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23 November 2018 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week the OECD downgraded its outlook for the global economy due to slower trade growth. 

The OECD is now forecasting “a soft landing”, with global output growth projected to slow from 

3.7% in 2018 to 3.5% in 2019 and 2020. The OECD says the risk of a harder landing has risen 

due to rising trade tensions, tightening financial conditions and a potential slow patch in China. 

For Australia, the OECD remains relatively upbeat, with economic growth expected to outpace 

most other advanced economies over the next few years. Positive factors for Australia are rising 

non-mining business investment, public infrastructure investment and additional resource exports. 

Unemployment is falling. Despite these positives, the OECD forecasts Australian GDP growth will 

slow in line with global trends, from 3.1% p.a. in 2018 to 2.9% p.a. in 2019 and 2.6% p.a. in 2020. 

The OECD is less optimistic about 2019 than the Reserve Bank of Australia (RBA), which 

published its latest forecasts in early November (see our Economics Weekly of 9 November 2018). 

RBA Governor Philip Lowe spoke about the outlook in a speech on Trust and Prosperity at an 

event in Sydney this week. Governor Lowe reiterated that the economy is improving, so the 

probability of an increase in interest rates is higher than the probability of a decrease. In the short-

term however, there is not a strong case for change in interest rates. 

Looking ahead at the very distant future, the ABS this week released population projections for 

the period from 2017 to 2066. Based on current population growth trends, the ABS calculate that 

Australia’s population is projected to reach 30 million people between 2029 and 2033 and 

Melbourne is projected to overtake Sydney as Australia’s largest city between 2031 and 2057. 

Across the states, the ABS annual State Accounts confirm important geographical changes in 

economic growth within Australia in recent years. Economic growth is now faster along the 

eastern seaboard than in the mining locations of Western Australia and the Northern Territory. 

Also, late last week the Department of Jobs and Small Business released its latest Enterprise 

Bargaining Agreement (EBAs) data for the June quarter (Q2) of 2018. Although somewhat dated, 

wages in new EBAs grew by an annualised average of 2.7% p.a. in Q2 2018, while wages in all 

EBAs that were current as of the end of Q2 2018 grew by 2.8% p.a. More detail on these data 

can be found in our latest EBA Fact Sheet here. 

  

https://www.aigroup.com.au/policy-and-research/economics/economicsfactsheets/
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Global economy to lose steam in 2019, says the OECD 

In its latest half-yearly outlook, the OECD says global growth has already peaked and is set to 

weaken over the next two years. The OECD is now forecasting “a soft landing”, with global output 

growth projected to slow from 3.7% in 2018 to 3.5% in 2019 and 2020. Unfortunately, the OECD 

also notes that risks are rising for a harder landing due to: 

• escalating trade tensions and the fragmentation of multilateral rules-based trade systems 

(based around the WTO);  

• financial instability from tightening financial conditions (such as the US Federal Reserve lifting 

interest rates); and  

• China slowing more than expected as authorities try to balance high growth and financial 

stability.  

Growth in the OECD countries is set to slow gradually from 2.4% p.a. in 2018 to 1.9% in 2020. 

This is partly because of slowing growth in the United States in the coming two years, as the 

short-term benefits of recent tax cuts wear off and trade tensions with China start to bite (table 1). 

Table 1: OECD growth forecasts, selected economies, November 2018 
Real GDP, % change p.a. 2017 2018f 2019f 2020f 

World output 3.6 3.7 3.5 3.5 

OECD countries 2.1 2.5 2.4 2.1 
US 2.2 2.9 2.7 2.1 
Euro area 2.5 1.9 1.8 1.6 
Japan 1.7 0.9 1.0 0.7 

Australia 2.2 3.1 2.9 2.6 

Non-OECD countries 4.6 4.7 4.7 4.7 
China 6.9 6.6 6.3 6.0 
India 6.7 7.5 7.3 7.4 

World trade volumes, % change p.a. 5.2 3.9 3.7 3.7 

f = forecast. Source: IMF World Economic Outlook, October 2018 

 

For Australia, the OECD forecasts GDP growth of 3.1% in 2018, largely because of stronger than 

expected GDP growth in the first half of 2018 (3.4% p.a. to June 2018), slowing to 2.9% in 2019 

and 2.6% in 2020. These forecasts are less optimistic than the RBA, which is forecasting 

Australian GDP growth of 3.5% in 2018 and 3.25% in 2019. Exports, non-mining business 

investment and public infrastructure investment are expected to support local growth. Household 

consumption is expected to remain slow into 2019 however, as households are likely to face 

reduced savings, falling house prices and tighter lending conditions. The OECD says the key risks 

to the Australian economy in 2019 will be slower growth in China and higher household 

indebtedness in Australia. For Australian policy-makers, the OECD recommends a focus on 

socio-economic exclusion through education reform and improved support for job seekers. 
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ACT & Victoria record fastest economic growth in 2017-18 

Last week the ABS released the annual State Accounts for 2017-18. These data confirm some 

important geographical shifts in the location of economic growth within Australia in recent years. 

