
 

 

1 

19 August 2016 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week, minutes from the RBA’s August board meeting highlighted the reasons for the RBA’s 

easing of the cash rate to a record low 1.5% in August. The RBA noted that stronger growth is 

desirable, with inflation remaining very low and some steam coming off the housing market. The 

RBA believes lower interest rates and a lower Australian dollar will support the much-needed 

rebalancing of activity and investment toward our non-mining industries. This rebalancing is 

especially important, as Australia faces a new wave of global economic uncertainty.  

The latest labour market and wages data confirm a softening jobs market in Australia in 2016. 

The headline unemployment rate eased to 5.7% p.a. in July and (seasonally adjusted) 

employment growth slowed to 1.9% p.a. Employment growth continues to be dominated by part-

time work. The national Wage Price Index (WPI) remained at a record low of 2.1% p.a. in Q2 

2016, reflecting a weak inflationary and labour demand environment. Services industries 

generally saw stronger wage growth, as did the south-eastern states, while public sector wage 

growth continued to outstrip private sector wage growth. 

Labour market slower in July 

The latest ABS labour force estimates show that in seasonally adjusted terms, the national 

unemployment rate fell slightly, to 5.7% in July (down from 5.8% in June). In trend terms1, the 

unemployment rate was steady at 5.7% (as it has been since May) and employment growth 

slowed to 1.8% p.a., down from a recent peak of 2.6% p.a. in December 2015. In number terms, 

monthly jobs growth decelerated to 11,800 new jobs in July, compared to a recent peak of 31,300 

new jobs in September 2015 (see chart 1). The employment to population ratio was steady at 

61.1% of the adult population in July, down from its recent peak of 61.3% in Jan 2016. 

Employment growth continues to favour part-time work (defined by the ABS as less than 35 hours 

per week). Full-time employment growth decelerated to just +0.6% p.a. in July, with 1,200 full-

time jobs added in the month, compared to a recent peak of +2.1% p.a. in December 2015 and 

18,400 full-time jobs added in October 2015. In contrast, part-time jobs grew by 4.4% p.a. with 

10,600 part-time jobs added in July, down from a recent peak of 4.5% p.a. in June and 15,100 

                                                 
1 The ABS recommends that “The ABS produces trend estimates to provide a more reliable indicator of the underlying 

behaviour of the Labour Force series... Trend estimates are considered the best indicators of the underlying 

behaviour in the labour market.” ABS 6202.0, Labour Force, Australia, Media Release. 18 August 2016. All of these 

labour force data are therefore presented in trend terms. 



 

 

2 

new part time jobs added in April. The proportion of the workforce working part-time stayed at a 

record high 31.7% in July. 

On the supply side, labour force growth slowed to 1.4% p.a. in July, down from a recent peak of 

2.2% p.a. in November 2015. The national labour force participation rate was steady at 64.8% of 

the adult civilian population in July (down from a recent peak of 65.1% in December 2015). Labour 

force participation for men remained at a record low of 70.5% in July. Labour force participation 

for women edged up to 59.4% in July, equal to the record high for women. 

The number of unemployed people fell to 724,100 in July, the lowest number since March 2014. 

Within this total, 235,100 (32.5%) unemployed people are looking for part-time work only (22.7% 

of unemployed men and 43.0% of unemployed women), the highest such proportion since 

January 2008. This suggests that rises in part-time work are being driven partly by jobseeker 

preferences (labour supply) and partly by structural changes that are affecting the composition of 

labour demand, such as growing employment in healthcare (with high proportions of part-time 

workers) but declining employment in the industrial sectors (with low proportions of part-timers). 

Chart 1: employment, labour force and unemployment 

 
Source: ABS 

 

Across the states, employment growth remained strongest in the south-eastern states in the year 

to July 2016 (see Table 1). Unemployment is highest in South Australia, Tasmania and Western 

Australia. South Australia has had the nation's highest unemployment rate since December 2014. 
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Table 1: Employment, unemployment and participation by state, July 2016 

 Employment growth Unemployment Participation 

Trend '000 y/y % p.a. rate % rate % 

NSW 102.8  2.8  5.2  64.2  
VIC 94.4  3.2  5.7  65.2  
Qld 8.8  0.4  6.3  64.8  
SA 9.7  1.2  6.6  61.9  
WA  -0.4  -0.0  6.0  67.8  
Tas -4.7  -1.9  6.4  59.3  
NT  0.8  0.6  3.5  74.9  
ACT  4.3  2.0  3.6  70.1  

