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16 August 2019 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

Business conditions and confidence remained muted in July. The NAB business conditions index 

fell again and, although confidence picked up a notch, both indexes remain below average. 

Consumer confidence also remains below average, despite a lift back to a ‘net neutral’ result in 

early August, after ‘net pessimism’ scores in June and July. These recent trends in business and 

consumer confidence confirm relatively weak conditions have set in across most non-mining 

sectors, as has been evident for some time in Ai Group’s monthly business performance reports 

for manufacturing, services and construction (the Ai Group Australian PMI, Australian PSI and 

Australian PCI https://www.aigroup.com.au/policy-and-research/economics/economicindicators/). 

Australia’s labour market continued to send mixed messages in July. The ABS estimates that 

national labour force participation rose to a record high of 66.1% of the adult population, with 

record high participation among women and older people (over 55 years) and a stabilisation in 

male participation. The labour market continues to attract people into active participation (working 

or seeking work) despite our ageing population and slow wages growth, both of which should, 

theoretically, be dampening participation. Jobs growth remains relatively strong for now, with net 

employment growing by 2.7% p.a. in July (trend), but the strength of participation meant the 

unemployment rate was stuck at 5.2% (seasonally adjusted, or up to 5.3% in trend terms). Labour 

demand might be weaker than is suggested by this headline jobs growth however, since 

aggregate hours worked were flat in the month and up by a more modest 1.8% p.a. in July (trend). 

Looking ahead, the latest SEEK job ads data confirms labour demand is weaker in 2019, but it is 

possibly not getting worse. The total number of jobs advertised on SEEK this month grew by 0.2% 

m/m in July but it was 7.8% lower than a year earlier. Sectors with strong demand in July included 

community services (+10.3% p.a.), education & training (+9.8% p.a.), science & technology 

(+7.1% p.a.), healthcare & medical (+5% p.a.) and mining & energy (+3.6% p.a.). Job ad numbers 

declined in all states and territories in the year to July, except the ACT (+12.2% p.a.). 

The ABS wage price index (WPI, released this week) rose by 0.6% q/q and 2.3% p.a. in Q2 2019. 

This was the same annual pace as wages growth in Q1 of 2019 and in 2018, despite some larger 

pay increases in healthcare and parts of the public sector. Separate ABS data that estimates 

average weekly ordinary time earnings (AWOTE) indicate that average weekly earnings 

(excluding bonuses and overtime) rose by 3.1% in the year to May 2019. These wage trends 

were also evident in the latest SEEK job vacancies data, with advertised salaries up by an 

average of 2.4% p.a. in July. Across all of these data, jobs and wage growth is strongest in 2019 

in the public sector and especially in health and social care services. 

https://www.aigroup.com.au/policy-and-research/economics/economicindicators/
https://www.aigroup.com.au/policy-and-research/economics/economicindicators/
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Business conditions fall and confidence remains below average in July 

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

July 2019 (results over zero indicate ‘net positive’ conditions in this survey), after a short-lived 

and very slight improvement in June. Although this indicates a mildly ‘net positive’ result, it is well 

below the historical average (6 points) for this index. The business confidence index edged up in 

July to a mildly ‘net optimistic’ result (4 points) but it also remains below its historical average. 

The fall in conditions in July reflected a fall in the employment sub-index (from 5 points to zero) 

and a small fall in trading conditions (from 7 to 6 points). The profitability index ticked up from a 

net negative result in the previous two months to zero in July, indicating net stability. Across the 

industries that are included in the NAB business survey, construction, retail trade and wholesale 

trade saw sharp declines in conditions in July, partially offset by a better month in mining, transport 

& utilities, finance, business & property services. Conditions remained strongest in mining and 

weakest in retail trade. remains weakest. Manufacturing and wholesale trade were also weak. 

The latest declines in conditions in both the NAB and Ai Group business surveys confirms a 

sizeable step down in pace since late 2018 (chart 1). Average business conditions appeared to 

be (finally) returning to pre-GFC levels through 2017 and early 2018, but 2019 has been far less 

positive, with conditions in both Ai Group and NAB surveys dropping to a weak (but positive) level. 

