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15 September 2017 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

August looks to have been a very good month for the Australian economy, but concerns about 

the outlook appear to be growing, among both businesses and consumers. The ABS estimated 

another strong month of jobs growth in August with 27,100 jobs added (+0.2% m/m and 2.6% 

p.a., trend1). Labour force growth almost exactly matched this pace in August (+0.2% m/m and 

2.5% p.a., trend), keeping the unemployment rate stable at 5.6%. More work is becoming full-

time again, so the proportion of the workforce in part-time jobs (35 hours per week or less) slid to 

31.5%. Even so, the underemployment rate stayed at its record high of 8.7% of the national labour 

force, signalling very elevated levels of ‘spare’ capacity among people already in work. 

Business conditions (for most but not all sectors) surged higher in August, but confidence appears 

to be ebbing away, among both businesses and consumers. In the NAB monthly business survey, 

business confidence was dented by disappointing profitability, government policy and energy 

costs in August. Consumer confidence is being dented by slow wages and incomes, coupled with 

rising costs for housing, energy and other essentials. Local retailers appear to be bearing the 

brunt of these concerns, with discretionary spending remaining relatively weak and selective. 

Labour market improving in August, but under-employment remains high 

The latest ABS labour force estimates show the national unemployment rate was stable at 5.6% 

in August (seasonally adjusted and trend). So, after gently rising to 5.8% in the first quarter of this 

year, the national unemployment rate has dropped slightly lower than it was one year ago (5.7% 

in August 2016) (see table 1 and chart 2). 

The unemployment rate has come down in 2017, even though the number of new entrants (and 

returnees) to the labour market has increased (+25,000 people or +2.5% p.a. in August). This is 

partly a result of ongoing population growth and partly due to an improvement in the participation 

rate, which recovered to 65.2% of the adult civilian population in August (see table 1). 

In short, more than enough jobs have been created to absorb these new entrants in 2017 to date. 

Total jobs growth accelerated to 2.6% p.a. in August (up from 2.4% p.a. in July) and the annual 

rate of growth is at its strongest since December 2015. In number terms, national employment 

                                                 
1 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. 

Further detail on recent jobs growth will be released by the ABS next week, including jobs growth by industry, 

occupation and location over the three months to August 2017. 
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grew by 27,100 in August and 307,300 over the year (trend). Employment has now grown by at 

least 25,000 per month in every month of 2017 to date, although the monthly number might have 

already peaked, with monthly jobs growth weakening in every month since May (from 39,000 in 

May to 27,000 in Aug). The employment to population ratio improved to 61.5% of the adult 

population in August, the highest proportion since April 2013. 

Employment growth continued to swing back to full-time jobs in August (defined by the ABS as 

more than 35 hours per week). Full-time employment growth accelerated to 3.1% p.a. in August 

(up from 2.8% p.a. in June and the strongest annual growth since March 2011). In number terms, 

21,500 full-time jobs were added in August, down from the recent peak of 38,100 in May (see 

table 1 and chart 1). So, although full-time employment growth is relatively strong, it has been 

slowing each month since May, raising the prospect that this current strength may not last. 

This recent surge in full-time work has reduced the proportion of workers in part-time jobs to 

31.5%, down from a record high of 32.0% in 2016. This proportion might rise again in coming 

months however, because the number of part-time jobs being added each month has been 

increasing since May, with the monthly growth rate accelerating in each of the past three months. 

Annual growth in part-time work is relatively slow at 1.4% p.a. in August (slowest since 2012). 

Although unemployment has been falling in 2017, under-employment (that is, the proportion of 

the labour force who are working but are willing and able to work more hours) remains at a record 

high of 8.7% in August (trend). The under-employed now number over one million people and are 

more numerous than the unemployed (around 723,000) (see chart 2).  

With 3.8 million people working part-time, this number suggests that around 28% of part-time 

workers are currently under-utilised and that a significant amount of ‘spare’ labour capacity still 

exists. This type of spare capacity is less obvious (and arguably less damaging to the community 

and to individuals) than outright unemployment, but at these very significant levels it is no doubt 

contributing to the ongoing weakness in wage outcomes, despite stronger jobs growth in 2017. 

Table 1: Key labour force numbers, August 2017 (trend) 
trend Number, mn ‘000 change m/m % change m/m % change p.a. 

