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Topics

* The macroeconomy — GDP and unemployment

e Government policy and spending responses

e Australian housing market and residential building
* Non-residential and engineering construction

e Conclusion



Pandemic Economy

Reserve Bank of Australia, Statement on Monetary Policy, August 2020.



Government Support

Tasmania spends big as larger states move more slowly
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Differing Impacts



Victoria’s Second Wave
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ABS 6202. Monthly growth in hours worked, States and territories, Seasonally adjusted



Housing Market

Governments, the RBA and banks are treading cautiously



Approvals and Prices



Policies Are Working

Housing Loan Commitments*
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Rental Market

Table Al: State and territory rental housing market policy responses

State

New South Wales

Victoria

Queensland

Policies

$440m in land tax relief of up to 25 per cent of land tax due between 1 April and
30 September if the savings were passed on to tenants. Qutstanding land tax could also be
deferred for three months.

Evictions for rent arrears restricted until 15 October for COVID-19 impacted tenants.
Impacted tenants could not be evicted for rent arrears unless an application was made to the
NSW Civil and Administrative Tribunal and the landlord could demonstrate they engaged in
good faith negotiations over rental payments, and it would be fair and reasonable to evict the
tenant. Blacklisting tenants in rent arrears due to COVID-19 was also banned during this
period.

$500m in land tax relief of up to 30 per cent (increased from 25 per cent in August 2020) of
land tax due for commercial and residential tenancies, if rent relief was provided to tenants.
Remaining land tax payable can be deferred to March 2021.

Evictions were banned for residential tenancies (except in limited circumstances) from

29 March 2020 to 28 March 2021, after being extended from an initial six month period
during the second lockdown, and rent increases paused for the same period. Tenants unable
to secure a rent reduction could enter a binding dispute resolution process overseen by
Consumer Affairs Victoria. Blacklisting tenants in rent arrears due to COVID-19 was also
banned during this period.

Both residential and commercial tenants could apply for grants of up to $3,000 from the
Rental Relief Grant Program. To be eligible, renters needed to have registered their revised
agreement or gone through mediation, have less than $5,000 in savings and still be paying at
least 30 per cent of their income in rent.

$400m in land tax relief up to 30 October for residential tenancies if equivalent rent relief
was provided. Land tax could also be deferred for three months.

Payments of up to four weeks rent or $2,000 to those affected by COVID-19 who had no
access to other financial assistance, and met asset tests.

Tenants who were significantly impacted due to COVID-19 could not be evicted or blacklisted
until 30 September. Fixed-term leases expiring before this date were automatically extended
to 30 September.



Calm Before the Storm?



Non-residential Construction

Public and private sector expenditures are falling



Government Spending

Public Construction Work Done
Per cent of nominal GDP
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Business Investment is Weak



Conclusion

Recent data and three problems for forecasters



Building and Construction

ABS 8731. Building Approvals, July 2020. ABS 8755. Construction Work Done, Preliminary, August 2020.



Three Problems for Forecasting

e First, the economic impact and speed of policy changes, with containment measures
affecting domestic activity. Varying the date of a lockdown by a couple of weeks deeply
affects annual GDP forecasts. Cities and regions reopen at differing rates, and will have
outbreaks that need to be restricted.

e Second, the pandemic is undermining the reliability of economic data and
macroeconomic models. Lockdown measures reduce response rates to surveys on
businesses and households, increasing sampling error. OTOH, new data sources have
emerged, e.g. on bank financing, foot traffic, mobility and public transport use rates.

* Third, models are less reliable because economic forecasters are dealing with unfamiliar
epidemiological factors in the evolution of the coronavirus pandemic, which varies across
countries, states and cities.
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