Consumer confidence also remains below average, with the Westpac-Melbourne Institute Index 

of consumer sentiment rising by 3.6% to 100 points (a ‘net neutral’ result) in early August. This 

came after two months of ‘net pessimism’ scores in June and July. Consumer concerns about 

unemployment, buying a house and buying major household items all improved in early August. 

Chart 1: Ai Group business conditions composite index* and  

NAB business conditions, 3 month average to July 2019 

 
* weighted composite of Ai Group Australian PMI®, PSI® and PCI®. Sources: Ai Group and NAB. 
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Participation at a record high, jobs growth strong, unemployment stable 

The ABS estimates that total employment1 rose by 41,100 in July after falling in June (revised to 

a fall of 2,400 from an increase of 500). Despite this good rate of employment growth, the national 

unemployment rate remained at 5.2% because the participation rate (that is, the proportion of the 

adult population who are employed or looking for work) rose to another record high of 66.1% of 

the adult population (seasonally adjusted). Even after seasonal adjustment, these monthly labour 

market data are volatile and are subject to revision. For these reasons, the ABS recommends the 

trend estimates as the best guide to underlying patterns in the labour market (see Table 1). 

In trend terms, labour force participation rose to 66.1% of the adult population, largely due to 

greater numbers of women and older workers entering (or staying in) the labour market. The 

participation rate for women has risen to a record high of 61.1% (see chart 2), while the 

participation rates for older people (over 55 years old) have risen significantly for men and women. 

The participation rate for men has stabilised for now, although the longer-term trend is toward 

lower participation rates for men (largely associated with increased education participation among 

younger men). This recent rise in participation is a positive development. It is occurring despite 

Australia’s ageing population (older populations usually have lower participation rates) and 

despite relatively slow wages growth (lower pay rates might discourage some job seekers). 

These very strong participation rates meant the labour force is growing by more than the 

workforce and so the unemployment rate ticked up to 5.3% in July (chart 3). The unemployment 

rate has now risen for seven consecutive months in 2019, after a recent low of 5.0% in December 

2018. This has occurred despite relatively good employment growth over the same period. Total 

employment increased by 24,600 (+0.2% m/m) in July and 339,200 (2.7% p.a.) over the past year. 

Over three quarters of the increase in employment over the year to July was in full-time work. 

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

Total employed persons 12,915 24.6 0.2 339.2 2.7 
 full-time (35+ hours p.w.) 8,849 15.1 0.2 257.0 3.0 
 part-time (<35 hours p.w.) 4,066 9.6 0.2 82.2 2.1 
Aggregate hours worked 1,776,561 541.8 0.0 30,810.8 1.8 
Labour force 13,631 31.2 0.2 350.7 2.6 
Adult civilian population 20,621 34.4 0.2 360.9 1.8 

 
Number 
‘000 

Rate 
% of labour force 

Percentage point change 
from one year ago 

Unemployment 715.6 5.3  -0.0  
Underemployment 1,141.6 8.4  -0.0  
Underutilisation 1,857.1 13.6  -0.1  

 
 

Rate, 
 % of adult population 

Percentage point change 
from one year ago 

Participation rate   66.1  0.6  

Employment to population ratio  62.6  0.6  

Source: ABS, Labour force Australia, July 2019. 

                                                 
1 Total employment includes all working people including employees, casuals, self-employed and business owners. 
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Chart 2: Full-time and part-time employment growth (trend) 

 

Source: ABS, Labour force Australia, July 2019. 

Chart 3: Measures of spare capacity (trend) 

 

Source: ABS, Labour force Australia, July 2019. 

The relatively strong rate of headline employment growth however, might be overstating the 

strength of labour demand. Growth in total hours worked is rather slower, at 1.8% p.a. in July, 

pushing down average hours worked per worker. Growth in total hours worked tends to respond 

earlier to changes in the economic cycle than does ‘headcount’ employment growth. It has slowed 

significantly since early 2019, from 2.4% p.a. in March 2019.  
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Along with other leading indicators of the labour market (such as hiring intentions of firms, job ads 

and vacancies), slower growth in total hours worked suggest there is spare capacity in the labour 

market and that employment growth will moderate in the coming months. 

Chart 4: employment and hours worked, annual growth (trend) 

 

Source: ABS, Labour force Australia, July 2019. 

Across the states, employment growth remained concentrated in NSW and Victoria in July. 

