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22 September 2017 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

The September quarter (Q3) of 2017 is shaping up to be a period of improvement across much 

but not all of the Australian economy. Last week’s employment estimates for August indicated 

stronger jobs growth (+2.6% p.a. trend) and a stable unemployment rate (5.6%, trend). Business 

activity (but not confidence) also improved to above-average conditions in July and August. More 

detailed labour market data released by the ABS this week indicate that in the three months to 

August 2017, job gains were concentrated in the large healthcare and education sectors, with 

some recovery also evident in retail trade and hospitality, despite poor sales indicators of late. 

Among the industrial sectors, construction, transport and ICT also increased their workforces in 

the three months to August, while mining and manufacturing shed labour. 

Looking ahead, jobs growth looks set to continue into the remainder of 2017, based on SEEK’s 

monthly index of new job ads listed online. This index rose by a further 2.0% m/m in August, to 

be up 13.2% p.a. Growing industries in August included ICT, healthcare and education, with a 

recovery in labour demand also evident in mining (finally moving off a cyclically low base). Growth 

occupations in August included childcare workers, tertiary teaching and mining exploration.  

OECD and RBA say global growth, trade and investment are improving 

On the global outlook, the OECD updated its half-yearly forecasts this week. The OECD expects 

global GDP to grow by 3.5% p.a. in 2017 and 3.7% p.a. in 2018. This represents a slight 

improvement from its last forecasts published in June and a decent increase on 3.0% global GDP 

growth recorded in 2016 (which was the weakest year since 2009). The OECD notes that trade, 

investment and employment are expanding modestly again after almost a decade of poor 

outcomes following the GFC from 2007. Less optimistically, the OECD highlights significant risks 

because “policy uncertainty remains high, trust in government has diminished, wage growth is 

still weak, inequality persists, and imbalances and vulnerabilities remain in financial markets”. 

These broadly positive sentiments regarding the global outlook were echoed in key speeches this 

week by the Reserve Bank of Australia’s Governor Lowe and Assistant Governor Ellis, both of 

whom pointed to improvements in global indicators of trade, industrial production and demand 

through 2016 and 2017. The global recovery began with stronger commodity prices and a pickup 

in ‘soft’ indicators such as business surveys (including Ai Group’s monthly Australian PMI®, PSI® 

and PCI®) in 2016. A long-overdue and very welcome global recovery in business investment is 

now gathering pace and is spreading across a greater range of regions and countries. 
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Jobs growth concentrated in big services and construction in August 2017 

The latest ABS labour force estimates show solid employment growth in some but not all services 

sectors in the three months to August, and over the year to August 2017 (chart 1 and table 1). 

Employment grew in the consumer-oriented sectors of education, healthcare, retail trade, arts 

and recreation, hospitality (food and accommodation services) and personal services. Jobs fell in 

the more business-oriented sectors of finance, professions, administration and real estate. 

Among the industrial and related sectors, the workforce expanded in construction, wholesale 

trade, transport, ICT but contracted in mining, manufacturing and utilities. 

These latest employment trends are somewhat counter to the sales and output growth trends that 

were evident across industries in the June quarter (Q2). This might reflect the time lag that is 

usually evident between production and employment (with employers typically utilising their 

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

a change in the composition of Australia’s growth in July and August, which is favouring a different 

set of industries. 

Chart 1: employment by industry, Aug 2016 and Aug 2017 (trend) 

 

ABS, Labour force Australia, detailed quarterly. 

 
In August 2017, the proportion of the workforce employed by the public sector rose to 14.2%, its 

highest since at least 2014 (the commencement of this data series). Public sector employment 

increased by 5.8% q/q and 10.6% p.a. in the three months to August, while private sector 

employment fell by 1.1% q/q to be up just 1.5% p.a.. In raw number terms, the public sector added 

166,300 new jobs in the year to August (51%) while the private sector added 158,600 (49%).This 
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apparent labour market dominance by the public sector largely reflects strong growth in just two 

key industries – healthcare and education – which have very high proportions of public sector 

employment, at 27% and 52% respectively. The smaller ‘public administration’ industry (including 

police, justice, safety and public service activities) shed labour in the year to August (Table 1). 

Under-employment has become a worsening issue for Australia’s labour market in 2017, with the 

national under-employment rate (the proportion of the labour force that is in work but available to 

work more hours) rising to 8.7% in August (trend) and the under-employment ratio (the proportion 

of the workforce) rising to 8.9%.  

The more detailed quarterly employment data indicate that under-employment is currently 

concentrated in the industries with relatively high rates of part-time work and lower average skill 

and pay levels, including hospitality (in which 21% of workers are under-employed) arts and 

recreation (18%) retail trade (16%) and administrative services (15%). Underemployment is high 

but less pronounced in the giant healthcare and education sectors, even though they too have 

relatively high proportions of part-time workers (see Table 1). 

Table 1: Key labour force numbers, by industry, August quarter 2017 

3 months to  Employment Employment 
Average 

hours Part-time 
Under-

employed  Female 
Public 
sector 

August 2017 Level (tr.) 
Annual 

change (tr.) 
per worker 

(orig.) 
workers 
(orig.) 

workers 
(ratio, orig.) 

workers 
(orig.) 

workers 
(orig.) 

