-wise the main emphasis will be on US Retail 
Sales Tuesday and US CPI Thursday, along with a heavy data 
week in the UK including BoE Governor Carney speaking 
Tuesday. Mexico’s central bank sets rates Thursday where a 
hike is a possibility as a move to defend the peso. Finally it’s 
Euro Finance Week this week with a plethora of speakers, 
including the ECB’s Draghi Friday.  

Domestically, there are four key risk events. On Tuesday  
the RBA Board Minutes from November are released, 
followed by a speech by Governor Lowe at 7.15pm AEDT 
titled ‘Buffers and Options’. We also get two key pieces of 
labour market data, including the October Labour Force  
data Thursday and the Wage Price Index Wednesday.  

For the RBA Board Minutes, it’s worth noting these  
are unlikely to add further light given that the RBA’s 
comprehensive Statement on Monetary Policy was released 
a week and a half ago. In that Statement, the RBA made  
no material change to its forecasts of GDP or inflation with 
the flow of data over the past few months considered 
“consistent with earlier forecasts”. The Governor’s post 
board meeting statement also contained very few changes 
apart from perhaps slightly more concern being expressed 
around the housing market – where the term “briskly”  
was used when describing recent house price appreciation.  

For that reason, we think Governor Lowe’s speech later on 
Tuesday (along with Thursday’s Labour Force release) is 
likely to be the more important one for policy with the  
title ‘Buffers and Options’ implying some discussion  
on the effectiveness of low interest rates and the outlook  
for inflation.  

Thursday’s Labour Force release for October (along with  
The Governor’s speech Tuesday above) will also be 
important for the policy. Trend employment growth has 
slowed to just 3.9k a month which is well below the 15k a 
month needed to keep the unemployment rate from rising, 
while recent jobs growth has been driven by part-time 
employment and has helped to contribute to elevated 
underemployment (Chart 5).  

(Along with a slowing in employment growth in the large 
non-mining states of NSW and Vic), there are hints that 
sampling issues may also be behind some of the slowdown 
with the ABS noting last month that the QLD sample was 
very unusual with the ABS forced to reduce the “influence  
of this rotation group for September”. Consequently this 
month’s employment data will be important in providing 
clarity over the labour market, and the extent to which 
momentum may have slowed. For this month NAB expects 
employment to rise 20k in October, with the unemployment 
rate steady at 5.6% given a one tenth increase in the 
participation rate (the market consensus is a bit weaker and 
is expecting 15k jobs and for the unemployment rate to 
increase to 5.7%). 

Chart 5: Underemployment elevated despite fall in UR 

 

For the Wage Price Index on Wednesday, NAB is forecasting 
the index rose 0.5% in the September quarter, as it has for 
three quarters now, with such a rise taking annual growth 
down from 2.1% to 2.0% – this is also the market consensus.  

There is also the usual second-tier ANZ-Roy Morgan Weekly 
Consumer Confidence which may give some indication of 
Australia’s reaction to the US election outcome.  
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Calendar of Economic Releases 

 

Country Economic Indicator Period Forecast Consensus Actual Previous GMT AEDT

NZ REINZ Residential Report Oct 21.30 7.30
NZ Performance Services Index Oct 54.1 22.30 8.30
NZ National Population Estimates Sep 22.45 8.45
JN GDP SA QoQ 3Q P 0.2 0.2 0.50 10.50
JN BoJ's Kuroda speaks in Nagoya 2.00 12.00
CH Industrial Production YoY/YTD Oct 6.2/6.1 6.1/6.0 3.00 13.00
CH Retail Sales YoY/YTD Oct 10.7/10.4 10.7/10.4 3.00 13.00
CH Fixed Assets Ex Rural YTD YoY Oct 8.2/ 8.2/0.0 3.00 13.00
JN Industrial Production MoM/YoY Sep F / 0.0/0.9 5.30 15.30
EC ECB's Constancio Speaks at Euro Finance Week in Frankfurt 9.30 19.30
EC Industrial Production SA MoM/YoY Sep -1/0.9 1.6/1.8 11.00 21.00
CA Bloomberg Nanos Confidence Nov 11 55.8 16.00 2.00
US Fed's Kaplan speaks 19.20 5.20