Australia  212.3  1.8  5.7  64.8  
Source: ABS 

 

Wages growth stays weak in Q2 2016 

The ABS Wage Price Index (WPI) was unchanged at +2.1% p.a. (+0.5% q/q) in the June quarter 

of 2016 (Q2), remaining at the lowest annual rate since records began in 1997. This reflects 

subdued inflation (just 1.0% p.a. in Q2) and weaker labour demand. Wage growth was stronger 

in the services industries, weaker in the mining states of WA and Qld and stronger in the public 

sector than the private sector (see Table 2 and Chart 2). 

Table 2: ABS wage measures, by sector and state 

Source: ABS 

 

 
 
 

(seasonally adjusted) 

Wage price index 
(WPI), Q2 2016 

Full time adult 
average weekly 
ordinary time 

earnings (AWOTE), 
May 2016 

q/q % y/y % $ per week 

Private sector 0.5 2.0 1,483.30 

Public sector 0.6 2.4 1,641.20 

All sectors 0.5 2.1 1,516.00 

Original data  
(not adjusted): 

Private sector All sectors 

New South Wales 0.5 2.2 1,541.00 

Victoria  0.4 2.1 1,454.50 

Queensland  0.2 1.7 1,460.30 

South Australia  0.2 2.1 1,414.90 

Western Australia  0.2 1.6 1,698.60 

Tasmania  0.5 2.4 1,334.70 
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Over the past two years, all major industries have seen slower private sector wage growth rates. 

Across industries (see Chart 2), private sector wage growth in Q2 2016 was weakest in mining 

(+1.3% p.a.), followed by administrative services (+1.4% p.a.), construction (+1.4% p.a.), rental 

& real estate services (+1.4% p.a.), professional services (1.7% p.a.) and public administration 

(+1.8% p.a.). Wage growth in the utilities industry was again the strongest (+2.5% p.a.) in Q2, 

followed by health care (2.5% p.a.) and arts & recreation services (both +2.4% p.a.). 

Manufacturing, retail trade, education & training and other services (all 2.3% p.a.) were also 

significantly above the all industries average WPI increase in Q2.  

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

 
Source: ABS 

 
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/  

In dollar terms, the ABS estimates that Full-time Average Weekly Ordinary Time Earnings 

(AWOTE, which is measured differently to the WPI and is published only twice per year) increased 

to $1,516.00 in May 2016. Across industries, employees in the mining industry remain the highest 

paid on average, followed by people working in finance & insurance, IT and professional services. 

As a group, industries that provide household services (hospitality, retail trade, healthcare and 

education) tend to have lower AWOTE than industries that provide business services or industrial 

goods and services (Chart 3). 

  

http://www.aigroup.com.au/portal/site/aig/economicsfactsheets/
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Chart 3: Average Weekly Full-Time Ordinary Time Earnings, by 

industry, to May 2016 

 

Source: ABS 
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This week’s data and events, 15 August – 19 August 2016 

Day Date Data/event Data period  Latest 

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

  ABS sales of new motor vehicles  Jul (M) -1.3% m/m; +1.6% p.a. 

Wed 17 Aug ABS Wage Price Index  Jun (Q) +0.5% q/q; +2.1% p.a. 

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

  ABS average weekly earnings July (H) Nov: $1,516.00 pw; +2.2% p.a. 

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

 
 

Next week’s data and events, 22 August – 26 August 2016 

Day Date Data/event 
Data period 
due for release 

Latest 

Tue 23 Aug 
Department of Employment skilled 
vacancies  

Jul (M) Jun: +0.9% m/m; +11.0% p.a. 

Wed 24 Aug ABS construction work done  Jun (Q) Mar: -2.6% q/q; -6.7% 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 (July 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 2.1 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, % Aug (M) 1.50     ▼ AUD/USD exchange rate US$0.7675      ▼ 

Real GDP, % change p.a. Mar (Q) 3.1%    ▲ Oil price (WTI light crude, USD/BBL) US$48.33        ▲ 

Headline CPI, % change p.a. Jun (Q) 1.0%    ▼ Gold price (USD/OZ) US$1,350.96   ▲ 

Unemployment rate, % trend Jul (M) 5.7%     - Copper price (USD/tonne, LME spot) US$4,755.00   ▼ 

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). 
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