Western Australian and the Northern Territory grew substantially faster than the rest of the states 

and territories over the decade from 2007 to 2017, because of the mining infrastructure and 

construction boom in those locations and because some industries in other states were adversely 

affected by the fallout from the GFC and/or the very high Australian dollar during 2010-13. 

Over the past two years, a faster growth pattern has switched back to the eastern states, with the 

ACT and Victoria recording the fastest economic growth in 2017-18. All states and territories 

except Western Australia and Northern Territory grew faster in 2017-18 than they had in the 

previous decade. Although Western Australia’s economic growth in 2017-18 was slower than the 

previous decade, it recovered in 2017-18 after contracting by 1.8% p.a. in 2016-17. 

Chart 1: growth in Gross State Product (GSP, real output) 

 

Source: ABS State Accounts, 2017-18 

The State Accounts also provide detail about the industry composition of each state (Table 2) 

Business-oriented services generally account for larger shares of the state’s economy in New 

South Wales and Victoria. This is especially the case in the transport, information media, 

professional services, administrative services and the finance & insurance industries. Agriculture 

is relatively more important to Tasmania than it is to other states, while mining accounts for nearly 

a third of the economy in Western Australia as does public administration in the ACT. A higher 

share of economic output in Victoria, South Australia and Tasmania comes from manufacturing 

while construction accounts for a higher share of output in Queensland and the Northern Territory.  
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Table 2: Industry shares of state and territory economies, 2017-18 
Industry NSW VIC QLD SA WA TAS NT ACT 

 % % % % % % % % 
Agriculture 1.9 2.4 3.3 5.4 2.4 9.5 3.3 0.1 
Mining 3.3 0.8 10.1 3.9 31.2 4.4 14.1 0.1 
Manufacturing 5.9 7.6 6.4 6.8 5.2 6.6 4.3 1.1 
Utilities 2.2 2.9 3.5 4.1 1.8 3.2 1.9 2.1 
Construction 7.9 8.3 9.2 7.3 8.8 6.3 13.1 6.9 
Wholesale Trade 4.4 4.8 3.9 4.9 3.2 3.3 2.5 1.1 
Retail Trade 4.6 5.3 4.6 5.3 3.3 4.9 3.1 3.5 
Hospitality 2.9 2.2 2.9 2.8 1.8 2.7 2.9 2.0 
Transport 5.3 5.3 5.3 4.4 4.1 4.3 3.8 2.2 
Information media 3.6 3.2 1.6 2.2 1.1 3.6 0.5 3.7 
Finance & Insurance 12.7 11.5 6.6 8.0 4.4 7.9 2.8 3.4 
Rental & Real Estate services 4.1 3.0 3.1 2.4 2.1 1.8 1.7 2.6 
Professional services 8.6 8.3 6.2 5.4 5.4 3.2 3.5 9.7 
Administrative services 4.0 3.9 3.4 3.1 2.3 1.9 2.0 3.3 
Public Administration 4.7 4.7 5.6 5.7 4.2 5.3 14.0 28.9 
Education 4.8 5.5 5.2 6.1 3.7 6.5 5.4 6.1 
Healthcare 6.5 8.2 7.7 10.2 5.9 13.0 7.8 12.4 
Arts & Recreation 0.8 1.2 0.8 0.7 0.6 1.1 1.3 0.8 
Personal & Other Services 1.8 1.9 2.1 2.2 1.6 1.8 2.0 2.0 
Gross State Output* 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

         

    
Industry with higher share 
of state economy than 
other states 

  
Industry with lower share 
of state economy than 
other states 

* Gross State Output = Gross State Product excluding Government taxes and charges and statistical discrepancies. 

Source: ABS State Accounts, 2017-18 

Australian population will reach 30 million by 2033 

Based on current trends, the ABS projects1 that Australia’s population will reach 30 million people 

between 2029 and 2033. The ABS population projections are based on three different scenarios 

- low-growth, medium-growth and high-growth - based on recent population trends and 

assumptions about future levels of fertility, life expectancy and migration. Looking further ahead, 

the low-growth scenario would see Australia’s population reach 37 million people by 2066, the 

medium-growth projection would see 42 million people, and the high growth scenario would reach 

49 million (chart 2 and table 3).  

Assuming a theoretical ‘zero’ for net overseas migration (that is, the number and timing of 

immigrants is exactly matched by the number and timing of emigrants) demonstrates the 

trajectory that Australia's future population would follow, if it were to rely entirely on natural 

increases (that is, the number of births less the number of deaths). In this situation and applying 

‘medium’ assumptions about life expectancy, fertility and mortality rates, the number of births 

                                                 
1 The ABS’ population projections do not predict or forecast how the population of Australia will look in the future 
but a rather projections based on current trend. They do not incorporate any non-demographic factors which 
influence population change, such as government migration policy, improvements in health treatment or the 
occurrence of natural disasters. 
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would exceed the number of deaths until 2039, with Australia's population reaching 26.4 million 

in that year (Chart 2). From 2040 onwards, the number of deaths would exceed the number of 

births and so Australia's population would subsequently decline, reaching 25.1 million in 2066. 

