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23 September 2016 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

In the minutes of its September board meeting, the Reserve Bank of Australia (RBA) noted that 

the domestic economy had continued to expand over the first half of 2016 at a rate that was 

broadly in line with expectations. Low interest rates were supporting local consumption and the 

relatively low dollar was continuing to help the traded sector of the economy. In addition, survey 

measures of business conditions and capacity utilisation had exceeded long-run averages in 

recent months. It was also noted that domestic cost pressures remained subdued, including 

wages growth which had stabilised at low levels. This was expected to remain the case for some 

time. 

However, the RBA highlighted the ongoing weakness in non-mining business investment amid 

uncertainty about future domestic demand growth. The RBA also retained a cautious stance on 

the labour market. It was noted that “forward-looking indicators had been consistent with only a 

slight change in the unemployment rate in coming months” and that employers were adopting a 

more cautious approach to hiring.  

This picture of the economy is confirmed by the latest detailed jobs data for the June quarter 2016 

(released this week), which show labour demand is slowing with growth skewed towards the 

creation of part-time services jobs. In the year to August 2016, more than three quarters of new 

jobs were part-time and the hospitality sector alone accounted for 39,200 (23%) of the 172,500 

new jobs added in the year. 

Jobs growth slows in year to August 2016, more people working part-time 

The detailed quarterly employment data released by the ABS this week provide a snapshot of 

Australian employment as of August 2016, in terms of industry, state, occupation, work hours, 

sex and other characteristics. The data shows that employment growth is trending lower with 

168,500 jobs added to the workforce in the year to August 2016 (1.4% growth), down from the 

281,600 jobs created a year earlier (2.4% growth). 

The industries hiring the most numbers of new people in the year to August 2016 were hospitality 

(+39,200), construction (+37,600), public administration (34,800) and health (+28,900) (trend, see 

chart 1 and table 1). The healthcare sector (including health, welfare and social services) 
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accounts for the largest share (12.8%) of all workers (1.5 million), although its high rate of part-

time work (45.7% of its workers) means it accounts for a smaller share (10.6%) of all hours worked.  

Manufacturing has recorded an encouraging jobs recovery in 2016 after large falls in the second 

half of 2015. Manufacturers hired an additional 9,300 people in the three months to August. Over 

the year to August, manufacturing employment was 10,200 higher than a year earlier, at 892,800 

(trend). Longer term, manufacturing has lost around 166,000 jobs nationally since its most recent 

peak in February 2008, equivalent to 16% of its 2008 workforce. Agriculture also recovered 

(+13,000 over the year) after losing an average of 4,300 (-1.2%) workers per year, over the 

previous 10 years. Less positively, retail trade shed around 22,000 workers in the year to August 

2016, after adding 17,500 jobs in the previous year. Steep falls in annual employment were also 

recorded in the information technology (-14,300), utilities (-13,800) and mining (-13,000) sectors. 

(see chart 1 and table 1). 

Chart 1: Employment growth by industry, August 2014 to August 2016 

 

                 Source: ABS, Labour Force Australia, Quarterly Detail. 

Despite the rise in employment over the year to August 2016, total actual hours worked rose by 

a relatively low 0.7% p.a. over the same period. This reflects the high proportion of employment 

growth that is being driven by increased part-time positions. Indeed, 81% of the new jobs added 

over the year to August 2016 were part-time (35 hours or less per week), including 30,600 part-

time jobs in hospitality, 26,000 in professional services, 22,900 in administrative and support 

services and 13,500 in health and. A high 31.9% of all workers are now part-time (equal with the 
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previous quarter as the highest proportion on record, and up from 31.2% a year earlier and 28.8% 

a decade earlier. Actual hours worked per week averaged 33.2 hours in August 2016, down from 

33.4 hours a year earlier and 34.6 hours a decade earlier. 

