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6 April 2018 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week the Reserve Bank of Australia (RBA) left the cash rate on hold at a record low of 1.50%. 

The accompanying statement was positive about the outlook, with non-mining business 

investment, strong business conditions and public infrastructure investment supporting the 

economy. Ai Group’s monthly business surveys continue to confirm this view, indicating 

favourable conditions in March. The Australian Performance of Manufacturing Index (Australian 

PMI®) reached a record high of 63.1 points, while the Australian Performance of Services Index 

(Australian PSI®) rose to 56.9 points, its highest level since December 2016. ABS data indicate 

that retail sales improved modestly for most retail segments in February and that imports of 

consumer goods grew, suggesting that consumer spending is beginning to lift again. 

Detailed labour market data released by the ABS this week indicate that job gains continue to be 

concentrated in the large healthcare and construction sectors. Over the year to February 2018, 

these two sectors alone accounted for 57% of all new jobs (trend). Other sectors experienced 

modest jobs growth or declines. In contrast to 2015 and 2016, employment growth over the year 

to February 2018 was greater in the private sector (+ 417,000) than in the public sector (+ 5,000). 

Australian PMI® reaches a record high, PSI® at a recent high in March 

The Australian PMI® jumped by 5.6 points to a record high of 63.1 points in March, indicating a 

faster rate of expansion in March compared to February (seasonally adjusted). Results above 50 

points indicate expansion with higher results indicating a stronger expansion. Seven of the eight 

manufacturing sub-sectors expanded in March, with the ‘textiles, clothing, furniture and other’ 

sub-sector stable (trend). Three sub-sectors reached record highs: petroleum, coal & chemicals; 

metal products; and machinery & equipment. The employment recovery continued and 

manufacturers reported new orders coming in at a healthy pace, reflecting more demand from 

mining, infrastructure and building customers. Production and sales volumes look strong, but 

continuing input price pressures (most notably for energy), wage pressures, and increasing 

reports of skill shortages are combining to constrain margins and the capacity for expansion. 

The Australian PMI® indicates that Queensland manufacturing is performing particularly well in 

2018 (Chart 1), with the PMI for Queensland reaching 73.8 points in March and a record high of 

74.6 points in January 2018 (seasonally adjusted). Manufacturers in Queensland are reporting 

increased demand for equipment, machinery and other inputs from a broad range of local and 

national customers including from the construction, mining, agriculture and renewable sectors. 

https://www.aigroup.com.au/policy-and-research/economics/economicindicators/
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Chart 1: Australian PMI® and Queensland PMI®, trend 

 

Source: Ai Group, Mar 2018 

The Australian PSI® lifted 2.9 points to 56.9 points in March, its highest monthly result since 

December 2016 (seasonally adjusted). The Australian PSI® indicated expansion across seven 

of the nine sub-sectors in March (trend). The more business-oriented sub-sectors reported 

stronger demand from customers in construction and manufacturing. The two largest consumer-

oriented and more discretionary sub-sectors remained slow (Chart 2). Hospitality was relatively 

stable while retail trade contracted again in March (trend).  

Chart 2: Australian PSI sub-sectors, trend 

 

Source: Ai Group, Mar 2018 
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Healthcare and construction drive employment growth 

The latest ABS labour force estimates show employment growth over the year to February 2018 

was (again) concentrated in the healthcare and construction industries, with new jobs in these 

two industries alone accounting for 57% of the total. Steadily increasing demand for health-related 

services (due to our ageing population, income growth and technological advances) helped 

increase health employment by 127,600 p.a. over the year to February 2018. Healthcare now 

employs 1.7 million people, or 13.6% of the workforce. It is the most ‘feminised’ of all industries; 

79% of the healthcare workforce are female and 44.9% work part-time (see Chart 5 and Table 1). 

Within the construction sector, elevated building activity is driving up building construction 

employment (+8.1% p.a.), while the rise in infrastructure spending along the east coast has driven 

up heavy & civil engineering employment (+38.6% p.a.). Construction now employs 1.2 million 

people or 9.6% of the workforce. It has very high rates of full-time work (85%) and is the largest 

employer of full-time workers. Around 12% of construction industry workers are female (Table 1). 

