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Four global factors to be aware of
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❑ Geo-politically the world is looking potentially more dangerous than at any time since the end of the 
‘Cold War’

− while full-scale military conflicts between the world’s major powers still seems “unlikely”, the risks of it are 

clearly rising

− and it seems very clear that the era of US dominance of the world is ending  

− something which will occur sooner rather than later if Republicans re-capture either or both Houses of 
Congress this November (likely) and/or the White House in 2024 (less clear)

❑ Also ending is the (rather briefer) era of ‘free money’

− before the end of this year, all of the world’s major central banks (except the Bank of Japan) will have 

stopped ‘printing money’ and started raising interest rates

❑ China’s economy is well into a ‘structural slowdown’

− based on the ‘fundamental’ drivers of declining population, falling participation in employment, shorter 

working hours and slower productivity growth

− re-inforced, at least for the next few years, by policy changes on the part of China’s government

❑ For both political and economic reasons, there is now (and will be for some time) and intense focus 

by governments and business, on the adequacy and resilience of supply chains



All of the major advanced economy central banks, except Japan’s, will 
be tightening monetary policy this year

Major central bank policy interest rates
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Major central bank balance sheets

Sources: US Federal Reserve; European Central Bank; Bank of Japan; Bank of England; Bank of Canada; national statistical agencies; Corinna.  
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https://www.federalreserve.gov/releases/H41/default.htm
https://www.ecb.europa.eu/press/pr/wfs/html/index.en.html
https://www.boj.or.jp/en/statistics/boj/other/ac/index.htm/
https://www.bankofengland.co.uk/weekly-report/balance-sheet-and-weekly-report
https://www.bankofcanada.ca/rates/banking-and-financial-statistics/bank-of-canada-assets-and-liabilities-weekly-formerly-b2/


Global supply chains have come under more pressure during Covid-19 
than at any other time in the past 25 years

NY Fed global supply chain pressure index

Sources: Gianluca Benigno et al., A New Barometer of Global Supply Chain Pressures, Federal Reserve Bank of New York, 4th January 2022.
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https://libertystreeteconomics.newyorkfed.org/2022/01/a-new-barometer-of-global-supply-chain-pressures/


These global supply chain pressures stem largely from Covid’s effect on 
both the demand for, and supply of, consumer durable goods
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Composition of US personal 

consumption expenditures

Sources: US Bureau of Economic Analysis, National Income and Product Accounts, Tables 2.8.3-5, 1.1.6, 1.2.6 and 4.2.6.    
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An unprecedently unbalanced pattern of global trade has caused massive 
dislocation to container shipping and huge increases in shipping costs

Sources: Port of Los Angeles, Container Statistics.
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Sources: Port of Los Angeles, Container Statistics.Sources: Port of Los Angeles, Container Statistics; Freightos, Global Container Freight Index;  Drewry Supply Chain Advisors, World Container Index. 

https://www.portoflosangeles.org/business/statistics/container-statistics
https://www.portoflosangeles.org/business/statistics/container-statistics
https://www.portoflosangeles.org/business/statistics/container-statistics
https://fbx.freightos.com/
https://www.drewry.co.uk/supply-chain-advisors/supply-chain-expertise/world-container-index-assessed-by-drewry


Rail container traffic in the US has also experienced disruptions, resulting in 
the fastest increases in freight rates in over a decade

Sources: Association of American Railroads, Rail Traffic Data; US Bureau of Labor Statistics, Producer Price Index.
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US railroad container loadings US producer price index of railroad freight rates
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Along with higher commodity prices and, in the US and the UK, higher 
wages, rising logistic costs are a contributor to rising inflation
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United States

Sources: US Bureau of Labor Statistics; Statistics Bureau of Japan and Bank of Japan; Eurostat; UK Office for National Statistics; Statistics Canada; Statistics Sweden. 
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https://www.bls.gov/bls/inflation.htm
https://www.stat.go.jp/english/data/cpi/1581-z.html
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
https://ec.europa.eu/eurostat/web/hicp
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www.statcan.gc.ca/eng/subjects-start/prices_and_price_indexes
https://www.scb.se/en/finding-statistics/statistics-by-subject-area/prices-and-consumption/consumer-price-index/consumer-price-index-cpi/


47% of Australian businesses experienced supply chain disruptions in 
January – and 42% responded by raising prices

Businesses affected ‘to a great extent’ by supply chain 

disruptions, by industry, April 2021 and January 2022

Sources: ABS, Business conditions and sentiments, January 2022.   
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https://www.abs.gov.au/statistics/economy/business-indicators/business-conditions-and-sentiments


Rail freight rates rose 5% on average last year – not as much as in 2017

Land-based freight charges

Sources:  Reserve Bank of Australia, Statistical Tables F1.1, F6 and E2.  
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Sea freight charges 

Source:  ABS, Producer Price Indexes, Australia, December quarter 2021, Table 21.  