Queensland jobs growth also picked up pace in the month. Over the year, 88% of net jobs growth 

has been in these three states. Jobs growth is notably weaker elsewhere. Unemployment rates 

are also lower in NSW and Victoria (and the two territories) than in other states (table 2). 

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

 Employment growth 
Part time 
workers Unemployment 

Under-
employment 

Under-
utilisation Participation 

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

NSW 11.5 138.7 3.5 30.4 4.5 7.8 12.3 66.0 

VIC 5.0 109.7 3.3 32.2 4.8 8.5 13.2 66.1 

Qld 6.1 51.7 2.1 31.0 6.4 8.6 15.0 66.0 

SA 0.3 13.4 1.6 35.5 6.3 9.0 15.4 63.4 

WA 3.7 15.4 1.2 31.7 5.9 9.3 15.2 68.3 

Tas 0.2 -2.2 -0.9 38.6 6.7 10.4 17.1 60.3 

NT 0.3 -7.9 -5.8 22.9 4.9 6.3 11.2 71.3 

ACT 0.9 3.7 1.6 28.4 3.5 5.5 9.0 70.1 

Aus 24.6 339.2 2.7 31.5 5.3 8.4 13.6 66.1 

Source: ABS, Labour force Australia, July 2019. 
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Private sector wage growth remains muted in Q2 2019 

The ABS wage price index (headline WPI, for wage rates excluding bonuses) rose by 0.6% q/q 

and 2.3% p.a. in Q2 2019. This was about the same pace as wages growth in Q1 of 2019 and in 

2018. It indicated no acceleration in wages despite some larger increases in healthcare and parts 

of the public sector. Indeed, the headline WPI for all sectors has risen by a modest 0.5% or 0.6% 

q/q in every quarter but one (0.4% in Q3 of 2016) since June 2014. In annual growth terms, the 

WPI has been treading water at around 2.3% p.a. since June 2018. It has at least lifted from its 

recent low of 1.9% p.a. in 2016-17. This extended period of slow wage growth has been 

shadowed by even slower inflation rates, with headline CPI rising by just 1.6% p.a. in Q2 2019. 

Wage inflation (rises in the WPI) has been stronger than inflation (rises in the CPI) in most 

quarters since the GFC, indicating a (modest) improvement in average real wages over this period. 

Wage rises for employees paid via enterprise bargaining agreements (EBAs) or via awards linked 

to the minimum wage have received larger wage rises in recent years than the average indicated 

by the WPI (chart 5). This suggests that workers paid through other methods (e.g. individual 

agreements or above-award rates) have received wage rises that are slower than average. 

Wage rises remained notably stronger in the public (government) sector (+0.8% q/q and 2.6% 

p.a.) than in private sector businesses (+0.5% q/q and 2.3% p.a.) in Q2 2019. Public sector wage 

rises have been equal to or larger than private sector wage rises in every quarter since March 

2013. The ABS noted that “the most significant contribution to wage growth this quarter came 

from the public sector component of the health care and social assistance industry, where a 

number of large increases were recorded in Victoria under a plan to ensure wage parity with other 

states”. Across private sector industries, wage growth was strongest in 2018-19 in industries with 

more jobs growth (e.g. healthcare) or skill shortages (e.g. utilities and education) (chart 6). 

Chart 5: Australian wage and inflation measures, % p.a. 

 
Sources: ABS, Wage Price Index, Consumer Price Index, Jun 2019; FWC; Attorney-General’s Department. 
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Chart 6: Private sector wages (WPI) by industry, % p.a. 

 
Source: ABS Wage Price Index, June 2019. 

 

Average growth in weekly earnings accelerates in year to May 2019 

In addition to the WPI (which measures houly wage inflation every quarter), the ABS also 

estimates nominal average weekly earnings twice per year. This measure considers changes 

over time in the composition of Australia’s labour force, such as variations in the mix of 

occupations and industries and the proportions of full-time, part-time, casual and junior 

employees. This enables meaningful comparisons of total earnings between groups of workers. 

