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19 May 2017 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week Australia’s labour market was looking better but not overly strong, with very mixed 

conditions apparent across the states. Nationally, the unemployment rate ticked down to 5.7% in 

April (seasonally adjusted), employment growth picked up to 1.3% p.a. and SEEK online job ads 

grew by 6.6% p.a. In aggregate however, total hours worked across the economy did not grow at 

all, as part-time work and underemployment continued to rise. Reflecting this ongoing weakness 

in labour demand (and subdued background inflation), the ABS wage price index (WPI) increased 

by 1.9% p.a. in Q1 2017, the same slow pace as in Q4 2016. 

Consumer confidence data from both Westpac-Melbourne Institute and ANZ-Roy Morgan indicate 

a slump in consumer confidence in May. Consumer confidence has moved lower in 2017 in 

response to slow wage growth and concerns about housing affordability. It is possible the Federal 

Budget further dented confidence in May, due to proposed increases in the Medicare levy and 

university fees plus little relief on housing affordability. Housing finance data for March confirm 

that loan commitments for housing continued to rise for both investors and owner-occupiers. 

Labour market steady in April  

The headline unemployment rate fell to 5.7% in April from 5.9% in March (seasonally adjusted). 

In trend terms1, the unemployment rate was steady at 5.8% in April. Total employment grew by 

19,900 in the month and 152,100 (+1.3%) over the year, with most of the growth in part-time 

employment (less than 35 hours per week). Part-time work is up by 102,800 people and 2.7% p.a. 

while full-time employment is up by 49,300 and 0.6% p.a. from a year ago. 31.9% of workers are 

currently part-time, just shy of the record high of 32.0% in November 2016 (see chart 1). This 

includes 19% of male workers and 47% of female workers. 

Even though the number of people in work grew, the total number of hours worked across the 

economy shrank by 0.1% m/m in April and was virtually unchanged from a year earlier (+0.2% 

p.a.). Average hours per worker fell by 0.3% in April to a record low of 137.8 hours per month or 

about 34.5 hours per week (trend). This reflects the growth in part-time work and suggests that 

total labour demand remains relatively weak, notwithstanding the pickup in jobs growth. 

                                                 
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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The incidence of underemployment (working but seeking more hours) rose to 8.6% of the labour 

force in April (equal to 9.1% of the workforce), in line with the continuing rise in part-time work. 

Reflecting gender differences in part-time work, 7.0% of the male labour force is underemployed, 

compared to 11.6% of the female labour force. In total, 14.3% of the labour force were estimated 

to be underutilised in April (unemployed or underemployed), down from a recent peak of 15.3% 

in January 2017. This suggests elevated – but reducing – spare capacity in the labour market. 

Table 1: Key labour force numbers, April 2017 (trend) 
 Level Change per month Change per year 

  ‘000 ‘000 m/m % ‘000 y/y % 

Employment (trend) 12,071 19.9 0.2 152.1 1.3 

  Full-time 8,216 12.3 0.2 49.3 0.6 

  Part-time 3,855 7.5 0.2 102.8 2.7 

Aggregate hours worked (trend) 1,663,606 -1,975 -0.1 12,437 0.6 

Labour force (trend) 12,816 21.5 0.2 172.4 1.4 

Civilian adult population, 15+ (trend) 19,801.7  23.0  0.1  310.3  1.6  

  ‘000 ‘000 rate % ‘000 
rate % in  
Apr 2016 

Unemployment (trend) 744.4 1.7 5.8  20.3 5.7  

Underemployment (orig.) 1,108.2 19.0 8.6  37.2 8.5  

Underutilization rate (orig.)     14.3    14.1  

Participation rate (trend)     64.8    64.9  

Employment to population ratio (trend)     61.0    61.2  

 

Chart 1: Full-time and part-time employment growth, to April 2017 (trend) 

 

Across the states, employment growth was strongest in Victoria in April at 3.3% p.a., with 

significantly slower growth in all other states (see table 2).  Unemployment rates are highest in 

South Australia and Queensland and lowest in the two territories. South Australia and Tasmania 

have significantly lower participation rates and higher rates of part-time work than other states. 
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Table 2: Key labour force numbers by state, April 2017 (trend) 

 Annual employment change Part-time  Unemployment Participation 

 ‘000 p.a. % p.a. rate, % Rate, % Rate, % 

NSW 2.6  0.1  31.1  5.0  63.0  
VIC 100.1  3.3  33.4  6.1  65.9  
Qld 14.5  0.6  30.6  6.4  64.6  
SA 7.4  0.9  35.1  7.0  62.3  
WA  3.6  0.3  30.8  6.1  67.5  
Tas 4.5  1.9  36.9  5.8  60.0  
NT  9.1  6.9  21.7  3.5  78.8  
ACT  3.2  1.5  27.9  3.6  69.8  

Australia  152.1  1.3  31.9  5.8  64.8  

 

Wage growth remains slow in Q1 2017 

The ABS Wage Price Index (WPI, for total hourly rates of pay excluding bonuses) grew by +1.9% 

p.a. (+0.5% q/q) in the March quarter (Q1) of 2017, the same rate as in December (Q4). This slow 

pace in wages growth reflects ongoing spare capacity in the labour market and weak inflation. 

Wages growth in Q1 was strongest in the large services industries, in the public sector and in the 

eastern states. Wage growth remained stronger than core inflation in Q1 across most industries. 