-10

-5

0

5

10

15

20

25

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

% change from year earlier

Rail

Road

-40

-20

0

20

40

60

80

100

120

140

160

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

% change from year earlier

Rail freight rates rose 5% on average last year – not as much as in 2017
– and not nearly as much as sea freight charges have risen

https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f06hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/e02hist.xls?v=2021-11-18-18-37-07
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/producer-price-indexes-australia/latest-release


Household incomes have been supported by government payments, but 
spending has been curtailed, so households have lots of savings to spend

Household saving ratio

Sources: ABS, Australian National Accounts: National Income, Expenditure and Product, March quarter 2021; Australian Prudential Regulation Authority, Monthly Authorised 

Deposit-taking Institution Statistics. 11

Household income and spending
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by $242bn (24½%) 

since February 2020

https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.apra.gov.au/monthly-authorised-deposit-taking-institution-statistics


Household net worth has risen by $2.7trn (23¾%) since the end of 2019, 
while debt service payments have fallen as a pc of income

Sources of gains in household net worth, Q4 2019 

to Q3 2021

Sources: ABS, Finance and Wealth Accounts, September quarter 2021; RBA, Statistical Tables E1 & E2. 
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The Australian labour market has tightened more rapidly than expected

Labour force participation rate

Source: ABS, Labour Force, Australia, January 2022.
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/sep-2021
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/sep-2021
https://lmip.gov.au/default.aspx?LMIP/VacancyReport
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Wages growth picked up a bit in the second half of last year but remains 
well below levels the RBA regards as consistent with its 2-3% inflation target

Wage price index – all sectors

Sources: ABS, Wage Price Index, Australia.
14

WPI – private vs public sectors Enterprise bargaining agreements

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

Average annualized wage increase (% pa)

All current 

agreements

Agreements finalized

in latest quarter

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

% change from year earlier

Excluding

bonuses

Including

bonuses

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

4.5

5.0

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

% change from year earlier

Private sector

Public sector

Sources: ABS, Wage Price Index, Australia; Attorney-General’s Department, Trends in Federal Enterprise Bargaining.

https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/latest-release
https://www.ag.gov.au/industrial-relations/enterprise-agreements-data/trends-federal-enterprise-bargaining


Australia’s inflation rate has clearly picked up

Consumer prices – annual change
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Quarterly ‘underlying’ inflation Automotive fuel prices

New dwelling purchase costs

Note: ‘Underlying’ inflation is the average of the weighted median and trimmed mean CPIs. Source:  ABS, Consumer Price Index, Australia, December. 
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Australia’s inflation rate has clearly picked up, but largely due to a small 
number of factors
Australia’s inflation rate has clearly picked up, but largely due to a small 
number of factors and the RBA is as yet unsure it’s “sustainable”

Note: ‘Underlying’ inflation is the average of the weighted median and trimmed mean CPIs. ‘Market’ goods and services exclude ‘volatile items’ (fruit & vegetables, utilities, 

property rates & charges, automotive fuel, urban transport services, postal services, child care, health, and education. Source:  ABS, Consumer Price Index, Australia, 

December. 

https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/jun-2021#key-statistics
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/jun-2021#key-statistics


Although it has surprised to the upside, inflation in Australia hasn’t risen 
nearly as much as in the US, the UK, Canada or New Zealand

Note:  Data are latest available, mostly December or December quarter for CPI inflation, and November of September quarter for wage inflation. ‘Core’ inflation is CPI 

excluding food & energy for the US, UK and Canada; trimmed mean for Japan and Australia; and ‘sectoral factor model’ for NZ. Wage inflation is average hourly earnings 

for Japan, the UK and Canada (and hence affected by changes in workforce composition), and wage price index or equivalent for the US, euro area and Australia. 

