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10 August 2018 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

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

extending the record run of no change in the cash rate to two years. Looking ahead, the RBA 

expects inflation and wages to accelerate gradually from here, as spare capacity in the labour 

market is absorbed (that is, as unemployment and underemployment fall). The RBA’s latest 

forecasts (published this week in its August Statement on Monetary Policy) are broadly 

unchanged from its last quarterly assessment in May. 

This week on Tuesday night (at approximately 11pm according to the ABS), Australia’s population 

is estimated to have reached 25 million people. The ABS’ latest estimates of Australia’s resident 

population for the December quarter of 2017 indicate population growth is still growing at around 

1.6% p.a. (the same as the average from 2005 to 2017). This means that Australia’s population 

increased by almost 400,000 people in 2017. Net overseas migration continues to be the main 

driver of population growth in Australia, as it has been for many decades. Speaking in Sydney 

about Australia’s demographics, RBA Governor Phillip Lowe highlighted the many benefits to 

Australia from population growth, immigration and international students: 

“migration has helped our economy adjust to large swings in the demand for labour. It has 

also helped address some particular skills shortages … It has also boosted the nation's 

human capital. People living in Australia who were born overseas are more likely than the 

average Australian to have a post-secondary school qualification. We also benefit from 

stronger overseas connections when foreign students return home after studying.” 

As noted previously by Ai Group however, RBA Governor Lowe warned that public infrastructure 

needs to keep pace with population growth in order to meet growing demand and maintain general 

living standards. He noted that as of 2018 “Investment in this area has now picked up, particularly 

in transport, which, in time, will help alleviate some of the pressures”. 

Elsewhere in the economy, Ai Group’s monthly business surveys continue to suggest positive 

business conditions in July, albeit not as robust as the start of 2018. The Australian PMI® and 

the Australian PSI® slowed in July but are still indicating expansion (released last week). The 

Ai-Group/HIA Australian PCI® increased by 1.4 points to 52.0 in July, signalling industry-wide 

growth for an 18th consecutive month. Stronger engineering construction outweighed a sharp fall 

in apartment building and broadly stable activity in house building and commercial construction. 

https://www.aigroup.com.au/policy-and-research/economics/economicindicators/
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RBA cash rate on hold, economy gradually improving 

In its quarterly Statement on Monetary Policy for August (the SOMP, published this week) the 

RBA estimates that GDP grew by 3.0% p.a. in 2017-18 and expects GDP growth of 3.25% in 

2018-19 (broadly similar to its forecasts in May. See table on page 9). The RBA hopes headline 

inflation will lift gradually into the lower end of its 2-3% p.a. target band, as spare capacity in the 

economy is reduced and prices begin to rise more strongly. In Q3 of 2018 however, the RBA 

expects headline inflation to fall a little because of expected declines in some administered prices 

(that is, government regulated or influenced prices). Electricity prices in some cities have declined 

recently after recent large increases. The RBA also says that changes in federal government 

policies are likely to result in a decline in child care prices (as recorded in the CPI). 

Chart 1: Headline and core inflation, % p.a. and RBA forecasts 

 

Source: ABS CPI, Jun 2018; and RBA Statement on Monetary Policy, Aug 2018 

The RBA expects GDP to grow at 3.25% p.a. in 2018-19 (above current trend growth), supported 

by ongoing public sector spending and strengthening non-mining business investment. Exports 

are expected to grow until 2020, led by LNG exports as production ramps up. Exports of services 

and manufactured goods are also expected to grow steadily, support by solid trading partner 

growth (mainly in Asia). Australian employment growth is expected to outpace growth in the 

working-age population, which should see the unemployment rate to fall to 5% by the end of 2020. 

Globally, the RBA’s outlook remains positive and is largely unchanged from the May SOMP. Major 

advanced economies continue to recover, with US growth in the short-term looking stronger than 

previously expected due to tax cuts and higher government spending. The risk of trade disruption 

and protectionism are increasing however, which could slow global GDP growth and/or weaken 

business confidence and investment. 
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The RBA reports that growth in China has eased a little as Chinese authorities continue to balance 

financial risk against growth. Authorities in China have moved to ease fiscal policy in some areas 

of the economy to avoid a material slowing in growth, while responding to financial stability risks. 

Measures to improve transparency in China’s financial system include: tightening regulations on 

risky forms of lending such as ‘shadow banking’ activity; and improving the risk and liquidity 

management practices of financial institutions. In the very long-term, growth in China is expected 

to slow gradually, reflecting structural factors such as the declining working-age population. 

Construction expansion slowing 

The Ai Group-HIA Australian PCI® rose 1.4 points to 52.0 points in July, signalling industry-wide 

growth in the national construction industry. Across the four sub-sectors (Chart 2), engineering 

construction was the strongest performer in July (up 3.4 points to 54.4 points), consistent with a 

strong and expanding pipeline of publicly funded major projects. Commercial construction was 

more subdued in July, falling into mildly negative territory after 14 months of growth (down 4.6 

points to 49.1). In the residential construction sub-sectors, house building activity remained stable 

(up 0.1 points to 50.3), while apartment building contracted for a fifth consecutive month and more 

sharply (down 11.7 points to 36.7). The apartment sub-sector has now declined in 11 of the past 

12 months, following a cooling in new orders over the second half of 2017 and into 2018. 

