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Australia:  

Australia is one of the wealthiest economies of the world. GDP per head at PPP is 
22% higher than the OECD (Organisation for Economic Co-operation and 
Development) average. The country is very internationally focused with open door 
policies that were created within the last 30 years. Recently the country’s economic 
boom has been mainly due to the natural resources investment rush. The country 
has not experienced a recession in the last 22 years. It has been shielded from the 
Global Financial Crisis, as the fiscal position of the government has enabled them to 
implement a major stimulus program. 

 

 

 

 

 

 

 

 

 

The investment fuelled explosion in China’s infrastructure construction, and the rise 
of its extraordinary manufacturing capacity over the past two decades proved to be a 
boon for resource based economies like Australia, Canada, Brazil, Africa and others. 
Australia particularly, in the past decade, knowingly and firmly hitched its star to 
China’s rising, resource devouring wagon. And while China grew and consumed raw 
materials at a hereto unprecedented rate, Australia did very well. Recently as China’s 
sizzling growth rate has cooled, so has Australia’s. In the Chart below, the Australian 

               
               



  

Bureau of Statistics has estimated 2014 GDP rate at 2.8%. In our view, that estimate 
is optimistic and real growth will probably come in about 2.5% or lower, as China’s 
economy cools further, and drags the Australian economy down with it. 
 

 

 

 

 

 

 

 

 

Overall, Australia’s near term prospects do not look good. Its GDP is declining 
steadily over the past 6 quarters and will continue to do so, in our view. While the 
other Asian economies (other than China) continue to post decent growth numbers 
relative to the developed economies, the global commodity demand will continue to 
slide due to China’s falling demand for raw materials and energy.  

 

 

 

 

 

 

 

 

 

 

 

 

In the following Charts, Australia’s internal consumption is projected to decline, which 
will be in line with its slowing economy, along with substantial drops in business and 
mining investment and capacity utilization. Australia’s housing sector has been a 
bright spot with robust increases in prices, but now with the near and medium term 
economic prospects dimming, housing prices will be negatively impacted. With the 
commodity markets looking grim, Australia is facing some serious headwinds. 
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Similar to Canada, Australia has a highly stable and well capitalized banking system. 
Four of the largest banks have a market share of about 92% and share the same 
business model. The Australian economy’s weaknesses include its current account 
deficit; relatively high household indebtedness; and the banks’ reliance on foreign 
funding.  
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