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12 August 2016 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week Governor Glenn Stevens delivered his last speech as Governor of the Reserve Bank 

of Australia (RBA), after 10 years in the role. Speaking about the policy options that can or should 

happen from here, Stevens said that carefully targeted government investment activity and 

spending could be needed to stimulate stronger economic growth in Australia, since monetary 

policy alone (that is, cash rate movements) cannot "dial up the growth we need". He pointed out 

that Australian household debt relative to GDP is relatively high (125% of GDP), while gross public 

debt for all levels of Government is relatively lower (40% of GDP). Government debt – and 

especially the trajectory of Government debt and the purpose of that debt, if it is for recurrent 

spending – are of real concern. But in the context of high levels of household debt and limited 

incomes growth, Stevens raised the “interesting question [of] which sector would have the greater 

capacity to take on more debt, in the event that we were to need a big demand stimulus?” 

Underscoring this issue, data released this week continue to show growth in both investor and 

owner-occupier new home loans, as of June 2016. The number of job advertisements however, 

fell in July, signalling weaker hiring intentions, while business conditions and confidence were 

slightly weaker (but still positive) in July. Consumer confidence recovered somewhat in early 

August, possibly reflecting the RBA’s cash rate cut in August to a record low. Households are 

generally more optimistic after the RBA cash rate cut, but caution persists after Brexit, the close 

Australian Federal Election, and ongoing concerns about the local and global economic outlook.  

Housing finance edges up in June 

ABS housing finance data released this week show the total value of new housing loans edged 

up 2.3% in June (after a more subdued April and May), although growth was flat compared to 

June 2015. New home loan values rose in June for both investor housing finance (+3.2% m/m, -

13.1% p.a.) and owner-occupied housing finance (+1.8%, +9.4% p.a.). Annual growth was strong 

for owner-occupied home loans but fell for investor home loans. Indeed, investor home loans look 

to have peaked some time in 2015 and are now trending lower (see chart 1). Among new owner 

occupier home loans, loans for the purchase of a new dwelling increased by 5.3% in June, to be 

up by 24.3% p.a..  
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Chart 1: Housing finance commitments 

 

Source: ABS 

Job advertisements lower in July 

In July, ANZ’s monthly count of internet and newspaper job advertisements fell by 0.8% in the 

month, but was 6.9% up over the year. This was the largest monthly dip in job ad numbers since 

February (-1.1% m/m) and indicates a further cooling in labour demand. A similar slowing was 

evident in the SEEK count of new online job ads, which were just 2.5% higher over the year to 

July (decelerating from 3.2% p.a. in June). SEEK and ANZ both speculated that the UK 

referendum result might have affected hiring intentions by businesses.  

Across the states, the SEEK job ads data indicated that the ACT (+12.6% p.a.), South Australia 

(+11.9% p.a.), New South Wales (+7.5% p.a.) and Victoria (+5.0 p.a.) showed the best internet 

job ads growth over the year to July. The mining states of Western Australia (-19.9% p.a.), 

Queensland (-3.7% p.a.) and the Northern Territory (-1.8%) saw falls in internet job ads over the 

year to July, with ads in Western Australia falling rapidly. Internet job ads in Tasmania (-1.0% 

p.a.) were also lower over the year to July. 

Business conditions and confidence ease, consumer confidence resilient 

The latest National Australia Bank (NAB) Monthly Business Survey reported easing business 

conditions in July 2016, with the conditions index declining 3 points to +8 points. This was below 

the stronger conditions evident through most of early 2016 but still above long-run average for 

this index of +5 (results over zero indicate ‘net positive’ conditions in this survey, see Chart 2). 

Trade, profits and forward orders all declined in July. Employment was steady, while stocks 

(inventories) and exports picked up.  
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As was evident in Ai Group’s performance indexes, the Australian PMI®, Australian PSI®, 

Australian PCI® in July (see last week’s weekly), the services sectors were the best performers 

in this month’s NAB survey, with finance, business & property services and recreation & personal 

services performing strongly. Conditions in mining continue to deteriorate, while the retail, 

wholesale trade and construction industries were roughly stable. In a positive sign for future 

business investment, capital utilization crept up to 81.9% (from 81.2% in June), while capital 

expenditure remained above its long-run average at +8 points. 

Business confidence in the NAB survey decreased to +4 points in July (from +5 in June, see 

Chart 3). This reflects recent unsettling events, including Brexit and the Australian Federal 

election. Businesses are relatively upbeat, but there is a little less optimism than average. Most 

industries reported positive levels of confidence in July (results above zero), with a notable 

improvement in mining.  

 

Chart 2: NAB business conditions      Chart 3: NAB business confidence 

  

Source: NAB Monthly Business Survey  

 

Further on confidence, the Westpac Melbourne Institute Index of Consumer Sentiment 

recovered by 2.0% to 101.0 points in August, from 99.1 points in July, indicating there are now 

more optimists than pessimists among householders (100 points divides the optimists from the 

pessimists in this survey). This recovered some of the dent to consumer confidence seen in July, 

which was probably lower in response to the Australian Federal Election and Brexit.  