Trend and 
original data 

 '000 
people 

% of 
total  '000 % 

hours per 
week 

% of 
industry % of industry 

% of 
industry 

% of 
industry 

Agriculture 323.0  2.6 14.1  4.6  38.1 25.9 5.2 29.5 0.4 

Mining 221.1  1.8 -5.4  -2.4  43.4 4.6 0.4 16.4 0.0 

Manufacturing 897.2  7.3 -11.2  -1.2  36.8 15.6 5.0 27.4 0.2 

Utilities 127.4  1.0 -4.5  -3.4  39.8 8.5 1.4 24.1 12.2 

Construction 1,154.5  9.4 83.3  7.8  38.3 14.7 5.4 11.3 0.6 

W’sale Trade 389.6  3.2 14.1  3.7  36.9 16.9 4.9 31.9 0.2 

Retail Trade 1,252.1  10.2 20.8  1.7  29.0 49.4 16.1 55.0 0.1 

Food & Accom. 896.3  7.3 46.5  5.5  26.4 59.8 20.8 55.7 0.5 

Transport, Post 635.0  5.2 21.8  3.6  38.1 20.1 7.1 21.5 9.0 

IT & Telecomms 213.6  1.7 12.0  5.9  34.9 20.8 5.7 43.5 10.3 

Finance & Ins. 424.6  3.5 -3.1  -0.7  36.0 18.3 2.5 52.2 0.9 

Real Estate 209.5  1.7 -5.8  -2.7  37.6 23.1 4.1 51.5 3.1 

Professions 1,013.4  8.3 -7.0  -0.7  35.7 22.6 5.8 43.6 2.6 

Admin. services 394.1  3.2 -38.0  -8.8  29.0 46.8 15.2 51.3 2.1 

Public Admin. 766.4  6.2 -24.2  -3.1  33.6 17.5 4.0 47.6 78.7 

Education 994.2  8.1 49.1  5.2  31.0 40.4 8.5 70.1 51.8 

Health 1,631.0  13.3 117.0  7.7  29.4 44.1 10.6 77.4 26.7 

Arts & Rec. 233.9  1.9 8.1  3.6  27.0 51.1 17.6 48.4 7.6 

Personal Servs 496.4  4.0 17.5  3.7  33.4 31.4 7.8 44.0 1.8 

All Industries 12,279.6  100.0 324.8  2.7  33.2 31.7 8.9 46.7 14.2 



 

 

4 

In manufacturing, the jobs recovery of 2016-17 appeared to run out of puff by August. Most 

recently, total employment peaked at 914,000 in November 2016 and has since slid to 897,000 

(trend), just above 2015’s slump to 975,000 employees (chart 2).  

Total hours worked in the industry has held up however, because within this overall decline, the 

number of full-time employees went up while the number of part-time employees went down. In 

practice, this probably means that some part-time manufacturing workers moved from part-time 

to full-time hours (the cut-off being 35 hours per week in these ABS data). As a result, the 

proportion of manufacturing workers doing part-time hours fell from a recent peak of 17.2% in 

November 2016 to around 15% in May and August 2017. 

Chart 2: employment and work hours in manufacturing, to Aug 2017 (trend) 

 
Source: ABS, Labour force Australia, detailed quarterly. 
 

An obvious source of job losses in manufacturing in 2017 would appear to be the automotive 

sector, which is in the process of removing all passenger car assembly operations from Australia. 

However, the more detailed data indicate that transport equipment manufacturing has shed only 

a few thousand jobs during 2016-17.  

Rather surprisingly, most of the changes in employment numbers in 2017 within manufacturing 

have (so far) happened in the giant food processing sector, which accounts for around 22% of all 

manufacturing employment and is subject to stronger seasonal (and weather-related) influences 

than other types of manufacturing. In raw number terms, employment in food manufacturing 

jumped to a record high of 211,400 people nationally in November 2016, before settling back to 

a more typical level of around 190,000 in February 2017 and again in August 2017. This 
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heightened variability in food-processing employment may be related to the bumper agricultural 

crops, harvests and livestock numbers –interrupted in Queensland and NSW by Cyclone Debbie 

in February 2017 – that occurred during this period.  

A handful of other sectors appear to have reduced employee numbers (but not necessarily their 

output volumes or their total hours actually worked) in 2017 to date, including in: pulp and paper; 

printing; basic chemicals; primary metals; polymers and rubbers; and machinery and equipment. 

Chart 3: Annual employment growth in manufacturing sectors, Aug 2017 

 

Source: ABS, Labour force Australia, detailed quarterly. 
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This week’s data and events, 18 September – 22 September 2017 

Day Date Data/event Data period  Result 

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) - 

Wed 20 Sep SEEK new job ads online Aug (M) +2.0% m/m, +13.2% p.a. 

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. 

 

 

Next week’s data and events, 25 September – 29 September 2017 

Day Date Data/event 
Data period 
due for release 

Previous release 

Wed 27 Sep ABS estimated resident population Mar (Q) Dec 2016: 24.4 mn; +1.6% p.a. 

  ABS engineering construction Jun (Q) 
Mar 2017: total value of work 
done +2.8% q/q; -12.5% p.a. 

Thurs 28 Sep ABS finance and wealth Jun (Q) - 

  ABS job vacancies Aug (Q) 
May 2017: +1.7% q/q;  
 +9.2% p.a. (trend) 

Fri 29 Sep ‘Footy Friday’ Public Holiday (Vic only)  - 

  
RBA private sector credit (financial 
aggregates) 

Aug (M) 

 
 
July 2017: total credit 
outstanding  +0.5% m/m;  
  +5.3% 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 (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$0.7924      ▼ 

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

US$50.65        ▲ 

Headline CPI, % change p.a. Jun (Q) 1.9%    ▼ Gold price (USD/OZ) US$1,291.41   ▼ 

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

US$6,518.00   ▲ 

 

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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