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18 November 2016 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week the Reserve Bank of Australia (RBA) released its November meeting minutes, in which 

it outlined the key reasons for keeping the cash rate at a record low 1.5%. The RBA noted a key 

benefit for Australia is arising from increasing commodity prices, which have lifted Australia’s 

terms of trade and national income in 2016. This is supporting growth and easing the drag from 

declining mining investment. Consumption growth is also an important driver of growth, with 

households expected to spend proportionately more of their incomes on consumption. Dwelling 

construction is assisting growth in 2016 but this should ease off in 2017. 

The RBA again pointed to some underlying weakness in the labour market, and this view was 

reinforced by the release of October labour force data from the ABS this week. Although the 

unemployment rate was unchanged at 5.6%, underling indicators such as falling work hours, full-

time employment and workforce participation point to spare capacity in the labour market, with a 

growing number of discouraged job seekers also leaving the labour force. Confirming this 

weakness, the September quarter Wage Price Index (WPI) weakened for the September quarter, 

with annual growth coming in at a record low 1.9% p.a. 

In other data out this week, state accounts data for 2015-16 from the ABS confirm that gross state 

product growth is strongest in the eastern states, particularly New South Wales and Victoria (3.5% 

p.a. and 3.3% p.a. respectively). With the exception of Tasmania (flat) and Western Australia 

(decreasing), economic growth across the states accelerated in 2015-16. 

Australian labour market looking fragile in October 

The ABS’ labour force data show headline unemployment steady at 5.6% in October (seasonally 

adjusted and trend). In trend terms1, total employment fell by 1,000 in October and 108,100 

(+0.9%) over the year. This underscores the current weakness in the labour market, with total 

employment growth slowing significantly from a recent high of 2.6% p.a. in November 2015. The 

employment to population ratio was steady at 60.9% of the adult population in October, down 

from a recent peak of 61.3% in December 2015 (see table 1). 

                                                 
1 The ABS continues to warn about volatility in the seasonally adjusted labour force data. It recommends that the 

‘Trend series smooth the more volatile seasonally adjusted estimates and provide the best measure of the underlying 

behaviour of the labour market’. These data are therefore presented here in trend terms, unless otherwise stated. 
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Table 1: Key labour force numbers, October 2016 (trend) 
trend people (000's) % change m/m % change p.a. 

Employment 11,947 -0.0  0.9  
Full-time 8,120 -0.1  -0.6  
Part-time 3,826 0.2  4.3  

Aggregate hours worked - 0.2  0.6  
Labour force 12,655 -0.0  0.5  

  % of labour force  
Unemployment (trend) 708.6 5.6    
Underemployment (original) 1,031.6 8.2    
Underutilization (original) 1,740.2 13.5    

  % of population  
Participation rate (trend) - 64.5    
Employment to population ratio (trend) - 60.9    

 

Part-time employment growth has slowed but continues to dominate employment growth (+4.3% 

p.a.). In trend terms, full-time employment shrank (-0.6% p.a.) for a second month. The proportion 

of the workforce now employed on a part-time basis (35 hours or less per week) remained at a 

record high of 32.0% in October. 

Since the beginning of 2016, the workforce has lost 69,900 full-time jobs but gained 132,700 part-

time jobs. This shift is due partly to structural movement between sectors across the economy, 

with work increasing in sectors that have flexible work hours requirements (e.g. more jobs in 

healthcare, where 46% of workers are part-time) but fewer jobs in the more traditional full-time 

industrial sectors such as manufacturing (where 18% of workers are part-time). It also reflects a 

possible reduction in work hours for existing jobs, such that a person might move from full-time 

to part-time status (by dropping under 35 hours per week) without changing jobs.  

Job seeker preferences for part-time work are also relevant. Despite the significant increase in 

part-time work, the proportion of under-employed workers (that is, people who are employed but 

are available and willing to work more hours than they currently do) has decreased, with the 

national under-employment rate falling to 8.2% of the labour force in October 2016, down from 

8.9% at the start of 2016 (unadjusted data). Around 970,000 people who worked part-time said 

they are under-employed in October, or around 25% of the 3.8 million part-time workers in 

October (down from around 28% at the beginning of 2016). In October, around 32% of the 1.2 

million part-time employed men and 22% of the 2.6 million part-time employed women said they 

would be willing to work more hours. This means that the large majority of people who are working 

part-time are not available for more work hours and are not seeking more work hours. 