Chart 2: Wage and inflation rates (% p.a.)  

 

The strength of wages growth tends to reflect the strength of labour demand across industries 

and geographies. Across the states and territories in Q1 2017, annual private sector wage growth 

was slowest in Western Australia (+1.0% p.a.) and stronger in the eastern states and especially 

Tasmania. Across industries, private sector wages growth was weakest in Q1 in mining (+0.6% 

p.a.), rental & real estate services (+1.2% p.a.), administrative services (+1.4% p.a.) and 

professional services (+1.5% p.a.). It was strongest in healthcare (both +2.4% p.a.) in Q1, 

followed by hospitality (+2.2% p.a.) and finance and insurance (+2.2% p.a.) This reflects relatively 

stronger labour demand in these industries in 2017. (for further detail, see our WPI factsheet). 

http://cdn.aigroup.com.au/Economic_Indicators/Fact_Sheets/WPI_Fact_Sheet_Mar_QTR_2017.pdf
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Consumer confidence flat in May 

The Westpac MI Index of Consumer Sentiment decreased by 1.1% to 98.0 points in May, 

indicating that for consumers, pessimists are outnumbered optimists (100 divides the optimists 

from the pessimists in this survey). Consumer confidence was mildly positive through much of 

2016 but has been more pessimistic in 2017. May’s subdued result suggests a mildly negative 

response from households to this year’s Federal Budget.  

The more detailed consumer sentiment data for May revealed most of the major components of 

sentiment deteriorated in May. Key consumer sentiment index movements in May included: 

 ‘family finances compared to a year ago’ declined by 3.0% to 82.6 points (more negative); 

 ‘family finances over the next 12 months’ declined by 6.2% to 99.7 points (moving from positive 

to mildly negative);  

 ‘economic conditions over the next 12 months’ improved by 4.5% to 95.9 points (less 

negative); 

 ‘economic conditions over the next 5 years’ improved by 4.2% to 96.6 points (less negative);  

 ‘time to buy a major household item’ declined by 3.5% to 115.2 points (less positive);  

 ‘time to buy a dwelling’ declined 6.5% to 90.0 points (more negative); and 

 ‘unemployment expectations’ decreased by 8.7% to 138.3 points, indicating reduced concern 

about job security. 

These trends are also evident in May in the weekly ANZ-Roy Morgan Australian Consumer 
Confidence Index, which dropped sharply this week by 2.6% to reach 109.4, which was its lowest 
level since September 2015. This may be related to the Federal Budget, which proposed 
increases to the Medicare levy for most taxpayers. Both surveys indicate growing concern about 
household finances in a period of spiralling city housing costs and slow wage growth. 

Chart 3: ANZ-Roy Morgan Consumer Confidence Index, to May 2017 
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Housing finance higher in March 

The total value of housing finance inched 0.9% higher in March, after dipping lower in February 

(seasonally adjusted ABS data) Over the year to March total housing finance was 5.3% higher, 

leaving the total value of housing loan commitments near historical highs. 

The rise in house lending commitments in March included small increases in both owner-occupier 

commitments (+0.9% m/m, +0.3% p.a.) and investment loans (+0.8% m/m, +14.2% p.a.). For 

owner-occupier lending, growth was due mainly to purchases of new dwellings (+11.3% m/m, 

+19.9% p.a.) and the construction of new dwellings (+1.3% m/m, +9.2% p.a.). 

Chart 4: Dwelling finance, investors and owner occupiers, to March 2017  
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This week’s data and events, 15 – 19 May 2017 

Day Date Data/event Data period  Previous release 

Mon 8 May ABS housing finance Mar (M) +0.9% m/m 

Tue 16 May RBA board meeting minutes May (M) - 

  ABS sales of new motor vehicles Apr (M) +0.3% m/m, +0.1% p.a.  

Wed 17 May ABS wage price index Mar (Q) +0.5% q/q, +1.9% p.a. 

  ABS lending finance Mar (M) 
personal -1.7% m/m 
commercial +13.0% m/m 

  Westpac-MI consumer sentiment May (M) 98.0  

Thu 18 May ABS labour force statistics Apr (M) 
unemployment 5.8% (tr) 
employment +1.3% 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, 22 – 26 May 2017 

Day Date Data/event 
Data period 
due for release 

Previous release 

Wed 24 May ABS construction work done (prelim) Mar (Q) Dec: -0.2% q/q, -7.8% p.a. 

Fri 26 May ABS Australian industry statistics 2015-16 (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 (May 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 1.5-2.5 2.75-3.75 2.75-3.75   

Unemployment rate, %, year end 5.8 5.75 5-6 5-6   

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

RBA official cash rate, % May (M) 1.50      - AUD/USD exchange rate US$0.7413      ▲ 

Real GDP, % change p.a. Dec (Q) 2.4%    ▲ Oil price (WTI light crude, USD/BBL) US$52.65        ▲ 

Headline CPI, % change p.a. Mar (Q) 2.1%    ▲ Gold price (USD/OZ) US$1,249.74   ▲ 

Unemployment rate, % trend Apr (M) 5.8%     - Copper price (USD/tonne, LME spot) US$5,573.00   ▲ 

 

Australian Industry Group monthly performance of industry indexes 

Australian PMI®   April (M)                                                                               59.2 ▲ 

Australian PSI®   April (M)                                                                               53.0 ▲ 

Australian PCI®   April (M)                                                                               51.9 ▲ 
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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