Sources: ABS; US Bureau of Labor Statistics; Eurostat; Statistics Bureau of Japan and Bank of Japan; UK Office for National Statistics; Statistics Canada; Statistics New Zealand

and Reserve Bank of New Zealand.     16
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https://www.bls.gov/cpi/
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https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/latest
https://www150.statcan.gc.ca/n1/daily-quotidien/220119/dq220119a-eng.htm?HPA=1&indid=3665-1&indgeo=0
https://www.stats.govt.nz/indicators/consumers-price-index-cpi
https://www.rbnz.govt.nz/statistics/m1


The RBA will probably start raising rates in August – but it won’t have to 
raise them much to have a noticeable impact on household spending

Australian interest rates

Sources:  Reserve Bank of Australia, Statistical Tables F1.1, F6 and E2.  
17

Australian household debt & interest payments

Sources:  Reserve Bank of Australia, Statistical Tables F1.1.
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https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f06hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/e02hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f01hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/f06hist.xls?v=2021-11-18-18-37-07
https://www.rba.gov.au/statistics/tables/xls/e02hist.xls?v=2021-11-18-18-37-07


Australia’s population growth probably won’t return to as rapid a pace as 
experienced over the first two decades of this century

Sources of Australia’s population growth

Sources: ABS, Australian National Accounts: National Income, Expenditure and Product and National, state and territory population;  OECD, Main Economic Indicators.  18

Australia and OECD population growth
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Australia almost certainly won’t enjoy a ‘free ride’ from improvements in 
the relative prices of our exports over the next two decades

19

Prices of Australia’s exports and imports 

of goods and services 
Additions to Australia’s national income from terms 

of trade gains

Sources: Australian Bureau of Statistics, Balance of Payments and International Investment Position, June 2021.
Sources: Australian Bureau of Statistics, Balance of Payments and International Investment Position, September quarter 2021 and Australian National Accounts: National 

Income, Expenditure and Product, September quarter 2021. 
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Australia’s major export markets, 1921-2021

Sources: Australian Department of Foreign Affairs and Trade, Trade time series data; Australian Bureau of Statistics, International Trade in Goods and Services, September 

2021.    

Australia has gained enormous economic benefits from its relationship with 
China over the past two decades – but that’s unlikely to be repeated

Australia’s major import sources, 1921-2021
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A federal election has to be held no later than 21st May – and if the 
opinion polls are any guide, there may be a change of government

Two-party-preferred vote according to opinion polls

21

Newspoll-YouGov Essential

Sources: YouGov via The Australian;  Essential Media via The Guardian. 
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Whoever wins the Federal election due before 21st May this year will be 
under some pressure to reduce the budget deficit and public debt

‘Medium-term’ projections of the ‘underlying cash balance’ and net debt
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‘Underlying’ cash balance Net debt
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Some states and territories – especially Victoria and the Northern Territory –
also have significant budgetary challenges ahead of them

23

States and territories – ‘net operating balances’ States and territories – net debt

Note: Estimates are for the ‘general government’ sector, ie excluding GBEs, etc. ‘Net operating balance’ is the difference between ‘operating expenses’ (ie excluding net 

purchases or leases of non-financial assets). Estimates of nominal gross state product (GSP) for states and territories other than NSW and Victoria are derived from State or 

Treasury estimates of real GSP growth combined with Federal Treasury estimates of the (national) GDP price deflator. Sources: State and Territory 2021-22 Mid-Year Reviews.
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Australia risks being seen as a ‘climate change pariah’ with potentially 
adverse consequences for our trade

Source: BP, Statistical Review of World Energy 2021. 
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CO2 emissions per capita, 2020 

