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16 February 2018 
AUSTRALIAN ECONOMIC DEVELOPMENTS 

In Australia, Ai Group’s performance of manufacturing, services and constructions indexes 

(released earlier in Feb) and the NAB’s monthly indicators of business conditions (released this 

week) are all showing improving conditions in January, with positive conditions across a wide 

range of sectors including manufacturing, mining and construction. The NAB business survey 

indicates business confidence rose to its highest level in January since April 2017. Capacity 

utilisation has increased across all Ai Group and NAB business surveys which suggests the recent 

lift in business investment will continue. 

Among consumers, confidence stayed ‘net optimistic’ in early February, for a third consecutive 

month. This probably reflects improvements in employment in recent months. The national labour 

market continued to strengthen in January 2018, with the total number of persons employed 

increasing by 16,000 in January and the unemployment rate falling by 0.1% to 5.5% (seasonally 

adjusted). Total employment has grown by an impressive 400,000 (3.3%) over the past year. The 

labour force participation rate (the number of people who are employed or actively looking for 

work) rose by 0.1% to a seven-year high of 65.6% of the adult population (trend), indicating that 

improving labour market conditions are encouraging more people back into work or to seek work. 

Labour force participation for Australian women recorded another record high of 60.5%. Further 

jobs growth is likely, with the SEEK index of new job ads posted online up 14.7% p.a. in January. 

Business activity and confidence improving in January 

NAB’s monthly business conditions index confirmed the positive conditions evident in the Ai 

Group performance of manufacturing (PMI), services (PSI) and constructions indexes (PCI) in 

January (released in early Feb), with a jump of 6 points to +19 points. This was the NAB survey’s 

second highest level and well above its long-run average of +5 points (results over zero are ‘net 

positive’ in this survey, with higher results indicating better conditions). The NAB survey suggests 

that business conditions are strong across all states but are particularly positive in the eastern 

seaboard states of Queensland (+18 points), NSW (+17 points) and Victoria (+14 points). 

All industries except retail experienced strong business conditions in the NAB business survey in 

January, particularly construction, mining and finance. The construction industry is benefitting 

from a lift in infrastructure spending and non-residential construction activity, which is translating 

into increased employment. ABS data indicate that construction employment increased by 8.5% 

in the year to November 2017. This is consistent with the employment sub-index in the Australian 

PCI® which accelerated in January and has been expanding for nine consecutive months, 
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indicating elevated levels of employment in order to meet a rise in demand. Retail conditions 

stabilised in the NAB survey (turning neutral) in January, after a lengthy period of negative results 

through 2017.  

The NAB business condition index has been unusually volatile in recent months, which NAB 

economists note could be due to changes in seasonal patterns. The Ai Group surveys did not 

exhibit the same ‘spike’ in conditions late last year as the NAB survey, but they have indicated 

the same trends as the NAB survey through 2017. For services 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 Jan 2018 (3 month moving averages) 

 

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

Consumer sentiment remains optimistic in February 

The Westpac-MI index of consumer sentiment fell 2.3% m/m to 102.7 points in early February, 

from a four-year high in January of 105.1 points. This indicates that optimists outnumbered 

pessimists for the third month in a row (results above 100 points indicate ‘net optimism’ in this 

survey). The survey was conducted in the same week that a wave of volatility hit global share 

markets. This appears to have been most acutely felt by retirees, whose confidence fell by 13.5%. 

Despite this fall in confidence by retirees, other consumers are beginning to feel more optimistic 

due to improvements in the local and global economies and especially improvements in the local 

labour market. The Westpac-MI survey indicates they are feeling less anxious about 

unemployment and interest rates in February. Despite three months of positive results however, 

the level of this index remains below levels typically associated with high consumer sentiment. 
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Employment growth continues to strengthen in 2018 

The ABS estimates that total employment increased by 16,000 people and the unemployment 

rate fell to 5.5% in January (seasonally adjusted). This was driven by an increase of 65,900 in 

part-time employment, offset by a fall of 49,800 in full-time employment. Although this drop in 

full-time employment could be interpreted negatively, January is a particularly volatile month in 

the Australian labour market as there are large seasonal effects which are difficult to estimate 

and may be revised away in later months. For example, many more students and backpackers 

work in temporary seasonal jobs in January, while others may temporarily switch from full-time to 

part-time work. The ABS therefore recommends using the trend estimates of employment to 

interpret the underlying patterns in the labour market1. 

