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Minutes of the April RBA Board Meeting 

Caught Between the Devil and the Deep Blue Sea 
· The minutes of the April board meeting continued to suggest that the RBA remains caught 

between heightened risks in the housing market and patchy conditions within the domestic 
economy. 

· A lot of the commentary was devoted to assessing the financial stability risks that were raised in 
the RBA’s recent Financial Stability Review. The RBA noted that “it would take some time to 
assess fully the effects of the recent pricing changes and the increased supervisory attention”, 
and that more could be done to address risks. 

· There was some increased concern in regards to the domestic economy. The RBA noted that 
household spending was “a little weaker than expected”. On the labour market, highlighted that 
conditions were soft, but the minutes preceded the surge in jobs data that was witnessed last 
week, which was likely some payback for the weakness in jobs in earlier months. 

· The RBA also was slightly less upbeat regarding the potential boost to incomes given that iron 
ore prices have recently fallen. However, this was an outcome that had been expected by the 
RBA. 

· Some of the commentary could be interpreted as the RBA being a bit less upbeat in regards to 
the inflation outlook.  The concerns with regards to the labour market on top of subdued wage 
growth and ongoing competition in the retail sector were highlighted. The recent stabilising in 
commodity prices also meant that globally core inflation measures were low.  

· The RBA’s concerns on the labour market will be somewhat alleviated by recent surge in 
employment, although the RBA should be cautious into reading too much into one month’s 
data.  Notwithstanding the more positive jobs data, there remains a risk that inflation will not 
pick up as anticipated as spare capacity continues to exist and commodity prices were no longer 
rising.  That said the RBA remains clearly concerned with regards to risks arising from the 
housing market. While these concerns remain, the RBA will likely refrain from cutting official 
interest rates. 

The minutes of the April board meeting raised a range of concerns from the RBA. Most notable 
were the concerns over the risks in the housing market and recent weakness in the labour market. 
In the final paragraph, the RBA states, “Developments in the labour market and housing markets 
warranted careful monitoring over coming months”.   

A lot of the commentary was devoted to financial stability risks that were addressed in the RBA’s 
recent Financial Stability Review. It discussed the measures by APRA and the action taken to curb 
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interest-only lending. It was noted that “it would take some time to assess fully the effects of the 
recent pricing changes and the increased supervisory attention”, and that more could be done to 
address risks. 

There was some increased concern in regards to the domestic economy. The RBA noted that 
household spending was “a little weaker than expected”. On the labour market, the RBA board 
highlighted the discrepancy between softer job growth and above-average business conditions, 
and that forward-looking indicators pointed to stronger employment than observed. However, the 
minutes preceded the surge in jobs data that was witnessed last week, which was likely some 
payback for the weakness in jobs in earlier months. 

The RBA also was slightly less upbeat regarding the potential income boost from commodity prices 
given that iron ore prices had fallen. However, this was an outcome that had been expected by the 
RBA.  

Interestingly, the RBA added a paragraph on inflation in its considerations for monetary policy, 
highlighting that the pick up in underlying inflation was expected to be “gradual”. It also noted 
that wage growth was subdued, and that “competition in the retail sector continued to be strong”. 
It could possibly be interpreted that the RBA perceived an increased risk that inflation would not 
pick up as expected. The RBA was also less hawkish on global inflation given that oil prices had 
stabilised, and that core inflation was still low. However, it noted that the reduction in spare 
capacity in advanced economies would be expected to result in a lift in global inflation.  

 

Outlook for Monetary Policy   

The minutes continued to highlight that the RBA remains caught between heightened risks in the 
housing market and patchy conditions within the domestic economy.  

While the RBA’s concerns on the labour market will be somewhat alleviated by recent surge in 
employment data, there remains a risk that inflation will not pick up as anticipated. Moreover, the 
RBA should be cautious into reading too much into one month’s data, and other indicators 
continue to suggest that there remains spare capacity within the labour market. This risk that 
inflation will not pick up as expected is further reflected by stabilising commodity prices. In 
particular, the recent pullback in iron ore and coal prices are less of a boost to incomes, although 
this development is broadly in line with the RBA’s expectations.  

That said the RBA remains clearly concerned with regards to risks arising from the housing market. 
While these concerns remain, the RBA will likely refrain from cutting official interest rates.  

 

  
Janu Chan, Senior Economist 

Ph: 02-8253-0898 
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The Detail 
 
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not 
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives 
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be 
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply 
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne 
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in 
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change. 
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees 
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of 
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or 
transmitted without the written consent of Bank of Melbourne. 
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