0

5

10

15

20

25

30

35

40

S
in

g
a

p
o

re
Q

a
ta

r
U

A
E

K
u

w
a

it
S
a

u
d

i A
ra

b
ia

O
m

a
n

A
u

stra
lia

Lu
x
e

m
b

o
u

rg
Tu

rk
m

e
n

ista
n

C
a

n
a

d
a

U
S

Trin
id

a
d

K
a

za
k
h

sta
n

Ta
iw

a
n

S
o

u
th

 K
o

re
a

E
sto

n
ia

N
e

th
e

rla
n

d
s

R
u

ssia
H

o
n

g
 K

o
n

g
J
a

p
a

n
C

ze
c

h
ia

M
a

la
y
sia

Ira
n

B
e

lg
iu

m
Ic

e
la

n
d

Isra
e

l
P

o
la

n
d

S
o

u
th

 A
fric

a
G

e
rm

a
n

y
N

e
w

 Z
e

a
la

n
d

F
in

la
n

d
C

h
in

a
Ire

la
n

d
A

u
stria

N
o

rw
a

y
C

y
p

ru
s

B
e

la
ru

s
G

re
e

c
e

S
lo

v
e

n
ia

B
u

lg
a

ria
S
lo

v
a

k
ia

Ita
ly

S
p

a
in

H
u

n
g

a
ry

U
K

C
h

ile
D

e
n

m
a

rk
S
w

e
d

e
n

Tu
rk

e
y

Lith
u

a
n

ia
W

o
rld

U
k
ra

in
e

P
o

rtu
g

a
l

Th
a

ila
n

d
La

tv
ia

F
ra

n
c

e
S
w

itze
rla

n
d

C
ro

a
tia

A
rg

e
n

tin
a

N
th

…
R

o
m

a
n

ia
Ira

q
A

ze
rb

a
ija

n
A

lg
e

ria
V

ie
tn

a
m

M
e

x
ic

o
V

e
n

e
zu

e
la

In
d

o
n

e
sia

B
ra

zil
E
g

y
p

t
C

o
lo

m
b

ia
M

o
ro

c
c

o
In

d
ia

E
c

u
a

d
o

r
P

e
ru

P
h

ilip
p

in
e

s
S
ri La

n
k
a

P
a

k
ista

n
B

a
n

g
la

d
e

sh

Tonnes of CO2 per capita

https://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-energy.html


In any event Australia has a greater challenge than most ‘advanced’ 
economies in reducing its dependence on fossil fuels for energy generation

*  2019.  Source: Ember, Global Electricity Review 2021.   
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Source of electricity generation, by country, 2020
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Nor will Australia be able to rely on ever-lower interest rates and rising 
household debt as drivers of economic growth 

Australian interest rates

Sources:  Reserve Bank of Australia, Statistical Tables F1.1, F6 and E2.  
26

Australian household debt Household debt in other countries

Sources:  Reserve Bank of Australia, Statistical Tables F1.1, F6 and E2; Bank for International Settlements, Credit to the non-financial sector. 
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If Australia is to sustain the growth rates to which we’d become 
accustomed before Covid we’ll need to lift our productivity performance

Labour input and labour productivity contributions to Australian real 

GDP growth
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❑ Over the five years between 

the end of the ‘mining 

boom’ and the onset of the 

Covid-19 pandemic, 72% of 

Australia’s real GDP growth 

came from increased 

labour input, and only 28% 

from labour productivity 

growth

❑ By contrast, between the 

end of the early 1990s 

recession and the onset of 

the global financial crisis, 

46% of Australia’s real GDP 

growth came from 

increased labour input and 

54% from productivity 

growth 

Source: ABS, Australian National Accounts: National Income, Expenditure and Product.  

-12

-10

-8

-6

-4

-2

0

2

4

6

8

10

12

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

  Labour productivity

  Hours worked

  Real GDP

% change from year earlier

https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release


28

Labour productivity growth

Note: the ‘market sector’ excludes the public administration & safety, education & training, and health care & social assistance sectors, where productivity is much harder 

to measure directly.  Productivity is measured on an ‘hours worked’ basis.  Sources: ABS, Australian System of National Accounts, 2020-21 and Estimates of Industry 

Multifactor Productivity, 2020-21. 

Australia’s productivity performance has been pretty ordinary (to put it 
mildly) over the past decade or so

‘Multi-factor’ productivity growth
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❑ Labour productivity growth averaged 1.3% pa between 

the GFC and the onset of Covid-19, down from 2.0% pa 

between the end of the early 1990s recession and the 

beginning of the GFC
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❑ ‘Multi-factor’ productivity (which measures the efficiency 

with which labour & capital are combined) grew at an 

average rate of 0.5% pa over the decade to 2019-20, down 

from 1.0% pa over the 12 years to 2007-08

https://www.abs.gov.au/statistics/economy/national-accounts/australian-system-national-accounts
https://www.abs.gov.au/statistics/industry/industry-overview/estimates-industry-multifactor-productivity