Construction employment has risen particularly rapidly in NSW and Victoria over the past year 

(Chart 3). The reasons for this are clear with ABS data released last week confirming that 

significant volumes of public infrastructure work are being contracted out to the private sector; 

engineering work done by the private sector for the public sector rose by 16.3% p.a. to $6.1bn in 

Q4 of 2017 (real inflation-adjusted volumes) and accounted for 69% of all engineering work being 

done for the public sector (Chart 4). 

Chart 3: Construction employment by state, to Feb 2018, trend 

 

Note: Data is unadjusted. Right hand axis is a different scale to left hand axis. 
Source: ABS, Labour force Australia, detailed quarterly, Feb 2018 
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Chart 4: Engineering work done for the public sector, to Q4 2017, 
 seasonally adjusted 

 

Source: ABS, Engineering Construction Activity, Dec 2017 

In other industries, there were modest employment gains in consumer service industries including 

education, hospitality and personal services. Employment growth in business services was 

weaker, with employment falling in finance, administrative services, IT and telecommunications 

(Chart 5 and Table 1).  

These recent employment figures appear somewhat counterintuitive to the sales and output 

growth trends that were evident across these industries in the December quarter (Q4). For 

example, the finance and insurance industry’s real value-added output increased by 4.1% p.a. in 

Q4 of 2017, but its employment fell over the year to February 2018. This might reflect the usual 

time lags between production and employment (with employers typically utilising any current in-

house spare capacity to meet growing demand before they hire new staff) and/or it might reflect 

changes in the composition of growth and labour requirements within these industries. 

Interestingly, retail trade added 68,100 jobs over the year to February 2018 despite the ABS retail 

trade survey indicating weak nominal sales over the holiday period. However, the detailed data 

shows that retail employment growth was limited to supermarkets & grocery stores and 

pharmaceutical and other store based retailing. 

Manufacturing lost 21,800 jobs over the year to February 2018, with sizeable losses occurring in 

the first six months followed small jobs recoveries in the three months to November 2017 (+3,500) 

and three months to February 2018 (+2,500). Over the year to February 2018, some large sectors 

expanded (food +23,000) or recovered (building materials and other non-metallic mineral 

products +9,300) but others continued to shed labour (-11,000 in printing and -12,700 in primary 

metals). 2017 saw the final cessation of passenger car assembly in Australia (-2,000 jobs), but 

machinery and equipment other than transport equipment grew its workforce by 14,200. 
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Chart 5: Employment growth by industry, Feb 2017 and Feb 2018 (trend) 

 

Source: ABS, Labour force Australia, detailed quarterly, Feb 2018 

Rather unusually, almost all of the jobs growth in the year to February 2018 was in the private 

sector rather than the public sector (see Chart 6). As a result, the proportion of the total workforce 

employed by the public sector fell to 12.9%, after rising steadily in the first half of 2017. This recent 

decline in the public sector’s share of the workforce is due to strong private-sector jobs growth 

rather than public sector job cuts. Private sector jobs grew by 4.0% p.a. while public sector jobs 

grew by just 0.3% p.a. In contrast, in the year to February 2017, the public sector drove all of the 

year’s jobs growth; it increased by 114,000 jobs p.a. while the private sector lost 43,000 jobs p.a. 

in that year. 

Chart 6: Employment growth, public and private sector 
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Table 1: Key labour force numbers, by industry, Feb 2018 

 Employment Employment 
Average 

hours Part-time 
Under-

employment  
Female 
workers 

Public 
sector 

 Level (trend) 
change p.a. 

