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The world economy



Trump’s tariff proposals will raise the average level of US tariffs to their
highest since 1934, with adverse consequences for growth and inflation

US tariffs

70 4 Customs duty revenue as a pc of value of goods imports

O As of 15t August 2025, the average level of tariffs
on goods imported into the United States stands
at 18.3%, up from 2.4% in 2024

60 - — that’s a little less than the 22.2% implied by Trump’s
“Liberation Day” announcements of 2nd April

— it’s nonetheless the highest level of tariffs since 1934
(after the ‘Smoot-Hawley’ tariffs which helped put
the ‘Great’ into the Great Depression)

50 -

40 1 A Tariff increases enacted and implemented this
year will raise consumer prices by 1.8%
30 - — costing households an average $2,400 each

Q The tariff increases will reduce US real GDP by
0.5 pc ptin 2025 and by 0.4% pa in the long run

— The unemployment rate will be 0.3 pc pt higher by
end-2025 and 0.7 pc pt higher by end-2026

10 - O The tariffs will raise about USS$2.7 trn over the 10
years to 2035

0 . . . . . . . . . - partly offset by revenue losses of $0.5 trn over ten
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3 Sources: US Census Bureau, Historical Statistics of the United States; Yale Budget Lab, State of US Tariffs, 15t August 2025.



https://www.census.gov/library/publications/1975/compendia/hist_stats_colonial-1970.html
https://budgetlab.yale.edu/research/state-us-tariffs-august-1-2025

Uncertainty about US economy policy is pervasive — and while a lot of
that is about trade, it's not all about frade

US economic policy uncertainty

US trade policy uncertainty

US monetary policy uncertainty
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Note: The Economic Policy Uncertainty Index is an index of search results from 10 US large newspapers for artficles search for articles containing the term 'uncertainty' or SAU L ESLAKE

'uncertain’, the terms 'economic' or 'economy' and one or more of the following ferms: 'congress’, 'legislation’, ‘white house', 'regulation’, 'federal reserve’, or 'deficit'. .
4 Sources: Dario Caldara and Matteo lacoviello, US Monthly Economic Policy Uncertainty Index. Latest data are for September 2025.
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https://www.policyuncertainty.com/us_monthly.html

Uncertainty about US economic and trade policies — and reactions by
other countries - is pervasive around the world
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Source: Dario Caldara and Maftteo lacoviello, Monthly Economic Policy Uncertainty Indices for 22 Countries. Latest data are for September 2025, except for Canada, China and
5 Brazil which are August 2025



https://www.policyuncertainty.com/all_country_data.html

American households know that they'll be paying Trump’s tariffs

Measures of US consumer sentiment Household inflation expectations
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Note: The Conference Board measure gives much greater weight to consumer perceptions of labour market conditions, while the Michigan University measure gives greater SAU L ESLAKE
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https://www.conference-board.org/topics/consumer-confidence
http://www.sca.isr.umich.edu/

Higher tariffs are now starting to show up in measures of inflation

US government tariff revenue ‘Core’ producer prices ‘Core’ consumer goods prices
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Manufacturers paying higher ‘Core’ consumer prices ‘Core’ personal consumption
prices expendlture (PCE) price deflator

90 - Net balance reporting 1% change over quarter % change over quarter
80 | higher prices paid (%) (annual rate) ual rate)

70
60
50
40
30
20
10

0

O — N W M 0 60 N O

22 23 24 25 22 23 24 25 22 23 24 25
SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS

Note: ‘Core’ means excluding food and energy. Sources: U.S. Treasury; Institute for Supply Management (ISM); U.S. Bureau of Labor Statistics; U.S. Bureau of Economic Analysis.



https://fiscaldata.treasury.gov/datasets/monthly-treasury-statement/summary-of-receipts-outlays-and-the-deficit-surplus-of-the-u-s-government
https://fiscaldata.treasury.gov/datasets/monthly-treasury-statement/summary-of-receipts-outlays-and-the-deficit-surplus-of-the-u-s-government
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-pmi-reports/
https://fiscaldata.treasury.gov/datasets/monthly-treasury-statement/summary-of-receipts-outlays-and-the-deficit-surplus-of-the-u-s-government
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-pmi-reports/
https://www.bls.gov/news.release/cpi.toc.htm
https://www.bea.gov/data/personal-consumption-expenditures-price-index-excluding-food-and-energy

The uncertainty created by Trump’s tariff announcements have clearly
had an adverse impact on economic activity

US quarterly real GDP growth Quarterly changes in final domestic demand
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https://www.bea.gov/data/gdp/gross-domestic-product
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.bls.gov/

Trump has launched a barrage of personal attacks on the Chair of the
Federal Reserve, Jay Powell - threatening its independence ...

