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31 May 2019 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

Private sector capital expenditure (CAPEX) in the March quarter (Q1) of 2019 and estimates of 

future CAPEX were the most significant new data released this week. The ABS estimate private 

sector CAPEX in Q1 of 2019 fell by 1.7% q/q to $29.3 billion. Declines in investment were broadly 

based across mining, manufacturing and ‘other selected industries’ (mainly services and 

construction). Weaker than expected CAPEX data, along with subdued construction work and 

retail sales data in Q1 suggests that GDP growth in Q1 will be low (GDP data is released next 

week). 

Looking ahead, the data released by the ABS indicated that Australian businesses plan to invest 

$122.2 billion in 2018-19, an increase from $119.4 billion in 2017-18 (after applying realisation 

ratios). For 2019-20, CAPEX plans are on the subdued side and could suggest that businesses 

may be scaling back investment intentions against a backdrop of slower growth in the Australian 

economy. The second (very preliminary) estimate of CAPEX intentions in 2019-20 suggests total 

CAPEX could fall by 3.5% p.a. 

Building approvals data released this week suggests further declines in dwelling investment with 

the number of residential building approvals in April falling by 4.7% m/m (seasonally adjusted). 

April also marked the lowest level for monthly approvals since June 2013. 

CAPEX declines in Q1 2019 

The latest ABS estimate of private sector investment (CAPEX) indicates total CAPEX decreased 

by 1.7% q/q in Q1 2019 to be down by 1.9% over the year (inflation-adjusted and seasonally-

adjusted). CAPEX was driven lower in Q1 by decreased spending on ‘buildings and structures’ 

which fell -2.8% q/q and -5.5% p.a. (see table 1). Expenditure on ‘plant and equipment’ (which 

flows directly into GDP, to be released next week) was broadly stable in Q1 (-0.5% q/q), although 

over the year it posted a relatively positive reading of +2.4% p.a. 

The CAPEX survey captures around 60% of total business investment. It excludes spending from 

industries such as agriculture, health and education. Among the industries that are included, 

mining CAPEX fell by 1.3% to $7.8 billion – which was the lowest quarterly mining CAPEX since 

Q3 2007 (see chart 1). This further decline reflects the winding down of work on the remaining 

LNG projects. Mining CAPEX currently accounts for just over one-quarter of total CAPEX, down 

from its peak of 59% in 2013. 
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Table 1: CAPEX, key numbers in Q1 2019 (real volumes) 
Real CAPEX per qtr Size Growth rate Growth rate 

Seasonally adjusted $mn per qtr % change q/q % change y/y 

By type of asset:    

Buildings & structures 15,490 -2.8 -5.5 

Equipment, plant & machinery 13,801 -0.5 2.4 

By Industry:    

Mining 7,829 -1.3 -12.9 

Manufacturing 2,149 -7.4 -8.5 

Other Selected Industries 19,313 -1.2 4.3 

All industries other than mining 21,462 -1.9 -2.8 

All CAPEX 29,291 -1.7 -1.9 

Source: ABS, CAPEX, Mar 2019. 

In the non-mining sectors, “other selected industries” (including retail, wholesale, transport utilities 

and construction) investment fell by -1.2% q/q but rose by 4.3% p.a. to $19.3 billion in Q1. It 

accounted for 66% of total CAPEX in Q1.  

CAPEX in manufacturing also moved lower over the quarter and over the year, a likely reflection 

of a softening in business conditions across the broader economy led by the housing downturn. 

Within manufacturing, CAPEX was highest in the year to Q1 in the food ($2.2 billion) and basic 

chemicals ($1.4 billion) sectors but was down from recent peaks in both sectors (in annual 

nominal dollars). CAPEX in other manufacturing sectors was relatively flat or declined over the 

year to Q1 2019. This largely reflects their relative performance in the Ai Group Australian PMI® 

over the past two years, with food and beverages tending to outperform other manufacturing 

sectors in output, exports, sales and forward orders. 

Across the states, CAPEX growth in Q1 was strongest in South Australia (albeit from a smaller 

and more volatile level) with that state’s CAPEX up by 9.9% q/q and 37.3% p.a. in real, seasonally 

adjusted terms (chart 2). Victoria which accounts for 21% of all CAPEX captured in this survey 

remained a solid performer (+4.4% q/q and 12.5% p.a.).  

NSW investment (28% of all CAPEX) fell by 3.8% q/q but was up 5.0% over the year to Q1. 