NZ Retail Sales Ex Inflation QoQ 3Q 0.8 0.9 2.3 22.45 8.45
US Fed's Lacker Speaks at Washington College in Chestertown, MD 23.00 9.00
AU ANZ Roy Morgan Weekly Consumer Confidence Index Nov 13 117.8 23.30 9.30
US Fed's Williams Speaks in San Francisco on Panel 0.30 10.30
AU RBA Nov. Meeting Minutes 1.30 11.30

NZ RBNZ Household Inflation Expectations 3.00 13.00

JN Machine Tool Orders YoY Oct F -8.9 7.00 17.00
GE GDP SA QoQ/YoY 3Q P 0.3/1.8 0.4/1.8 8.00 18.00
AU RBA's Lowe Speech at CEDA Event in Melbourne 9.15 19.15
EC ECB's Lautenschlaeger Speaks at Euro Finance Week in Frankfurt 9.30 19.30
UK CPI MoM/YoY Oct 0.3/1.1 0.2/1.0 10.30 20.30
UK PPI Input NSA MoM/YoY Oct 2/9.3 0.0/7.2 10.30 20.30
UK House Price Index YoY Sep 8.1 8.4 10.30 20.30
EC Trade Balance SA Sep 22.05 23.3 11.00 21.00
UK BoE's Carney, Shafik, and Saunders at Treasury Select Committee 11.00 21.00
GE ZEW Survey Current Situation/Expectations Nov 61.6/8.1 59.5/6.2 11.00 21.00
EC ZEW Survey Expectations Nov 12.3 11.00 21.00
EC GDP SA QoQ/YoY 3Q P 0.3/1.6 0.3/1.6 11.00 21.00
US Fed's Rosengren Speaks to Portland, Maine Chamber of Commerce 13.30 23.30
US Import Price Index MoM Oct 0.4 0.1 14.30 0.30
US Empire Manufacturing Nov -2/0.6 -6.8/0.6 14.30 0.30
US Retail Sales Advance/Ex Autos and gas MoM Oct 0.6 0.6 14.30 0.30
NZ GDT Dairy auction 11.4 early am NZ time
CA Existing Home Sales MoM Oct 0.8 15.00 1.00
US Fed's Tarullo (Fed Governor and voter) speaks on Finance and the Economy at WSJ CEO Council 15.05 1.05
EC Bundesbank's Dombret Speaks at Euro Finance Week in Frankfurt 15.15 1.15
US Business Inventories Sep 0.2 0.2 16.00 2.00
EC Ex-ECB's Trichet Speaks at Euro Financ Week in Frankfurt 16.45 2.45
US Fed's Fischer Speaks at Brookings Instituton Market Liquidity 19.30 5.30
US Fed's Kaplan speaks 19.30 5.30

AU Westpac Leading Index MoM Oct 0.1 0.30 10.30
JN Housing Loans YoY 3Q 2.4 0.50 10.50
AU Wage Price Index QoQ/YoY 3Q 0.5/2.0 0.5/2 0.5/2.1 1.30 11.30
AU New Motor Vehicle Sales MoM/YoY Oct / 2.5/0.8 1.30 11.30
NZ Non Resident Bond Holdings Oct 65.0 3.00 13.00
US/UK Fed's Bullard Speaks in London on `Monetary Policy after QE' 9.00 19.00
EC Bundesbank's Thiele Speaks at Euro Finance Week in Frankfurt 9.00 19.00
UK Jobless Claims Change Oct 2 0.7 10.30 20.30
UK Average Weekly Earnings/AWE ex bonus 3M/YoY Sep 2.4/2.4 2.3/2.3 10.30 20.30
UK ILO Unemployment Rate 3Mths/Employment Change 3M/Sep 4.9/91 4.9/106.0 10.30 20.30
EC Bundesbank's Thiele Speaks at Euro Finance Week in Frankfurt 11.00 21.00
US Fed's Kashkari speaks on Too Big to Fail in New York 13.45 23.45
CA Manufacturing Sales MoM Sep 0.1 0.9 14.30 0.30
US PPI Final Demand MoM/YoY Oct 0.3/1.2 0.3/0.7 14.30 0.30
US PPI Ex Food, Energy, Trade MoM/YoY Oct 0.2/ 0.3/1.5 14.30 0.30
US Industrial Production MoM Oct 0.2 0.1 15.15 1.15
US NAHB Housing Market Index Nov 63 63.0 16.00 2.00