Trump Calls Fed Chair Powell A Numbskull' In

Trump calls Jerome Powell ‘numbskull,” says he may ‘force US stocks and dollar plunge as Trump Latest Attack Over Interest Rate Cuts
something’ on Fed attacks Fed chair Powell

Alex Gangitano and The Hil Trump bashes Jerome Powell on interest

rates: ‘Like talking to a wall’

“Well the Bank of England cut, China cut, everybody’s cutting but him,”

US stock markets fall again as Trump
calls Fed chair ‘a major loser’

Trump said, referring to Powell bucking calls from him to lower borrowing
costs. “We'll see what happens. It's a shame. | call him ‘Too Late.’

Donald Trump blasts ‘not good at his job’ = = , N
Jerome Powell again, claims to know more * Trump blasts Fed Chair Powell, saying his

about interest rates — What he said - 'termination cannot come fast enough’

By Bryan Mena, CNN

‘Trump blasts Fed Chalr Powell, saying his Yo : ' S
termination cannot come fast enough’  pieheigtgbilly  Povelland Threatens His Job: If I Want

LOWER RATES Him Out, He’ll Be Out of There Real Fast’

By Bryan Mena, CNN
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In August, Trump
nominated Stephen
Miran to fill the
vacancy on the
Federal Reserve Board
left by the resignation
of Adriana Kugler,
whose term was due
to end in January
2026. He was
confirmed by the
Senate in September.

Miran is the author of
the ‘Mar-a-Lago Plan’
to weaken the USS

On 25" August, Trump
announced that he
had fired Lisa Cook
“effective
immediately” for
alleged “mortgage
fraud” (prior to her
appointment)

Her term was not due
to end until January
2038

The legality of the
attempt to fire Cook
will be determined by
the Supreme Court

... and now he wants to ‘stack’ the Federal Reserve the same way he has
‘'stacked’ the Supreme Court

Monetary policy decisions (in particular, about the target for the
Federal funds rate) are made by the Federal Open Market Committee

— which comprises the seven members of the Board of Governors of the
Federal Reserve System (based in Washington DC)

— the President of the Federal Reserve Bank of New York

— and four of the eleven Presidents of the other regional Federal Reserve
Banks (who serve for one year each, on a rotating basis)

Governors of the Board of the Fed are appointed by the President,
subject to confirmation by the Senate, for 14-year terms

— the Chair and Vice-Chairs of the Fed are appointed by the President from
among the Governors for 4-year terms (which can be renewed)

Regional Fed Presidents are appointed by the Boards of Directors of
their respective Federal Reserve Banks, subject to confirmation by the
Board of Governors of the Federal Reserve System

— terms for all of the regional Fed Presidents expire in February 2026

With three sympathizers already on the Board of Governors, Trump’s
plan appears to be to get a majority on the Fed Board so that it can in
turn appoint sycophants as regional Fed Presidents and thus obtain a
majority on the FOMC
— who would then fulfil his demand for lower interest rates
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30-year bond yields are rising sharply around the world, even though short
rates have been falling - but stock markets don’t seem to have noticed
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Note: Data are monthly averages of daily rates, up to 3@ October. Australia did not begin issuing 30-year bonds until October 2016. Source: LSEG Datastream.
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A lot of markets are looking very ‘bubbly’

US stock market
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Sources: LSEG Datastream; Federal Reserve Bank of St Louis; Cotality.
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China’s post-Covid recovery has been very modest