On the other hand, another 61,000 people who were working full-time also claimed to be under-

employed (that is, wanting to work more hours than they currently do) in October 2016. 
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Chart 1: employment growth by part-time and full-time status (trend) 

 

An additional measure that highlights some underlying weakness in the labour market is the 

participation rate, which has been in decline since November 2015, falling from 65.1% to 64.5% 

in October 2016. There are various reasons for the decline in the participation rate, including in 

the longer term, an ageing population and changes in education participation. However, in the 

short term, it is likely that the drop in participation is due to a greater number of ‘discouraged’ job-

seekers exiting the labour force instead of actively looking for work. To quantify this effect in the 

short-term, if the participation rate had remained at its November 2015 level of 65.1% instead of 

falling to 64.5% in October 2016, the labour force would have been around 126,000 larger than it 

actually was (that is, up to 126,000 people have become ‘discouraged’ since November 2015). If 

all of this group were actively seeking work (and were included in the count of unemployed 

persons), then the unemployment rate would be closer to 6.5% instead of the current rate of 5.6%. 

Across the states, employment growth was strongest in Victoria at 3.7% p.a., followed by the ACT 

(+2.1% p.a.), the Northern Territory (+1.4% p.a.), South Australia (+1.2% p.a.) and New South 

Wales (+1.0% p.a.). Employment shrank in Western Australia (-1.5% p.a.), Tasmania (-1.4% p.a.) 

and Queensland (-1.3% p.a.). Unemployment is now highest in Tasmania (previously highest in 

South Australia) at 6.7%. Unemployment is also relatively high in South Australia (6.6%), Western 

Australia (6.4%) and Queensland (6.0%) and lowest in the two territories (see table 2). 

Mixed labour market news was also evident in the job ads data released this week. The SEEK 

online job advertisements report for September showed an increase of 3.9% in total online job 

ads over the year, with stronger growth in construction-related job ads, particularly in New South 

Wales and Victoria. This is being driven by elevated residential construction activity (particularly 

apartments).  
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Apart from this, the report shows mixed results across the national labour market. Online job ads 

continued growing strongly in South Australia (+12.8% p.a.). Online job ads growth was also 

strong in Victoria (+7.9% p.a.) and the ACT (+7.0% p.a.). The Northern Territory (+5.3% p.a.), 

New South Wales (+4.9% p.a.), Tasmania (+4.6% p.a.) and Queensland (+2.1% p.a.) growth was 

more modest while online jobs ads growth in Western Australia contracted (-16.1%). 

Table 2: Key labour force numbers by state, Oct 2016 (trend) 

 Annual employment growth Unemployment Participation 

Trend number y/y % p.a. rate % rate % 

NSW 39.0  1.0  4.9  63.6  
VIC 108.7  3.7  5.7  65.5  
Qld -31.2  -1.3  6.0  63.8  
SA 9.8  1.2  6.6  61.9  
WA  -20.3  -1.5  6.4  67.0  
Tas -3.4  -1.4  6.7  59.7  
NT  1.9  1.4  3.5  74.7  
ACT  4.4  2.1  3.4  70.0  

Australia  108.1  0.9  5.6  64.5  

 

Wages growth weakens in Q3 2016 

The ABS Wage Price Index for the September quarter of 2016 (WPI, for total hourly rates of pay 

excluding bonuses) slowed to +1.9% p.a. (+0.4% q/q) from +2.1% p.a. (+0.5% q/q) in the June 

quarter. The September quarter represents another record low annual rate since the current WPI 

data series began in 1997. This reflects weak inflationary conditions and a relatively weak labour 

market (see above). Wage growth was generally stronger in consumer services industries, 

stronger in the eastern states and stronger in the public sector than in the private sector.  

Slower wages growth also reflects structurally weak inflation (CPI), with headline inflation at only 

1.3% p.a. (+0.7% q/q) and core inflation at 1.5% p.a. in Q3 2016. These very low inflation rates 

mean that businesses are, on average, still delivering real (inflation-adjusted) wages growth to 

workers in Q3. 

Across industries, private sector wage growth was weakest in Q3 2016 in mining (+1.0% p.a.), 

followed by administrative services (+1.2% p.a.) and rental & real estate services (+1.3% p.a.), 

with wage growth below headline CPI for the September quarter in these two industries. Wage 

growth in the utilities industry was again the strongest (+2.5% p.a.) in Q3, followed by health care 

(2.4% p.a.) and hospitality services (+2.3% p.a.). Retail trade (+2.2% p.a.), other services (+2.2% 

p.a.), financial & insurance services (+2.1% p.a.), education & training (+2.1% p.a.), 

manufacturing (+2.0% p.a.), and IT, media & telecommunications (1.9% p.a.) also had WPI 

increases that were also above the average for all private sector industries in Q3.  
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Table 3: ABS wage measures, by sector and state 

 

Chart 2: Wage rate changes, private sector industries (% p.a.) 

