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2012 context: GDP growth is around its long-run 

average, but the industry base is rather narrow

Growth in real GDP and major industry sectors, to Dec 2012, % p.a.

Source: ABS National Accounts



2012 context: Our largest industries are re-shaping 

our economy. 3 are expanding well, 1 is struggling

Real value added output, industry size and growth rates, Dec 2012

Source: ABS National Accounts



2013 context: the RBA (and everyone else) expect a 

slower economy in 2013, picking up again in 2014

RBA forecasts for Australian GDP and CPI and assumption for AUD

2011-12 2012 2013 (f) 2014 (f)

All GDP (%p.a.)
3.7

3.5 (RBA est.)
3.1 (ABS actual)

2 - 3 2.5 – 3.5

CPI headline (%p.a.) 1.2 2.2 2 - 3 2 - 3

AUD/USD (average) * 1.03 1.04 1.03 1.03

* AUD assumption for forecasting purposes.
Source: RBA, Statement of Monetary Policy,  Feb 2013



2013 surveys so far: outside mining-related activity, 

conditions are still fragile, with areas of contraction
Ai Group performance indexes: manufacturing, services, construction

Source: Ai Group Australian PMI, PSI and PCI, April 2013.



2013 surveys so far: business and consumer 

confidence remains low. Ongoing reluctance to take 

on new debt, investment or employees

NAB business survey: business conditions and borrowing conditions

Sources: NAB Monthly Business Survey, April 2013. 



CEOs expected 2013 to be a tougher year than 2012, 

especially in manufacturing & construction

Our latest CEO Survey: CEO’s business expectations for 2013



In 2013, CEOs expect to face some familiar hurdles: 
1. weakening local demand from consumers and businesses.

2. strengthening competition from imports, and a relatively 

high (and volatile) AUD trading range.

3. rising business input costs, especially for energy and for  

skilled labour.

Our latest CEO Survey: Manufacturing CEO’s concerns for 2013



Issue 1: Slowing domestic demand. e.g., commercial 

& residential construction cycles both at a low point

National construction activity (public and private sector), share of GDP 

Sources: ABS and ANZ Economics



Issue 1: Slowing domestic demand. e.g., consumers 

are still spending, but more is on services or offshore

Short-term visitor arrivals and Australian resident departures (trend)

Sources: ABS



Issue 2: higher AUD and weaker global economy 

are impeding export growth in goods & services

Source: ABS and RBA

Manufactured goods and services, export volumes, versus AUD/USD



Reaction to high AUD and weak global conditions: 

steady export performance for most, but a large 

minority still hope to grow their exports in 2013

CEO survey 2013 Mining 
services

Manufac Services Construction

2012: export earnings as 
share of total turnover, %

34.9 27.4 2.1 0

Export growth in 2012? % of respondents

- up 14 12 9 -

- same 62 70 79 -

- down 24 18 12 -

Export growth in 2013? % of respondents

- up 27 18 19 -

- same 45 65 67 -

- down 23 17 14 -



Reaction to high AUD and lower cost imports: more 

imported inputs in order to lower business costs

CEO survey 2013 Mining 
services

Manufac Services Construction

2012: imported inputs as a 
share of all inputs, %

23 24 45 16

Imports growth in 2012? % of respondents

- up 27 24 17 26

- same 64 63 74 74

- down 9 13 9 0

Imports growth in 2013? % of respondents

- up 36 32 19 35

- same 45 56 69 65

- down 14 12 12 0



Issue 3: rising business input costs, including energy 

and labour costs, that are hard to pass on

Sources: ABS, PPI and WPI.



Issue 3: labour productivity has improved, but real 

wage rises are still pushing up real unit labour costs

Source: ABS, National Accounts

Real unit labour costs index, non-farm economy



Reaction: CEOs focus on shoring up sales, seeking 

new domestic customers and containing costs

Our latest CEO Survey: Manufacturing CEO’s growth strategies for 2013



Outcome: profit squeeze across the economy but 

especially in manufacturing. Threat to future 

investment, innovation and employment

Source: ABS, Business Indicators

Nominal profits and profit margins, manufacturing



Outcome: investment is contracting outside mining; 

productivity will be harder to improve without it 

Source: ABS, CAPEX , March 2013 and ANZ Economics.

Actual and expected private sector capital investment



Outcome: jobs growth remains weak at 1% p.a., 

unemployment is rising, participation is falling 

Source: ABS, Labour Force Australia

Employment, labour force and unemployment (trend)



Outcome: industry, employment & demographic 

trends combined are causing men to ‘drop out’

Source: ABS, Labour Force Australia

Labour force participation rates, male and female (trend)



Outlook implications: economic policy needs to focus 

on the traditional 3 P’s of national income growth

Population
• skilled migration policy

Participation
• ageing population implications
• skills, training and re-training
• Worker incentives, flexibility, mobility and adaptability

Productivity
• National and local infrastructure, regulation, co-operation
• Industry investment, innovation and engagement
• Business incentives, flexibility, mobility and adaptability

“Productivity isn’t everything, but in the long run it is almost everything. 
A country’s ability to improve its standard of living over time depends almost 
entirely upon its ability to raise its output per worker” 
Professor Paul Krugman, 1997.