CAPEX was also weaker in W.A. (-5.3% q/q and -19.1% p.a.) while QLD CAPEX was unchanged 

in Q1, although still +5.4% p.a. higher over the year. 
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Chart 1: CAPEX by major industries, to Q1 2019 (real volumes) 

 

  Source: ABS, CAPEX, Mar 2019 

 
Chart 2: Annual CAPEX by states, to Q1 2019 

 

Source: ABS, CAPEX, Mar 2019 
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Non-mining CAPEX plans mildly positive for 2019-20 

This latest CAPEX release included the last (sixth) estimate of business plans for annual CAPEX 

in 2018-19 and the second estimate of their plans for annual CAPEX in 2019-20. The last (sixth) 

estimate of business CAPEX plans for 2018-19 indicate that Australian businesses plan to invest 

a total of $122.2 billion. This is 3.8% higher than the same estimate (Estimate 6) for 2017-18 (the 

equivalent estimate for one year earlier) and 3.7% higher than Estimate 5 for 2018-19 (the 

previous estimate for this current year).  

Once adjusted for probable realisations (based on an average realisation ratio of the past five 

years), total CAPEX in 2018-19 will be around $122.0 billion, which implies that total CAPEX will 

be 2.4% above the actual level of CAPEX one year earlier, at $119.4 billion in nominal terms. 

Within these totals, the composition of CAPEX, suggests falling mining industry CAPEX in 2018-

19 (-6.2%), which is still coming down from record-high peaks. However, this is expected to be 

offset by a continued rise in non-mining CAPEX which looks set to rise by 7.5% in 2018-19 to 

$89.2 billion following growth of 9.7% p.a. in 2017-18. This will include higher CAPEX spending 

in both manufacturing (+2.9% p.a.) and businesses outside mining and manufacturing (+8.1% 

p.a.) compared to their levels in 2017-18 (table 2). 

Table 2: Actual and expected CAPEX per year, Q1 2019 

 2017-18 (actual) 2018-19 (estimate 6)* 2019-20 (estimate 2)* 

Nominal dollars per year $mn % p.a. $mn % p.a. $mn % p.a. 

Mining       

Buildings and structures 29,390 -11.7 25,512 -13.2 24,872 -2.5 

Plant and equipment 6,999 27.9 8,493 21.3 8,137 -4.2 

All mining 36,389 -6.1 34,132 -6.2 33,642 -1.4 

Manufacturing       

Buildings and structures 2,597 4.9 2,534 -2.4 2,779 9.7 

Plant and equipment 6,854 7.1 7,200 5.1 6,956 -3.4 

All manufacturing 9,451 6.5 9,727 2.9 9,719 -0.1 

Other selected industries       

Buildings and structures 35,200 19.9 38,229 8.6 39,581 3.5 

Plant and equipment 38,320 2.4 41,055 7.1 39,916 -2.8 

All 'other selected 
industries' 

73,520 10.1 79,442 8.1 80,937 1.9 

All buildings and structures 67,187 3.2 65,979 -1.8 65,053 -1.4 

All plant and equipment 52,174 5.8 56,777 8.8 55,220 -2.7 

ALL CAPEX 119,361 4.3 122,193 2.4 117,975 -3.5 

all non-mining CAPEX 82,971 9.7 89,169 7.5 90,656 1.7 

     Source: ABS, CAPEX, Mar 2019  *Five-year average realisation ratio applied. 
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Looking further ahead, the second estimate of total CAPEX for 2019-20 was $7.0 billion higher 

than the first estimate for 2019-20 and 13% higher than the same estimate from one year earlier 

(the second estimate for 2018-19). Businesses tend to underestimate the level of future CAPEX 

that actually eventuates since new investment projects tend to be added to the pipeline 

progressively through the year. Based on average realisation ratios of the past five years (and in 

nominal dollars), this second estimate of CAPEX for 2019-20 implies a slight fall in total annual 

CAPEX in 2019-20, down 3.5% p.a. from the estimate for 2018-19. 

The mix of investment plans by industry indicates that mining CAPEX is likely to again fall (-1.4% 

p.a.), although the rate of decline is set to show a further easing with the downturn in mining 

investment now largely complete. Manufacturing CAPEX is likely to be stable in 2019-20 (-0.1% 

p.a.) while CAPEX for the services industries is expected to rise by 1.9% p.a. The CAPEX survey 

implies slower growth for nominal annual CAPEX in 2019-20, for services industries and for total 

non-mining CAPEX, than is estimated for 2018-19 and was experienced in 2017-18 (chart 3). 

There is a risk that non-mining CAPEX plans have been scaled back given the weakness in 

consumer spending and relatively soft business conditions. This could negatively impact on future 

productivity growth, which is the key to ensuring sustained growth in wages and incomes. 

Chart 3: Actual and expected CAPEX per year, Q2 2019 

 

Source: ABS, CAPEX, Mar 2019 
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Building approvals weakness continues in April 

The latest ABS monthly building approvals data show that the total number of approvals 

(residential and non-residential) fell by 4.7% m/m in April (seasonally adjusted), to be 24.2% lower 

than a year earlier. This continued drop in approvals from historic highs is against a backdrop of 

softer demand, tighter lending conditions and falling prices.  