What’s the role of rail in all of this?
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❑ The rail industry (passenger and freight transport, railway 

construction, and rolling stock manufacture) directly contributes  

$13.3bn (0.8%), and indirectly another $12.8bn (making $26.1bn 

or 1.6%) to GDP (in 2015-16)

❑ It directly accounted for 53,500 FTE jobs (0.5%) and indirectly 

another 88,800 (making 142,300 in all, or 1.4% of total 

employment (again, in 2015-16) 

− a significant proportion of these jobs (~ 60% of rail freight jobs and 

~45% of rolling stock manufacture and repair jobs) are in regional 

areas

Source: Deloitte Access Economics, Value of Rail: The contribution of rail in Australia, Report commissioned by the Australian Railway Association, November 2017.  

❑ Rail freight produces one-sixteenth as much carbon emissions per 

tonne km as road freight, while rail passenger transport produces 

about two-thirds as much per passenger km as car travel 

− so rail has a potentially very important role to play in reducing 

Australia’s carbon emissions

❑ Costs resulting from crashes and accidents involving rail freight 

and passenger transport are each less than one-tenth (per tonne

km) of those resulting from road freight and passenger transport 

− suggesting that there are potential productivity gains (‘avoidable 

costs’) from moving freight and passengers from road to rail, where 

that’s feasible

https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
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Value of railway construction work done

Note: Values shown are in nominal terms ie not adjusted for inflation. Source: ABS, Engineering Construction Activity, Australia, September quarter 2021. 

The contribution of rail to the Australian economy has increased since 
2016, and will likely increase further over the next 3-5 years

Value of railway construction work yet to be done
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But is all of this (mostly taxpayers’) money being spent wisely?

31 Sources: Avanti, 2nd February 2022; Sources: Avanti, 2nd February 2022; ABC News, 18th March 2020;  Sources: Avanti, 2nd February 2022; ABC News, 18th March 2020; Australian Transport Safety Bureau, 20th February 2020.   

https://avantifm.com.au/major-rail-and-road-flooding-in-south-australia-causes-freight-delays/
https://avantifm.com.au/major-rail-and-road-flooding-in-south-australia-causes-freight-delays/
https://www.abc.net.au/news/2020-03-18/auditor-general-slams-failed-murray-basin-rail-upgrade/12067468
https://avantifm.com.au/major-rail-and-road-flooding-in-south-australia-causes-freight-delays/
https://www.abc.net.au/news/2020-03-18/auditor-general-slams-failed-murray-basin-rail-upgrade/12067468
https://www.atsb.gov.au/media/news-items/2021/wallan-derailment-interim/
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Cost over-runs in road and rail projects, 

2000-2020 

Note: Includes all public road and rail projects costing more than $20 million that were completed between Q1 2001 and Q1 2020.

Source: Marion Terrill, Owain Elmslie and Greg Moran, The rise of mega projects: Counting the costs, Grattan Institute, 8th November 2020.

Big projects, and projects where cost estimates are announced 
prematurely, are more likely to experience big cost over-runs

Road & rail project costs by timing of first cost 
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Conclusion – some thoughts about ‘resilience’
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❑ Rising geo-political tensions (first China, now Russia), the growth of cyber-crime, the declining status 

of international organizations (in particular the WTO), and Covid-19 have (in different ways) resulted 

in a heightened focus on the resilience of ‘supply chains’  

− management, political and intellectual ‘fashion’ is shifting from “just in time” to “just in case”

❑ ‘Resilience’ – like insurance – doesn’t come for free
− nor can it be obtained, reliably, ‘on the cheap’

− rather, it requires trade-offs with other objectives including cost and choice

❑ The quest for greater ‘resilience’ shouldn’t be a Trojan horse for the revival of protectionism

− ‘home-made’ doesn’t necessarily mean ‘safer and surer’

− though it will often mean ‘more expensive’, and it will sometimes mean ‘lower quality’

❑ ‘Resilience’ shouldn’t be used as an excuse to prevent questioning or scrutiny of government 

decisions

− in the way that ‘security’ has been for the past twenty years

❑ For Australian rail, ‘resilience’ should mean paying more attention (and probably directing more 

dollars) to looking after what we already have

− rather than devoting so much of limited resources of money and time to ‘announceables’ and plaque-

unveiling opportunities
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Important information


