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14 June 2019 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

Australia’s labour market remained relatively stable in May, despite most other recent data 

suggesting a slowing economy. Weak GDP growth since mid-2018 (see Economics Weekly 7 

June 2019), is yet to translate into the monthly employment data. Consistent with weaker GDP 

growth, Ai Group’s Australian PMI, PSI and PCI and NAB’s Business Survey suggest business 

conditions remain slow in May, while consumer confidence fell in early June. Employment 

estimates released this week by the Australian Bureau of Statistics (ABS) for the month of May 

indicate 42,300 jobs being added (+2.5% p.a., seasonally adjusted) and the unemployment rate 

stable at 5.2%. The increase in employment was driven by rising part-time employment which 

increased by 39,800, while full-time employment rose by only 2,400. The strong rise in part-time 

employment in May might be related to temporary hiring by the Australian Electoral Commission 

in order to run the Federal Election. The unemployment rate did not fall because the proportion 

of people participating in work or looking for work reached another record high at 65.9% of the 

adult population (trend), adding another ~39,900 people to the labour force in May. 

At 5.2% (and significantly lower in NSW and Victoria), Australia’s national unemployment rate is 

relatively low by historical standards and by international standards. However, a further 8.6% of 

the labour force are underemployed (working part-time but willing and able to work more hours) 

and so the labour market is not yet overly tight. Crucially, it is not tight enough to generate stronger 

upward pressure on wages and inflation. Wage and inflation expectations have moderated in 

Australia and globally over the past decade, due to persistently low background inflation.  

In a landmark speech on this topic this week, RBA Assistant Governor Ellis said the RBA has 

therefore revised down the unemployment rate at which Australian wage growth can be expected 

to accelerate due to a tight labour market (the non-accelerating inflation rate of unemployment or 

“NAIRU”, which is widely considered to be a proxy for full employment). The RBA estimates that 

Australia’s NAIRU is now closer to 4.5% instead of 5.25% previously. This means Australia’s 

labour market can tighten considerably from here without generating significant wage inflation 

pressures. With inflation likely to remain modest for the foreseeable future, Dr Ellis says public 

policy (monetary, fiscal and microeconomic) should now aim more directly at reducing 

unemployment and improving national welfare: “along with low and stable inflation, one of the 

Bank's mandates is full employment. If it turns out that full employment is even ‘fuller’ than we 

thought, getting there would be a real contribution to our third mandate, the economic prosperity 

and welfare of the Australian people. … If Australia truly can have lower unemployment – 

sustainably – policy should be used to try to get there. As the Governor explained last week, that 

was one important consideration motivating the Board's recent decision to lower the cash rate.” 

https://www.aigroup.com.au/policy-and-research/economics/weeklyreports/
https://www.aigroup.com.au/policy-and-research/economics/weeklyreports/
https://www.aigroup.com.au/policy-and-research/economics/economicindicators/
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NAB business conditions deteriorate in May and consumer sentiment dips 

In the latest NAB Monthly Business Survey, business conditions fell by 2 points to +1 point in May 

2019 (results over zero indicate ‘net positive’ conditions in this survey). Although this indicates a 

mildly ‘net positive’ result, it is below the historical average for this index and continues to indicate 

that private sector business conditions are losing momentum. This decline in conditions was 

driven by a further weakening in the retail sector and small falls in transport and utilities and the 

broader services sector. Above average business conditions in the mining sector appears to 

explain the small difference in results between Ai Group’s composite index and the NAB index in 

recent months, although monthly conditions did converge again in May (see chart 1). 

The more forward-looking indicators in the NAB survey also remained weak in May, with the 

forward orders index falling into negative territory and capacity utilisation moving below average. 

At current levels, the employment index suggests that employment will grow by around 18,000 

per month, which is slower than current jobs growth. With ongoing strength in population growth 

and labour force participation, a slower rate of employment growth would be unlikely to see further 

reductions in the unemployment rate, as desired by the RBA and Government. 

In contrast to NAB business conditions, business confidence rose by 7 points in May. NAB 

economists believe this rise in confidence was probably related to certainty following the Federal 

election in May and expectations of a cash rate cut in June. It could prove to be short-lived. 

Chart 1: Ai Group composite* and NAB business conditions, to May 2019 

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

The Westpac-MI index of Consumer Sentiment fell by 0.6% m/m to 100.7 points in early June, 

indicating a declining mood amongst Australian consumers (results over 100 points indicate ‘net 

optimism’ in this survey). This survey was conducted in the week of 3 June to 7 June, which 
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included a (widely expected) cash rate cut by the RBA. Westpac economists said “this is a 

disappointing result given the cut in official interest rates this month and suggests deepening 

concerns about the economy have outweighed the initial boost from lower rates.” 

