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15 December 2017 
 

This is our final economics Weekly for 2017. This publication will resume on Friday 2 Feb 2018. 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

The Australian dollar was especially volatile this week, with large swings in response to local and 

international data releases and the U.S. Federal Reserve’s (the U.S. equivalent of the RBA) 

decision to raise its target cash rate for the third time in 2017 by 0.25%, to a target range of 

1.25%-1.50%. The Fed projects three more rate hikes in each of 2018 and 2019 and has 

increased its forecast for US GDP growth in 2018  from 2.1% to 2.5% p.a., due to a better US 

labour market and a higher probability of tax cuts being passed by the U.S. congress. However, 

Fed Chair (Janet Yellen) noted “the economic outlook is highly uncertain” and that “policy is not 

on a pre-set course”. 

In Australia, the monthly indicators of business conditions (NAB’s business conditions index and 

Ai Group’s performance of manufacturing, services and constructions indexes) collectively 

showed positive conditions in November. Both sets of surveys are indicating positive conditions 

in manufacturing, mining and construction but poor conditions continuing for local retail trade.  

Among consumers, confidence lifted back into net optimism in the first weeks of December. This 

probably reflects (at least in part) the improvements in employment in recent months. The national 

labour market showed further improvement in November, with the number of persons employed 

increasing by 62,000 in November and the unemployment rate steady at 5.4% (seasonally 

adjusted). The labour force participation rate jumped 0.3% to a six-year high of 65.5% of the adult 

population (seasonally adjusted), indicating that improving labour market conditions are 

encouraging more people back into work or seeking work. Labour force participation for Australian 

women recorded another record high of 60.2%. 

Business conditions decline but remain broadly positive 

NAB’s monthly business conditions index declined 9 points after surging to a recent (and very 

unusual) high of +21 points in October. Business conditions remain well above the long-run 

average at +12 points in November (results over zero are ‘net positive’ in this survey, with higher 

results indicating better conditions). All industries except construction experienced declines after 

the spike in October. Construction is benefitting from a lift in infrastructure spending and non-

residential construction activity. Retail conditions remained negative (-2 points), reflecting hesitant 

spending by consumers. 
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Business confidence in the NAB survey declined but remained mildly positive, at +6 points in 

November. Responses in the survey suggest that rising wage pressures contributed to lower 

business confidence in the outlook. This is consistent with recent results in Ai Group’s 

performance of manufacturing, services and constructions indexes, with the wages sub-index 

rising in all surveys in November and provides further evidence of a tentative pick-up in wages. 

The Ai Group surveys did not exhibit the same ‘spike’ in conditions in October as the NAB survey, 

but they have indicated the same trends as the NAB survey through 2017. For individual sectors, 

both sets of surveys continue to show broadly positive conditions for business-oriented segments, 

but less positive conditions for retail trade and other consumer-oriented segments (see chart 1). 

Chart 1: Ai Group composite business conditions index* and NAB business 

conditions index, to Nov 2017 (3 month moving averages) 

 

* weighted composite of Ai Group Australian PMI®, PSI® and PCI®. Sources: NAB and Ai Group. 

Consumer sentiment rebounds into mild optimism 

The Westpac-MI index of consumer sentiment rose 3.6% m/m to 103.3 points in the first weeks 

of December, indicating that optimists outnumbered pessimists (results above 100 points indicate 

‘net optimism’ in this survey). This was only the second month in 2017 (the other being October) 

that optimists outnumbered pessimists in this survey. Westpac economists noted that “growth in 

consumer spending is likely to have also bottomed out in the September quarter” but that 

consumers may not have the capacity to lift spending despite higher confidence due to: weak 

income growth; a low savings rate; and high debt levels. Consumers are probably reacting to 

improvements in the local and global economies and especially improvements in the labour 

market. They appear to be feeling less anxious about unemployment and interest rate rises. 
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Consumer confidence has remained steadfastly downbeat in 2017, despite clear improvements 

in local economic activity and employment. Weak household incomes and spending (including 

poor local retail sales) are the most disappointing aspects of Australia’s outlook for 2018. 

Labour market continues to strengthen in November 

The latest ABS labour force estimates show the national unemployment rate held steady at 5.4% 

in November (seasonally adjusted and in trend terms)1. Employment growth accelerated to 3.1% 

p.a. (up from 3.0% in October) which is the strongest annual rate of growth since April 2008. In 

absolute terms, national employment grew by 22,200 in November and 371,000 over the year. 

Employment has now grown by at least 20,000 per month in every month of 2017 to date, or 

around 0.2% m/m, which is only slightly above the long-term average monthly growth rate of 

0.16% (averaged over the past 20 years). 

More of the jobs created in November were full-time (15,300 jobs) than part-time (6,900 jobs), 

continuing the strong growth in full-time jobs over 2017. Over the year to November 2017, 83% 

of the 371,000 net increase in total employment has been full-time. Even so, the proportion of the 

workforce working part-time remained relatively high in July at 31.5%, down from the record high 

of 32.0% in December 2016 (see Chart 2).  