Chart 2: Australian PCI® activity, by sub-sector (trend) 

 

Source: Ai Group, Jul 2018 

Looking ahead, weak housing finance results and the ongoing tightening of credit availability are 

likely to see residential building approvals continue to ease from here. The value of new housing 

finance approvals reached a record high in November 2017 but has been trending downwards 

since then, falling by a further 1.6% m/m in June 2018 (seasonally adjusted).  

https://cdn.aigroup.com.au/Economic_Indicators/PCI/2018/PCI_July_2018_89478w.pdf
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Within this total, owner-occupier finance (excluding refinancing) has been relatively steady, 

remaining near its record highs for the past year (Chart 3). This has been offset by falls in new 

financing to investors. New finance commitments to investors fell by 2.7% m/m in June to $10.4bn, 

which was the lowest monthly level since August 2013. Investor lending has slowed since APRA 

introduced macro-prudential measures in April 2017 which capped interest-only lending at 30% 

of new loans issued. Investor lending has now fallen by 18.1% p.a. This indicates these regulatory 

measures are having their intended impact. 

Housing finance is a reasonably reliable ‘leading indicator’ of residential building approvals and 

residential building activity, so this downward trend in finance approvals signals that demand for 

new residences will ease further, albeit from historically high levels. 

Chart 3: Value of housing finance commitments by purpose 

 

Source: ABS Housing Finance, Jun 2018. 
 

The proportion of loans to First Home Buyers (FHBs) lifted to 18.1% in June 2018, which was its 

highest proportion since October 2012 (Chart 4). This was despite the number of finance 

approvals for FHB’s dropping from 10,303 in May to 9,541 in June because the number of non-

FHB financing approvals dropped more sharply. The proportion of finance approvals for FHB’s 

has increased substantially in the last financial year. Proportions of FHBs are rising most strongly 

in NSW and Victoria in 2018, probably reflecting stamp duty reductions for FHBs in both states 

from 1 July 2017. The average amount borrowed by FHBs rose by $5,200 to $349,800 in June. 
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Chart 4: Proportion of home loan approvals to first home buyers 

 
Source: ABS Housing Finance, Jun 2018. 

More than one million Australians changed jobs in the 12 months to Feb 2018 

New data on Participation, Job Search and Mobility1 from the ABS estimates that more than one 

million Australians changed employers or the business they ran in the year to February 2018. 

Although the absolute number of people changing jobs rose significantly in the past year, the 

proportion of the workforce that changed jobs rose only slightly to 8.1% in 2018 and is still near 

the record low of 7.7% of the workforce in 2017. This is much lower than in the 1970’s and 1980’s 

where often more than 15% of the workforce changed employer in the previous year (Chart 5).  

In the year to Feb 2018, 1.88 million people ceased a job during the year. The majority (around 

1.24 million or 66%) left their last job voluntarily and approximately 640,000 (34%) left their last 

job involuntarily. The most common reason people had for separating from a job was ‘wanting to 

obtain better job conditions or wanting a change’ (23.8%). Only 27,700 people left their most 

recent job to start their own business in the year to Feb 2018 (Table 1). 

On job tenure, work longevity seems to be improving; more than four in five workers had been in 

their current job for more than a year in Feb 2018 (chart 6). This was up from 1988, when around 

three quarters of workers were in their current job for more than a year. Almost half (45%) have 

been in their current job for over 5 years and about 27% have been in the same job for more than 

10 years which is higher than in 1988 (Chart 6). 

                                                 
1 These data illustrate the dynamic nature of the labour market and provides further insights into labour mobility – 

that is, the ability of workers to move between jobs – in Australia.  The monthly labour force numbers are often 

interpreted in a static way, for example, in June the trend increase in employment of 27,000 people comprised of 

well over 300,000 people entering employment, and more than 300,000 leaving employment in the month.  
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Chart 5: Proportion of employed that changed employer in the past year 

 

Source: ABS Participation, Job Search and Mobility, Feb 2018. 

Table 1: Reasons for job separation for the year ending Feb 2018 

  '000 % of total 

Voluntary Reasons for ceasing last main job 1238.3 66.0 

Unsatisfactory work arrangements, pay or hours 237.4 12.6 
Holiday job, returned to study 91.8 4.9 
To obtain better job conditions/ just wanted a change 446.8 23.8 
Retired 79.3 4.2 
Family reasons 176.6 9.4 
To start own or new business 27.7 1.5 
Other reason 178.5 9.5 

Involuntary reason for ceasing last main job 639.2 34.0 

Retrenched 268.4 14.3 
Dismissed 21.3 1.1 
Job ended, was temporary or seasonal 259.5 13.8 
Own ill health or injury 90.1 4.8 

Total (voluntary and involuntary) 1877.5 100.0 
Note: Discrepancies may occur between sums of the component items and totals. 

