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18 August 2017 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week the Reserved Bank of Australia (RBA) released minutes from its August board meeting, 

where it again left the cash rate unchanged at a record low 1.50%. Conditions in the Australian 

economy are largely in line with the RBA’s expectations, although inflation remains stubbornly 

below the RBA’s target band of 2-3% over the cycle. The RBA expects growth to have picked up 

in the June quarter due to stronger household consumption. The RBA expects a further pickup in 

household consumption, in line with stronger jobs growth and an eventual pickup in wages growth. 

Residential construction activity is expected to gradually decline from recent peaks, but resources 

exports, non-mining business investment and infrastructure construction will hopefully help drive 

growth from 2018. Business conditions, including Ai Group’s monthly performance indexes, are 

looking firmly positive. Indicators from the labour market are also looking more promising. 

Largely confirming the RBA’s outlook, Australia’s unemployment rate dropped to 5.6% in July, its 

lowest since October 2016. Jobs growth was stronger in July (+2.2% p.a., trend) and it was more 

evenly spread across the states, compared to a year earlier. Full-time work is recovering and total 

hours worked is up. Of concern to the outlook however, the monthly trend numbers suggest this 

recent surge in jobs might have already peaked. In addition, part-time work and under-

employment are still relatively elevated, so some significant spare capacity is still evident. 

Together with weak inflation, this gap is keeping a lid on wages growth; the ABS wage price index 

(WPI) for the June quarter rose by 1.9% p.a., its slowest rate since the WPI series began in 1998. 

Even so, wage growth remained equal to or stronger than core inflation in Q2 across most states 

and industries. Average earnings (AWOTE) in May 2017 confirm that wage pressures are very 

weak, with slight falls in nominal AWOTE in some but not all industries in the six months to May. 

Labour market improves in July 

The latest ABS labour force estimates show the national unemployment rate fell to 5.6% in July 

(down from 5.7% in June, seasonally adjusted). In trend terms1, the unemployment rate was 

steady at 5.6% and employment growth accelerated to 2.2% p.a. (up from 2.0% p.a. in June). In 

number terms, national employment grew by 26,000 in July and 259,200 over the year (trend). 

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

annual rate of growth is at its strongest since February 2016. The employment to population ratio 

improved to 61.4% of the adult population in July, the highest such proportion since May 2013. 

                                                 
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. 17 August 2017. The data below are all trend. 
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Employment growth continued to swing back to full-time jobs in July (defined by the ABS as more 

than 35 hours per week). Full-time employment growth accelerated to 2.6% p.a. in July (up from 

2.1% p.a. in June and the fastest annual growth rate since May 2011). In number terms, 28,600 

full-time jobs were added in July, down from the recent peak in May (see table 1 and chart 1). 

This increase in full-time instead of part-time work saw average hours worked and aggregate 

hours worked both creep up in July, with aggregate hours worked up 2.5% p.a., its best growth 

since 2015. Average hours worked grew to 139.1 hours per month (34.8 hours per week) in July, 

its highest since early 2016, but only 0.4% above the record low of 138.5 hours one year earlier. 

In contrast, the number of part-time jobs has declined in each of the past three months (the first 

shrinkage in part-time work since 2014) and annual growth cooled to 1.2% p.a. in July (the slowest 

annual growth rate since 2012). 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 November 2016. 

Table 1: Key labour force numbers, July 2017 (trend) 
trend number (‘000) % change m/m % change p.a. 

Employment 12,197  0.2 2.2 
Full-time 8,353  0.3 2.6 
Part-time 3,844  -0.1 1.2 

Aggregate hours worked  0.3 2.5 
Labour force 12,923  0.2 2.1 

 number (‘000) % of labour force  
Unemployment (trend) 726.0  5.6    
Underemployment (original) 1,101.3  8.5    
Underutilization (original)  14.0    

  % of population  

Participation rate (trend)  65.0   

Employment to population ratio (trend)  61.4   

 Source: ABS 

Chart 1: full-time and part-time employment growth, to July 2017 

 
Source: ABS 
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Under-employment (that is, the proportion of the labour force who are working but are willing and 

able to work more hours) remains relatively high at 8.5% in July (original unadjusted data), but 

has improved from its recent peak of 9.1% at the beginning of 2017. This suggests that the labour 

market is indeed improving but that a significant amount of spare capacity probably still exists. 

