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17 February 2017 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

The first pieces of data for 2017 continue to show a mixed picture across the Australian economy. 

In January, business conditions and confidence have improved in some but not all sectors. The 

lower dollar through much of 2016 is still showing benefits for exporters and import-competing 

sectors such as manufacturing, tourism and education services. Elsewhere, stronger bulk 

commodity prices are benefiting mining producers, transporters and their many suppliers. 

Australia’s labour market however, remains relatively sluggish. National growth in employment 

and hours worked remains weak, with much of the recent jobs growth concentrated in Victoria. 

The national unemployment rate is stable (5.7%), but the incidence of part-time work (now 32%) 

and underemployment (now 9.1%) continues to move higher. 

Business conditions and confidence jump in January 

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

conditions surged by 6 points to +16 points in January 2017 (results over zero indicate ‘net 

positive’ conditions in this survey), significantly above the long-run average for this index of +5 

points and the highest level since the GFC. This confirms trends seen in Ai Group’s Australian 

PMI® and Australian PSI® and follows on from strong conditions at the end of 2016 (see chart 1). 

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

 
* Composite of Ai Group’s Australian PMI®, Australian PSI® and Australian PCI®. Sources: Ai Group and NAB. 
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NAB notes that better conditions in January may have been influenced by ‘diverse and rapidly 

changing seasonal influences’ and the occurrence of Chinese New Year in January 2017, which 

can give some retailers, hospitality and tourism operators a boost but negatively affect others. 

By sector (in three month moving average terms), conditions remained mildly positive in 

construction and wholesale, while manufacturing and transport/utilities improved from stable 

conditions to more positive conditions. Finance/business/property business conditions, as well as 

recreation & personal services, remained positive in January. Mining conditions remained 

negative, although look to be recovering toward stable conditions. Of some concern, retail 

conditions worsened slightly and remained negative for the month. 

The NAB business confidence index gained 4 points to +10 in January, well above the long-

term average of +6. Business confidence has been resilient for much of 2016, despite significant 

global uncertainty. Confidence (in three-month moving averages) in most sectors remained 

positive in January, with notable improvements in mining (more positive) and recreation & 

personal services (moving into a slightly positive confidence mood from neutral last month). 

Consumer confidence flat in February 

Unlike businesses, consumers started 2017 feeling negative or neutral at best about their own 

outlook. The Westpac MI Index of Consumer Sentiment increased by 2.3% to a neutral 99.6 

points in February, indicating consumers are fairly evenly split between optimists and pessimists 

(100 divides the optimists from the pessimists in this survey). Consumer confidence had been 

mildly positive through much of 2016 but slipped into pessimism in December and January.  

The more detailed consumer sentiment data for February reveals that all major components of 

the headline Index improved in February. Households are still feeling worse off compared to a 

year ago but are more optimistic about their finances for the coming year. Households remain 

wary about Australia’s economic outlook and more pessimistic regarding longer-term growth and 

their own job security. The outlook for purchasing a dwelling also declined. Key consumer 

sentiment indexes for February included: 

 ‘family finances compared to a year ago’ improved by 4.0% to 82.9 points; 

 ‘family finances over the next 12 months’ improved by 1.1% to 103.9 points;  

 ‘economic conditions over the next 12 months’ improved by 2.8% to 96.6 points; 

 ‘economic conditions over the next 5 years’ improved by 1.6% to 91.8 points;  

 ‘time to buy a major household item’ improved by 2.2% to 123.1 points;  

 ‘time to buy a dwelling’ fell by 7.8% to 93.0 points; and 

 ‘unemployment expectations’ increased by 3.1% (indicating less confidence about job 

security) to 142.3 points, indicating rising concerns about job security. 
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Jobs and participation stalled in January 2017 

The ABS labour force data show headline unemployment steady at 5.7% in January 2017 

(seasonally adjusted and trend). In trend terms1, total employment rose by 11,700 in the month 

and 91,700 (+0.8%) over the year. This was the weakest annual tally of new jobs added since 

Sep 2014. Labour force participation (64.6%), unemployment (5.7%) and the employment to 

population ratio (60.9%) have all been steady since mid-2016, after falling in the first half of 2016. 