Source: ABS Participation, Job Search and Mobility, Feb 2018. 
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Chart 6: Job tenure 

 

Source: ABS Participation, Job Search and Mobility, Feb 2018. 
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This week’s data and events, 6 Aug – 10 Aug 2018 

Day Date Data/event Data period  Previous release 

Mon 6 Aug ANZ Job Advertisements Jul (M) +1.5% m/m, +7.3% p.a. 

Tue 7 Aug Australian PCI® Jul (M) 52.0 points 

  RBA Board Meeting Aug (M) Cash rate 1.50% 

Wed 8 Aug ABS Housing Finance Jun (M) 
Value of dwelling 
commitments -1.6% m/m 

  RBA Governor, Philip Lowe Speech Aug (M) N/A 

  RBA Chart Pack Aug (M) N/A 

Thu 9 Aug 
ABS Participation, Job Search and 
Mobility 

Feb 2018 (A) 722,000 unemployed 

Fri 10 Aug ABS Lending Finance Jun (M) Commercial finance +7.2% m/m 

  RBA Statement on Monetary Policy Aug (Q) N/A 

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

Next week’s data and events, 13 Aug – 17 Aug 2018 

Day Date Data/event 
Data period  
due for release 

Previous release 

Tue 14 Aug NAB Business Survey Jul (M) 
Jun (M): Conditions: +15 points 
Confidence: +6 points 

Wed 15 Aug ABS Wage Price Index Jun (Q) Mar (Q): 0.5% q/q, 2.1% p.a. 

  Westpac-MI Consumer Sentiment Aug (M) Jul (M): 106.1 points 

Thu 16 Aug ABS Labour Force Jul (M) 
Jun (M): emp growth +2.6%, 
unemp rate 5.4% (trend) 

  ABS Average Weekly Earnings May (H) Nov (H): AWOTE $1,569.60 

  
ABS Selected Characteristics of 
Australian Businesses 

2016-17 (A) 2015-16 (A): N/A 

  Seek Job Ads Jul (M) Jun (M): Seek ads +8.3% p.a. 

Fri 17 Aug 
RBA Assistant Governor, Luci Ellis 
Speech 

Aug (M) N/A 

M = monthly. Q = quarterly. H = half-yearly. A = annual. B= Biennial. All data are seasonally adjusted unless otherwise noted.  
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Australian economy: latest full-year growth rates and government forecasts 

RBA SoMP (August 2018) 
2016-17 
actual 

2017-18  
f 

2018-19 
f 

2019-20 
f 

2020-21 
p 

2021-22 
p 

GDP, % change p.a., year end 1.8 3.0 3.25 3.0   

Unemployment rate, %, year end 5.6 5.5 5.25 5.25   

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

Treasury Budget 2018-19 (May 2018)       

GDP, % change p.a., year average 2.1 2.75 3.0 3.0 3.0 3.0 

  Household consumption, % p.a., year average 2.6 2.75 2.75 3.0   

  Dwelling investment, % p.a., year average 2.8 -3.0 1.5 0.0   

  Business investment, % p.a., year average -4.0 4.5 3.0 4.5   

Employment growth, % p.a., year end 1.9 2.75 1.5 1.5 1.25 1.25 

Unemployment rate, %, year end 5.6 5.5 5.25 5.25 5.25 5.0 

Terms of trade, % change p.a., year end 14.4 1.5 -5.25 -2.25   

Inflation (CPI), % change p.a., year end 1.9 2.0 2.25 2.5 2.5 2.5 

Wages (WPI), % change p.a., year end 1.9 2.25 2.75 3.25 3.5 3.5 

f = forecast. p = projection. 
Sources: ABS various data; RBA Statement on Monetary Policy (SoMP), latest quarter; Australian Treasury, Budget 2018-19 (May 2018). 

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

RBA official cash rate, % Aug (M) 1.50    -   AUD/USD exchange rate US$0.7368      ▲ 

Real GDP, % change p.a. Mar (Q) 3.1%  ▲ 
Oil price  
(WTI light crude, USD/BBL) 

US$66.63        ▼ 

Headline CPI, % change p.a. Jun (Q) 2.1%  ▲ Gold price (USD/OZ) US$1,212.77   ▲ 

Unemployment rate, % trend Jun (M) 5.4%  ▼ 
Copper price  
(USD/tonne, LME spot) 

US$6112.50    ▼ 

 

Australian Industry Group monthly performance of industry indices 
Australian PMI®   Jul (M)                                                                               52.0 ▼ 

Australian PSI®   Jul (M)                                                                               53.6 ▼ 

Australian PCI®   Jul (M)                                                                               52.0 ▲ 
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 indices. 
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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