US Total/Net Long term Net TIC Flows Sep / 73.8/48.3 22.00 8.00
NZ ANZ Job Advertisements MoM Oct 0.3 22.00 8.00
NZ PPI Output YoY 3Q -0.7 0.5 22.45 8.45
US Fed's Harker Speaks in Philadelphia on Purpose of Federal Reserve 23.30 9.30
NZ ANZ Consumer Confidence Index/MoM Nov / 122.9/1.6 1.00 11.00
AU Employment Change/Unemployment rate Oct 20/5.6 15/5.7 -9.8/5.6 1.30 11.30
AU Participation Rate Oct 64.6 64.6 64.5 1.30 11.30
AU RBA FX Transactions Market Oct 673.0 1.30 11.30
EC ECB's Mersch Speaks at Euro Finance Week in Frankfurt 9.10 19.10
UK Retail Sales Ex Auto Fuel MoM/YoY Oct 0.4/5.4 0.0/4.0 10.30 20.30
UK Retail Sales Inc Auto Fuel MoM/YoY Oct 0.5/5.3 0.0/4.1 10.30 20.30
EC Construction Output MoM/YoY Sep / -0.9/0.9 11.00 21.00
EC CPI MoM/YoY Oct 0.3/0.5 0.4/0.4 11.00 21.00
EC CPI Core YoY Oct F 0.8 0.8 11.00 21.00
US Initial Jobless Claims Nov 12 256.5 254.0 14.30 0.30
CA Int'l Securities Transactions Sep 12.7 14.30 0.30
US Housing Starts/MoM Oct 1155/10.3 1047.0/-9.0 14.30 0.30
US Building Permits/MoM Oct 1190/-2.9 1225.0/6.3 14.30 0.30
US CPI MoM/YoY Oct 0.4/1.6 0.3/1.5 14.30 0.30
US CPI Ex Food and Energy MoM/YoY Oct 0.2/2.2 0.1/2.2 14.30 0.30
US Philadelphia Fed Business Outlook Nov 7.8 9.7 14.30 0.30
US Fed's Dudley (NY Fed and voter) weclome remarks to conference on International Macroeconomics 14.50 0.50
US Fed Chair Yellen testifies to Joint Economic Committee on "The Economic Outlook" 16.00 2.00
US Fed's Brainard (Fed Governor and voter) speaks on Evolution of Work and the Increase in Alternative Work Arrangements 18.30 4.30
MX Banco de Mexico official overnight rate announcement 4.75% 20.00 6.00

Upcoming Central Bank Interest Rate Announcements

Australia, RBA 1-Dec 1.50% 1.50% 1.50%
Canada, BoC 7-Dec 0.50%
Europe ECB 8-Dec 0.00%
US Federal Reserve 15-Dec 0.25-0.50% 0.25-0.50% 0.25-0.50%
UK BOE 15-Dec 0.25%
Japan, BoJ 20-Dec -0.1% to +0.1%
New Zealand, RBNZ 9-Feb 1.75% 1.75% 1.75%

GMT: Greenwich Mean Time; AEDT: Australian Daylight Savings Time

Monday, 14 November 2016

Tuesday, 15 November 2016

Wednesday, 16 November 2016

Thursday, 17 November 2016
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Forecasts  

