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AVERAGE FIGURES HAVE BEEN
ROUNDED TO THE NEAREST FIGURE.
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MARKET ECONOMISTS
6.0 6.1 44 32 2.50 2.75 4.70 0.86 0.83 5750 0.7 44.2 Gareth Aird
5.8 5.7 46 34 2.50 2.75 4.20 0.88 0.86 6100 -4.1 54.4 Paul Bloxham
6.1 5.9 42 30 2.75 2.75 4.80 0.86 0.84 5750 0.0 48 Chris Caton
6.3 6.5 45 27 2.25 2.25 4.25 0.88 0.88 5800 -6.0 47 Saul Eslake
6.3 6.5 46 30 2.25 2.00 4.00 0.88 0.86 5843 -7.0 60 Bill Evans
5.9 6.0 52  2.50 2.50 4.70 0.88 0.87  -1.0 39.7 Justin Fabo
6.3 6.5 46 34 2.00 2.00 4.25 0.84 0.82 5900  44.4 Richard Gibbs
6.0 5.8 46 34 2.50 2.50 4.50 0.85 0.85 5700 -4.9 56.5 Scott Haslem
6.0 5.8 46 30 2.50 3.00 4.50 0.86 0.86 5800 -4.0 43 Shane Oliver
5.8 5.8 50 35 2.50 2.50 5.00 0.91 0.94  -1.2 50.5 Su-Lin Ong
6.2 6.5 52 42 2.25 2.25 4.40 0.87 0.84 5600 -5.6 42.8 Alan Oster
6.2 6.1   2.25 2.25 4.30 0.88 0.85 5900 -8.9 65.3 Tim Toohey
6.3 6.2 46 30 2.25 2.25 4.90 0.88 0.89  -8.0 58 Stephen Walters

ACADEMIC ECONOMISTS
5.9 6.0 45 35 2.50 2.75 5.10 0.89 0.87 5250 0.0 40 Mark Crosby
5.8 5.8   2.50 3.00 5.00 0.88 0.90 5400 -5.0 50 Mardi Dungey
5.9 6.1 50 30 2.75 2.75 4.80 0.80 0.80 5400 -6.0 45 Jakob Madsen
6.0 6.1 55 60 2.25 2.25 4.45 0.85 0.83  -3.2 42 Bill Mitchell
5.7 5.5 55 39 3.00 3.25 5.20 0.84 0.82 5800 -2.8 44 Neville Norman
6.5 6.25 45 25 2.50 2.50 5.00 0.83 0.85 5600 -7.5 60 Nigel Stapledon

CONSULTANTS
6.2 6.5 36 20 2.25 2.25 4.25 0.82 0.78 5800 -5.0 42 Stephen Anthony
5.6 5.1 40 5 3.00 3.50 5.25 0.93 1.00 5950 -3.0 50 Stephen Koukoulas
6.0 6.2   2.50 2.50 4.90 0.87 0.88  1.4 53.5 Richard Robinson

INDUSTRY GROUPS
6.0 5.9 63 50 2.50 2.50 4.43 0.85 0.815 5700   Shane Garrett
6.0 5.75 50 35 2.50 2.50 4.75 0.88 0.85 5800 -4.0 55 Peter Jones
6.0 6.5   2.50 2.50  0.87 0.85  -4.5  Julie Toth

6.5 6.5 36 5 3.00 3.50 5.25 0.93 1.00 6100 1.4 39.7 High
5.6 5.1 63 60 2.00 2.00 4.00 0.80 0.78 5250 -8.9 65.3 Low
6.0 6.0 47.6 32.8 2.47 2.56 4.65 0.87 0.86 5729 -3.9 49

BUDGET

advance by less than GDP. The
panel expects GDP per capita to
grow by 1 per cent during 2014,
which is an improvement on 2013.
Jakob Madsen, of Monash
University, expects it to fall,
slipping 0.5 per cent.

Inflation has been edging up
with the falling dollar, most
recently reaching 2.7 per cent in
the year to December. The panel
expects it to stay at recent highs,

finishing the year at 2.5 per cent
backed by an underlying rate of
2.4 per cent.

And the budget deficit is
expected to come in pretty much
as forecast, both this year and
next. The result is more surprising
than it seems. The forecasts in the
government’s pre-Christmas
budget update were presented as
if they reflected badly on the
outgoing Labor government. The

update predicted a deficit of
$47 billion in 2013-14 and
$33.9 billion in 2014-15, unless
something changed.

The government has set up a
Commission of Audit to
recommend changes in time to
shrink the deficit in 2014-15, but
the panel expects little progress.
It’s opting for $47.6 billion in
2013-14 and $32.8 billion in
2014-15.
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Dollar heading for US86¢
by year’s end, say pundits
B Y G L E N D A K W E K

Parity is set to be confined to the
dustbins of history, with
economists tipping the Australian
dollar to remain around its
current levels or fall even further
against the greenback this year.