(trend) 
per worker 
(original) 

workers 
(original) 

ratio 
(original) (original) 

workers 
(original) 

Trend and 
original data 

 '000 
people 

% of 
total  '000 % 

hours per 
week 

% of 
industry % of industry 

% of 
industry 

% of 
industry 

Agriculture 
          

325.8  2.6 27.0  9.0  39.3 30.8 4.1 32.7 0.3 

Mining 
          

226.5  1.8 3.7  1.6  43.0 4.8 0.7 16.0 0.0 

Manufacturing 
          

894.1  7.2 -21.8  -2.4  37.5 15.8 5.2 28.8 0.0 

Utilities 
          

148.7  1.2 14.3  10.6  38.0 9.0 2.2 18.9 9.1 

Construction 
       

1,198.1  9.6 99.1  9.0  38.6 15.0 6.4 12.6 0.7 

W’sale Trade 
          

370.0  3.0 6.8  1.9  38.1 16.5 4.2 32.2 0.3 

Retail Trade 
       

1,311.0  10.5 68.1  5.5  28.9 49.2 16.3 54.7 0.1 

Hospitality. 
          

881.5  7.1 13.6  1.6  26.1 58.6 21.1 57.1 0.5 

Transport & 
Warehousing 

          
653.9  5.2 36.0  5.8  37.3 18.8 5.7 21.2 9.0 

IT & Telecomms 
          

214.1  1.7 -4.7  -2.2  35.6 19.8 7.4 38.6 5.8 

Finance & Ins. 
          

423.6  3.4 -14.2  -3.2  35.4 15.6 2.9 47.0 1.1 

Real Estate 
          

220.5  1.8 6.9  3.2  34.5 26.0 5.8 52.7 1.7 

Professions 
       

1,025.2  8.2 12.7  1.3  35.6 22.5 5.4 44.2 2.6 

Admin. services 
          

406.6  3.3 -10.8  -2.6  30.2 43.2 12.1 52.0 1.9 

Public Admin. 
          

707.0  5.7 -81.2  
-

10.3  34.4 16.7 3.3 46.5 77.3 

Education 
       

1,038.6  8.3 55.5  5.6  32.4 36.8 9.4 70.6 49.6 

Health 
       

1,698.0  13.6 127.6  8.1  29.7 44.9 9.3 79.0 23.1 

Arts & Rec. 
          

253.7  2.0 38.0  17.6  28.9 46.5 15.9 47.7 9.2 

Personal 
Services 

          
509.5  4.1 23.2  4.8  34.4 31.5 8.6 44.9 1.8 

All Industries 
     

12,494.1  100.0 399.5  3.3  33.5 31.2 8.8 46.8 12.9 

Source: ABS, Labour force Australia, detailed quarterly, Feb 2018 

Nominal retail sales recover in February 

The ABS estimates that nominal retail sales rose by 0.6% m/m and 3.0% p.a. in February and 

appear to be improving, after lacklustre results over the summer holiday period. Recovery was 

evident in most sectors, including department stores (+1.5% m/m), household goods (+1.1% m/m) 

and clothing & soft goods (+1.1%). Other specialty retailing sales were up just 0.2% m/m while 

newspaper and book retailers’ sales fell by 5.7% m/m. Across the states, retail sales were up by 

1.1% m/m in each of NSW and Victoria, but sales fell in Queensland (-0.3% m/m) and WA 

(-0.6% m/m). 

Online sales are taking an increasingly larger share of retail sales. Total online sales are up by 

43.9% p.a. and accounted for 5.1% of total retail trade in February, up from 3.6% one year earlier. 
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This relatively low online share is partly because food retailers - including supermarkets, markets 

and grocery stores - account for 40.4% of all nominal retail sales, with a further 14% of sales (and 

growing) going to restaurants, cafes and take-away outlets, which are also included in these ABS 

sales data (see Chart 7). Food retailers have, to date, been less disrupted by online competitors 

than other types of retailers. NAB estimates of online sales in the retail sector are higher than the 

ABS, estimating that Australian consumers spent around $25bn over the 12 months to February 

2018, equivalent to 8% of spending at traditional bricks & mortar retailers, as measured by the 

ABS. 

Chart 7: Share of retail trade sales by segment, seasonally adjusted 

 

Source: ABS, Retail Trade Australia, Feb 2018 

International trade surplus narrows in February, as consumer imports rise 

Australia’s monthly trade balance worsened slightly in February, with the value of exports rising 

by just $2mn to $34.2bn but the value of imports rising by $130mn to $33.4bn. This saw Australia’s 

trade balance fall to a surplus of $825mn in the month (Chart 8). Over the year to February 2018, 

the value of all exports rose by 3.5% p.a. while the value of all imports rose by 11.9% p.a. 