(see table 1). 

Table 1: Key labour force numbers, January 2017 
 Level month change annual change 

Trend data (except where noted) ‘000 ‘000 m/m % ‘000 y/y % 

Employment 11,984 11.7 0.1 91.7 0.8 

Full-time 8,146 6.5 0.1 -40.1 -0.5 

Part-time 3,838 5.1 0.1 129.8 3.5 

Labour force 12,710 14.4 0.1 83.5 0.7 

Civilian adult population (15+ years) (seas. adj.) 19,700 33.7  0.2  290.3  1.5  

Aggregate total hours worked (hours) 1,675,988 3,635 0.2 11,320 0.9 

 ‘000 Jan ‘17 rate % Jan ‘16 rate % 

Unemployment (% of labour force) 726  5.7    5.8  

Underemployment (% of labour force, original data) 1,151  9.1    8.9  

Participation rate (% of adult population)    64.6    65.0  

Employment to population ratio (% of adult population)    60.9    61.3  

 

Beneath these static headline numbers, full-time employment is recovering very slowly, up 6,500 

in the month of January, but still 40,000 fewer than a year ago (-0.5% p.a.). Part-time employment 

(less than 35 hours per week) slowed to 5,100 jobs added in January, from a recent peak of 

15,900 per month in June and July 2016. A record high 32% of workers are now on part-time 

hours, including 18.8% of male workers and 47.3% of female workers (chart 2). 

Reflecting this weak recovery in full-time employment, aggregate hours worked grew by 0.2% 

m/m and 0.9% p.a. in January, its highest growth since March 2016. Average hours worked per 

person per month recovered to 139.8 hours (35 hours per week), after hitting a record low of 

138.6 hours per month (34.6 hours per week) in May 2016 (trend data).  

Also in Jan 2017, a record high 46.5% of the workforce is now female. These two trends are not 

unrelated. The labour force data indicate that more women than men prefer to work part-time; in 

January 2017, 36.9% of unemployed women were seeking part-time work only, compared to 

21.3% of unemployed men. It is possible that men have preferred to withdraw from the labour 

market rather than seek or take part-time work. Labour force participation for men has fallen to a 

                                                 
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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record low of 70.2%, while for women it has remained close to a record high, at 59.1% in 2017. 

The incidence of underemployment (working but seeking more hours) rose to 9.1% in January, in 

line with the rise in part-time work. Data for this series commenced only in 2014, but a related 

quarterly data series suggests that this is a relatively high underemployment rate compared to 

Australia’s labour market history. Reflecting gender differences in part-time work, 7.1% of the 

male labour force is underemployed, compared to 11.5% of the female labour force. Across age 

ranges, underemployment is highest for youth (15-24 years), at 19.2% of the youth labour force 

(16.2% of the male youth labour force and 22.4% of the female youth labour force). 

Chart 2: Full-time and part-time employment growth, to January 2017 

 

Across the states, employment growth was strongest in Victoria in the month of January and over 

the year to January, at 3.4% p.a. (see table 2). South Australia is also showing some resilience, 

with 1,500 jobs added in the month of January and 11,300 added over the year. NSW lost 2,600 

jobs in January, to be back where it was a year earlier. Queensland and Western Australia made 

small job gains in the month (2,000 and 2,300 respectively) but their workforces remain smaller 

than a year earlier. Unemployment rates are highest in South Australia and Western Australia. 