In trend terms, employment continues to grow in 2018, increasing by 0.2% m/m and 3.3% p.a. in 

January and adding a total of 394,000 jobs over the year. Although part-time employment growth 

(0.4% m/m) outpaced full-time employment growth (0.1% m/m) in January, monthly full-time 

employment increased for a 15th straight month and accounted for 74% of employment growth 

over the past year (see chart 2 and table 1). Part-time employment (defined by the ABS as 35 

hours or less per week) accounted for 31.7% of the total workforce in January 2018, below the 

high of 32.0% of the total workforce in November 2016.  

Chart 2: Full-time and part-time employment growth (trend)

 

Source: ABS, Labour force Australia January 2018 

                                                 
11 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. 
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Table 1: Key labour market numbers, January 2018 (trend) 

 Number  Change per month Change per year 

trend ‘000 ‘000 m/m % m/m ‘000 p.a. % p.a. 
Employment 12,447 23.0 0.2 394.9 3.3 

Full-time 8,495 8.8 0.1 292.1 3.6 
Part-time 3,951 14.2 0.4 102.8 2.7 

Aggregate hours worked 1,726,980 -1,184.9 -0.1 46,411.0 2.7 
Labour force 13,167 25.6 0.2 376.9 2.9 
Adult civilian population 20,083 33.0 0.2 319.5 1.6 

 Number  Rate Change from one year ago 

 ‘000 % of labour force Percentage point change p.a. 
Unemployment (trend) 720.2 5.5  -0.3  
Underemployment (orig) 1,183.8 8.4  -0.2  
Underutilization (orig)   15.0  -0.2  

trend  % of adult population Percentage point change p.a. 

Participation rate   65.6  0.9  
Employment to population ratio  62.0  1.0  

Source: ABS, Labour force Australia January 2018 

Despite strong employment growth, the unemployment rate held steady for the seventh straight 

month at 5.5% in January (trend). This is because employment growth is being matched by a 

rising participation rate, indicating that improving labour market conditions are encouraging more 

people back into work or into looking for work. The female labour force participation rate reached 

an historic high of 60.5% in January, while the overall participation rate of 65.6% in January was 

the highest since February 2011 and is only 0.2% off its all-time high in December 2010 (see 

chart 3). Many observers expected the participation rate would continue to decline from its peak 

in 2010 due to our ageing population, but structural forces appear to be working in the opposite 

direction at present, including increased labour force participation of women and older workers. 

Chart 3: Participation rate (trend) 
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Across the states, employment growth over the previous 12 months has been strongest in 

Queensland (4.7%), followed by NSW (3.6%) and Victoria (2.9%). Employment growth in the 

eastern states was stronger at the start of 2017 and appears to be slowing, while employment 

growth in South Australia and Tasmania accelerated in January 2018 (see table 2 and chart 4). 

The unemployment rate remains lowest in the territories (as it is in most months) and in NSW. 

Unemployment rates are highest in the mining states of Queensland and Western Australia and 

in South Australia, with all three at 6.0% in January.  

Tasmania and South Australia have the highest underemployment rates at present (people who 

work part-time but want to work more hours) which could reflect the composition of the workforce 

in those states and their relatively higher rates of part-time work. In addition, healthcare and retail 

trade make up a relatively larger share of employment in those states and these sectors tend to 

have higher rates of part-time employment. 

Table 2: Employment, unemployment and participation by state, Jan 2018 

 Employment growth 
Part time 
workers 

Unemploy-
ment 

Under-
employment Participation 

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

NSW 7.6  136.9  3.6  30.2  4.8  8.7  64.4  

VIC 4.4  90.2  2.9  32.8  5.7  9.2  66.1  

Qld 3.7  110.4  4.7  31.3  6.0  9.5  66.1  

SA 1.0  12.0  1.5  35.0  6.0  10.0  62.3  

WA  1.5  35.7  2.7  32.9  6.0  9.0  68.4  

Tas 0.2  6.5  2.7  38.2  5.7  10.6  60.9  

NT 0.3  -4.3  -3.1  21.5  4.6  5.2  76.2  

ACT 0.8  10.6  4.8  27.0  4.0  6.1  72.9  

Australia  23.0  394.9  3.3  31.7  5.5  9.1  65.6  

Source: ABS, Labour force Australia January 2018. 
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Chart 4: Monthly employment growth by state, Jan 2017 to Jan 2018 

 