Below the headline number, the Westpac-MI survey indicates that households are increasingly 

pessimistic about their economic outlook. The ‘economic outlook next 12-months’ index fell by 

4.7% m/m to 99.3 points, indicating ‘net pessimism’ about the economic outlook by consumers. 

This accompanied an increase in the ‘unemployment expectations’ index which rose by 5.1% 

m/m, indicating increasing worries about possible job losses. The ‘house price expectations’ index 

jumped by 22.7% m/m in June, moving from deep pessimism to clear optimism, at 109.7 points. 

Chart 2: Westpac-MI Consumer Sentiment, to June 2019 

 

Sources: Westpac-MI, June 2019. 

Unemployment rate steady as more people search for work in May 

The ABS estimates that the national unemployment rate remained steady at 5.2% in May 2019, 

despite total employment1 rising by 42,300 people in the month (seasonally adjusted). This is 

because the participation rate also increased, resulting in a similar number of people (~39,900) 

entering the labour force and either finding employment or looking for employment in May.  

The increase in employment was driven by rising part-time employment which increased by 

39,800, while full-time employment only rose by 2,400. The strong rise in part-time employment 

in May could be related to the temporary hiring blitz by the Australian Electoral Commission in 

order to run the Federal Election. 

Even after seasonal adjustment, these monthly labour market data are volatile and are subject to 

                                                 
1 Total employment includes all working people including employees, casuals, self-employed and business owners. 
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revision. The ABS therefore recommends the trend estimates as the best guide to underlying 

patterns in the labour market2.  

In trend terms, the national unemployment rate held steady at 5.1% in May, up from a recent low 

of 5.0% in January but lower than 5.4% one year earlier. Total employment increased by 28,400 

(+0.2% m/m) in the month and 332,900 (+2.7% p.a.) over the year to May 2019. Both the monthly 

and annual growth rates are stronger than their average of the past 20 years (0.17% employment 

growth per month and 2.0% employment growth per year). 

In May, there was growth in both part-time (+14,500) and full-time (+13,900) employment. Over 

the year, growth in full-time work is now tracking more strongly than part-time work; full-time work 

accounted for 75.7% of employment growth over the past year. Even so, full-time employment 

appears to be slowing (chart 3 and table 1). Total hours worked rose by 2.5% p.a., slightly slower 

than employment growth at 2.7% p.a. Average hours worked per worker declined slightly. 

This ongoing employment growth is attracting more people into active participation in the labour 

market to work or to seek work. In May, Australia’s participation rate rose to another record high 

of 65.9% (trend). This is a continuation of ongoing and long-term changes in gender work 

patterns; over the past three decades, rising female labour force participation has more than offset 

falling male participation. 

Most recently, the male participation rate has recovered from a record low in December 2016 

(70.3%) to 71.1% in May 2019, while the female labour force participation rate reached another 

record high in at 60.8% (trend). 

Table 1: Key labour market numbers, May 2019 (trend) 
 Number Change per month Change per year 
 ‘000 ‘000 m/m % m/m ‘000 p.a. % p.a. 

Total employed persons 12,857 28.4 0.2 332.9 2.7 
 full-time (35+ hours p.w.) 8,800 13.9 0.2 252.1 2.9 
 part-time (<35 hours p.w.) 4,057 14.5 0.4 80.9 2.0 
Aggregate hours worked 1,782,056 3,264.8 0.2 40,212.3 2.5 
Labour force 13,552 34.1 0.3 307.4 2.3 

 
Number 
‘000 

Rate 
% of labour force 

Percentage point change 
from one year ago 

Unemployment 695.2 5.1  -0.3  
Underemployment 1,147.4 8.5  -0.0  
Underutilisation 1,842.5 13.6  -0.3  

 
 

Rate, 
 % of adult population 

Percentage point change 
from one year ago 

Participation rate   65.9  0.4  

Employment to population ratio  62.5  0.5  

Source: ABS, Labour force Australia, May 2019. 

 

 

                                                 
2 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. Feb 2019. The data below are all trend. 
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Chart 3: Full-time and part-time employment growth (trend) 

 

Source: ABS, Labour force Australia, May 2019. 

 

Chart 4: Participation rates by sex (trend) 

 

Source: ABS, Labour force Australia, May 2019. 

Underpinning these net changes in employment is extensive dynamic change, which occurs each 

month in the labour market. Smoothing out the monthly seasonal differences using a 12-month 

average, about 338,800 people moved out of employment in May, whereas, about 353,000 

moved into employment. As can be seen in chart 5, people moving out of employment (the red 
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line) has been higher than people moving into employment (the blue line) three times since 2000. 