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

 Annual employment growth, p.a. Part-time Unemployment Participation 

Trend ‘000 % % rate % rate % 

NSW 0.2  0.0  31.1  5.1  63.2  
VIC 101.1  3.4  33.1  5.9  65.6  
Qld -28.2  -1.2  32.0  6.1  64.1  
SA 11.3  1.4  35.5  6.7  62.3  
WA  -8.9  -0.7  33.0  6.6  67.6  
Tas 1.2  0.5  37.4  5.9  59.7  
NT  6.9  5.3  20.3  4.0  77.4  
ACT  3.9  1.9  27.1  3.7  70.3  

Australia  91.7  0.8  32.0  5.7  64.6  
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SEEK’s job ads data for January confirm this distribution of jobs growth across the states, and 

suggest it will continue into 2017. Nationally, SEEK online job ads grew by 7% p.a. in January, 

with the strongest growth in South Australia (up 25.4% p.a.). SEEK reported that South Australia’s 

jobs vacancies growth was coming from the ‘trades and services sector’, including mechanics, 

electricians and hairdressers. 

In the larger jobs markets of NSW and Victoria, SEEK job ads were up 4.9% and 8.6% p.a. 

respectively in January. Tasmania is also showing better job vacancies growth (+8.9% p.a.). The 

mining states of Queensland and Western Australia are also showing some recovery, with 

Queensland online job ads up 8% p.a. (and fairly evenly spread across occupations) and Western 

Australian online job ads up for a fourth consecutive month, to be 0.8% up from a year ago. 

Visitor arrival numbers hit a record high in 2016 

The latest arrivals and departures data confirm record numbers of short-term visitor arrivals to 

Australia in 2016, with 8,262,900 arrivals by visitors staying for less than 12 months (up from 

7,444,000 in 2015). Of these arrivals, 4,236,000 (51%) were for holiday purposes and 2,071,800 

(25%) were to visit friends or relatives. 514,000 (6% of short-term arrivals) were for study 

purposes and 608,900 (7%) were for business purposes. 283,600 (3%) said the purpose of their 

trip was to work (e.g. ‘backpackers’ on working holiday visas). Growth has been strongest in the 

tourism and study categories in 2016, up 21% and 9% respectively in 2016 (see charts 3 and 4). 

In contrast, short-term arrivals for work declined by 11% in 2016 compared to the previous year. 

Short-term arrivals for work peaked in Sep 2015 (annual total numbers) and have since fallen. 

Despite the lower dollar, short-term (less than 12 months) departures by Australian residents 

continue to track higher than visitor arrivals, with 9.9 million departures by Australian residents in 

2016. 5.9 million (59%) short-term resident departures were for holiday purposes and 24% were 

to visit friends and relatives abroad. 8.6% of resident departures were for business purposes, with 

another 3% attending conferences. 1.8% of short-term resident departures were for work and 1% 

for study. This means that despite the surge in tourism arrivals, tourism departures remain even 

stronger, creating a ‘net deficit’ in tourist numbers that is large but diminishing (see Chart 3). 

Chart 3: Tourist arrivals & departures Chart 4: Student arrivals & departures 
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In 2016, China (including Hong Kong) was the top source country for all visitor arrivals (1.5 million), 

followed by New Zealand (1.4 million), the USA (714,700), the United Kingdom (709,600) and 

Singapore (443,600). NSW remained the most popular destination for overseas visitors in 2016, 

claiming nearly 38% of all short-term arrivals, followed by Victoria (25%) and Queensland (22%). 

The median length of time people spent in Australia was 11 days in 2016. ABS analysis of very 

long-term visitor arrival trends indicates: 

“Short-term trips from China have grown from 500 in 1976 to 1.2 million in 2016 (trend 

series) making it the country with the highest growth rate in that period. … After China, 

visitors from Vietnam had the highest growth rate over the past 40 years, growing from 

100 in 1976 to 70,500 in 2016. United Arab Emirates had the next highest growth rate, 

increasing from 100 in 1976 to 40,900 in 2016 while visitors from South Korea grew from 

1,200 in 1976 to 286,000 in 2016.” 

Venture capital & private equity grew in 2015-16 

Further growth in venture capital and private equity investment was evident in 2015-16, with 

investments increasing 4.7% over the year (by $411 mn) to reach $9.2 bn. This surpasses the 

previous record high of $8.9 bn in 2009-10.  