Quarterly real GDP growth Contributions to GDP growth Consumer sentiment
12 4 % change from Average quarterly 20 Pc pt contribution to change in 130 1 ¢
previous quarter growth rate from real GDP from year earlier 125 -
7 Q4 2022 through 16
6 - Q2 2025 was 1.2% 120 -
115 ~
110 +
105 -
-3 {4 Average quarterly 100 +
growth rate from 95 -
"6 | Q42010 through Q4 B Net exports 90 - J'\A"\J’
9 4 20 1.75% 4
? S ® Fixed investment 85 -
_]2 - _8 . Consumpfion 80 T T T T T T T T T T T T T T T T T 1
1112 13 14 15 16 17 18 19 20 21 22 23 24 25 111213 141516 17 18 19 20 21 22 23 24 25 08092 10111213 141516171819 20 21 22 23 24 25
Annual real GDP growth Annual real GDP growth, by sector Retail sal
erail saies Modest boost from
25 1 % change from year earlier 25 % change from year earlier 40 1 % change from year earlier incentives for ‘trade-
ins’ of consumer
20 ~ 20 Tertiary 30 durables
15 15 20
10 - 10 Secondary 10 | A/\M}\
> 5 1 0 A
O T T T T T T T T T T T T T T T T T 1 0 IPannOllﬁ\/ T T T T T T ] -IO vv
-5 -5 A -20 -
-10 - -10 - 30 -
080710111213 141516 1718 192021 22232425 080910111213 141516171819 20 21 2223 24 25 0809 10 111213 14 1516 17 18 19 20 21 22 23 24 25

SAUL ESLAKE
Sources: National Bureau of Statistics of Ching;

13 CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



http://www.stats.gov.cn/english/

Inflation has remained very low (or negative) - but until this past month the
‘Chinese authorities’ have been reluctant to take any bold policy actions

Producer prices PBoC policy interest rates Credit growth
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http://www.stats.gov.cn/english/
http://www.pbc.gov.cn/en/3688247/3688975/index.html
http://www.stats.gov.cn/english/
http://www.pbc.gov.cn/en/3688247/3688975/index.html
https://www.imf.org/-/media/Files/Publications/fiscal-monitor/2025/English/ch1onlineannex.ashx

China’s economic slowdown is structural, not cyclical

Employment as a pc of Average hours worked Output per hour worl.<e.d
population (aka labour productivity)
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Source: The Conference Board, Tofal Economy Database, May 2025.


https://data-central.conference-board.org/

The Australian economy



Australia has managed to get inflation down more successfully than most
of our peers (in the US, UK, Canada and New Zealand) ...

‘Headline’ inflation ‘Core’ or ‘underlying’ inflation
12 1 % change from year earlier 81 % change from year earlier
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Note: ‘Core’ inflation in the US, UK and Canada is the annual change in the CPI excluding food & energy; ‘underlying’ inflation in Australia is the ‘timmed mean’ and in NZ is SAU L ESLAKE
17 derived from a statistical model. Sources: US Bureau of Labor Stafistics; Statistics Canada; UK Office for National Stafistics; ABS; StafsNZ; RBNZ. CORINNA ECONOMIC ADVISORY
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https://www.bls.gov/news.release/cpi.toc.htm
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.rbnz.govt.nz/statistics/series/economic-indicators/prices

... at less cost in terms of economic activity and unemployment

Real per capita gross domestic product Unemployment rates
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18 Sources: US Bureau of Economic Analysis; UK Office for National Statfistics; Statistics Canada; Australian Bureau of Statistics; Statistics NZ; US Bureau of Labor Statistics.



https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/news/gdp-decreases-1-0-percent-in-the-september-2024-quarter/
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/news/gdp-decreases-1-0-percent-in-the-september-2024-quarter/
https://www.bls.gov/news.release/empsit.toc.htm

The RBA raised interest rates by less than its peers in the US, UK, Canada
and NZ - and the Government didn’t run big budget deficits like the US

