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13 April 2018 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week’s data releases continue to suggest relatively robust business conditions across most 

(but not quite all) industries in Australia in 2018. Construction, manufacturing, business services 

and some parts of consumer services are looking buoyant, while mining activity is accelerating 

again after last year’s post-boom pause. Growth is also looking more even across the states in 

2018 than in past years, indicating that more regions and communities are benefiting from better 

business activity. In a speech in Perth this week, RBA Governor Philip Lowe noted that “From the 

cyclical perspective, the good news is that conditions have improved across most of Australia 

over the past year. And from a structural perspective, over time the differences in the structure of 

output and employment across regions are tending to become smaller, rather than larger.” 

Despite these improvements in local trading conditions, confidence among both businesses and 

households remains fragile. Concerns about the outlook for global trade, household finances and 

jobs growth weighed more heavily on business and consumer sentiment in March and early April. 

Business conditions remain positive in March, but confidence sours 

NAB’s monthly survey of business conditions fell by 6 points to 14 points in March, signalling 

slower but very positive conditions for Australian business (results above zero indicate positive 

conditions in this survey). Even after this fall from the record highs of early 2018, the NAB index 

of conditions remained well above its long-term average of 5.5 points and closely aligned to the 

results of Ai Group’s Australian PMI®, PSI® and PCI® in March (released last week, see chart 1). 

The NAB survey’s sub-indexes indicated that trading conditions (sales), profitability and 

employment all slowed from record highs in early 2018 but remained above average. The strength 

in profitability is especially positive for future growth and investment in non-mining sectors. 

Conditions remained above their historical average in all industries. Reflecting the results of 

recent Ai Group Australian PMI®, PSI® and PCI® surveys, conditions improved in the NAB survey 

in manufacturing and personal & recreational services but declined in other industries. Mining 

showed the strongest conditions in absolute terms in April, but manufacturing showed the 

strongest conditions relative to its own long-run average in the NAB survey (see chart 2). The 

retail sector continues to underperform other sectors in both the NAB survey and Ai Group’s 

Australian PSI®, but has been slowly improving on a trend basis since late 2017. 

In contrast to these elevated indicators of conditions, business confidence has remained muted 



 

 

2 

over the past year and declined further in March. The NAB business confidence index fell 2 points 

to 7 points in March, only just above its long-run average of 6 points. NAB economists note their 

March survey was conducted immediately after US President Trump announced new import tariffs 

on steel and aluminium and proposed further stiff tariffs against China. This stoked fears of an 

all-out trade war, pushing global stock markets – and local business sentiment - lower. Despite 

its global exposures however, mining was the most confident industry in the NAB survey in March 

(trend), reflecting rises in commodity prices. Business confidence was lowest in retail, recreation 

and personal services, due to slow discretionary consumer spending on local goods and services. 

Chart 1: Ai Group composite conditions* and NAB business conditions 

 

* weighted composite of Ai Group Australian PMI®, PSI® and PCI®. Sources: NAB and Ai Group. 

Chart 2: NAB business conditions in major industries, March 2018 

 

Sources: NAB and ANZ Research. 
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Consumer sentiment remains fragile in April 

The Westpac-MI index of Consumer Sentiment declined by 0.6% to 102.4 points in early April, 

indicating a mildly optimistic mood among Australian consumers (results over 100 points indicate 

‘net optimism’ in this survey). This survey has been indicating mild optimism (over 100 points) for 

the past five months and has remained a touch above its long-term average in 2018 to date (101.3 

points on average from 1974 to 2018). Westpac economists note that at this level, sentiment 

remains “well below the strong 105 to 115 levels typically associated with a robust consumer”. 

Within this headline number, the Westpac-MI survey indicates that households are feeling uneasy 

about their own family finances and job security, but a touch more confident about the economic 

outlook. Confidence in ‘family finances over the next 12 months’ dropped by 5.8% m/m, even 

though confidence in ‘the economic outlook over the next 12 months’ increased by 0.6% m/m and 

confidence in ‘the economic outlook over the next five years’ rose by 2.9% m/m. The index of 

unemployment expectations rose by 3.1% m/m in April to 125.7 points, its highest level this year. 

This indicates that more consumers are expecting unemployment to rise in the year ahead. 

The Roy Morgan-ANZ weekly sentiment index suggests similar trends and concerns. As of 1 April, 

this index had eased for a third successive week, dropping by 0.3% to 115.1 points (results above 

100 points indicate ‘net optimism’). As in the Westpac-MI consumer confidence survey, 

confidence has dropped over the first months of 2018 but remains above its long-term average 

(see chart 3). Concerns about global trade, stock market volatility and the economic outlook 

appear to be rising. 

Chart 3: ANZ-Roy Morgan consumer confidence index, to 1 April 2018 

 

Source: ANZ Research. 
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Construction industry going from strength to strength in 2018 

The Ai Group-HIA Australian PCI® increased by 1.2 points to 57.2 points in March signalled 

industry wide growth for a 14th consecutive month and at an accelerating pace (results above 50 

points indicate expansion). March revealed a strong lift in demand with the new orders sub-index 

expanding at its fastest pace in eight months.  