The recovery in consumer confidence in August may have been (in part) assisted by the RBA 

cutting the cash rate to a record low of 1.50% in early August. However, this surge in confidence 

was relatively muted when compared to previous consumer responses to rate cuts. The response 

may have been tempered by ongoing concerns about the economy and/or political uncertainty, 

locally and globally. 
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Specific sub-index movements in consumer confidence in August included: 

 The Unemployment Expectations Index   + 1.7%   

(with a rise indicating lower confidence about job security and unemployment); 

 ‘family finances compared to a year ago’   +1.0%; 

 ‘family finances over the next 12 months’   +4.3%;  

 ‘economic conditions over the next 12 months’  +3.5%; 

 ‘economic conditions over the next 5 years’   -0.7%%;  

 ‘time to buy a major household item’    +1.6%; and 

 ‘time to buy a dwelling’      +10.1%. 
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This week’s data and events, 8 August – 12 August 2016 

Day Date Data/event Data period  Latest 

Mon 8 Aug ANZ job advertisements  Jul (M) -0.8% m/m 

Tue 9 Aug NAB monthly business survey  Jul (M) 
confidence: +4 
conditions: +8  

Wed 10 Aug Westpac-MI consumer confidence  Aug (M) 101.0 points 

  ABS housing finance Jun (M) +2.3% m/m 

  RBA Governor Glenn Stevens speech  Aug (M) -          

Fri 12 Aug  ABS lending finance  Jun (M) 
personal: -3.0% m/m 
commercial: -8.7% m/m 

M = monthly. Q = quarterly. H = half-yearly. A = annual. All data are seasonally adjusted unless otherwise noted. 

 
 

Next week’s data and events, 15 August – 19 August 2016 

Day Date Data/event 
Data period 
due for release 

Latest 

Tue 16 Aug RBA Board meeting minutes  Aug (M) - 

  ABS sales of new motor vehicles  Jul (M) Jun: +3.1% m/m; +2.1% p.a. 

Wed 17 Aug ABS Wage Price Index  Jun (Q) Mar: 0.4% q/q; +2.1% p.a. 

Thu 18 Aug ABS labour force statistics Jul (M) 
Jun:  
employment.: +1.8% p.a.(trend) 
unemp. rate: 5.7% (trend) 

  ABS average weekly earnings May (H) Nov: $1,500.50 pw; +1.6% p.a. 

M = monthly. Q = quarterly. H = half-yearly. A = annual. All data are seasonally adjusted unless otherwise noted. 
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Australian economy: latest full-year estimates and government forecasts 

RBA (Aug 2016) 
2014-15 
(actual) 

2015-16 
(actual) 

2015-16f 2016-17f 2017-18f 
2018-19 

p 
2019-20 

p 

GDP, % change p.a. 2.2  2.5-3.5 2.5-3.5 3.0-4.0 -  

Inflation (CPI), % change p.a. 1.5 1.0 1.5 1.5-2.5 1.5-2.5 -  

Treasury (May 2016)        

GDP, % change p.a. 2.2  2.5 2.5 3.0 3.0 3.0 

  Household consumption, % p.a. 2.7  3.0 3.0 3.0   

  Dwelling investment, % p.a. 7.9  8.0 2.0 1.0   

  Business investment, % p.a. -6.2  -11.0 -5.0 0.0   

Employment growth, % p.a. 1.6 1.9 2.0 1.75 1.75 1.25 1.5 

Unemployment rate, % 6.1 5.8 5.75 5.5 5.5 5.5 5.5 

Terms of trade, % change p.a. -10.3  -8.75 1.25 0.0   

Inflation (CPI), % change p.a. 1.5 1.0 1.25 2.0 2.25 2.5 2.5 

Wages (WPI), % change p.a. 2.3  2.25 2.5 2.75 3.25 3.5 

Sources: ABS various data; RBA Statement on Monetary Policy; and Australian Treasury, Federal Budget 2016-17. f = forecast. p = projection. 

Australian economy: latest indicators 

Economy FX and commodity prices (as of Friday) 

RBA official cash rate, % Aug (M) 1.50     ▼ AUD/USD exchange rate US$0.7676      ▲ 

Real GDP, % change p.a. Mar (Q) 3.1%    ▲ Oil price (WTI light crude, USD/BBL) US$43.70        ▲ 

Headline CPI, % change p.a. Jun (Q) 1.0%    ▼ Gold price (USD/OZ) US$1,339.00   ▼ 

Unemployment rate, % trend Jun (M) 5.7%     - Copper price (USD/tonne, LME spot) US$4,873.50   ▲ 

Australian Industry Group monthly indexes 

Australian PMI®   Jul (M) 

Australian PSI®   Jul (M) 

Australian PCI®   Jul (M) 

 

56.4 ▲ 

53.9 ▲ 

51.6 ▼ 

M = monthly. Q = quarterly. All data are seasonally adjusted unless otherwise noted. 

Arrows represent direction of movement relative to last week for prices, and last observation for growth rates and indexes. 

Sources: ABS various data; Ai Group; Australian Financial Review market prices (as of Fri); London Metals Exchange market prices (as of Fri). 

Ai Group Economics and Research Team 

Julie Toth   Chief Economist     (03) 9867 0124 
David Richardson  Senior Economist     (02) 9466 5456 
Jesse Oliver   Economist      (03) 9867 0231 
Colleen Dowling  Senior Economics Research Coordinator (03) 9867 0251 
Elle Spyropoulos  Economics Research Assistant   (03) 9867 0108 