Monetary policy interest rates -
Australia and comparable countries

Government budget deficits (as pc of GDP) -
Australia and comparable countries
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Sources: US Federal Reserve; Bank of Canada; European Central Bank; Bank of England; Reserve Bank of Australia; Reserve Bank of New Zealand; International Monetary
Fund, Fiscal Monitor, April 2025. Note: ‘government budget deficits’ include state and local governments.
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https://www.federalreserve.gov/releases/h15/
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html
https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate
https://www.rba.gov.au/statistics/tables/xls/a02hist.xlsx?v=2024-05-03-13-26-01
https://www.rbnz.govt.nz/monetary-policy/monetary-policy-decisions
https://www.federalreserve.gov/releases/h15/
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html
https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate
https://www.rba.gov.au/statistics/tables/xls/a02hist.xlsx?v=2024-05-03-13-26-01
https://www.rbnz.govt.nz/monetary-policy/monetary-policy-decisions
https://www.imf.org/en/Publications/FM/Issues/2024/10/23/fiscal-monitor-october-2024

Household finances have been squeezed more tightly in Australia than in

other comparable countries (although that’'s now easing)
|

Real per capita household disposable income Household saving rates
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Sources: US Bureau of Economic Analysis; UK Office for National Statistics; Statistics Canada; Australian Bureau of Statistics; Statistics NZ.
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https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/experimental/national-accounts-income-saving-assets-and-liabilities-june-2024-quarter/

Australian households are very sensitive to movements in interest rates,
because they have a lot of debt, and most morigages are at floating rates

Mortgage interest rates and interest payments as Household debt-to-income ratios, Australia and
a percentage of household disposable income other comparable countries
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Sources: Reserve Bank of Australia, Household Finances - Selected Ratios and Housing Lending Rates; US Federal Reserve, Financial Accounts of the United States - 7. 1; UK Office SA U L ES LAKE
21 for National Statistics, Quarterly sector accounts; Statistics Canada, Debt service indicators of households; Statistics NZ, National accounts (income, saving, assets, and liabilities).
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https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/f06hist.xlsx?v=2025-06-27-18-21-38
https://www.federalreserve.gov/releases/z1/default.htm
https://www.federalreserve.gov/releases/z1/default.htm
https://www.federalreserve.gov/releases/z1/default.htm
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/quarterlysectoraccounts/octobertodecember2024
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110006501
https://www.stats.govt.nz/experimental/national-accounts-income-saving-assets-and-liabilities-december-2024-quarter/
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‘Underlying’ inflation is now back in the RBA’s target range - although it still
isn’t at the mid-point of that range which is what the RBA wants to see

2

2.

1

1

0.5
0.

-0.

Note: ‘Underlying’ inflation is the ‘tfrimmed mean’ (derived from the middle 70% of price increases). ‘Essential’ items are housing, food, fuel & power, medical & health care,
ground transport, communications and education services. Sources: ABS, Consumer Price Index, June quarter 2025 and Monthly Consumer Price Index Indicator, June 2025.
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https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/monthly-consumer-price-index-indicator
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Economic growth picked up again in the June quarter after slowing in the
March quarter, with a turnaround in productivity as well

Real GDP - quarterly Real per capita GDP - quarterly Population
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Source: ABS, Australian National Accounts: National Income, Expenditure and Product, June quarter 2025.
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release

Private sector spending has picked up in the first half of the year, largely
thanks to household consumption, while public spending growth is easing

Private vs public sector spending Dwelling investment Public spending by type
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Source: ABS, Australian National Accounts: Natfional Income, Expenditure and Product, June quarter 2025. CORINNA ECONOMIC ADVISORY
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release

The labour market remains very tight, but there are signs that the demand
for labour has peaked

Level of employment Hours worked Job vacancies
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Note: ‘labour force under-utilization’ is a ‘volume measure’ of the hours which would have been worked by unemployed and under-employed people had those hours SAU L ESLAKE

been offered. Sources: ABS, Labour Force, September 2025, Job Vacancies, August 2025 and Labour Account, Australia, December quarter 2024; National Australia CORINNA ECONOMIC ADVISORY
25 Bank, Quarterly Business Survey, June quarter 2025; Jobs and Skills Australia, Infernet Vacancy Index; SEEK, Employment & Salary data. INDEPENDENT ECOMNOMICS



https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/jobs/job-vacancies-australia
https://www.abs.gov.au/statistics/labour/labour-accounts/labour-account-australia/sep-2024
https://business.nab.com.au/nab-quarterly-business-survey-june-2023/
https://www.jobsandskills.gov.au/data/internet-vacancy-index
https://www.jobsandskills.gov.au/data/internet-vacancy-index