Much of the decline in April was in the number of private sector “other dwellings” approvals 

(apartments, flats and townhouses), particularly in NSW, Victoria and Queensland. This category 

fell by 6.5% m/m to be 28.8% lower over the year. Private sector house approvals maintained 

their steady decline in April, dropping a further 2.6% m/m in April following a 3.5% m/m fall in 

March, to be down 20.5% over the year to April (chart 4). 

Private sector “other dwellings” and private sector house approvals are now well below their 

recent peaks, down by 21.5% and 55.8% respectively with the on-going decline pointing to 

continued weakness in residential construction over the remainder of 2019. 

Most states, except Queensland (+11.3% m/m) and NSW (+4.8%m/m) experienced falls in the 

number of building approvals in April. The sharpest drop was in Victoria (-16.1% m/m), followed 

by Tasmania (-19.1% m/m), Western Australia (-6.7%m/m) and to more modest extent in South 

Australia (-3.3% m/m).  

Chart 4: Value of building approvals per month, to March 2017

 

Source: ABS, Building Approvals, Apr 2019 
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In value terms, building approvals increased by 4.9% in April but were 8.0% lower than a year 

earlier (trend). The value of residential approvals fell by 0.9% m/m and 18.1% p.a., including a 

fall of -1.1% m/m and -20.6% p.a. in the value of new home construction while the value of home 

renovation activity (a smaller but valuable segment) was unchanged 5.4% m/m following growth 

over the previous four months. 

The value of non-residential building approvals increased by 1.0% m/m (trend) to be 4.0% over 

the year. Conditions across the sector are mixed, although the pipeline of work remains relatively 

healthy across key commercial building categories, including offices, retail, warehouses and 

industrial buildings. This and the demands of a growing population, particularly in the eastern 

states, is likely to ensure healthy underlying support for commercial construction activity in the 

months ahead. 

 

Chart 4: Value of non-residential building approval by state, trend 

 

Source: ABS, Building Approvals, Apr 2019 
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This week’s data and events, 27 May – 31 May 2019 

Day Date Data/event Data period  Result 

Thu 30 May ABS Building Approvals Apr (M) -4.7% m/m, -24.2% p.a. 

  
ABS Private New Capital Expenditure 
and Expected Expenditure 

Mar (Q) -1.7% m/m, -1.9% p.a. 

Fri 31 May ABS Australian Industry  2017-18 (A) - 

  RBA Financial Aggregates Apr (M) 0.2% m/m, +3.7% p.a. 

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

 

Next week’s data and events, 3 June – 7 June 2019 

Day Date Data/event 
Data period  
due for release 

Previous release 

Mon 3 Jun Australian PMI® May (M) Apr (M): 54.8 points 

  ABS Business Indicators Mar (Q) 
Dec (Q): Gross operating profits 
+0.8% q/q, +10.5% p.a. 

Tue 4 Jun ABS Retail Trade Apr (M) 
Mar (M): nominal turnover +0.1% 
m/m 

  ABS Balance of Payments Mar (Q) Dec (Q): +$8.4bn (surplus) 

Wed 5 Jun Australian PSI® May (M) Apr (M): 46.5 points 

  ABS National Accounts Mar (Q) Dec (Q): Real GDP +2.3% p.a. 

Thu 6 Jun ABS Industrial Disputes Mar (Q) Dec (Q): Working days lost 30,700 

  
ABS International Trade in Goods and 
Services 

April (M) 
Mar (M): balance on goods and 
services $4.9 bn (surplus) 

Fri  7 Jun Australian PCI® May (M) Apr (M): 42.6 points 

  Lending to Households & Businesses Apr (M) 
Mar (M) Lending to business:  
-1.5% m/m, -4.2% 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 indicators 
Economic activity, investment and employment Prices, wages and interest rates 

Real GDP, % p.a.   Dec (Q) 2.3%▼ Headline CPI, % p.a. Mar (Q) 1.3%▼ 

Real business investment % p.a.             Dec (Q) 1.9%▲ Core CPI, % p.a. Mar (Q) 1.4%▼ 

Employment, % p.a. trend  Apr (M) 2.5%▲ WPI, % p.a.   Mar (Q) 2.3% - 

Unemployment rate, % trend  Apr (M) 5.1% - RBA cash rate, % May (M) 1.50  - 

 

Australian Industry Group monthly performance of industry indices 
  Australian PMI®   Apr (M)     54.8 ▲ 

  Australian PSI®   Apr (M)     46.5 ▲ 

 Australian PCI®   Apr (M)     42.6 ▼ 
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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