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THE
BLACKWELL
ADVANTAGE

BLACKWELL GLOBAL

Blackwell Global is a global brokerage, aiming to be 
the most trusted financial service provider. We are 
committed to transparency, integrity and service 
excellence.

Founded in 2010, we now have global presence in over 
90 countries.

We believe that sound investment and trading decisions 
begin with a strong grounding in financial education. 
Our goal is to make this available to everyone - and this 
free eBook is part of that commitment. 

To find out more about Blackwell Global, please visit: 
www.blackwellglobal.com
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MORE
OF THE
SAME?

FOREWORD

On Tuesday 2nd October 2018, the board of the 
Reserve Bank of Australia (RBA) held its monthly 
meeting.

During this meeting, the RBA board opted to leave its 
benchmark interest rate unchanged, leading many 
traders to question when the central bank might change 
course. 

The purpose of this eBook is to analyse the monetary 
policy of the RBA - and what we can expect in the 
months ahead.

Patrick Latchford
CEO, Blackwell Global Investments (UK) Limited
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THE 
OCTOBER 
MEETING

THE OCTOBER MEETING

During the RBA’s board meeting on Tuesday 2nd October 2018, it 
was decided that the cash rate would remain unchanged at 1.5%. 
This made October 2018 the 26th straight month of interest rate 
stability.

GLOBAL MONETARY POLICY

Globally, economic expansion continues for several advanced 
economies. With this in mind, we’ve seen some major central 
banks (such as the Federal Reserve and the Bank Of England) hike 
their interest rates.

This monetary policy trend is a signal that many central banks 
believe that the global economy has fully recovered from the 
financial crisis of 2008. In other words, the age of record low 
interest rates could be coming to an end.
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However, it seems the RBA is not on that wavelength (yet). Let’s 
explore why in further detail.

THE AUSTRALIAN ECONOMY

So why has the RBA opted to keep interest rates at 1.5%? At first 
glance, Australian economic data is impressive.

For instance, let’s look at GDP.

In September 2018, Australia’s annual GDP rate hit a healthy 3.4%. 
Furthermore, forecasts from the RBA suggest that GDP will stay 
just above 3% for 2018-19. 

Australian unemployment is also low. It currently sits at 5.3%, the 
lowest rate in almost six years. There is, however, a rather high 
vacancy rate and a skills shortage across the country. Forecasts 
suggest that Australian unemployment could continue to fall 
towards 5%.

Australian business conditions are also looking positive. There 
has also been more investment in public infrastructure which has 
contributed to the Australian economy’s growth this year. Plus - an 
increase in resource exports has also helped growth. 

But there’s one lingering issue: low inflation.

After October 2018’s meeting, the RBA lowered its inflation 
forecast to 1.75% (from 2.25%) for 2018. This is below the RBA’s 
target inflation rate of   2-3%.
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This is why the RBA has kept its cash rate at a record low. 
Remember - central banks usually hike rates to taper inflation 
(the rate at which the costs of goods and services increase). At 
this moment in time, Australian inflation needs to increase, not 
decrease.
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MONETARY
POLICY
OUTLOOK

IS A HIKE ON THE CARDS?

At the time of writing, it’s likely that the RBA will continue to hold its 
cash rate at 1.5% until 2020.

Why? Primarily, the RBA will want to ensure inflation consistently 
falls within the upper band of its 2-3% target. Plus, there are a 
variety of global economic uncertainties that Australia is exposed 
too.

TRADE POLICY IMPLICATIONS

The biggest risk comes from trade tensions between China and the 
US. Australia is particularly vulnerable to changes in trade policy 
between these two countries because China is its largest export 
market. 

Fundamental changes in China’s trade policy could mean less 
demand for critical Australian exports, including iron ore and coal. 
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Exports in food and services could also face weakened demand.

The reason for this is simple. US tariffs on Chinese goods have 
the potential to damage import-reliant Chinese industries and 
jobs. Should this happen, Australia will find its demand from China 
reduced.

In fact, an estimate from UBS economists suggests that as much 
as 1.2 million Chinese jobs could be at risk because of US tariffs. 
Further estimates from KPMG suggest that Australia could lose 
$36 billion across the next ten years - the equivalent of 0.3% GDP 
growth - because of US/Chinese trade tensions.

DOMESTIC PRESSURES

The Australian economy also looks a little vulnerable in certain 
areas. For example, despite low unemployment, wage growth is 
largely stagnant.

Australian house prices have also dropped. In fact, in September 
2018, Australian house prices experienced their largest monthly 
fall since the global financial crisis. Homes in Sydney and 
Melbourne were down 6.1% and 3.4% respectively year-on-year.

These factors indicate that the RBA is likely to keep interest rates 
at 1.5% for the foreseeable future.

EFFECT ON THE AUSTRALIAN DOLLAR

The Australian dollar is often referred to as a barometer for the 
health of global trade. With this in mind, it’s no surprise that the 
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Australian dollar index has fallen from 65.80 to 61.60 over 12 
months.

US interest rates and the attractiveness of the US dollar have also 
weakened the Australian dollar. The truth is that USD is a much 
more preferable currency to hold for investors than its Australian 
counterpart.

We expect more of the same for the Australian dollar in the 
coming months, with AUD likely to be vulnerable to US and China 
trade talks.
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WHY
BLACKWELL 
GLOBAL?

We can’t pretend that is easy to become a successful trader. But 
we are here to help and support you as you make your trading 
journey, providing dedicated resources such as our demo trading 
accounts and regularly published research materials.

Founded in 2010, Blackwell Global was established to offer 
brokerage solutions for private and institutional clients. Blackwell 
Global is a Straight Through Processing or STP broker who provide 
their clients with superior liquidity and price feeds from top 
international banks. These are offered alongside 24-hour technical 
support, market research tools, educational materials, professional 
partnership programmes and fully integrated trading platforms.

We offer access to multiple asset classes including more than 
60 currency pairs, precious metals and other contracts for 
differences. As a global broker, we are always striving to achieve 
excellence in our customer service, as well as developing 
innovative technology to support our customers needs.
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Today, the Blackwell Global group of companies has a presence in 
over 90 countries.

To find out more about Blackwell Global please go to:

www.blackwellglobal.com

Or contact Customer Support:

Tel: +44 (0)203 695 0898
Email: cs@blackwellglobal.com

Risk Warning: Forex and CFDs are leveraged products and involve a high level of risk and can result 
in the loss of all your invested capital. 71% of retail investor accounts lose money when trading CFDs 
with Blackwell Global Investments (UK) Limited. Therefore, Forex and CFDs may not be suitable for 
all investors, so please consider your investment objectives, level of experience, financial resources, 
risk appetite and other relevant circumstances carefully. Seek independent advice if necessary. 
Please consult our full risk disclosure and make sure you understand the risks before entering any 
transaction with Blackwell Global Investments (UK) Limited.

Disclaimer: The report provided by Blackwell Global Investments (UK) Ltd is meant for informative 
reading and should not be relied upon as a substitute for extensive independent research and is 
no guarantee of a successful trading outcomes. The opinions expressed in this eBook are do not 
take into account any particular individual’s investment objectives, financial situation, or needs, 
and should not be interpreted as financial advice nor an encouragement to trade any investment 
product.
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