The squeeze on household finances is starting to ease

Real wages Interest income and payments Household saving
3 .
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Sources: ABS, Wage Price Index, June quarter 2025, Consumer Price Index, June quarter 2025 and Australian National Accounts: National Income, Expenditure and SAU L ESLAKE
Product, June quarter 2025; Westpac, Westpac-MI Consumer Sentiment, October 2025.
26 CORINNA ECONOMIC ADVISORY

INDEPENDENT ECONOMICS


https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/jun-2023
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release

Mortgage-holders are (in aggregate) still making ‘excess repayments’ of
principal, and delinquency rates though higher remain relatively low

Mortgage interest and principal repayments as a Mortgage lenders’ non-performing loan ratios
percentage of disposable income
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Note: Disposable income in this chart is gross disposable income from the national accounts plus interest payments on dwellings.
Sources: Reserve Bank of Australia, Housing Loan Payments; Australian Prudential Regulation Authority (APRA), Quarterly authorised deposit-taking institution property S A U L ESLAKE
27 exposures statistics, September 2004 to March 2025.
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https://www.rba.gov.au/statistics/tables/xls/e13hist.xlsx?v=2025-04-25-07-29-47
https://www.apra.gov.au/sites/default/files/2025-06/20250613%20-%20Quarterly%20authorised%20deposit-taking%20institution%20property%20exposures%20statistics%20March%202025.xlsx
https://www.apra.gov.au/sites/default/files/2025-06/20250613%20-%20Quarterly%20authorised%20deposit-taking%20institution%20property%20exposures%20statistics%20March%202025.xlsx
https://www.apra.gov.au/sites/default/files/2025-06/20250613%20-%20Quarterly%20authorised%20deposit-taking%20institution%20property%20exposures%20statistics%20March%202025.xlsx
https://www.apra.gov.au/sites/default/files/2025-06/20250613%20-%20Quarterly%20authorised%20deposit-taking%20institution%20property%20exposures%20statistics%20March%202025.xlsx

Financial markets have become more sceptical about the prospects for
further rate cuts over the past few weeks

RBA cash rate and interest rates on Financial market expectations of future movements
selected categories of housing loans in the RBA cash rate
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Sources: Reserve Bank of Australia, Interest Rates and Yields - Money Market — Monthly and Housing Lending Rates; LSEG Datastream. SAU L ESLAKE
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https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
Housing Lending Rates

The housing market



Demand for housing is starting to pick up in response to the decline in
interest rates

Consumer sentiment Housing finance commitments Sales volumes
regarding buying a home (ex-refi)
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w0 Sources: Westpac, Wesipac-MI Consumer Sentiment, October 2025; ABS, Lending indicators, June quarter 2025; and Cotality, CorelLogic indices, September 2025. CORINNA ECONOMIC ADVISORY
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/economy/finance/lending-indicators
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/economy/finance/lending-indicators
https://www.corelogic.com.au/our-data/corelogic-indices

Inevitably, housing supply responds only slowly to increases in demand
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Sources: ABS, Building Approvals, August 2025, and Building Activity, June quarter 2025.
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https://www.abs.gov.au/statistics/industry/building-and-construction/building-approvals-australia/latest-release
https://www.abs.gov.au/statistics/industry/building-and-construction/building-activity-australia

As interest rates have begun to fall, property prices have begun to pick up
again - except in Melbourne, Hobart and Canberra
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Brisbane
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Note: Prices are of ‘dwellings’, ie weighted average of houses and units. Source: Cotality, CorelLogic indices, September 2025.
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https://www.corelogic.com.au/our-data/corelogic-indices

The almost continuous increase in house prices relative to incomes is
the main reason for the steady decline in home ownership rates

House prices as a multiple of Overall home ownership rate Home ownership rates by
disposable income age groups
13 1 Ratio 751 4 85 1%
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Sources: Cotality, Coreloagic indices, September 2025; ABS, Australian National Accounts: National Income, Expenditure and Product, June quarter 2025, and Labour Force, SAU L ESLAKE
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https://www.corelogic.com.au/our-data/corelogic-indices
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.corelogic.com.au/our-data/corelogic-indices
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/people/housing/housing-census/2021
https://www.abs.gov.au/census/find-census-data/historical
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Governments of all political persuasions, at all three levels, have done
things over long periods of fime which have made the problem worse

What have governments done in What else have governments done in or to
response to falling home ownership rates? housing markets? Until recently ...