Economic Forecasts

Australia Forecasts 2015 2016 2017 2018 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
  Household Consumption 2.8 2.6 2.2 2.4 0.6 0.6 0.9 0.7 0.8 0.4 0.4 0.6 0.4 0.5 0.8 1.0 0.2 0.0 1.0 1.5
  Underlying Business Investment -10.4 -8.9 -4.6 3.4 -4.0 -1.5 -6.3 -2.0 -3.4 -2.2 -0.4 1.2 -3.9 -1.9 0.6 0.8 1.3 1.3 -0.6 3.8
  Residential Construction 9.7 7.4 2.7 -2.4 4.6 0.6 1.5 2.8 2.1 1.6 1.3 0.9 0.7 0.5 0.0 -0.3 -0.5 -1.1 -1.5 -1.0
  Underlying Public Spending 2.1 4.1 2.9 2.6 1.0 1.9 -0.7 1.6 0.6 2.4 0.3 0.6 0.6 0.6 0.6 0.6 0.6 0.7 0.7 0.7
  Exports 6.0 6.9 9.3 6.8 3.5 -3.1 4.8 0.2 3.1 1.3 0.4 3.3 2.4 2.4 2.5 2.2 1.6 1.2 0.8 0.9
  Imports 1.7 0.9 4.8 5.6 3.3 0.4 -1.6 0.3 -0.8 2.7 1.8 1.6 0.1 0.7 1.7 2.0 1.0 0.7 1.4 3.1
  Net Exports (a) 0.9 1.3 1.2 0.5 0.1 -0.8 1.4 0.0 1.1 -0.2 -0.3 0.4 0.5 0.4 0.3 0.1 0.2 0.2 -0.1 -0.4
  Inventories (a) 0.1 0.0 0.0 0.0 0.6 -0.3 0.1 -0.1 -0.1 0.2 0.0 0.0 -0.1 0.1 0.1 0.0 -0.2 0.0 0.1 0.2
  Domestic Demand - qtr% 0.3 0.6 -0.4 0.6 0.1 0.6 0.4 0.7 0.0 0.3 0.7 0.8 0.4 0.2 0.6 1.4
  Dom Demand - ann % 1.1 1.7 1.6 2.2 0.7 1.3 1.1 1.1 1.3 1.2 2.0 2.1 1.7 1.4 1.7 1.8 2.1 2.1 2.0 2.5
  Real GDP - qtr % 0.9 0.2 1.0 0.7 1.0 0.5 0.1 1.0 0.4 0.8 1.0 0.9 0.3 0.4 0.5 1.1
  Real GDP - ann % 2.4 2.8 2.7 2.6 2.3 2.0 2.6 2.8 3.0 3.3 2.4 2.7 2.1 2.3 3.2 3.2 3.1 2.7 2.2 2.3

  CPI headline - qtr % 0.2 0.7 0.5 0.4 -0.2 0.4 0.7 0.6 0.5 0.6 0.7 0.6 0.4 0.6 0.6 0.7
  CPI headline - ann % 1.5 1.3 2.4 2.3 1.3 1.5 1.5 1.7 1.3 1.0 1.3 1.6 2.3 2.5 2.4 2.4 2.3 2.3 2.3 2.4
  CPI underlying - qtr % 0.7 0.5 0.4 0.5 0.2 0.5 0.3 0.4 0.5 0.5 0.5 0.4 0.4 0.5 0.5 0.5
  CPI underlying - ann % 2.2 1.5 1.8 1.9 2.4 2.3 2.2 2.1 1.6 1.6 1.5 1.5 1.7 1.7 1.9 1.9 1.8 1.8 1.8 2.0
  Wages (Pvte WPI - ann %) 2.1 2.0 2.0 2.3 2.3 2.2 2.1 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.1 2.2 2.3 2.4
  Unemployment Rate (%) 6.0 5.7 5.6 5.6 6.2 6.0 6.1 5.9 5.9 5.7 5.7 5.6 5.6 5.7 5.6 5.6 5.6 5.6 5.6 5.6
  Terms of trade -11.5 -1.3 3.4 -0.3 -2.6 -4.5 -2.3 -3.3 -1.9 2.2 4.3 5.9 3.0 -4.9 -5.6 -1.2 0.1 -0.2 -0.6 -0.7
  G&S trade balance, $Abn -36.3 -22.3 0.4 -16.7 -5.0 -11.5 -8.6 -11.3 -8.6 -8.0 -5.8 0.2 4.8 1.8 -2.6 -3.6 -3.0 -2.8 -4.0 -6.9
         % of GDP -2.2 -1.3 0.0 -0.9 -1.2 -2.8 -2.1 -2.8 -2.1 -1.9 -1.4 0.0 1.1 0.4 -0.6 -0.8 -0.7 -0.6 -0.9 -1.5
  Current Account (% GDP) -4.7 -3.1 -2.4 -2.8 -3.4 -5.2 -4.8 -5.5 -3.6 -3.7 -3.2 -1.8 -1.3 -2.0 -3.0 -3.2 -2.5 -2.5 -2.8 -3.4