Linked to this rise in part-time work, underemployment (which includes the unemployed and part-

time workers who wish to work more hours) has also grown across the economy. In August 2016, 

the underemployment ratio increased to 9.1%, from 8.7% a year earlier. Most (but not all) 

underemployed workers are employed part-time. Underemployment is especially significant for 

female workers (47% of whom work part-time) and in the large services industries in which part-

time work is most prevalent. This indicates that while many people choose to work part-time, there 

is an increasing number that would prefer more hours or full-time work. Female underemployment 

has edged higher in 2016 (after dipping in the second half of 2015) to reach 10.5% in August 

2016, slightly below the historically high level of 10.8% in May 2015. For men, the 

underemployment rate hit an all-time peak of 7.2% in August 2016 (trend, see chart 2). 

Across industries, underemployment ratios tend to be higher in the large services sectors with 

high proportions of part-time workers and lower average skill levels (see table 1). These include 

hospitality (59% of the industry’s workers were part-time and 19% were underemployed in August 

2016), retail trade (50% working part-time and 17% underemployed in August), arts and 

recreation (46% part-time and 15% underemployed in August) and administrative services (43% 

part-time and 14% underemployed in August). Healthcare has a similarly high proportion of part-

time workers (46%) but a lower underemployment ratio (10%) as of August 2016. 

Chart 2: Underemployment and unemployment rates, by sex (trend) 
 

 
                 

                 Source: ABS, Labour Force Australia, Quarterly Detail. 
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Table 1: Employment and work hours by industry, August 2016 

 
                 Source: ABS, Labour Force Australia, Quarterly Detail. 

 
Population growth rate holds steady in March quarter 2016 

Demographic statistics released by the ABS this week showed that Australia's population grew 

by 107,500 people (or +0.4% q/q), to reach 24.1 million in the March quarter 2016. This is an 

increase of 327,600 people (+1.4% p.a.) since the March quarter 2015. The annual rate of 

population growth has now held steady at around 1.4% p.a. for the past six quarters. The drivers 

of population growth were natural increase and net overseas migration which contributed 44.8% 

and 55.2% respectively to total population growth over the year to March 2016. All states and 

territories recorded positive population growth over the year. Victoria recorded the highest annual 

growth rate of all states and territories at 1.9% p.a. followed by NSW (+1.4% p.a.), Queensland 

(+1.3% p.a.) and Western Australia (+1.2% p.a.). South Australia (+0.6% p.a.) and Tasmania 

(+0.4% p.a.) recorded the lowest state population increases over the year. 
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This week’s data and events, 19 September – 23 September 2016 

Day Date Data/event Data period  Latest 

Tue 20 Sep RBA Board meeting minutes  Sep (M) - 

  ABS residential property price indexes Jun (Q)  +2.0% q/q; +4.1% p.a. 

Thu 22 Sep ABS labour force detailed quarterly Aug (Q) 
 
- 
 

  ABS estimated resident population  Mar (Q)  +1.4% p.a. (Aust.) 

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

 
 
 
 
 

Next week’s data and events, 26 September – 30 September 2016 

Day Date Data/event 
Data period 
due for release 

Previous release 

Wed 28 Sep WEF World Competitiveness Report 2016-17 
 

Australia ranked 21st 

  ABS engineering construction Jun (Q) 

 

Mar: -1.4% q/q, -10.9% p.a. 
 

Thu 29 Sep ABS job vacancies Jun (Q) Mar: +0.9% q/q; +9.6% p.a. 

Fri  30 Sep RBA private credit Aug (Q) May: +0.4+% m/m, +6.0% p.a. 

  HIA new home sales Aug (M)  Jul: -9.7% m/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 (Aug 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 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 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, % Sep (M) 1.50     - AUD/USD exchange rate US$0.7643      ▲ 

Real GDP, % change p.a. Jun (Q) 3.3%    ▲ Oil price (WTI light crude, USD/BBL) US$45.87        ▲ 

Headline CPI, % change p.a. Jun (Q) 1.0%    ▼ Gold price (USD/OZ) US$1,336.6     ▲ 

Unemployment rate, % trend Aug (M) 5.7%     - Copper price (USD/tonne, LME spot) US$4,732.50   ▲ 

Australian Industry Group monthly indexes 

Australian PMI®   Aug (M) 

Australian PSI®   Aug (M) 

Australian PCI®   Aug (M) 

 

46.9 ▼ 

45.0 ▼ 

46.6 ▼ 

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 Research Analyst    (03) 9867 0251 
Elle Spyropoulos  Research Assistant     (03) 9867 0108 