Under all of the ABS scenarios, New South Wales is projected to remain the most populous state 

(Table 3). However, Melbourne is projected to become the largest city in Australia by 2057, with 

a projected population of between 12.2 million and 8.6 million people by 2066. It would surpass 

Sydney in 2031 under the high-growth projection, by 2037 under the medium-term projection and 

by 2057 under the low-growth projection. As of 30 June 2017, Greater Melbourne was home to 

77% of Victoria's population. This proportion is projected to increase to 79% in 2027 and will reach 

between 84% and 85% of Victoria’s population in 2066, if current growth trends continue. 

Chart 2: ABS population projections, 2017-2066 

 

(b) 2017 = base year. Source: ABS Population Projections, 2017 to 2066. 

Table 3: ABS population projections for 2066 by state 

State population 
(Millions) 

Low-growth 
assumptions 

Medium-growth 
assumptions 

High-growth 
assumptions 

New South Wales 11.8 13.0 14.8 

Victoria 10.0 12.0 14.5 

Queensland 7.5 8.7 10.5 

South Australia 2.0 2.2 2.4 

Western Australia 4.5 4.8 4.9 

Tasmania 0.5 0.6 0.7 

Northern Territory 0.5 0.4 0.4 

ACT 0.6 0.8 0.9 

Australia 37.4 42.6 49.2 

Source: ABS Population Projections, 2017 to 2066.  
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This week’s data and events, 19 Nov – 23 Nov 2018 

Day Date Data/event Data period  Result 

Mon 19 Nov 
ABS Overseas Arrivals and 
Departures 

Sep (M) 
Arrivals -2.3% m/m 
Departures -2.1% m/m 

Tue 20 Nov 
ABS Distribution of Household 
Income, Consumption and Wealth 

2017-18 (A) N/A 

  RBA Meeting Minutes Nov (M) Cash rate 1.50% 

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

Thu 22 Nov 
ABS Population Projections 2017 
(base) - 2066 

2017 (A) 
Australia’s population between 
37.4mn and 49.2mn by 2066 

  ABS Labour Force Detailed Oct (M) 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, 26 Nov – 30 Nov 2018 

Day Date Data/event 
Data period  
due for release 

Result of previous release 

Mon 26 Nov 
Speech by Philip Lowe, RBA 
Governor, at the Australian Payment 
Summit, Sydney 

Nov (M) N/A 

Tue 27 Nov 
ABS Jobs in Australia (additional 
information) 

2015-16 
2015-16: 13.5mn people held a job in 
Australia, totalling 18.5 million jobs 

Wed 28 Nov ABS Construction Work Done Sep (Q) Jun (Q): +1.6% q/q, -0.1% p.a. 

Thu 29 Nov 
ABS Private New Capital Expenditure 
and Expected Expenditure 

Sep (Q) Jun (Q): -2.5% q/q, 0.4% p.a. 

  ABS Characteristics of Employment 2018 (A) 2017 (A): N/A 

Fri 30 Nov RBA Financial Aggregates Oct (M) 
Sep (M): Business credit +0.6% m/m 
and +4.4% p.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 (November 2018) 
2016-17 

a 
2017-18 

a 
2018-19 

f 
2019-20 

f 
2020-21 

p 
2021-22 

p 

GDP, % change p.a., year end 1.8 3.4 3.25 3.25   

Unemployment rate, %, year end 5.6 5.4 5.0 4.75   

Inflation (CPI), % change p.a., year end 1.9 2.1 2.0 2.25   

Treasury Budget 2018-19 (May 2018)       

GDP, % change p.a., year average 2.1 2.9 3.0 3.0 3.0 3.0 

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

  Dwelling investment, % p.a., year average 2.8 -0.4 1.5 0.0   

  Business investment, % p.a., year average -4.0 8.7 3.0 4.5   

Terms of trade, % change p.a., year end 14.4 2.1 -5.25 -2.25   

Employment growth, % p.a., year end 1.9 2.7 1.5 1.5 1.25 1.25 

Unemployment rate, %, year end 5.6 5.4 5.25 5.25 5.25 5.0 

Inflation (CPI), % change p.a., year end 1.9 2.1 2.25 2.5 2.5 2.5 

Wages (WPI), % change p.a., year end 1.9 2.1 2.75 3.25 3.5 3.5 

a = actual    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, % Nov (M) 1.50    -   AUD/USD exchange rate US$0.7250      ▼ 

Real GDP, % change p.a. Jun (Q) 3.4%  ▲ 
Oil price  
(WTI light crude, USD/BBL) 

US$54.07        ▼ 

Headline CPI, % change p.a. Sep (Q) 1.9%  ▼ Gold price (USD/OZ) US$1,227.54   ▲ 

Unemployment rate, % trend Oct (M) 5.1%  ▼ 
Copper price  
(USD/tonne, LME spot) 

US$6241.00    ▲ 

 

Australian Industry Group monthly performance of industry indices 
Australian PMI®   Oct (M)                                                                                58.3 ▼ 

Australian PSI®   Oct (M)                                                                                51.1 ▼ 

Australian PCI®   Oct (M)                                                                                46.4 ▼ 
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 Fri); London Metals Exchange market prices (as of Fri). 
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