Along with other measures of wage growth, this indicates that average national wage growth is 

continuing to accelerate very mildly from the recent lows observed in Q1 of 2017 (chart 7). In 

dollar terms, the ABS estimates that nominal Full-time Average Weekly Ordinary Time 

Earnings 2  (AWOTE, excluding overtime and bonuses) for full-time workers increased to 

$1,634.80 in May 2019. This was an increase of $49.50 or 3.1% over the year, which is stronger 

than the previous rise in AWOTE (in August 2018) and slightly stronger than the 2.3% p.a. rise in 

the WPI in the year to June 2019 (chart 8). AWOTE tends to be a more volatile measure of wage 

growth than the WPI, because it is not adjusted for changes in employment growth or 

compositional changes such as stronger jobs growth in higher paying industries such as 

professional services, healthcare and education (chart 9). Its growth can therefore indicate 

stronger growth in higher-paid roles and/or pay rises for existing jobs on a like-for-like basis.  

                                                 
2 The AWOTE and WPI data are not directly comparable and are used for different purposes. Earnings data 
measures average weekly earnings of employees at a point in time as opposed to the WPI, which measures hourly 
wage inflation for a ‘basket’ of jobs. 
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Chart 7: Annual growth in AWOTE and WPI 

 

Source: ABS, Average Weekly Earnings, May 2019; ABS, Wage Price Index June 2019 

Chart 8: AWOTE and jobs growth by industry, year to May 2019 

 
Source: ABS, Labour Force Australia Detailed Quarterly, May 2019; Average Weekly Earnings, 

May 2019 
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This week’s data and events, 12 August – 16 August 2019 

Day Date Data/event Data period  Result 

Tue 
13 
Aug 

NAB Business Survey Jul (M) 
Conditions: 2 index points 
Confidence: 4 index points 

Wed 
14 
Aug 

ABS Wage Price Index Jun (Q) +0.6% q/q, +2.3% p.a. 

Thu 
15 
Aug 

ABS Labour Force Jul (M) 
emp growth +2.7% p.a.,  
unemp. rate 5.3% (trend) 

  ABS Average Weekly Earnings May (H) 
Average weekly ordinary time 
earnings $1634.80, +3.1% p.a. 

  
ABS Overseas Arrivals and 
Departures 

Jun (M) 
Visitor arrivals 791,900, +3.1% p.a. 
Resident returns 953,700,  
+2.9% p.a. 

  SEEK job advertisements Jul (M) +0.2% m/m, -7.8% p.a. 

  
RBA Speech by Guy Debelle, 
Deputy Governor – Risks to the 
Outlook 

Aug (M) - 

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

Next week’s data and events, 19 August – 23 August 2019 

Day Date Data/event 
Data period  
due for 
release 

Previous release 

Mon 19 Aug    

Tue 20 Aug Minutes of RBA Board Meeting Aug Aug cash rate: 1.00% 

Wed 21 Aug    

Thu 22 Aug 
ABS Characteristics of Australian 
Exporters 

2017-18 - 

Fri 23 Aug    

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 growth, % p.a.  Mar (Q) 1.8% ▼ Headline CPI, % p.a. Jun (Q) 1.6%▲ 

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

Employment growth, % p.a. trend Jul (M) 2.7%  - WPI, % p.a.   Jun (Q) 2.3% - 

Unemployment rate, % trend  Jul (M) 5.3%  - RBA cash rate, % Aug (M) 1.00   - 

 

Australian Industry Group monthly performance of industry indices 
Australian PMI®   Jul (M)   51.3 ▲ 

Australian PSI®    Jul (M)   43.9 ▼ 

Australian PCI®    Jul (M)    39.1 ▼ 

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 (August 2019) 
Jun 19 
est. / f 

Dec 19 
f 

Jun 20 
f 

Jun 21 
f 

  

GDP, % change p.a., year end 1.7 (f) 2.4 2.7 3.0   

Unemployment rate, %, year end 5.2 (e) 5.2 5.2 5.1   

Inflation (CPI), % change p.a., year end 1.6 (e) 1.7 1.7 2.0   

Wages (WPI), % change p.a., year end 2.3 (e) 2.3 2.3 2.4   

Treasury, Federal Budget 2019-20 (Apr 2019) 
18-19 

f 
Dec 19 

f 
19-20 

f 
20-21 

f 
21-22 

p 
22-23 

p 

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

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

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

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

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

Unemployment rate, %, year end 5.0 - 5.0 5.0 5.0 5.0 

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

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

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

e = ABS 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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