This increase in full-time work saw average hours worked and aggregate hours worked both 

increase in November, with aggregate hours worked up by 3.4% p.a. Average hours worked grew 

to 140.1 hours per month (35.0 hours per week) in November, its highest since August 2014. 

Table 1: Key labour force numbers, November 2017 (trend) 

 

Source: ABS, Labour force Australia, Nov 2017 

                                                 
1 The ABS recommends that “Trend estimates are considered the best indicators of the underlying behaviour in the 
labour market.” ABS 6202.0, Labour Force, Australia, Media Release. 14 Sep 2017. The data below are all trend. 

Number

trend '000 '000 m/m % m/m '000 p.a. % p.a.

Employment 12,380 22.2 0.2 371.0 3.1

Full-time 8,480 15.3 0.2 308.2 3.8

Part-time 3,900 6.9 0.2 62.7 1.6

Aggregate hours worked 1,734,402 3,764.9 0.2 53,838.7 3.4

Labour force 13,087 19.3 0.1 351.1 2.8

Adult civilian population 20,027 23.1 0.1 322.7 1.6

Number

'000

Unemployment (trend) 707.3

Underemployment (trend) 1,098.9

Underutilisation (trend)

trend

Participation rate

Employment to population ratio

Change per month Change per year

Change per yearRate

Percentage point change p.a.% of labour force

% of adult population Percentage point change p.a.

65.4 0.7

0.961.8

-0.6 

-0.2 

-0.3 5.4

8.4

13.8
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Chart 2: full-time and part-time employment growth, to November 2017 

 

Source: ABS, Labour force Australia, Nov 2017 

The under-employment rate (that is, the proportion of the labour force who are working but are 

willing and able to work more hours) decreased by 0.2% to 8.4% (trend) over the quarter to 

November 2017 - its lowest point in almost two years. This suggests that the labour market is 

tightening but that a significant amount of spare capacity probably still exists. A further reduction 

in labour market spare capacity is required for a sustained increase in wage growth. 

On the supply side, labour force growth accelerated slightly to 2.8% p.a. in November, increasing 

the labour force participation to 65.4% of the adult civilian population (the highest since October 

2011). Labour force participation for men held steady at 70.8% in November, while labour force 

participation for women edged up to a new record high of 60.1%. 

Across the states, employment growth was strongest Queensland (4.8% p.a.), Victoria (3.0% 

p.a.), and NSW (2.9% p.a.) in November (table 2). The monthly trend data continues to suggest 

jobs growth might have already peaked in all states for the time being (chart 2). Employment 

contracted in South Australia for the first time in 2017 (-0.4% m/m), while Tasmanian employment 

contracted for the third month in a row (-0.3% m/m).  

The forward outlook on the labour market appears positive for 2018, with the number of SEEK 

job ads posted online up 13.1% p.a. in November. Job advertisement numbers have been strong 

in recent months in both the SEEK and ANZ job advertisement series, particularly in the mining, 

resources and energy industries, as mining and related exploration activities respond to recently 

higher commodity prices. Industrial trades roles such as Welders & Boilermakers and Fitters and 

Turners & Machinists, were among the fastest growing job vacancy categories posted on SEEK 

in 2017. Large infrastructure projects in the Eastern states as well as the maintenance of a greatly 

expanded stock of mining equipment is helping to drive demand for these occupations.  
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Table 2: Employment, unemployment and participation by state, Nov 2017 

 Employment growth 
Part time 
workers 

Unemploy-
ment 

Under-
employment Participation 

Trend '000 m/m '000 y/y % p.a. % rate % rate % (orig) rate % 

NSW 8.3  111.0  2.9  29.7  4.6  8.2  64.0  

VIC 5.6  94.2  3.0  32.5  5.7  8.7  66.1  

Qld 6.2  113.0  4.8  31.5  5.8  8.8  65.9  

SA -0.4  10.8  1.3  34.0  5.8  8.7  62.0  

WA  1.1  36.7  2.8  31.9  6.2  9.2  68.4  

Tas -0.3  6.8  2.8  37.1  5.9  10.5  60.9  

NT 0.4  -2.9  -2.1  20.8  4.6  4.6  75.3  

ACT 1.3  8.5  3.9  27.4  3.8  5.7  72.2  

Australia  22.2  371.0  3.1  31.5  5.4  8.5  65.4  

Source: ABS, Labour force Australia, Nov 2017 

Chart 3: employment growth by state, Jan to Nov 2017 

 
Source: ABS, Labour force Australia, Nov 2017 

Population growth driven by rises in net migration 

The ABS estimates that Australia’s resident population (ERP) increased by 388,100 (1.6% p.a.) 

to 24.6 million people over the year to June 2017. Net overseas migration (permanent and long-

term arrivals less departures) accounted for 63.2% of the population rise, increasing by 245,400. 

There was also a natural increase (births less deaths) in the population of 142,700 (Chart 4). 