Employment 12.2 27.1 0.2 2.6 
Full-time 8.39 21.5 0.3 3.1 
Part-time 3.8 5.6 0.1 1.4 

Aggregate hours worked 1,708.5 3,943 0.2 2.7 
Labour force 12.9 25.0 0.2 2.5 
Adult civilian population 19.9 25.3  0.1  1.7  

 Number, mn % of labour force ppt change, m/m ppt change, p.a. 
Unemployment 0.7 5.6  - -0.1 
Underemployment 1.1 8.7  - +0.2 
Underutilization  14.2  - 0.0 

  % of adult population ppt change, m/m ppt change, p.a. 

Participation rate   65.2 +0.1 +0.6 

Employment to pop. ratio  61.5 - +0.5 

 Source: ABS 
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Chart 1: full-time and part-time employment growth per month, to Aug 2017 

 
Source: ABS 

 

Chart 2: Unemployment, underemployment and underutilisation rates,  
to Aug 2017 (quarterly, trend) 

 

Source: ABS 

  



 

 

4 

Across the states, Queensland added the most jobs in August (+10,600), followed by NSW 

(+8,000). Over the past year, employment growth has been strongest in Tasmania (+4.0% p.a.), 

followed by Queensland (+3.7% p.a.) and Victoria (+3.2% p.a.) (table 2). The monthly trend 

numbers suggest jobs growth might have already peaked in most states, with only South Australia 

still trending higher in July and August (chart 3). The Northern Territory is continuing to lose jobs 

in 2017 (-2,300 since August 2016), likely due to the completion of some large construction sites. 

Unemployment and underemployment are now lowest in NSW and the Territories and highest in 

Tasmania, despite its better jobs growth. Tasmania and South Australia have the highest rates of 

part-time work, reflecting their relatively higher shares of employment in health-related services. 

Table 2: Employment, unemployment and participation by state, August 2017 

 Employment growth 
Part time 
workers 

Unemploy-
ment rate 

Underemploy-
ment rate 

Participation 
rate 

 '000 m/m '000 y/y % p.a. % % % % 

NSW 8.0  62.8  1.6  29.8  4.9  7.7  63.7  

VIC 4.6  96.8  3.2  32.5  6.1  8.6  66.2  

Qld 10.6  87.2  3.7  31.9  6.0  9.1  65.5  

SA 2.0  14.8  1.8  35.3  6.1  9.9  62.3  

WA  2.9  34.3  2.6  31.5  5.5  10.1  68.0  

Tas 0.6  9.6  4.0  37.3  6.1  10.9  61.3  

NT -1.3  -2.3  -1.7  21.5  3.6  4.6  73.3  

ACT 0.3  2.1  1.0  27.2  4.7  6.3  70.8  

Aust  27.1  307.3  2.6  31.5  5.6  8.7  65.2  

Source: ABS 

 

Chart 3: employment growth per month by state, Jan to Aug 2017 

 

Source: ABS 
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A secondary indicator of the state of Australia’s local labour market (and of business conditions 

more generally) is the number of non-resident visitors arriving in Australia for work-related 

purposes. The ABS estimates that the number of non-resident visitors arriving for short-term 

employment purposes (for stays in Australia of 12 months or less) declined to 16,500 in July, and 

to 293,400 over the year to July. This was the lowest monthly number of short-term arrivals for 

employment purposes since 2014. It suggests cooling demand for foreign workers and/or fewer 

non-resident people seeking to work in Australia. In contrast, short-term arrivals for conferences, 

business and especially education purposes continued to rise over the year to July (see chart 4). 

Chart 4: short-term visitor arrivals for education and work-related purposes 

 

Source: ABS. 

Business conditions looking up in August, but business confidence dented 

by energy costs 

Business conditions remained broadly positive in August according to the NAB monthly business 

survey, with the business conditions index rising by 1 point to +15 index points. This was the 

highest level for this series since early 2008 and is significantly higher than the long run average. 

This result confirmed the improvement seen in the Australian Industry Group’s Performance of 

Manufacturing Index (Australian PMI®), Performance of Services Index (Australian PSI®) and 

Performance of Construction Index (Australian PCI®) in August (see Chart 5).* As was the case 

in Ai Group’s Australian PSI® in August, retail trade was the worst performing industry in the NAB 

business survey, with net negative conditions evident in August. 

In contrast, business confidence in the NAB business survey took a hit in August, dropping by 7 

points to 5 points and slightly below its long-run average. For businesses reporting a reduction in 

confidence in the NAB survey in August, the “factors having the biggest impact on their confidence. 
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[were] demand, margins, government policy and costs (energy and wages)” (see charts 6 and 7). 

These factors – and especially energy costs – have been similarly highlighted by Ai Group survey 

respondents through 2017, as rising energy costs have affected more sectors and businesses. 