On the exports side, the value of resources exports rose by 3.7% in February 2018 from one year 

earlier, while rural goods exports fell by 0.8% p.a. from relatively elevated levels. Exports of 

manufactured goods rose by 1.5% p.a. while the value of services exports rose by 4.7% p.a. 

On the imports side, the value of consumer goods imports rose by 17.1% in February 2018 

compared to one year earlier. This included an especially strong increase in cars and other non-

industrial transport equipment (+23.5% p.a.) and household electrical items (+20.4% p.a.). Capital 

goods, which are mainly used for business investment purposes, were more mixed, with imports 

of transport equipment up by 20% p.a. and other machinery and equipment up by 39% p.a. but 
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telecommunications equipment down by 5.8% p.a. The value of services imports (mainly for 

transport and travel services) rose by 9.5% p.a. 

Chart 8: Exports, imports and trade balance per month, to Feb 2018 
seasonally adjusted 

 

Source: ABS, International Trade in Goods and Services Australia, Feb 2018 
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This week’s data and events, 26 March – 6 April 2018 

Day Date Data/event 
Data period  
due for release 

Previous release 

Wed 28 Mar ABS Engineering Construction Activity Dec (Q) 
Value of work done 22.3bn, +9.9% 
p.a. 

 28 Mar 
ABS Household Use of Information 
Technology 

2016-17 
86% of households with internet 
access 

Thu 29 Mar ABS Labour Force Detailed Quarterly Feb (Q) -  

 29 Mar ABS Job Vacancies Feb (Q) +18.7% p.a. (trend)  

 29 Mar RBA Financial Aggregates Feb (M) Total credit: +0.4% m/m, +4.9% p.a. 

Tue 3 Apr Australian PMI® Mar (M) 63.1 points 

 3 Apr RBA cash rate decision Apr (M) 1.50% 

 3 Apr ABS Internet Activity Dec (H) 
Dec (H): 14.2 million internet 

subscribers 

 3 Apr ANZ Job Advertisements Mar (M) 0.0% m/m, +11.5% p.a. 

Wed 4 Apr ABS Retail Trade Feb (M) Turnover $26.4bn, +0.6% m/m 

 4 Apr ABS Building Approvals Feb (M) No. of approvals -3.1% p.a. 

Thu 5 Apr Australian PSI® Mar (M) 56.9 points 

  
ABS International Trade in Goods and 

Services 
Feb (M) Imports $33.4bn, exports $34.2bn 

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

Next week’s data and events, 9 April – 13 April 2018 

Day Date Data/event 
Data period  
due for release 

Previous release 

Mon 9 Apr Australian PCI® Mar (M) Feb (M): 56.0 points 

 9 Apr IMF World Economic Outlook Apr (H) 
Oct (H): Global growth forecast in 
2018 +3.7% 

Tues 10 Apr NAB Business Survey Mar (M) 
Feb (M): Confidence +9 points, 
Conditions +21 points 

 10 Apr IMF Global Financial Stability Apr (H) - 

Wed 11 Apr ABS Building Activity Dec (Q) 
Sep (Q): Value of work done 
+1.1% p.a. 

Thu 12 Apr ABS Housing Finance Feb (M) 
Jan (M): Number of dwelling 
commitments -1.1% 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, % Apr (M) 1.50       - AUD/USD exchange rate US$0.7670      ▼ 

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

US$63.09        ▼ 

Headline CPI, % change p.a. Dec (Q) 1.9%     ▲ Gold price (USD/OZ) US$1,330.61   ▼ 

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

US$6624.00    ▼ 

 

Australian Industry Group monthly performance of industry indexes 
Australian PMI®   Mar (M)                                                                               63.1 ▲ 

Australian PSI®   Mar (M)                                                                               56.9 ▲ 

Australian PCI®   Feb (M)                                                                               56.0 ▲ 
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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