• 2001 (possibly related to the end of the ‘dot-com’ boom and/or disruptions related to the 

introduction of the Goods and Services Tax in 2000);  

• 2008-09 (the Global Financial Crisis); and 

• 2014 (the end of the mining investment boom). 

The grey shaded area in between these lines represents net employment growth or losses. 

Chart 5: People moving in and out of employment per month, number, 
12-month average 

 

Source: ABS, Labour force Australia, May 2019. 

Although the number of people moving in and out of employment has been trending up for the 

last twenty years, this increase largely reflects population growth and a rise in absolute 

employment. Employment churn, that is, the gross flows in and out of employment as a proportion 

of the workforce, has fallen from about 6.6% in 2000 to 5.4% in 2019 (see chart 6). This reduction 

could be due to skill mismatches in the labour market and/or demographic changes (such as an 

aging population as older workers tend to change jobs less frequently than younger workers). 

This is consistent with other data showing a falling proportion of the workforce that had changed 

businesses/employers in the past 12 months. The proportion of the workforce that changed jobs 

in the previous 12 months rose only slightly, to 8.1% in February 2018 (latest ABS data available 

for this series). This is still near the record low of 7.7% of the workforce that changed businesses 

in the previous 12 months in 2017 and lower than in the 1970’s and 1980’s when more than 15% 

of the workforce typically changed employer in each 12-month period (see Ai Group’s Labour 

Turnover Factsheet here for more information). 

https://cdn.aigroup.com.au/Economic_Indicators/Fact_Sheets/2018/Labour_Turnover_in_2018_Fact_Sheet.pdf
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Chart 6: People moving in and out of employment per month, proportion of 
the workforce, 12-month average 

 

Source: ABS, Labour force Australia, May 2019. 

Across the states, the majority of net additions to employment continue to be concentrated in 

NSW and Victoria in May. Of the 28,400 net employment additions, 85% were in these two states. 

Annual growth in NSW and Victoria is tracking at 3.6% and 3.9% p.a. respectively, but it is under 

2% or negative in every other state. Reflecting their stronger jobs growth, unemployment rates 

are below 5% in NSW, Victoria, the NT and the ACT but are 6% or higher in Qld, Tas and WA. 

Even in NSW and Victoria however, unemployment rates are now trending up from their recent 

low points, due to rising labour force participation (see table 2 and chart 7).  

Table 2: Key labour market numbers by state, May 2019 (trend) 

 Employment growth 
Part time 
workers 

Unemploy-
ment 

Under-
employment 

Under-
utilisation 

Partici-
pation 

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

NSW 15.9  142.3  3.6  30.9  4.4  7.7  12.1  65.7  

VIC 8.3  127.7  3.9  32.2  4.7  8.7  13.4  66.2  

Qld 6.2  46.4  1.9  31.1  6.0  9.1  15.1  65.7  

SA 2.3  14.3  1.7  35.3  5.8  8.6  14.4  63.3  

WA 2.8  8.5  0.6  31.2  6.2  8.6  14.8  68.0  

Tas 0.2  -2.3  -0.9  38.8  6.6  10.6  17.2  60.4  

NT -0.1  -9.2  -6.6  22.0  4.5  6.2  10.7  71.4  

ACT 0.6  0.7  0.3  27.0  3.9  5.9  9.8  69.7  

Aus 28.4  332.9  2.7  31.6  5.1  8.5  13.6  65.9  

Source: ABS, Labour force Australia, May 2019. 
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Chart 7: Unemployment rates by state (trend) 

 

Source: ABS, Labour force Australia, May 2019. 

SEEK new job ads rise slightly in May after a large fall in April 2019 

Looking ahead, the latest job ads data indicate slower labour demand for the remainder of 2019. 

Job advertisements on the website SEEK grew modestly in May 2019 after falling significantly in 

April. SEEK suspects the large fall in April was because of multiple public holidays and the lead-

up to the Federal election. Job advertisement numbers fell by 6.5% over the year to May 2019, 

although the average advertised salary has risen by 3.4% over the same period. SEEK notes that 

April 2018 was the all-time peak in job ad volumes counted on the SEEK website. Compared to 

May 2017, jobs ads were up by 3.0% as of May 2019.  

