
Economic roundup – February 2025
Monthly recap and key takeaways

	 Global Economy

President Trump’s 
flurry of policy changes 
upending many 
accepted global norms.

	 Policy & Markets

Gold bullion prices 
at fresh record highs 
… along with many 
equity markets.

	 Upcoming Events

GDP growth in 
Australia likely to have 
improved in Q4 … but 
not by much.

	 Australian Economy

The RBA finally cut the 
cash rate, but officials 
are cautious about 
the outlook.

Global economy
President Trump’s flurry of executive 
orders dominated the global news‑flow 
last month. The most contentious 
deliver new tariffs on imports to 
the US from Canada, Mexico and 
China, alongside threatened tariffs 
on European exports. There also are 
imposts on aluminium and steel that 
may catch Australian imports into the 
US. Australian officials are scrambling 
to win exemptions.

Predictably, the targeted countries 
have retaliated, which risks triggering 
an escalating global trade war, from 
which there will be few winners. Tariffs 
add to inflation, reallocate capital to less 
productive activities, lower the welfare 
of affected countries and, ultimately, 
deliver weaker economic growth.

There already are signs that the 
decline in global inflation has slowed. 
For example, US inflation came in 

above economists’ expectations in 
mid‑February, thanks to higher goods 
prices. The six-month annualised rate of 
US inflation rose to 3.7 per cent, from 
3.2 per cent in December.

Finally, New Zealand’s central bank cut 
interest rates by another half a point last 
month, the third straight policy easing of 
this magnitude.
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US inflation ticked up in January 

Figure 2: US CPI measures, annual per cent change
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	 Chart of the Month

US tariff revenue collections
Figure 1: United States duties collected as a share of total imports, per cent

Global tariffs applied to 
international imports had 
been falling for decades 
as trade wars became a 
thing of the past. Tariff 
collections increased 
during the term of the 
first Trump Presidency, 
however, and are poised 
to do so again given the 
recent announcements of 
new tariffs under Trump 2.0.
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Policy and markets
Here, monetary and fiscal policy finally 
are pulling in the same direction 
(that is, both easing), but that in itself 
is not a positive development with 
the fight against inflation not yet over. 
The Commonwealth fiscal tap is firmly 
turned “on”, with both major parties 
promising more government spending 
ahead of the election. There also is 
fresh stimulus from the states as local 
elections loom.

In financial markets, investors pared 
back expectations for further official 
interest rate cuts, including for the 
US Federal Reserve. The uptick in 
US inflation triggered more cautious 
commentary from Fed officials about 
the pace of further rate cuts in the US. 
Markets also trimmed futures market 
pricing for further rate cuts in Australia.

All the while, gold bullion prices 
continued to climb, reaching yet 
another record high. Many global share 
markets also hit new record highs 

last month. Crude oil prices, however, 
slid on concerns that increasing trade 
tensions will slow the rate of global 
economic growth.

	 March Preview

This week sees the release of Australia’s 
Q4 National Accounts containing the 
latest GDP and productivity statistics, 
among others. Economists expect 
the economy to have expanded at 
a quicker pace last quarter.
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Australian economy
The main event locally in February was 
the Reserve Bank finally cutting the 
official cash rate. The quarter point 
reduction was the first by the RBA since 
late 2020 and reverses the isolated hike 
in November 2023. The accompanying 
statement and staff forecasts hint that 
the decision was a close call, not the 
“lay-down-misère” implied by the 
90 per cent probability priced into 
futures markets. Officials remain 
cautious about the outlook.

A downside surprise on quarterly 
inflation at the end of January had 
opened the door for the RBA’s easing, 
but this week’s small increase in core 
inflation on a monthly basis shows that 
the inflation fight continues.

The building blocks for the fourth 
quarter GDP result continued to fall 
into place last month and signal a small 
improvement in the rate of economic 
growth relative to the subdued growth 
delivered in recent quarters. Surveyed 

economists expect a 0.4 per cent gain in 
real GDP over the quarter, which will see 
annual growth rise back above 1 per cent.

Separately, there were more signs of 
life in the consumer. Retail trade in 
December was better than economists 
had expected and consumer confidence 

improved, albeit from low levels. 
One explanation, despite ongoing cost 
of living concerns, is the continued 
strength of the labour market. The 
jobless rate rose to 4.1 per cent in 
January, but that’s low relative to the 
weak rate of economic growth.
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RBA finally trimmed the cash rate 
Figure 3: RBA official cash rate and futures-implied expectations, per cent
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Commonwealth spending footprint growing larger 
Figure 4: Commonwealth government spending, per cent of GDP
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