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Economic Analysis Market Highlights October 2022

THIS MONTH’S WESTERN AUSTRALIAN DATA HIGHLIGHTS

e The RBA Board raised the cash rate by a further 25 basis points to 2.85% at its November meeting.
e Perth CPI declined 0.5% in Q3, while the annual rate of CPI inflation fell 1.4ppts to 6.0%.

e The Western Australian unemployment rate, at 3.4%, remains one of the lowest nationwide.

o Retail sales rose 1.4% in Western Australia in September to be up 7.8% YoY.

e Duwelling approvals fell 9.3% in Western Australia in September.

PERTH CPI Q3 2022

e The Perth CPI declined by 0.5% in Q3 2022, while the annual rate of CPI inflation fell 1.4ppts to 6.0%. This was
the lowest inflation of all the Australian capital cities. Perth was the only capital city to see a decline in consumer
prices in the quarter.

e The fall in the Perth CPlin Q3 was driven by an 84.3% drop in the electricity price index due to the A$400 household
electricity credit introduced by the Western Australian government from July. This was the second household
electricity credit introduced by the Western Australian government since the COVID-19 pandemic started.

e The second most important factor of the Q3 decline in Perth CPIl was a 5.8% drop in automotive fuel prices, which
was reflected the fall in global oil prices in the quarter.

e The big drop in the electricity price index was the major contributor to a 2.1% fall in the goods component of the
CPI, while services prices climbed 1.8% in Q3. Despite the decline in Q3, the annual rate of goods price inflation
of 6.4% continued to outstrip services inflation of 5.5%.

e Dwelling construction costs continued to make an outsized contribution to Perth CPI inflation, as it has in the other
capitals, with the index for new dwelling purchases rising 2.7% in the quarter to be up 31.1% YoY.

e The annual rate of core inflation accelerated with all groups CPI, excluding food and energy, rising 1.8% in the
quarter to be up 7.8% over the year.
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FINANCIAL SOLUTIONS FOR THE BENEFIT OF ALL WESTERN AUSTRALIANS


https://www.watc.wa.gov.au/wp-content/uploads/2022/10/CPI-Q3-2022.pdf
https://www.watc.wa.gov.au/wp-content/uploads/2022/10/Labour-force-September-2022.pdf
https://www.watc.wa.gov.au/wp-content/uploads/2022/10/Retail-Trade-September-2022.pdf
https://www.watc.wa.gov.au/wp-content/uploads/2022/11/Building-Approvals-September-2022.pdf
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Australian Interest Rates (%) FX and Equities
RBA Cash Rate Target 2.60 (125 pt) | AUD/USD 0.6397 (15 pt)
90-Day Bank Bills 3.14 (12 pt) | AUD/JPY 95.13 (12.5 pt)
3-year Australian Government Bond 3.29 (134 pt)
10-year Australian Government Bond 3.76 (120 pt) | ASX200 6864 (1390 pt)

*As at end of October. Figures in brackets represent the monthly change.

MARKET SUMMARY

e The RBA board dialled back the pace of tightening, raising the cash rate by 25 basis points at both the October
and November meetings following a series of 50 basis point increases. A peak in the cash rate of 3.85% is
priced in for 2023, down from the 4.10% that was priced in at the end of September.

e Australian bond yields fell in October. Yields at the short end of the curve fell as the RBA eased back on the
pace of its cash rate hikes, causing traders to revise down their expectations for the peak in the cash rate. The
decline at the long end of the curve was partially driven by the fall in global bond yields.

e The Australian dollar fell to a low of ¥91.49 against the Japanese yen on 11 October, its lowest level since May,
before recovering to close the month at a 52-week high.

e Australian equities rebounded 6.0% in October, joining the global market rally to recoup most of September’s
losses. Almost all the major market sectors gained during the month, led by finance, energy, and real estate.
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*Spreads are to nearest Commonwealth Bond.
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Any opinions, judgments, conclusions, forecasts, predictions or estimations contained in this advice are made in reliance on information provided to Western
Australian Treasury Corporation which Western Australian Treasury Corporation believes to be reliable. Western Australian Treasury Corporation, however, cannot
guarantee the accuracy of that information. Thus, any recommendations are made in good faith but are provided only to assist you with any decisions which you
make. These recommendations are not intended to be a substitute for professional advice on a particular matter. Before accepting or rejecting those
recommendations you must discuss your particular needs and circumstances with Western Australian Treasury Corporation.

Head Office: Level 12, 225 St Georges Terrace, Perth WA 6000 Phone: (+61) 8 9235 9100 Email: watc@watc.wa.gov.au

Postal Address: PO Box 7282, Perth Cloisters Square WA 6850 Facsimile:  (+61) 8 9235 9199 Website: www.watc.wa.gov.au