The four industries showing the highest job ad growth include education & training, healthcare & 

medical; mining, resources & energy; and science & technology while the industries with job 

advertisements falling the fastest include design and architecture; construction; and real estate 

and property (see chart 8). The top five industries showing salary growth are advertising, arts & 

media; banking & financial services, community services & development, trades & services, 

human resources & recruitment. 
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Chart 8: SEEK new jobs ads posted online, May 2018 vs May 2019  

 

Source: SEEK, Employment data report, May 2019. .  
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This week’s data and events, 10 June – 14 June 2019 

Day Date Data/event Data period  Result 

Tue 11 Jun ABS Labour Account Mar (Q) Filled jobs +0.2% q/q, +2.8% p.a. 

Wed 12 Jun ABS Overseas departures and Arrivals Apr (M) 
Non-resident arrivals 765,100  
Resident returns 914,800 

  NAB Business Survey May (M) 
Conditions +1 points 
Confidence +7 points 

Thu 13 Jun ABS Labour Force May (M) 
Emp growth 2.7%  
Unemployment rate 5.1% (trend) 

  SEEK Job Ads May (M) 
Job ads: -6.5% p.a. 
Average advertised salary: +3.4% 
p.a. 

Fri  14 Jun ABS Input-output tables 2016-17 - 

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

 

Next week’s data and events, 17 June – 21 June 2019 

Day Date Data/event 
Data period  
due for release 

Previous release 

Tue 18 Jun 
ABS Residential Property Price 
Index 

Mar (Q) Dec (Q): -2.4% q/q, +5.1% p.a. 

  RBA Board Meeting Minutes Jun (M) Jun: Cash rate 1.50% 

Thu 20 Jun ABS Demographic Statistics Dec (Q) 
Sep (Q): 1.6% p.a. and +395,100 
people 

  
ABS Labour Force, Detailed 
Quarterly 

May (Q) Feb (Q): - 

  
Speech by Philip Lowe, RBA 
Governor, The Labour Market and 
Spare Capacity 

Jun (M) - 

  RBA Bulletin Jun (Q) Mar (Q): - 

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 indicators 
Economic activity, investment and employment Prices, wages and interest rates 

Real GDP, % p.a.   Mar (Q) 1.8% ▼ Headline CPI, % p.a. Mar (Q) 1.3%▼ 

Real Business Investment % p.a.            Mar (Q) -1.9%▲ Core CPI, % p.a. Mar (Q) 1.4%▼ 

Employment, % p.a. trend  May (M) 2.7% ▲ WPI, % p.a.   Mar (Q) 2.3% - 

Unemployment rate, % trend  May (M) 5.1%  - RBA cash rate, % Jun (M) 1.25 ▼ 

 

Australian Industry Group monthly performance of industry indices 
  Australian PMI®   May (M)     52.7 ▼ 

  Australian PSI®   May (M)     52.5 ▲ 

 Australian PCI®   May (M)     40.4 ▼ 
M = monthly. Q = quarterly. All data are seasonally adjusted unless otherwise noted. 
Arrows represent direction of movement relative to last observation. Sources: ABS various data, Ai Group. 

Australian economy: latest full-year growth rates and government forecasts 

RBA, SoMP (May 2019) 
Dec 18 

e 
Jun 19 

f 
Jun 20 

f 
Jun 21 

f 
  

GDP, % change p.a., year end 2.3 1.7 2.7 2.8   

Unemployment rate, %, year end 5.0 5.0 5.0 4.8   

Inflation (CPI), % change p.a., year end 1.8 1.7 2.0 2.1   

Wages (WPI), % change p.a., year end 2.4 2.4 2.5 2.6   

Treasury, Federal Budget 2019-20 (Apr 2019) 
2017-18 

e 
18-19 

f 
19-20 

f 
20-21 

f 
21-22 

p 
22-23 

p 

GDP, % change p.a., year average 2.8 2.25 2.75 2.75 3.0 3.0 

  Household consumption, % p.a., year average 2.8 2.25 2.75 3.0 - - 

  Dwelling investment, % p.a., year average 0.2 0.5 -7.0 -4.0 - - 

  Business investment, % p.a., year average 6.0 1.0 5.0 4.5 - - 

Employment growth, % p.a., year end 2.7 2.0 1.75 1.75 1.5 1.5 

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

Inflation (CPI), % change p.a., year end 2.1 1.5 2.25 2.5 2.5 2.5 

Wages (WPI), % change p.a., year end 2.1 2.5 2.75 3.25 3.5 3.5 

Terms of trade, % change p.a., year end 1.9 4.0 -5.25 -4.75 - - 

e = estimate. f = forecast. p = projection. Sources: ABS various data; RBA Statement on Monetary Policy (SoMP), latest quarter; Australian 
Treasury, Federal Budget 2019-20 (April 2019). 
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