 
 

More detail on wages growth across states and industries is available in Ai Group’s Economics 

Factsheet: Wage Price Index (WPI) March quarter (Q1) 2016. Free online at: 

http://www.aigroup.com.au/portal/site/aig/economicsfactsheets/  

 
 
 

(seasonally adjusted) 

Wage price index 
(WPI), Q3 2016 

Full time adult average 
weekly ordinary time 

earnings (AWOTE), May 
2016 

q/q % y/y % $ per week 

Private sector 0.4 1.9 1,483.30 

Public sector 0.6 2.3 1,641.20 

All sectors 0.4 1.9 1,516.00 

Original data  
(not adjusted): 

Private sector All sectors 

New South Wales 0.7 1.9 1,541.00 

Victoria  0.6 2.0 1,454.50 

Queensland  0.8 1.8 1,460.30 

South Australia  1.1 2.0 1,414.90 

Western Australia  0.4 1.5 1,698.60 

Tasmania  1.2 2.4 1,334.70 

http://www.aigroup.com.au/portal/site/aig/economicsfactsheets/
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Drivers of growth shift to the eastern states 

The ABS this week released the State Accounts data for 2015-16. These confirmed that economic 

growth has shifted away from the mining states towards the south-east states. With the end of 

the mining boom and a falling Australian dollar, the non-mining states are again leading the way. 

New South Wales’ Gross State Product (GSP) growth was strongest in 2015-16, at 3.5% p.a., up 

from 2.6% p.a. in 2014-15. Victorian GSP growth was close behind at 3.3% p.a. (up from 2.6% 

p.a.). These states have benefitted from the falling Australian dollar, stronger population growth, 

growing residential construction and increases in government spending (particularly in NSW).  

Despite the drag on growth from declining mining investment, Queensland GSP grew by 2.0% 

p.a. (up from 1.2% p.a.) as significant LNG capacity came online and boosted the state’s 

economic output. South Australia (1.9% p.a.), Western Australia (1.9% p.a.) and Tasmania (1.3% 

p.a.) posted more moderate GSP growth in 2015-16. The two territories posted relatively strong 

growth (NT 2.7% p.a.; ACT 2.4% p.a.) but lagged behind NSW and Victoria. 

Chart 3: Annual growth in gross state product (inflation adjusted) 
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This week’s data and events, 14 November – 18 November 2016 

Day Date Data/event Data period  Previous release 

Mon 14 Nov ABS lending finance Sep (M) 
commercial +2.7% m/m 
personal -0.3% m/m  

Tue 15 Nov RBA Governor Philip Lowe speech Nov (M) - 

Wed 16 Nov ABS wage price index Sep (Q) +0.4% q/q; +1.9% p.a. 

  ABS sales of new motor vehicles Oct (M) -2.4% m/m; +1.2% p.a. 

Thu 17 Nov ABS labour force statistics Oct (M) 
unemployment rate 5.6%; 
employment +0.9% p.a. (trend) 

  RBA meeting minutes Nov (M) - 

Fri  18 Nov ABS state accounts 2015-16 (A) - 

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

 

 

Next week’s data and events, 21 November – 25 November 2016 

Day Date Data/event 
Data period 
due for release 

Previous release 

Tue 22 Nov 
ABS producer price index - additional 
information 

Sep (M) - 

  RBA Dep. Governor Guy Debelle speech Nov (M) - 

Wed 23 Nov ABS construction work done Sep (Q) Jun: -3.7% q/q; -10.6% p.a. 

  
Department of Employment skilled 
vacancies 

Oct (M) Sep: IVI -3.8% m/m; -1.5% p.a. 

Thu 17 Nov ABS detailed labour force statistics Oct (M) - 

     
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 (Nov 2016) 
2014-15 
actual 

2015-16 
actual 

2015-16 
f 

2016-17 
f 

2017-18 
f 

2018-19 
p 

2019-20 
p 

GDP, % change p.a. 2.2 3.3 2.5-3.5 2.5-3.5 2.5-3.5 -  

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 3.3 2.5 2.5 3.0 3.0 3.0 

  Household consumption, % p.a. 2.7 2.9 3.0 3.0 3.0   

  Dwelling investment, % p.a. 7.9 8.3 8.0 2.0 1.0   

  Business investment, % p.a. -6.2 -14.7 -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 -5.4 -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 2.1 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, % Nov (M) 1.50      - AUD/USD exchange rate US$0.7393      ▼ 

Real GDP, % change p.a. Jun (Q) 3.3%    ▲ Oil price (WTI light crude, USD/BBL) US$44.94        ▲ 

Headline CPI, % change p.a. Sep (Q) 1.3%    ▲ Gold price (USD/OZ) US$1,206.17   ▼ 

Unemployment rate, % trend Oct (M) 5.6%    ▼ Copper price (USD/tonne, LME spot) US$5,043.00   ▼ 

Australian Industry Group monthly indexes 

Australian PMI®   Oct (M) 

Australian PSI®   Oct (M) 

Australian PCI®   Oct (M) 

 

50.9 ▲ 

50.5 ▲ 

45.9 ▼ 

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). 
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