After a general decline in private equity and venture capital investment in the years following 

2009-10, activity appears to be trending up again, driven by new projects ($1.2 billion). Private 

investment reduced in 2015-16 from trade sales ($761 million) and Initial Public Offerings ($623 

million).  

More recently, ABS lending finance data for December 2016 show business investment may be 

lifting. Commercial finance commitments were up 3.8% p.a. to $43.2 billion, to be 19.1% higher 

than the recent trough of $36.2 billionn in June 2016.  

Chart 5: Venture capital & private equity investment 
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This week’s data and events, 13 February – 17 February 2017 

Day Date Data/event Data period  Current release 

Tue  14 Feb NAB monthly business survey Jan (M) 
conditions: +16 
confidence: +10 

  ABS lending finance Dec (M) 
commercial: -10.0% m/m 
personal: +1.7% m/m   

Wed 15 Feb Westpac-MI consumer sentiment index Feb (M) 99.6 

  ABS sales of new motor vehicles Jan (M) +0.6% m/m; -0.9% p.a. 

  ABS venture capital and private equity 2015-16 (A) 
investor commitments                      
+4.7% p.a. 

Thu 16 Feb ABS labour force Australia Jan (M) 
unemployment: 5.7% (tr) 
employment: 0.8% p.a. (tr) 

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

 
Next week’s data and events, 20 February – 24 February 2017 

Day Date Data/event 
Data period 
due for release 

Previous release 

Tue 21 Feb RBA meeting minutes Feb (M) - 

  ABS construction work done Dec (Q) Sep: -4.9% m/m; -11.1% p.a. 

  ABS wage price index Dec (Q) Sep: +0.4% q/q; +1.9% p.a. 

Thu 23 Feb ABS capital expenditure Dec (Q) Sep: -4.0% q/q; -13.7% p.a. 

  ABS average weekly earnings Nov (H) May: +2.2% 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 growth rates and government forecasts 

RBA SoMP (Feb 2017) 
2015-16 
actual 

2016-17 
f 

2017-18 
f 

2018-19 
 p 

2019-20  
p 

GDP, % change p.a., year end 3.3 1.5-2.5 2.5-3.5 2.75-3.75  

Inflation (CPI), % change p.a., year end 1.0 2.0 1.5-2.5 2.0-3.0  

Treasury MYEFO 2016-17 (Dec 2016)      

GDP, % change p.a., year average 2.7 2.0 2.75 3.0 3.0 

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

  Dwelling investment, % p.a., year average 8.3 4.5 0.5   

  Business investment, % p.a., year average -14.7 -6.0 0.0   

Employment growth, % p.a., year end 1.9 1.25 1.5 1.5 1.5 

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

Terms of trade, % change p.a., year end -5.4 14.0 -3.75   

Inflation (CPI), % change p.a., year end 1.0 1.75 2.0 2.5 2.5 

Wages (WPI), % change p.a., year end 2.1 2.25 2.5 3.25 3.5 

f = forecast. p = projection. 

Sources: ABS various data; RBA Statement on Monetary Policy (SoMP), latest quarter; Australian Treasury, Mid-year Economic and Financial 

Outlook 2016-17 (MYEFO) (Dec 2016). 

Australian economy: latest indicators 

Economy FX and commodity prices (as of Friday) 

RBA official cash rate, % Feb (M) 1.50      - AUD/USD exchange rate US$0.7689      ▲ 

Real GDP, % change p.a. Sep (Q) 1.8%    ▼ Oil price (WTI light crude, USD/BBL) US$53.44        ▲ 

Headline CPI, % change p.a. Dec (Q) 1.5%    ▲ Gold price (USD/OZ) US$1,237.82   ▲ 

Unemployment rate, % trend Jan (M) 5.7%    - Copper price (USD/tonne, LME spot) US$6,015.00   ▲ 

 

Australian Industry Group monthly performance of industry indexes 

Australian PMI®   Jan (M) 

Australian PSI®   Jan (M) 

Australian PCI®   Jan (M) 

51.2 ▼ 

54.5 ▼ 

47.7 ▲ 

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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