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The Month in Review
Economic and Market Trends

In September, the market's attention was centred on the G3 central
bank policy maatings. First, the US -ederal Reserve (Fed) kept its
policy rate unchanged at 0 ¥5%-0.50% at its September meeung. In
the lead up to the mesting, several Fed Presidents suggssted that
the economic performance of the US eccnomy warrantad higher
interest rates. Ever Fad Chair Janat Yellsn said the case for a rate
hike had “strengthened' 0 recert months when she spoke at a
central bank confercnce in August Thase comments made some
analysts cxpoct a rate hike in September. But whilc the Fed decided
to leave its policy rate unchanged “for the time baing’”, policymakers
conceded that the risks surrounding the US economy were no longer
to the downside, and that the case for higher rates had strengthened
in recent months. In fact, three of the ten Fed committee members
voted for a rate hike in September.

Second, the European Central Bank (ECB) also left mornetary policy
unchangad in September Recent rhetoric from the ECB has been a
lille more upbeal on the growth outlock. Indeed, ECB President
Mario Craghi expressed scme pride thal the FCGR's previous policy
measuras had succeaded in deliverng healthy growth In fact, FCR
nfficials commented that they did nat even feel the nead th discuss
further policy easing at the pelicy meeting. This has resulted in some
investors questioning whethar the 2ra of extireme central bank
suppart may ke drawing to an end For financial markets that have
become nighly depandent on the prospect of ever-larger quantitative
easing programmas, this could pose a significant challenge.

And third, the Bark of Japan (BoJ) met to discuss policy in
September. After conducting a comprehensive review of its monetary
policy settings, the BcJ announced that it will pursue “yield curve
control”. VWhile analysts are a litfle unsure what this entalls, it aopears
to mean that the Dol will seek to set a shert-term interest rate (as
most certral banks do), as well as the 10-year bond vield - end
thereby the slope of the vield curve. This should be positive for
Japanese banks as they benefit from a sieeper yield curve although
analysts disagres as fo whather it will benefit the broader economy

In Australia we receivad an 1pdate on economic growth The
Australian economy grew by 0 5% in the Juna quarter and by 3 3%
over the past year. While rising 2xports have been the mainstay of
Australian growth over the last year, in the June guarter it was
govarnment spending that undarpinnad growth. The strength of
govarnment spending in Q2 vras surpnsing given hat governments in
most junsdictions have committed themsealves to fiscal consolidation.
In our view, there 1s a good chance that the surge in spending n 12
will be partly raversed in Q3. Zven =c, this unexpected boost was
sufficient to ensure tha: the Australian economy has grown
consistently for 25 years, which is a remarkable achiavament. The
Rescrve Bark of Australia kept the cash rate unchanged at 1 50%.

Initially, equity markets had fallen dramatically during the montn as
the prospect of higher interest rates in the US looked mors likely.
However, the Fed's inaction helped reverse the mid-month losses in
equity markets. After a bumpy ride, the S&P500 finished September
slightly lower at -C.1%, while the ASX200 was up a modest 0.1%.
Eond vields behaved similarly, rising in the lead-up to the Fed policy
meeting but %&ling aftzrward. That said, bond yields finished higher in
the month. The Australian 10-year yield finished 8bps higher at
1.91%, while the U3 10-year yield was 1bp higher al 1.59%. The A%
increased 2% in Seplember o almost 77 US cenls as rising
commod ty pricas supparted the local currancy.

Financial/Economic Data
September 2016
RBA Cash Rate
%

T.00

— R H A 50 Rale

3.00

1.00
Jep-04 Sap-07 Sep-10 Sep-3 Ser-16
Australia Dollar
110 ALDILSD

1.00
0.90
0.80

070

0.0

e B

0.50
3ep-04  Sep-07  Sep10  Sepd  Sep-16

Australian Economy

500 %, Ann Awvg.
Headling CFI

4.00 — GOP Growt
3.00
200
1.00
Uzc-04 BESIH Uze-10 Uac-13 Jee-16
Unemployment Rate
700 | %
600
500
400 NEW/
Rest of Aust-alia
300

Sep 04 Sep 07 Sep 10 Sep 13 Scp 18

10f 2/ TCorp Local Government Services

Ballina Shire Council
27/10/16

Ordinary Meeting Attachments
Page 148 of 195



10.1

Investment Summary - September 2016.DOC

orp

The State of NSW
Population growth in NSW matches Australia

Post the 2000 Sydney Olympics, NSW population growth slowed to 0 5% v/y, breaking away from the taster paca
of growth chserved ir the rest of Australia (+1.4% y/y). Sevaral years after, population growth in MSW laggec the
rest of Australia resulting in less favourablz outcomes in the labour market (rsing unemployment) and in the
property market (0% house price growth between 2004 and 2009)
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Ower the past year hawaver, population growth in NSW has almnst tripled from the lows & decade aga
Furthermore, population growth in NSW I1s now back in ine with tne rest of the nation for the first time since 2001.
The relalively fast pace of population growth in NS\ has both poosted and reinforced the healthy upswing in most
indicators of economic activity, such as housing, household consumption. business investment, and State
government spendng.
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Pupulation growlh s becoming more difficull lo achieve, especially growth in the working aue populalion. While il
isn't news that Japan's working sge population is in decing, other major economies have sinca been added to the
list, such as Germany and China. However population growth is an essential contrbutor to demand and overall
growth. And this is why NSV (and even Australia as a whole), is wel placed to navigate through these challenging
global conditions, such as slowing global trade and low rates of retumn.

The miarmaton sentaned v this Raped @ subiect 'a change withau! nefioe. TCop daes nat guarantes the scousany, tirtaliness, seliabdity aronmple'etess af the inform stion and wil nol be
liable for any eTors, omissions or sctions feken in relapce ar the informaton i this Report, You ahould svold placing any wndue refienze on the forvrama boking informatizr, Any forward
leoking nfermatise iz precietive N natire and ray be siected by Maceurale SSEUMBLons or by KEWN oF UNKNDWN MSks oF LNCEMantes, The expecied f@auits May differ from ihe fesuits
wltimately senisved. Fast neris iz neta arinciation of Wik resulte. This Repoet is for tne recipiont anly snd should sef ae clreulated witont TCarp's oonsent.
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