On the supply side, labour force growth accelerated to 2.1% p.a. in July, up from 1.9% p.a. in 

June. Labour force participation was steady at 65.0% of the adult civilian population (down from 

a recent peak of 65.1% in January 2016). Labour force participation for men was steady at 70.6% 

in July, while labour force participation for women edged up slightly to a new record high of 59.6%. 

Across the states, employment growth was strongest in Tasmania in the year to July (+4.0% p.a.), 

followed by Victoria (+3.1% p.a.) and Queensland (+2.7% p.a.) (table 2). The monthly trend 

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

The Northern Territory lost some jobs over the year (-0.5% p.a.), likely due to the completion of 

some large resource projects. Unemployment remains highest in South Australia. 

Table 2: Employment, unemployment and participation by state, July 2017 

 Employment growth Unemployment Participation 

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

NSW 49.0  1.3  4.8  63.6  
VIC 94.1  3.1  6.0  66.1  
Qld 64.0  2.7  6.3  65.2  
SA 11.3  1.4  6.6  62.3  
WA  30.6  2.3  5.4  67.8  
Tas 9.5  4.0  6.1  61.2  
NT  -0.6  -0.5  3.2  73.7  
ACT  1.3  0.6  4.8  70.5  

Australia  259.2  2.2  5.6  65.0  

Source: ABS 

Chart 2: employment growth by state, Jan to July 2017 
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Wages growth tepid in Q2 2017 

The ABS Wage Price Index for the June quarter (Q2) of 2017 (for total hourly rates of pay 

excluding bonuses) grew by +1.9% p.a. (+0.5% q/q). This was the same annual rate of growth as 

in the last four quarters. Wage growth in Q2 continued to be strongest in the large services 

industries and in the public sector, where employment growth has been strongest over the past 

year. Wage growth remained equal to or stronger than core inflation (CPI) in Q2 across most 

states and in most industries (see chart 3). 

In Q2 2017, public sector wages grew at the same rate as in Q1 (+2.4% p.a., +0.6% q/q) and 

continued to outpace private sector wage growth (+1.8% p.a., +0.5% p.a.). Public sector wage 

growth appears to be levelling out while private sector wage growth continued to slow. 

As this week’s labour force statistics indicate (see above), ongoing spare capacity in the labour 

market (unemployment plus underemployment) is likely dampening wages growth. Weak inflation 

is also holding down wages growth; headline inflation (CPI) fell to 1.9% p.a. in Q2 (down from 

+2.1% p.a. in Q1), while core inflation was steady at 1.8% p.a. and the employee household living 

cost index growth dropped to 1.3% p.a. in Q2 (from 1.5% p.a. in Q1). 

In Q2, private sector wage growth was slowest in Western Australia (+1.0% p.a.) and stronger in 

the south-eastern states. Across industries, private sector wages growth was weakest in mining 

(+1.1% p.a.), rental & real estate services (+1.2% p.a.), administrative services (+1.3% p.a.) and 

professional services (+1.4% p.a.) in Q2. Wages growth was strongest in healthcare (+2.3% p.a.), 

followed by hospitality (+2.2% p.a.), arts & recreation, utilities, finance & insurance (+2.2% p.a.) 

and education & training (all+2.1% p.a.) (see chart 3). 

Chart 3: private sector wages and inflation growth (original data), Q2 2017 

 
Source: ABS 
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In dollar terms, the ABS estimates that nominal Full-time Average Weekly Ordinary Time 

Earnings (AWOTE, which is measured differently to the WPI and is published only twice per 

year) for full-time workers increased to $1,543.20 in May 2017, up 1.8% from a year earlier.  