O First Home Owners’ Grants O Reducing spending on the construction
O Stamp duty concessions & exemptions and maintenance of ‘social housing’

O More generous tax breaks for property investors d Implementing more restrictive planning
Q Shared equity schemes and zoning laws and regulations

0 Mortgage deposit guarantee schemes Q Recouping more of the costs of providing
O Pressure on the Reserve Bank to reduce (or not urban infrastructure through charges on

A\

to lift) interest rates builders and developers

> All of which have the effect of reducing

All of which have the effect of enabling people .
the supply of housing

to spend more on housing than they would
otherwise be able to - ie, inflating the demand
for housing

f demand +‘ supply = 1 higher housing prices = ‘ lower rates of home ownership
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So why do governments keep doing things that don’t solve the problem -
but in fact make it worse?

First home buyers and existing property 0 On average, there are about 170,000 people who succeed in
owners becoming first home buyers each year
14 - O Even if you assume that for every one who succeeds in

Number becoming a first home buyer, there are five or six who don’t -
12 1 that's still only about 1 million votes for policies which would
o - restrain the rate of house price inflation

O At any pointin time, there are about 11.6 million Australians

8 1 who own their own home (outright, or with a mortgage) ...
6 - Q ... and there are about 2.3 million Australians who own at

least one investment property
O Even allowing for a large ‘overlap’ between these two groups,

2 A that implies up to 12 million votes against policies which
‘ would restrain the rate of house price inflation

— or, alternatively, up to 12 million votes for policies which have the

First home buyers Home owners Investment

fo June 2025, assuming 1.9 (in 2022-23, 0 And even the dumbest politician can ‘do that math’
according to ABS adults per according to ATO . .
housing finance occupied Taxation - and they do, at every election — and between every election
commitments data dwelling) Statistics)

and assuming 1.5
adults per loan)

Sources: ABS, Lending indicators, June quarter 2025 and Housing: Census, 2021; Australian Taxation Office, Taxation Stafistics — Individuals, 2022-23. SA U L ES LAKE
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https://www.abs.gov.au/statistics/economy/finance/lending-indicators/latest-release
https://www.abs.gov.au/statistics/economy/finance/lending-indicators/latest-release
https://www.abs.gov.au/statistics/people/housing/housing-census/2021
https://www.ato.gov.au/about-ato/research-and-statistics/in-detail/taxation-statistics/taxation-statistics-2022-23/statistics/individuals-statistics#Chart10Individuals
https://www.ato.gov.au/about-ato/research-and-statistics/in-detail/taxation-statistics/taxation-statistics-2022-23/statistics/individuals-statistics#Chart10Individuals
https://www.ato.gov.au/about-ato/research-and-statistics/in-detail/taxation-statistics/taxation-statistics-2022-23/statistics/individuals-statistics#Chart10Individuals
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Important information

This document has been prepared by Saul Eslake on behalf of Corinna Economic Advisory Pty Lid, ABN 165 668 058 69, whose registered office is located at
Level 11, 114 William Street, Melbourne, Victoria 3000 Australia.

This document does not purport to constitute investment advice. It should not be used or interpreted as an invitation or offer to engage in any kind of financial
or other transaction, nor relied upon in order to undertake, or in the course of undertaking, any such transaction.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document
accurately reflect the author’s personal views, including those about any and all financial instruments referred to herein. None of Saul Eslake, Corinna
Economic Advisory Pty Ltd nor Independent Economics however makes any representation as to its accuracy or completeness and the information should not
be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without
notice. Saul Eslake, and Corinna Economic Adyvisory Pty Ltd expressly disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in
connection with the contents of and/or any omissions from this communication except where a Liability is made non-excludable by legislation.
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