Across the four sub-sectors in the Australian PCI®, commercial construction expanded at a record 

high rate in this survey (commencing in 2005), reflecting the growing recovery in business 

investment and improving conditions more generally. Engineering construction benefited from 

ongoing major infrastructure projects and house building activity expanded for a 10th consecutive 

month. The more volatile apartment building sector paused, after an extended strong period. 

These trends across the various sectors of the construction industry are also evident in the ABS 

measures of building work being done, and work yet to be done. The ABS estimates that the 

volume of all building work done across Australia rose by 0.8% over the year to the December 

quarter of 2017 (to $28bn in the quarter). Falls in the volume of new residential building activity (-

5.4% p.a.) and residential alterations and additions (-9.3% p.a.) were more than countered by a 

rise in non-residential building in Q4 (+14.8% p.a., seasonally adjusted and inflation adjusted).  

In addition to this building activity, engineering construction work done fell in Q4 2017 (-35.1% 

q/q) but was still 9.9% higher over the year. This took the total volume of all construction work 

done (residential, non-residential plus engineering construction) in Q4 to $50.3bn, up 4.7% p.a. 

Looking ahead, the ABS estimates that the total value of building work in the pipeline grew by 

12.7% p.a. in Q4 2017 (in nominal dollar values). This included work yet to be done on houses, 

other residences and non-residential building that is already under way (+11.5% p.a.) plus work 

that is planned but has not yet commenced (+15.6% p.a.) but excluded engineering work.  

Across the major building segments, the nominal value of building work in the pipeline was up 

11.8% for houses in Q4, up 8.2% for other types of new residences (mainly units and flats) and 

up 19.5% p.a. for non-residential building. This forward pipeline of building work (excluding 

engineering work) grew to $94bn in Q4 2017, which is equivalent to 3.3 times the actual building 

work that was completed in that quarter ($28bn). Although somewhat dated (Q4 2017) and in 

nominal values rather than inflation-adjusted volumes, these data confirm the forward pipeline of 

building activity is very large and is still expanding across residential and non-residential sectors. 

More recently, the value of new housing finance approvals grew by 1% m/m and 1.1% p.a. in 

February 2018. Housing finance is a reasonably reliable ‘leading indicator’ of residential building 

approvals (see chart 5) and residential building activity, so this further uptick in finance approvals 

signals that demand for new residences is still growing. 

Over the year to Feb 2018, owner-occupiers took the lead over investors again, with new finance 

approvals for owner-occupier housing up by 7.6% p.a. but down by 5.9% for investors. 

Underpinning the rise in owner-occupier borrowing was a further recovery in finance approvals to 

first home buyers. First home buyer lending was up more than 40% p.a. in Feb 2018 and grew to 

12.4% of all new housing finance, its highest share of housing-related finance in nearly five years. 
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Chart 4: Building activity in the pipeline*, to Q4 2017 

 

* Nominal value of building work yet to be done plus building work not yet commenced. Source: ABS. 

Chart 5: Housing finance approvals and building approvals, to Feb 2018 

 

Sources: ABS and ANZ Research. 
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This 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) 57.2 points 

Tues 10 Apr NAB Business Survey Mar (M) 
Confidence +6 points,  
Conditions +14 points 

 10 Apr IMF Global Financial Stability Apr (H) - 

Wed 11 Apr ABS Building Activity Dec (Q) Value of work done +0.8% p.a. 

  ABS Construction Activity Dec (Q) Value of work done: +4.7% p.a. 

  Westpac-MI consumer confidence Apr (M) 102.4 points 

Thu 12 Apr ABS Housing Finance Feb (M) 
Value of dwelling finance 
commitments +1.0% m/m 

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

 

 

 

 

 

 

Next week’s data and events, 16 April – 20 April 2018 

Day Date Data/event 
Data period  
due for release 

Previous release 

Mon 16 Apr ABS lending finance Feb (M) 
Jan: housing finance: +0.5% m/m 
commercial finance: 0.0% m/m 

Tues 17 Apr RBA minutes of board meeting Apr (M) Apr cash rate: 1.50% 

Wed 18 Apr ABS overseas arrivals & departures Feb (M) 

 
Jan:  
short-term visitor arrivals: +5.7% p.a., 
short-term resident returns:+2.6%p.a. 

Thurs 19 Apr ABS labour force Australia Mar (M) 

 
Feb: employment growth: +3.5% 
unemployment rate: 5.6% 
participation rate: 65.7% 

  SEEK job vacancy advertisements Mar (M) Feb: +16.2% p.a. 

  
NAB business conditions and 
confidence, quarterly detail 

Mar (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 (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$0.7756      ▲ 

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

US$66.99        ▲ 

Headline CPI, % change p.a. Dec (Q) 1.9%     ▲ Gold price (USD/OZ) US$1,338.11   ▲ 

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

US$6930.00    ▲ 

 

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

Australian PSI®   Mar (M)                                                                               56.9 ▲ 

Australian PCI®   Mar (M)                                                                               57.2 ▲ 
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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