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5 April 2019 

AUSTRALIAN ECONOMIC DEVELOPMENTS 

This week the Reserve Bank of Australia (RBA) left the cash rate on hold at a record low of 1.50%. 

The last change was a rate cut in August 2016. The RBA’s accompanying statement noted that 

the “GDP data paint a softer picture of the economy than do the labour market data” and that risks 

to the outlook are increasing. Looking ahead, the RBA expects inflation and wages to accelerate 

gradually from here, as spare capacity in the labour market is absorbed (that is, as unemployment 

and underemployment fall). Wages already appear to be accelerating from 2017’s trough, with 

the latest Trend in Enterprise Bargaining Agreement (EBA) Report indicating an average 

annualised wage increase of 3.0% p.a. for new private sector EBAs in Q4 of 2018. More 

information is available in Ai Group’s latest Fact Sheet on EBAs here. 

The annual Federal Budget was released one month earlier than usual this year, in April instead 

of May. A handful of budget measures started immediately, including immediate tax deductions 

for small to medium businesses (up to $50mn in turnover) purchasing assets worth up to $30,000. 

The remainder of this budget’s proposals will need to be passed by the Australian Parliament 

after the forthcoming election, in order to be implemented on the dates proposed. More 

information about this Federal Budget is available here: Ai Group Federal Budget 2019-20. 

The latest economic data continue to indicate slower economic conditions for Australian 

businesses in 2019. Ai Group’s Australian Performance of Manufacturing, Services and 

Construction indexes (released this week) showed the manufacturing recovery slowing again in 

March, while the services industries and the construction industry remained in contraction.  

Confirming this downward shift, the latest ABS building approvals data showed the total number 

of dwelling units approved was 22% lower over the year to February 2019, despite a jump in 

apartment approvals in the month (trend). Monthly retail sales are also slow, with total nominal 

sales up by just 2.9% p.a. in February (trend). With inflation tracking at around 1.8%, this implies 

real retail sales growth of just 1% over the year. Even as the domestic economy appears to be 

weaker, Australia’s external earnings are getting stronger; Australia’s trade balance rose to a 

record $4.8 billion in February due to an 11% rise in iron ore export earnings (seasonally adjusted). 

This will add to national income (and government tax revenues) in Q1 2019, despite slower activity 

elsewhere in the local economy. 

  

https://docs.jobs.gov.au/documents/trends-federal-enterprise-bargaining-report-december-2018
https://www.aigroup.com.au/policy-and-research/economics/economicsfactsheets/
https://www.aigroup.com.au/policy-and-research/federal-budget-2019-20/
https://www.aigroup.com.au/policy-and-research/economics/economicindicators/
https://www.aigroup.com.au/policy-and-research/economics/economicindicators/
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Weak domestic economic condition in March 

The Ai Group Australian Performance of Manufacturing, Services and Construction indexes 

(released this week) indicated weak economic conditions for Australian businesses in March 2019. 

The Australian PMI® fell 3.0 points to 51.0 in March, while still in expansion, the manufacturing 

sector has been trending lower since mid-2018 (results above 50 points indicate expansion, with 

the distance from 50 points indicating the strength of the increase). Metal product manufacturers, 

and businesses in the machinery & equipment and building products sectors slowed further, as 

drought and the slump in residential construction disrupted demand. More positively, 

manufacturers in the ‘textiles, clothing, footwear, paper and printing’ and ‘food and beverages’ 

sectors reported better demand, as the lower Australian dollar is helping to stabilise exports. 

The Ai Group Australian Performance of Services and Construction Indexed (Australian PSI® 

and Australian PCI®) both improved slightly in March 2019 but continued to indicate contraction. 

Services businesses reported weaker customer demand in March, with business-oriented sectors 

noting slower sales. Across the construction sectors, the reduction in approvals from historic highs 

(see below) is weighing on residential construction. Commercial construction is also detracting 

from industry-wide performance. In combination, these three Ai Group indexes have slowed to 

‘stable’ economic conditions at best for Australian businesses, as of March 2019 (chart 1). 

