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The US Federal Reserve lifted interest rates for the 8th time in September  to 2.0%, a 
rate that is now higher than official interest rates in Australia. The US economy is growing 
strongly, with growth of 3.1% forecast for 2018, full employment and inflation on target 
at 2%. The Fed forecasts one more rate rise this year and three in 2019. Meanwhile, 
Australia’s cash rate remains at an historic low of 1.5%. The growing differential between 
local and US rates pushed the Aussie dollar lower in September, down more than 2% to 
around US72 cents.  
 
Locally, our economy continues to be in good shape. Australia’s record period without 
a recession is now in it’s 28th year, with growth up 0.9% in the June quarter, 3.4% 
annualised, the strongest rate in 6 yrs. The Budget deficit fell to $10.1 billion in 2017/8, the 
smallest in a decade, with more Australians in jobs and record company profits boosting 
tax revenues and reducing the welfare bill. Unemployment was steady at 5.3% in August. 
Consumer and business confidence continue to fluctuate on political uncertainty.  
 
Higher interest rates (in the U.S.) and interest costs (locally) will make it harder for markets 
to go higher.  Fundamentally, markets are driven by profitability and these additional costs 
will make it more difficult to continue to grow at current rates.  
 
Headline statistics for the first 3 months of the financial year to September 30, 2018 are as 
follows: 
- All Ordinaries: 6,325; up 36 points or 0.57%, 
- Listed Property Accum. Index:  49,391.9, up 1.61%, 
- 90 Day Bank Bills: 1.83%; down 0.21% 
- FTSE 100: 7,510; down 1.38%, 
- S & P 500: 2913; up 7.1% 
- Dow Jones 26458; up  9.01% 
- AUD vs U.S. Dollar; 0.72; down 2 cents or 2.70%
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