Chart 5: Ai Group composite index of business conditions* and  
NAB survey of business conditions 

 

* weighted composite of the Ai Group PMI®, PSI® and PCI®. Source: Ai Group and NAB. 

Charts 6 and 7: Issues affecting business confidence, August 2017 

 

Source: NAB. 
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Consumers still feeling pessimistic in September 

The Westpac MI Index of Consumer Sentiment rose by 2.5% to 97.9 points in September from 

95.5 in August. This marked the tenth consecutive month that the index has been below the 100 

points level that divides pessimists from optimists and was the longest run of results below 100 

points since 2008. In seeking an explanation for this ongoing pessimism in 2017, Westpac Chief 

Economist Bill Evans noted that “pressures on family finances, concerns around interest rates, 

deteriorating housing affordability and rising energy prices have all weighed on confidence in 

2017. These factors are more than offsetting the boost from an improved outlook for jobs 

particularly when a stronger labour market has not been associated with increased wages growth.” 

The ANZ-Roy Morgan Australian Consumer Confidence index (which is undertaken weekly rather 

than monthly) is showing a similar fall in household confidence in September, from already weak 

levels (see chart 8). In the week ending 9 September, this index fell by 3.8% and reversed the 

improvements seen in the previous two weeks. Householders’ views about current and future 

economic conditions dipped by 8.1% and 7.2% respectively to their lowest levels since May. ANZ 

economists attributed this pessimism to “concerns around persistently low wage growth in an 

environment where house price growth is expected to moderate and household debt remains 

high. … while wages and overall household income growth remained very weak.” 

Chart 8: ANZ-Roy Morgan consumer confidence (weekly to 9 Sep 2017) 

 

Source: ANZ-Roy Morgan. 
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This week’s data and events, 11 September – 15 September 2017 

Day Date Data/event Data period  Result 

Mon  11 Sep ABS lending finance Jul (M) Jul: house finance: +0.7% m/m 

Tue 12 Sep NAB monthly business survey Aug (M) 
Aug:  conditions: +15 points 
        confidence: +5 points 

  ABS arrivals and departures Jul (M) 
Jul: short term visitor arrivals: 
+0.6% m/m + 7.1% p.a. (trend) 

Wed 13 Sep Westpac-MI consumer confidence index Sep (M) Sep: 97.9 points 

  ABS household income and wealth 2015-16 (A) - 

Thurs 14 Sep ABS labour force Australia Aug (M) 
Aug:  emp. growth +2.6% p.a.  
Unemp. rate 5.6% (trend) 

Fri 15 Sep ABS R&D spending by business 2015-16 (A) -12.0% p.a. 

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

 

 

Next week’s data and events, 18 September – 22 September 2017 

Day Date Data/event 
Data period 
due for release 

Previous release 

Mon  18 Sep ABS Sales of new motor vehicles Aug (M) 
Jul:  +0.7% m/m,  
 +3.3% p.a. (trend) 

Tue 19 Sep ABS residential property prices June (Q) Mar:  +2.2% q/q, +10.2% p.a. 

  ABS Gender indicators 2017 (A) - 

  RBA minutes of board meeting Sep (M) - 

Thurs 21 Sep ABS labour force detailed quarterly Aug (Q) - 

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 (Aug 2017) 
2015-16 
actual 

2016-17 
actual 

2017-18  
f 

2018-19 
 f 

2019-20 
p  

2020-21 
p 

GDP, % change p.a., year end 3.1 1.8 2.5-3.5 3.0-4.0   

Unemployment rate, %, year end 5.8 5.6 5.0-6.0 5.0-6.0   

Inflation (CPI), % change p.a., year end 1.0 1.9 1.75-2.75 2.0-3.0   

Treasury 2017-18 Budget (May 2017)       

GDP, % change p.a., year average 2.6 1.8 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, % Aug (M) 1.50      - AUD/USD exchange rate US$0.7993      ▼ 

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

US$49.65        ▲ 

Headline CPI, % change p.a. Jun (Q) 1.9%    ▼ Gold price (USD/OZ) US$1,330.50   ▼ 

Unemployment rate, % trend Aug (M) 5.6%     - 
Copper price  
(USD/tonne, LME spot) 

US$6,418.00   ▼ 

 

Australian Industry Group monthly performance of industry indexes 
Australian PMI®   Aug (M)                                                                             59.8 ▲ 

Australian PSI®   Aug (M)                                                                             53.0 ▲ 

Australian PCI®   Aug (M)                                                                             55.3 ▼ 
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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