The panel of economists
surveyed by BusinessDay forecast
the local currency to remain below
US90¢ this year, as the US ends its
extraordinary stimulus program and
global interest rates start to rise.
Only one economist expects the
dollar to return to parity by the end
of the year.

On average, the panel tipped the
currency to buy US87¢ by the
middle of the year and US86¢ by the
end of 2014.

The economists said a pick-up in
growth among the world’s
economies and a rise in interest
rates in some of these countries
would support its gradual decline.

‘‘The Australian dollar appeared
overvalued over the last couple of
years, primarily due to extraordinary
monetary policy stimulus being
applied in the US, eurozone, UK and
Japan,’’ Commonwealth Bank
economist Gareth Aird said. The US
Federal Reserve has started to
reduce its stimulus program, which
supported risky assets such as the
Australian dollar.

A fall in the terms of trade – a
ratio that measures export prices to
import prices — driven by an
expected further weakening in
commodity prices, would also push
the currency lower, the panel said.

Even so, they agreed the dollar
might not return to its historical
average of between US70¢ and
US75¢, as Australia still maintained

comparatively high interest rates. In
addition, commodity prices were
not expected to return to their lower
levels of the past decades.

‘‘We see fair value for the
Australian dollar as US80¢ to US85¢
over the coming decade,’’ UBS chief
economist Scott Haslem said.

‘‘[It’s] largely a reflection of our
assessment that commodity prices
are going to settle into a range lower
than where they’ve been during the
commodity price boom, but also
above where they were through the
1970s to 1990s when the Australian
dollar averaged a little over US70¢.’’

While the Reserve Bank has
stressed that the falling exchange
rate is needed to support export-
oriented sectors, some economists
said the lower dollar would be a
mixed blessing for Australians.

Bill Mitchell, professor of
economics at Charles Darwin
University, said ‘‘fair value’’ for the
dollar had to be judged according to
who it affects — such as export
industries and consumers.

‘‘Given that there are 23.4 million
consumers relative to a much
smaller number of employees —
and their families — in exchange-
rate exposed sectors, the weighting
should fall in the favour of the
consumers,’’ Dr Mitchell said. He
said a weaker currency could stymie
innovation and stop companies
from moving into export sectors.

Professor Jakob Madsen of
Monash University said a lower
currency would lead to higher
foreign debt, and thus the need for
larger future surpluses to pay it off.

He said a weaker exchange rate
may not boost exporters as much as
expected. ‘‘A much lower Australian
dollar is not going to affect the trade
balance much,’’ he said.

Top tipster has the software solutions

‘‘Barry’’ was
close to the
mark on
housing
investment.

The most accurate of the
BusinessDay forecasters this past
year was only half human.

‘‘Barry’’ is a dynamic stochastic
general equilibrium model of the
Australian economy. Its creator is
Stephen Anthony, a former
Treasury modeller who set up
private consultancy
Macroeconomics in 2007.

Dr Anthony uses his own
judgment about fiscal and
monetary policy, then uses Barry to
spit out results for everything else.
Barry is built from more than 50
equations.

Last year Barry said the
Australian economy would grow by
2.5 per cent (so far it’s been growing
at 2.3 per cent); China would grow
by 7.3 per cent (7.7 per cent so far);
US growth would be 2.1 per cent
(2 per cent); household spending
would grow by 1.8 per cent (1.8 per
cent); and housing investment by
2.1 per cent (1.7 per cent).

Barry said the Australian dollar
would end the year at US90.5¢ (it
ended at US89.2¢) and the
current account deficit would
reach $55 billion (it reached
$52 billion).

Not everything came out the
way Barry and Stephen predicted
though. Inflation was higher at
2.5 per cent, rather than 2.1 per
cent; unemployment was lower at

5.8 per cent, rather than 6.3 per
cent; and the cash rate was
nowhere near as low. It ended the
year at 2.5 per cent, well above the
machine-human hybrid’s
prediction of 2 per cent.

Only five BusinessDay panellists
got the cash rate completely right,
and they were completely human:
Shane Oliver, of AMP; Nigel
Stapledon, of the University
of NSW; Frank Gelber, of
BIS Shrapnel; Stephen Koukoulas,
of Market Economics; and Brad
Crofts, of the Australian Workers
Union.

Most of the panel thought it
would end the year much higher,
some above 3 per cent.

The inflation rate of 2.7 per

cent was an easy pick for most
of the market economists, but
for no one else, apart from Neville
Norman, from the University of
Melbourne.

Where the academics came into
their own was on the 2012-13
budget deficit.

None of the other forecasters
predicted anything like the
eventual outcome of $18.8 billion.
Professors Bill Mitchell and
Jakob Madsen came about as
close as possible, picking
$20 billion.

All of the other forecasters who
went for a lower deficit can be
excused. The treasurer had been
predicting a surplus.
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