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24 November 2017 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week the minutes of the RBA’s board meeting in October confirmed that the RBA expects 

inflation to remain subdued, at around 2% over the next two years, due to the ongoing price 

dampening effects of slow wage growth, weak local discretionary consumption, fierce competition 

among retailers and falling prices for tradeable goods. Prices and wages are still looking weak, 

despite better business conditions, exports, construction activity and employment through 2017. 

RBA and IMF expect modestly better growth in 2018, but wages will stay weak 

In a speech about Australia’s economic outlook delivered this week, RBA Governor Lowe noted 

that “in a number of [other] countries, low rates of unemployment are coexisting with below-

average inflation. Low inflation, in turn, means low interest rates.” Weak business investment and 

poor productivity growth have also been particularly pronounced. This disappointing situation has 

persisted over the past decade, but is finally starting to improve, across a range of local and 

international indicators. Real wages growth might not pick up however, because “in Australia, we 

are still some way short of our estimates of full employment of around 5%, so it is not surprising 

that wage growth is below average. … structural factors are likely to be at work as well. … the 

economy is less inflation prone than it once was. Both workers and firms feel more competition, 

and it is plausible that the wage- and price-setting processes are adjusting in response.” 

The IMF concluded its latest assessment of Australia’s economy on 19 November. It expects a 

modest pickup in growth in 2018 due to a stronger global economy (good for export demand) and 

stronger local infrastructure investment by state governments. The IMF agrees with the RBA that 

slow prices and wages growth is likely to continue to weigh down household incomes and 

consumption until unemployment and underemployment are ‘sufficiently reduced’. That is, the 

labour market needs to tighten before real wages will rise. 

In response to this modestly positive outlook, the IMF advises the Australian Government to 

develop “a strong structural reform agenda [to] renew the foundation for productivity increases 

and higher longer-term growth” including: 

• higher infrastructure spending to improve “physical and digital interconnectivity”; 

• comprehensive tax reform aimed at shifting the tax base from mobile factors of production 

(i.e. capital and labour) to consumption and fixed factors and inputs (e.g. lower company 

and income taxes in favour of a higher GST, or replacing stamp duty on property transfers 
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with a national land tax), plus a simplified system of tax concessions, welfare payments 

and tax revenue distributions across the states and territories;  

• fostering innovation, research and workforce skills (e.g. expanding business incentives for 

R&D and expanding the ‘National Innovation and Science Agenda’); and 

• structural reforms in health, education, urban development, and regulatory aspects of 

market efficiency, as recommended by the Productivity Commission in its inaugural ‘Five 

yearly Productivity Review’ and by the Competition Policy Review (the Harper report). 

Engineering stronger but other construction activity a touch lower in Q3 2017 

Preliminary estimates by the ABS indicate that total construction work done across Australia rose 

by 15.7% q/q in the September quarter of 2017, to be up by 30% from one year earlier. 

Economists at several banks noted that the total value of construction work in Q3 was boosted 

by a one-off surge in activity at large-scale LNG sites (the installation of platforms at the Ichthys 

and Prelude plants,), which saw the value of engineering construction activity rise by 33.0% q/q 

and 68.4% p.a. This is likely to be among the last giant surges in resources-related engineering 

construction activity in this cycle, as these large-scale LNG plants get closer to completion. 

Abstracting from this LNG-related engineering activity, the value of building work done was 

broadly stable in Q3 (-0.4% q/q but +1.4% p.a.). Slight falls were evident in Q3 in both residential 

building (-0.3% q/q and -1.7% p.a., from a very high level) and non-residential building (-0.6% q/q 

but +7.9% p.a.). Recent rises in building approvals suggest activity in both of these building 

segments will pick up again in 2018. 

Public sector (i.e. Government) construction work continued to expand in Q3 (+3.3% q/q and 

18.8% p.a.), reflecting the solid pipeline of infrastructure projects under way. 

Table 1: value of construction work done, Q3 2017 

Seas. adj. Value  Change 

 $bn % change q/q % change p.a. 
Building work 27.621 -0.4 1.4 

Residential building 18.102 -0.3 -1.7 
Non-residential building 9.519 -0.6 7.9 

Engineering work 34.241 33.0 68.4 
Total construction work done 61.863 15.7 30.1 

Private sector 50.289 18.9 32.9 
Public sector 11.574 3.3 18.8 

Source: ABS, Construction work done, Preliminary, Sep 2017. 
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This week’s data and events, 20 – 24 November 2017 

Day Date Data / event Data period Current release 

Tues 21 Nov RBA minutes of board meeting Nov (M) Cash rate: 1.50% 

  RBA Governor Lowe speech - -  

Wed 22 Nov ABS construction work done, prelim. Sep (Q) +15.7% q/q, +30.1% p.a. 

  ANZ Stateometer Nov (Q) - 

Thurs 23 Nov ABS water account 2015-16 (A) 
Total annual water consumption: 
 -7.2% p.a. 

Fri 24 Nov 
ABS estimate of multifactor 
productivity 

2016-17 (A) Publication postponed 

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

 

 

Next week’s data and events, 27 November – 1 December 2017 

Day Date Data/event 
Data period 
due for release 

Previous release 

Thurs 30 Nov ABS assets and liabilities Sep (Q) Jun: total assets +3.0% q/q 

  
ABS private new capital expenditure 
(CAPEX) 

Sep (Q) Jun: +0.8% q/q, -3.0% p.a. 

  ABS building approvals Oct (M) 
Sep: total number of dwelling 
units approved +1.5% m/m, 
+0.2% p.a. 

  RBA private sector credit Oct (M) 
Sep: total credit outstanding 
+0.3% m/m, +5.4% p.a.  

Fri 1 Dec Ai Group Australian PMI Nov (M) Oct: 51.1 points 

  RBA index of commodity prices Nov (M) 
Oct: AUD price index -0.9% 
m/m, +8.8% 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 (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, % Nov (M) 1.50       - AUD/USD exchange rate US$0.7616      ▲ 

Real GDP, % change p.a. Jun (Q) 1.8%     ▲ 
Oil price  
(WTI light crude, USD/BBL) 

US$58.37        ▲ 

Headline CPI, % change p.a. Sep (Q) 1.8%     ▼ Gold price (USD/OZ) US$1,289.70   ▲ 

Unemployment rate, % trend Oct (M) 5.5%      - 
Copper price  
(USD/tonne, LME spot) 

US$6,872.00   ▲ 

 

Australian Industry Group monthly performance of industry indexes 
Australian PMI®   Oct (M)                                                                              51.1 ▼ 

Australian PSI®   Oct (M)                                                                              51.4 ▼ 

Australian PCI®   Oct (M)                                                                              53.2 ▼ 
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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