Annual net overseas migration increased by 27.1% from 2015-16 to 2016-17. Net migration in 

2016-17 is well below previous peaks in 2012 and 2008, which were related to temporary workers 

arriving for large-scale mining construction projects that were under way at that time.  

Most new migrants moved to either New South Wales (98,000) or Victoria (86,900) in 2016-17. 

While New South Wales had the largest net overseas migrant intake, it simultaneously 
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experienced a 14,900 net interstate migration loss (that is, people moving from NSW to other 

states of Australia). Queensland had the highest interstate migration gain (17,400), closely 

followed by Victoria (17,200). All states and territories recorded positive population growth in 

2016-17. Victoria recorded the fastest growth of all the states at 2.3% followed by the ACT (1.7%), 

Queensland (1.6%) and NSW (1.6%). Population growth looks to be stabilising in Victoria and 

New South Wales and rebounding in the mining states of WA and Queensland (see Chart 5). 

Chart 4: Australian estimated resident population (ERP) growth 

 

Source: ABS, Australian Demographic Statistics, June 2017 

Chart 5: Estimated resident population (ERP) growth rates, by state 

 

Source: ABS, Australian Demographic Statistics, June 2017 
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This week’s data and events, 11 December – 15 December 2017 

Day Date Data / event Data period Current release 

Mon 11 Dec 
ABS barriers and incentives to labour 
force participation 

2016-17 (B)  

Tue 12 Dec ABS lending finance   Oct (M) Oct: housing finance 0.0% m/m 

  
ABS residential property prices 
indexes 

Sep (Q) Sept: price index -0.2% q/q, 8.3% y/y 

  NAB business confidence Nov (M) 
conditions +12  
confidence +6 

Wed  13 Dec Westpac-MI consumer confidence Dec (M) Dec: 103.3 points 

Thu 14 Dec ABS overseas arrivals and departures Oct (M) 
Sep short term visitor arrivals: +2.0% 
m/m +6.8% p.a. (trend) 

  ABS tourism satellite account 2016-17 (A) Tourism GDP +4.9%  

  ABS labour force Nov (M) 
Nov: emp growth 3.1% p.a. (trend) 
Unemp rate 5.4% (trend) 

  Australian demographic statistics Jun (Q) Jun: Australian population +1.6% p.a. 

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

RBA SoMP (Nov 2017) 
2015-16 
actual 

2016-17 
actual 

Jun ‘18 
f 

Jun ‘19 
f 

Dec ’19 
p 

 

GDP, % change p.a., year end 3.1 1.8 2.75 3.5 3.25  

Unemployment rate, %, year end 5.8 5.6 5.5 5.5 5.25  

Inflation (CPI), % change p.a., year end 1.0 1.9 2.0 2.25 2.25  

Treasury 2017-18 Budget (May 2017) 
2015-16 
actual 

2016-17 
actual 

2017-18  
f 

2018-19 
f 

2019-20 
p  

2020-21 
p 

GDP, % change p.a., year average 2.6 2.0 2.75 3.0 3.0 3.0 

  Household consumption, % p.a., year average 2.9 2.6 2.75 3.0   

  Dwelling investment, % p.a., year average 10.6 -2.5 1.5 -4.0   

  Business investment, % p.a., year average -10.3 -1.6 0.0 3.0   

Employment growth, % p.a., year end 1.9 2.1 1.5 1.5 1.5 1.5 

Unemployment rate, %, year end 5.8 5.6 5.75 5.5 5.5 5.25 

Terms of trade, % change p.a., year end -10.2 14.9 -2.75 -4.25   

Inflation (CPI), % change p.a., year end 1.0 1.9 2.0 2.25 2.5 2.5 

Wages (WPI), % change p.a., year end 2.1 1.9 2.5 3.0 3.5 3.75 

f = forecast. p = projection. 
Sources: ABS various data; RBA Statement on Monetary Policy (SoMP), latest quarter; Australian Treasury, Budget 2017-18 (May 2017). 

Australian economy: latest indicators 
Economy FX and commodity prices (Friday morning) 

RBA official cash rate, % Dec (M) 1.50       - AUD/USD exchange rate US$0.7659      ▲  

Real GDP, % change p.a. Sep (Q) 2.8%     ▲ 
Oil price  
(WTI light crude, USD/BBL) 

US$57.08        ▲ 

Headline CPI, % change p.a. Sep (Q) 1.8%     ▼ Gold price (USD/OZ) US$1,253.60   ▲ 

Unemployment rate, % trend Nov (M) 5.4%      - 
Copper price  
(USD/tonne, LME spot) 

US$6,684.0     ▲ 

 

Australian Industry Group monthly performance of industry indexes 
Australian PMI®   Nov (M)                                                                              57.3 ▲ 

Australian PSI®   Nov (M)                                                                              51.7 ▲ 

Australian PCI®   Nov (M)                                                                              57.5 ▲ 
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 Thu); London Metals Exchange market prices (as of Fri). 
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