Collectively, the Ai Group surveys indicate weaker economic conditions than the latest NAB 

business survey, which ticked up in March. This gap reflects the fact that the NAB survey (but not 

the Ai Group surveys) includes the mining sector which is benefitting from high commodity prices 

and strong export volumes (see ‘trade’ below). 

Chart 1: Ai Group and NAB business conditions indexes, to Mar 2019 

 

Sources: Ai Group and NAB, Feb 2019 
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Building approvals trending lower, despite surge in apartments in February 

The monthly building approvals data typically ‘lead’ building activity by 6 to 12 months. Over the 

year to February 2019, private sector house approvals were down by 14% p.a. while private sector 

dwellings excluding houses (i.e. apartments) were down by 9% p.a. (chart 2). This was despite 

the number of residential building approvals jumping by 19% m/m in February, driven by a 65% 

m/m surge in apartment approvals outweighing a 4% m/m slide for house approvals (seasonally 

adjusted). On a trend basis, there were almost 6,000 apartment approvals and 9,000 house 

approvals in February.  

Chart 2: Number of residential approvals per month 

 

Note: Darker lines are trend data, lighter lines are seasonally adjusted data. 

Source: ABS Building Approvals, Feb 2019 

Trends in non-residential building approvals (including commercial, industrial, education and 

health buildings) are more mixed. The total national value of non-residential approvals fell by 

2.1% over the year, to $3.7 billion in February. Approvals were lower in all states except NSW 

and Western Australia (trend data, chart 3). NSW bounced back from a dip in 2018 with the value 

of non-residential approvals recovering in late 2018, to reach $1.3 billion in February 2019. 

Approvals in Victoria flatlined in February at $1.1 billion, following a lull in 2018 (and after reaching 

a record high of $1.4 billion in 2017).  

A relatively healthy pipeline of projects including tourist accommodation, offices and aged care 

will continue to support activity in many states, despite the value of non-residential approvals 

falling from record levels. Across Australia, the total value of non-residential approvals over the 

12 months to February 2019 was $42.8 billion. This consisted of $15.4 billion in commercial 

building approvals, $6.1 billion in industrial building approvals and $21.3 billion in ‘other non-

residential’ (including education, health and aged-care facilities) approvals (chart 4 and table 1). 
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Chart 3: Value of non-residential approvals per month by state, trend 

 

Source: ABS Building Approvals, Feb 2019 

 

Chart 4: Value of non-residential approvals per year by type,  

12 month rolling sum, to Feb 2019 

 

Source: ABS Building Approvals, Feb 2019  
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Table 1: Value of non-residential approvals per year by type, Feb 2019 

Value of non-residential approvals, 
 annual total, year to Feb 2019 

Value 
($bn p.a.) 

m/m 
% 

y/y 
% 

Share 
% 

Commercial buildings 15.4 0.3 -17.7 36.0 

Retail and wholesale trade buildings 5.6 2.0 -25.4 13.1 

Transport Buildings 1.0 0.2 4.2 2.4 

Offices 7.9 -0.6 -14.6 18.5 

Commercial Buildings n.e.c. 0.8 -2.5 -8.6 1.9 

Industrial buildings 6.1 -2.6 -8.8 14.4 

Factories 1.3 -1.6 -1.1 2.9 

Warehouses 3.7 -2.7 -14.0 8.7 

Agricultural buildings 0.3 -2.5 -10.1 0.7 

Industrial buildings n.e.c. 0.8 -3.9 7.9 2.0 

Other non-residential buildings 21.3 -2.5 -13.6 49.7 

Education buildings 6.8 -6.6 -9.3 15.9 

Religion buildings 0.2 -1.7 -22.0 0.5 

Aged care facilities 1.9 1.4 -32.8 4.4 

Health buildings 2.7 -1.2 -12.1 6.3 

Entertainment buildings 2.6 -7.6 -25.8 6.1 

Short-term accom. buildings 3.9 6.7 3.0 9.2 

Other non-residential n.e.c. 3.1 -2.5 -13.8 7.2 

Total non-residential 42.8 -1.5 -14.5 100.0 

Source: ABS Building Approvals, Feb 2019 
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Retail sales surprise in February following weak Christmas sales 

Annual growth in retail sales slowed to 2.9% p.a. (in nominal trend terms), well below the decade 

average of 3.7% p.a. (2009 to 2018, see chart 5). It continues to trend down, following weak 

summer holiday sales. With headline inflation sitting at around 1.8% (headline CPI in Q4 2018), 

this weak rate of nominal growth implies real sales growth (inflation-adjusted) of just 1.1% p.a., 

which is well below the current population growth rate of 1.6% p.a. In turn, this implies an outright 

drop in local retail sales per person of about 0.5% p.a., in real volume (inflation-adjusted) terms. 