Source: ABS, Labour force Australia January 2018 

Jobs growth likely to continue as jobs ads rise 

Looking ahead, monthly jobs growth was slower in January than in recent months, suggesting 

that ‘peak jobs growth’ might have already passed in this cycle. Rising job advertisements 

however suggest this might only be a lull, rather than an outright downturn. The outlook for job 

seekers appears healthy according to Seek new jobs ads data, with the number of new job ads 

posted online up 14.7% p.a. in January. Demand is particularly strong at present for job seekers 

with STEM skills (science, technology, engineering and mathematics). In the quarter to January 

2018, job ads growth was fastest (on a yearly basis) for ‘mining, resources & energy’, followed by 

‘trade & services’, ‘engineering’ and ‘science and technology’ jobs (see chart 5). Skills shortages 

in the STEM area has been identified by Australian CEOs as one of their top business risk areas. 

Another area of growth was evident in Government and Defence which increased 21% y/y. 

Job ads were strong across all states, increasing 27.0% p.a. in the Northern Territory followed by 

Tasmania (26.4% p.a.), and South Australia (22.8% p.a.). The lowest, albeit strong job ads growth 

was in ACT (+10.6% p.a.) and NSW (10.7% p.a.). 
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Chart 5: SEEK new jobs ads posted online, November 2017 to January 2018 

quarter compared to 12 months ago 

 

Source: SEEK, Employment data report January 2018. 
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This week’s data and events, 12 February – 16 February 2018 

Day Date Data / event Data period Current release 

Tue  13 Feb ABS lending finance Dec (M) housing finance -1.0% m/m 

 13 Feb NAB business confidence Jan (M) 
confidence: +12 points 
conditions: +19 points 

Wed 14 Feb Westpac-MI consumer confidence Feb (M) 102.7 points 

  Seek job ads Jan (M) new job ads +14.7% p.a. 

Thu 15 Feb ABS labour force Jan (M) 
emp growth: 3.3% (trend) 
unemp rate: 5.5% (trend) 

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

 
Next week’s data and events, 19 February – 23 February 2018 

Day Date Data/event 
Data period  
due for release 

Previous release 

Mon 19 Feb ABS overseas arrivals and departures Dec (M) 
Nov: arrivals +0.4% m/m 
Departures +0.4% m/m 

  ABS household use of technology 2016-17 (A) 
2015-16: 86% of households with 
internet access 

Tue 20 Feb RBA minutes and cash rate decision Feb (M) - 

  ABS counts of Australian businesses 2016-17 (A) 
2015-16: 2.2 million businesses 
actively trading in Australia 

Wed 21 Feb ABS wage price index Dec (Q) Sep (Q): 0.5% q/q, 1.9% p.a. 

  ABS construction work done Dec (Q) Sep (Q): +15.7% q/q, +30.1% p.a. 

Thu 22 Feb ABS average weekly earnings Nov (H) May (H): 1.8% p.a. (trend) 

Fri 23 Feb ABS energy account 2015-16 (A) 2014-15: energy supply +5.0% 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 2018) 
2016-17 
actual 

Dec ’17 
actual 

Jun ‘18 
f 

Dec ‘18 
f 

Jun ’19 
f 

Jun ’20 
f 

GDP, % change p.a., year end 1.8 2.5f 2.75 3.25 3.5 3.0 

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

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

Treasury MYEFO (Dec 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 2.5 3.0 3.0 3.0 

  Household consumption, % p.a., year average 2.9 2.4 2.25 2.75   

  Dwelling investment, % p.a., year average 10.6 2.6 -1.5 -1.5   

  Business investment, % p.a., year average -10.3 -4.0 2.0 3.0   

Employment growth, % p.a., year end 1.9 1.9 1.75 1.5 1.25 1.25 

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

Terms of trade, % change p.a., year end -10.2 14.5 -2.0 -5.0   

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 2.25 2.75 3.25 3.5 

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

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

RBA official cash rate, % Feb (M) 1.50       - AUD/USD exchange rate US$0.7942      ▲  

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

US$61.34        ▲ 

Headline CPI, % change p.a. Dec (Q) 1.9%     ▲ Gold price (USD/OZ) US$1,352.99   ▲ 

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

US$6,961.0     ▼ 

 

Australian Industry Group monthly performance of industry indexes 
Australian PMI®   Jan (M)                                                                               58.2 ▲ 

Australian PSI®   Jan (M)                                                                               54.9 ▲ 

Australian PCI®   Jan (M)                                                                               54.3 ▲ 
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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