   Source: NAB Group Economics; (a) Contributions to GDP growth

Exchange Rate Forecasts Global GDP 

14-Nov Dec-16 Mar-17 Jun-17 Sep-17 Dec-17 Dec year 2013 2014 2015 2016 2017 2018
20 Yr 
Avge

Majors   Australia 2.0 2.7 2.4 2.8 2.7 2.6 3.4
AUD/USD 0.7535 0.75 0.73 0.72 0.70 0.70   US 1.7 2.4 2.6 1.5 2.1 1.9 2.6
NZD/USD 0.7088 0.72 0.70 0.68 0.67 0.67   Eurozone -0.3 1.1 1.9 1.6 1.5 1.6 1.5
USD/JPY 106.92 102 103 103 102 101   UK 1.9 3.1 2.2 1.8 0.8 1.6 2.4
EUR/USD 1.0811 1.12 1.10 1.09 1.07 1.06   Japan 1.3 -0.1 0.6 0.5 0.6 0.6 0.8
GBP/USD 1.2555 1.26 1.22 1.20 1.17 1.16   China 7.7 7.3 6.9 6.6 6.5 6.3 9.2
USD/CNY 6.8156 6.70 6.70 6.68 6.65 6.65   India 6.3 7.0 7.2 7.4 7.5 7.5 6.6
USD/CAD 1.3543 1.29 1.33 1.35 1.37 1.37   New Zealand 2.4 3.8 2.5 3.4 3.1 1.9 3.0

  World 3.3 3.3 3.0 2.9 3.2 3.2 3.5
  MTP Top 5 3.9 3.9 3.9 3.5 3.6 3.5 5.0

Australian Cross Rates

AUD/JPY 80.6 77 75 74 71 71 Commodity prices ($US)
AUD/EUR 0.6970 0.67 0.66 0.66 0.65 0.66 14-Nov Dec-16 Mar-17 Jun-17 Sep-17 Dec-17
AUD/GBP 0.6002 0.60 0.60 0.60 0.60 0.60 WTI oil 43.58 49 51 52 53 55
AUD/NZD 1.0631 1.04 1.04 1.06 1.04 1.04 Gold 1226 1290 1260 1240 1210 1180
AUD/CNY 5.1356 5.03 4.89 4.81 4.66 4.66 Iron ore 80 54 49 45 42 41
AUD/CAD 1.0205 0.97 0.97 0.97 0.96 0.96 Hard cok. coal 89 200 180 106 97 93
AUD/CHF 0.7463 0.73 0.70 0.69 0.68 0.68 Thermal coal 110 62 62 65 65 65

Copper 5541 4830 4830 4800 4800 4800

Interest Rate Forecasts Japan LNG 6.6 6.7 7.0 7.2 7.8 8.2

14-Nov Dec-16 Mar-17 Jun-17 Sep-17 Dec-17
Aust rates
RBA Cash rate 1.50 1.50 1.50 1.25 1.00 1.00
3 month bill rate 1.76 1.75 1.50 1.25 1.25 1.25
3 Year Swap Rate 1.98 1.9 1.7 1.7 1.6 1.7
10 Year Swap Rate 2.78 2.4 2.3 2.4 2.3 2.5

Offshore Policy Rates

US Fed funds 0.50 0.75 0.75 1.00 1.00 1.25
ECB deposit rate -0.40 -0.40 -0.40 -0.40 -0.40 -0.40
BoE repo rate 0.25 0.25 0.25 0.25 0.25 0.25
BoJ excess reserves rate -0.10 -0.10 -0.10 -0.10 -0.10 -0.10
RBNZ OCR 1.75 1.75 1.75 1.75 1.75 1.75
China 1yr  lending rate 4.35 4.35 4.10 4.10 4.10 4.10
China Reserve Ratio 17.0 15.0 15.0 15.0 15.0 15.0

10 Year Benchmark Bond Yields
Australia 2.65 2.20 2.10 2.20 2.10 2.25
United States 2.18 1.75 1.75 2.00 2.00 2.25
New Zealand 3.11 2.80 2.85 2.80 2.80 2.95

   Sources: NAB Global Markets Research; Bloomberg; ABS

Quarterly % change               Annual % change
2018201720162015
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