On a monthly growth basis however, retail sales looked to be improving, with a jump of 0.8% m/m 

in February 2019. This was the best monthly increase in many months. It followed sluggish growth 

of just 0.1% m/m in January and falling sales in December 2018 (nominal, seasonally adjusted). 

Chart 5: Nominal retail sales, annual growth, trend, to Feb 2019 

 

Source: ABS Retail Trade, Feb 2019. 

Across the retailing sectors, food retailers (mainly supermarkets) remain the brightest spot, with 

nominal sales rising by 0.8% m/m and 4.9% p.a. Food retailers account for 41% of total retail 

sales, up from 39% twenty years ago.  

Non-food retailers’ sales rose strongly in the month of February (+0.9% m/m) but did not recover 

all of the declines experienced over summer. Nominal sales improved across most retailer 

segments in February, with rises in department stores (+3.5% m/m), household goods retailing 

(+1.1% m/m) and clothing, footwear and personal accessory retailing (+1.6% m/m). Sales by 

‘other retailers’ and ‘cafes, restaurant and takeaway services’ were relatively unchanged in 

February. 
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Chart 6: Nominal retail sales growth, seasonally adjusted 

 

Source: ABS Retail Trade, Feb 2019. 

 

Online sales still account for a relatively low share of Australian retailers’ sales, but this share is 

increasing. Over the year to February 2019, total online sales were up by 13.8% p.a. and 

accounted for 5.6% of total retail sales, unchanged from January (see Chart 7). These online 

sales data are unadjusted (that is, not adjusted for seasonal events such as Christmas and 

Easter), so the growing popularity of online shopping events such as ‘Black Friday’ and ‘Cyber 

Monday’ is very evident in the monthly data (see Chart 7). These two online shopping ‘events’ 

are held every November and originate from the USA’s thanksgiving shopping sales. 

These online sales estimates are disaggregated into Australian ‘pure-play’ and ‘multi-channel’ 

retailers. Pure-play retailers trade with customers solely via an online store (i.e. they have no 

physical stores), while multi-channel retailers combine an online store with a physical store or 

another non-traditional sales method (for example catalogues, mail order and telephone-order 

sales).  

Most online sales with Australian retailers are with retailers that have a physical store. Multi-

channel Australian retailers accounted for 63% of online sales in February and 3.5% of total retail 

sales, while pure-play Australian retailers accounted for 37% of online sales and just 2.1% of total 

retail sales (Chart 7). 
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Chart 7: Online* share of total retail sales 

 

* Experimental estimates from the ABS (unadjusted data). Source: ABS Retail Trade, Feb 2019. 

Record trade surplus in February 

Australia’s trade surplus widened to a record $4.8 billion in February 2019, eclipsing the previous 

high of $4.7 billion in December 2016 (seasonally adjusted, see chart 8). This was driven by both 

an increase in export earnings (rising $77 million to $39.8 billion) and a fall in the value of imports 

(falling $374 million to $35.0 billion). 

Chart 8: Nominal trade balance, seasonally adjusted 

 

Source: ABS International Trade in Goods and Services Australia, Feb 2019 
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Export earnings were driven higher by an increase in ‘metal ores and minerals’ (mainly iron ore) 

earnings, which rose 11% m/m to be almost $1 billion higher in February, due to an increase in 

both export volumes and stronger prices. This was almost offset by a 13% m/m fall in ‘coal, coke 

and briquettes’ (mainly coal) exports. This was possibly due to a slowdown of thermal coal through 

Chinese customs checks. The drought is also hitting rural exports which dropped by $44 million 

over the month. Manufacturing exports also pulled back in February, dropping by 4.2% m/m to 

$4.0 billion. Over the year to February, there were increases in mineral and resources exports 

(+18.1%), manufacturing goods (+11.6%), services (+5.7%) and rural goods (+5.0%) (see 

chart 9). 

