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@ Global economy to recover in 2021

-4

GLOBAL GROWTH
(annual % change)

Long run average

Source: CBA, IMF

1980

3

1990 2000

Commonwealth Bank of Australia | The following information has been developed by the Global Economic & Markets Research team

2010

2020

Pts

115

105

95
EEurozone
85
Source: CBA
75
Dec-19 Dec-20 Dec-21 Dec-22

CBA GDP FORECASTS
(Index = 100 on December 2019)

: CBA(f)

China

Australia
us

We forecast the global
economy to expand by a
strong 6.6% in 2021 -
after -2.1% in 2020. 2022
growth is forecast at 4.2%.

China growth led by a surge in
industrial production and
infrastructure — supportive
for iron ore.

Sources of risk clearly remain
— Covid-19 surge in India and
growing trade tensions.

The global recovery is
uneven. China has led the
global recovery so far, but the
US is improving rapidly. Japan
and the EU are lagging.

US growth supported by
large-scale fiscal policy
support and quick
roll-out of vaccines.

Climate change policy
development now becoming
more widespread.
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o China growth returns
to long-run potential

GDP Q2 21 camein at
7.9%/yr, with a step up in
quarterly growth from
0.4%/qtrin Q1 21 to
1.3%/yrin Q2 21.

We have downgraded our
2021 and 2022 annual
GDP growth forecasts to
8.6% and 5.4%, because
of base effects.

Base effects are impacting
the monthly data for
industrial production and
retail sales, but it is clear
that a strong recovery has
occurred.

But the risks to China’s
growth outlook are skewed
to the downside -
supporting the PBoC
decision to cut the RRR by
50bp in early July.
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! Global monetary policy — Low rates and QE

Major central banks got to
‘'whatever it takes’ quickly at
the outset of Covid-19.

Interest rate increases are still
some time off.....except for
New Zealand. August 2021
rate hike expected.

Bank of Canada was the first
central bank to taper asset

purchases, as has the RBNZ,
BoE and RBA (in September).

The focus was on near-zero
rates, balance-sheet
expansion (QE), funding the
banking system and ensuring
the smooth functioning and
liquidity of financial markets.

But the pace of QE expansion
is already beginning to slow
in some countries.

US Fed expected to begin to
taper QE in Q4 2021 and
begin to lift the Fed Funds rate
in Q1 23.
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Q Australian economy growing strongly — before lockdowns

REAL GDP & UNEMPLOYMENT
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We were early in expecting the Australian economy to recover strongly.
Growth was being supported by a number of factors:

1. Control of Covid- 2. Sharprisein 3. Asurgein
19 and roll-out of consumer household savings —
the vaccines — this confidence. that will more than
is now under offset reduced
threat. government income

support.

4. Improving 5. Ajumpin 6. Strong 7. Anincreasein
housing domestic resource (iron public sector
market — tourism. ore) exports. infrastructure
prices, spending.
lending and

construction.

Q1 21 GDP 1.8%/qtr and 1.1%/
yr. GDP is f/c +5% in 2021 and
by a further +3.0% in 2022.
But there are now substantial
risks of negative Q3 21 GDP as
a result of the Sydney and
Melbourne lock-downs.
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From 4.9% in June 2021, we now
expect the unemployment rate
to be 4.5% at end-2021 and
4.0% at end-2022.
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%% Covid-19 and Australia
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Australia has (had) done a very good job in limiting the number of Covid-19 cases.

The current lockdowns in Greater Sydney (and Melbourne) are a significant risk to the ongoing economic recovery.

CBA data shows spending bounces back after lock-downs are lifted
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But the vaccine roll-out has been poor.
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&2 Labour market recovery has been remarkable
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@4\\; The improvement in the labour market has been remarkable ((% The participation rate Surged back to its pre-COVid levels at

= 66.3% in March 2021 - a remarkable recovery as employment

and confidence recover, but a touch lower at 66.2% in June.
After 857.1k jobs were lost in March-May, 1,016.4k jobs returned
@‘\’& in June 2020-June 20211 there are now more Australian This supports our expectation of a 4.5% unemployment rate by year-

employed that before Covid hit end 2021 and 4.0% year end-2022

=a The unemployment rate peaked at oéjusto 7.5% in July 2020 and is
: ﬂ down at 4.9% as at June 2021 - the lowest rate in 10 years!
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6@ JobKeeper and government payments supported income

As Covid-19 hit, income arriving into CBA bank accounts surged
on the back of government payments

The number and value of JobSeeker payments coming into bank
accounts has now stablised i as people return to employment

Wages & salary payments (which included JobKeeper up to
end March 2021) is rising again.

There was no discernible impact on income from the end
of JobKeeper
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Household savings ratio
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Total income flowing into CBA bank accounts increased
during the Covid-19 recession!

The value of savings in CBA bank accounts has risen sharply

We estimate that Australians saved an excess of $A140bn over
2020 and Q1 2021.

This high savings rate will support consumer spending through
2021 and beyond
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