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Foreword
Executive Summary

1 Key policy insights

The initial pandemic response was well coordinated

The macrosconomy rebounded strongly, but has weakenaed amid new restrictions

Monetary and financial policies have provided a buffer against the shock
Achieving monetary policy objectives

Fiscal policy has responded with unprecedented force
Supporting the recovery while ensuring fiscal sustainability

Regulatory and institutional reforms are needed for a sustained recovery
Reforming regulatory and administrative procedures

Faster decarbonisation can bring significant economic benefits
Further reducing greenhouse gas emissions from high levels

2 The role of the financial sector in supporting a sustainable and inclusive recovery

Key trends in Australia’s financial sector
The financial sector has played a critical role in the COVID-19 crisis response
Sharing up liquidity
Flattzning the insolvencies curve
Maintaining financial stability
Channelling finance to viable and productive firms
Improving access to credit
Broadening sources of finance beyond banks
Supporting the green transition
Enhancing risk disclosure
Funding the green transition
Maintaining well-functioning insurance markels amid more frequent climate-related natural
disasters
Strengthening households' resilience and mitigating inequality
Ensuring consumer credit protection is appropriate
Narrowing gaps in financial literacy and inclusion
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Figure 1.25. Emissions will need to decline faster to achieve net zero emissions by 2050
Figure 1.26. Progress in reducing net emissions has varied across sectors
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Asset guality has only deteriorated modestly

Household debt and bank exposures to real estate are high
Macroprudential policies could be tightened further

Access o finance is a barrier for innowvative firms and innovation

Obtaining finance has become more difficult

Lending is highly skewed towards households

The interest rate spread on SME loans is relatively wide

The major banks have remained entrenched

Open banking is being phased in

The stock market is sizeable and liquid

Public equity raising has been comparatively strong

Small IPOs are relatively common

Venture capital is low and has not recovered since the global financial crisis
Alternative fimance is still in its infancy

Green bonds have grown rapidly

Owerall levels of financial knowledge and inclusion compare weill

Financial kmowledge is strongly related to demographic characteristics
Financial literacy is a little above the OECD average with wide dispersion
Financial inclusion, knowledge and resilience are lower for Indigenous Australians
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