The value of imports fell in February largely due to lower fuel imports (down $344 million) because 

of lower oil prices. These declines were partially offset by stronger imports of consumption goods 

and services which rose by $12 million and $235 million, respectively. The increase in 

consumption goods was largely driven by car imports, while service imports were driven higher 

by tourism earnings.  

Chart 9: Nominal export values per month, by category, seasonally adjusted 

 

Source: ABS International Trade in Goods and Services Australia, Feb 2019 
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This week’s data and events, 1 – 5 Apr 2019 

Day Date Data/event Data period  Result 

Mon 1 Apr Ai Group Australian PMI® Mar (M) 51.0 points 

  RBA Index of Commodity Prices Mar (M) 
0.0% m/m, +16.6% p.a. in AUD 
terms 

  ABS Crime Victimisation 2017-18 (A) 2016-17 (A): - 

Tue 2 Apr 
RBA board meeting and cash rate 
decision 

Apr (M) Cash rate 1.50% 

  Federal Budget 2019-20 (A) - 

  ABS Building Approvals Feb (M) 
Total dwelling units approved +19.1 
m/m, -12.5 p.a. 

Wed 3 Apr Ai Group Australian PSI® Mar (M) 44.8 points 

  ABS Migration 2017-18 (A) Net overseas migrations 237,200 

  ABS International Trade Feb (M) Exports $39.8bn, imports $35.0bn 

  ABS Retail Trade Feb (M) Nominal sales 27.3, +0.8% m/m 

Fri 5 Apr Ai Group Australian PCI® Mar (M) 45.6 points 

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

Next week’s data and events, 8 – 12 Apr 2019 

Day Date Data/event 
Data period  
due for release 

Previous release 

Mon 8 Apr ANZ Job Ads Mar (M) Feb (M): -0.9% m/m, -4.3% p.a. 

Tues 9 Apr 
ABS Lending to Households and 
Businesses 

Feb (M) 
Jan (M): Lending to business +10.8% 
m/m, +4.1% p.a. 

Wed 10 Apr 
RBA Speech “The State of the 
Economy” 

- - 

Thur 11 Apr ABS Building Activity Dec 2018 (Q) 
Sep 2018 (Q): Value of work done -
2.7% q/q, +3.5% p.a. 

  
ABS Overseas Arrivals and 
Departures 

Feb (M) 
Jan (M): Arrivals 782,600, departures 
947,000 

Fri 12 Apr RBA Financial Stability Review Apr (H) Nov (H): -  

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 (Feb 2019) 
Dec 18 

e 
Jun 19 

f 
Jun 20 

f 
Jun 21 

f 
  

GDP, % change p.a., year end 2.8 2.4 2.7 2.7   

Unemployment rate, %, year end 5.0 5.0 4.9 4.8   

Inflation (CPI), % change p.a., year end 1.8 1.4 2.1 2.2   

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

Treasury 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, MYEFO 2018-19 (Dec 2018). 

Australian economy: latest indicators 
Economy FX and commodity prices (Friday morning) 

RBA official cash rate, % Apr (M) 1.50    -   AUD/USD exchange rate US$0.7110      ▲ 

Real GDP, % change p.a. Dec (Q) 2.3%  ▼ 
Oil price  
(WTI light crude, USD/BBL) 

US$62.16        ▲ 

Headline CPI, % change p.a. Dec (Q) 1.8%  ▼ Gold price (USD/OZ) US$1,293.04   ▲ 

Unemployment rate, % trend Feb (M) 5.0%  - 
Copper price  
(USD/tonne, LME spot) 

US$6481.00    ▲ 

 

Australian Industry Group monthly performance of industry indices 
Australian PMI®   Mar (M)                                                                                51.0 ▼ 

Australian PSI®   Mar (M)                                                                                44.8 ▲ 

Australian PCI®   Mar (M)                                                                                45.6 ▲ 
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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