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Glenn Hunt 

Leading economists are predicting rates could fall three times, or by as much 

as 75 basis points, next year if unemployment rises and the economy 

continues to decline. 

Domain Group* senior economist Dr Andrew Wilson said cutting interest rates 

would be the only tool left to help boost the economy, and could occur as 

early as February. 

"We have a very high Budget deficit, so there's no prospect of stimulating the 

economy through government spending," Dr Wilson said. 

"We will continue to see the government cost cutting, so the heavy lifting has 

to be done by interest rates. It's the only tool left in the kit bag." 



National economic growth, or GDP, increased by just 0.3 per cent in the 

September quarter, for an annual rise of 2.7 per cent. 

"We need three per cent at least, to have jobs growing," Dr Wilson said. 

"We're also seeing a concerning trend in falling participation rates. People 

have either given up looking for work, or been discouraged." 

However, the NSW economy was much stronger, increasing by 1.3 per cent 

over the September quarter, for a rise of 4.7 per cent over the year and a 

contribution to national GDP of 0.4 per cent.  

Domain Group figures to the September quarter show the Sydney median 

house price now sits at a record high of $843,994. 

Dr Wilson said although Sydney had been the outperformer, other states 

hadn't experienced the same growth. 

There were also some signs Sydney's incredible boom was slowing down, with 

auction clearance rates starting to fall, down to 70.5 per cent last weekend. 

"It's a boom economy in NSW but we can't have interest rates set on just one 

economy," he said. 

"The other economies are really struggling." 

Dr Wilson was one of the first economists to predict a rate cut. 

NAB senior economist Alan Oster is also predicting rates will fall and believes 

there will be at least two rate cuts next year. 

But Mr Oster said there was also a 30 per cent chance of three cuts by the 

end of 2015, because a 'surprise' was needed to boost the economy. 

"The first cut will be March, but 25 basis points isn't going to be enough. They 

have to surprise the market. If two doesn't do it, maybe three will. We say a 30 

per cent chance (of three cuts) but we don't put it in our forecast unless it's 50 

per cent (chance)." 

Mr Oster previously said there would be a rate rise in late 2015. 

However, he said commodity prices have since dropped and as a result, $25 

billion would be wiped from the economy next year. 

This would lower GDP, and would increase the national unemployment rate 

from its current level, 6.2 per cent, to 6.75 per cent. 

And finally, a NAB business survey showed confidence was eroding. 



"We're now down to levels that are the same as the back end of the 

Rudd/Gillard years," he said. 

"A lack of confidence says people will be reluctant to employ, reluctant to 

hire. If you're sitting in the middle of next year saying unemployment is high 

and we have undershooting inflation, unless the currency completely drops, 

you have to do something." 

* Domain Group is owned by Fairfax Media. 
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