Across industries, private sector employees in the mining industry remain the highest paid on 

average even though their average pay had fallen from recent boom-time peaks (chart 4). Slight 

declines in nominal AWOTE are also evident in manufacturing, utilities, retail trade, hospitality, 

finance and public administration over the six months to May 2017. AWOTE in IT, media and 

telecommunications has overtaken AWOTE in finance & insurance. 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 4). 

Over the next six months, nominal AWOTE is likely to pick up across many of the lower-paid 

industries, since this year’s increase to the minimum wage of 3.3% takes effect from 1 July 2017. 

Chart 4: Nominal full-time AWOTE by industry, to May 2017 

 

Source: ABS 

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

Factsheet: Wage Price Index (WPI) June quarter (Q2) 2017. Free online at: 

https://www.aigroup.com.au/policy-and-research/economics/economicsfactsheets/ 

https://www.aigroup.com.au/policy-and-research/economics/economicsfactsheets/
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This week’s data and events, 14 August – 18 August 2017 

Day Date Data/event Data period  Current release 

Tue 15 Aug ABS overseas arrivals and departures Jun (M) 
ST arriv. -0.9% m.m 
ST dep. -2.3% m/m  

  ABS sales of new motor vehicles Jul (M) -2.0% m/m, +1.8% p.a. 

  RBA meeting minutes Aug (M) - 

Wed 16 Aug ABS wage price index Jun (Q) +0.5% q/q, +1.9% p.a. 

Thu 17 Aug ABS labour force statistics Jul (M) 
unemployment rate 5.6%(tr) 
employment +2.2% p.a.(tr) 

  ABS average weekly earnings May (H) +1.8% 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, 21 August – 25 August 2017 

Day Date Data/event 
Data period 
due for release 

Previous release 

Thu 24 Aug ABS labour force statistics, detailed Jul (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 growth rates and government forecasts 

RBA SoMP (Aug 2017) 
2015-16 
actual 

2016-17 
 f 

2017-18  
f 

2018-19 
 f 

2019-20 
p  

2020-21 
p 

GDP, % change p.a., year end 3.1 1.75 2.5-3.5 3.0-4.0   

Unemployment rate, %, year end 5.8 5.6 5.0-6.0 5.0-6.0   

Inflation (CPI), % change p.a., year end 1.0 1.9 1.75-2.75 2.0-3.0   

Treasury 2017-18 Budget (May 2017)       

GDP, % change p.a., year average 2.6 1.75 2.75 3.0 3.0 3.0 

  Household consumption, % p.a., year average 2.9 2.5 2.75 3.0   

  Dwelling investment, % p.a., year average 10.6 4.5 1.5 -4.0   

  Business investment, % p.a., year average -10.3 -6.0 0.0 3.0   

Employment growth, % p.a., year end 1.9 1.0 1.5 1.5 1.5 1.5 

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

Terms of trade, % change p.a., year end -10.2 16.5 -2.75 -4.25   

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

Wages (WPI), % change p.a., year end 2.1 2.0 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, % Aug (M) 1.50      - AUD/USD exchange rate US$0.7896      ▲ 

Real GDP, % change p.a. Mar (Q) 1.7%    ▼ 
Oil price  
(WTI light crude, USD/BBL) 

US$47.02        ▼ 

Headline CPI, % change p.a. Jun (Q) 1.9%    ▼ Gold price (USD/OZ) US$1,287.80   ▲ 

Unemployment rate, % trend Jul (M) 5.6%     - 
Copper price  
(USD/tonne, LME spot) 

US$6,460.00   ▲ 

 

Australian Industry Group monthly performance of industry indexes 
Australian PMI®   Jul (M)                                                                               56.0 ▲ 

Australian PSI®   Jul (M)                                                                               56.4 ▲ 

Australian PCI®   Jul (M)                                                                               60.5 ▲ 
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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