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SUMMARY
The state of the NSW economy

For the seventh consecutive quarter, New South Wales has been the best
performing State in Australia. Commsec’s October 2017 State of the States
Report found that NSW retained its top ranking on retail trade, and dwelling
starts, and is now top on equipment investment and unemployment. In fact, the
lowest ranking for the state—housing finance—is third after the ACT and
Victoria.

The NSW 2017-18 Budget Papers reported that the State economy
outperformed the rest of the nation in 2016-17 and forecast a similar
performance in 2017-18, with above-trend economic growth forecast over the
next three years:

e In 2017-18, Gross State Product (GSP) is forecast to rise by 3 per cent. Above-
trend growth of 2% per cent is anticipated in 2018-19 and 2019-20. The new
GSP outlook is a % of a percentage point stronger in all years than was
expected at the 2016-17 Half-Yearly Review (HYR).

o Business investment, public infrastructure and dwelling construction are all
showing significant strength, lifting construction activity and employment to
record levels. The State’'s $72.7 billion, four-year infrastructure program is
expected to boost economic growth by an average of ¥ a percentage point a
year over the next two years.

e The labour market is forecast to improve in line with the strength in economic
activity, with above-trend employment growth of 1% per cent forecast for 2017-
18 and 2018-19. The unemployment rate is expected to remain low at slightly
under 5 per cent over the next two years.*

Based on the latest quarterly movements,? the strengthened and weakened
areas of the NSW economy are summarised in the following table. It should be
noted that these indicators are subject to cyclical variations and may not be
completely illustrative of a fundamental shift in economic growth.

Stronger \ Weaker
State final demand (up  Unemployment rate Mining investment (up Business investment (no
0.7%) (down 0.1%) 11.4%) change)

Gross State Product Youth unemployment . o Business investment (no
(up 3.5%) (down 0.2%) Retail trade (up 1.0%) change)

Household Participation rate (up  Motor vehicle sales (up . 0
consumption (up 0.8%) 0.3%) 0.6%) L GUEES (1 B
Trade deficit (down Job vacancies (up Dwelling approvals (up Sydney median house
$97m) 9.7%) 2.7%) price (down 0.3%)
Employment (up 0.9%) Wages (up 0.3%) S%El/i;ng P EGES (2

L NSW Treasury, Budget Paper No 1: Budget Statement, 2017-18, p 3-1.
% For the most recent quarter in which data is available. Note that rolling averages are excluded
from this table.



https://www.commsec.com.au/content/dam/EN/Campaigns_Native/stateofstates/October2017/CommSec_State_of_the_States_October2017.pdf
https://www.commsec.com.au/content/dam/EN/Campaigns_Native/stateofstates/October2017/CommSec_State_of_the_States_October2017.pdf
https://www.budget.nsw.gov.au/sites/default/files/budget-2017-06/3.%20The%20Economy.pdf
https://www.budget.nsw.gov.au/sites/default/files/budget-2017-06/3.%20The%20Economy.pdf
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The state of the Australian economy

The Reserve Bank of Australia’s (RBA) national economic growth forecasts
have lowered slightly since that reported in May 2017.

In its August 2017 Statement on Monetary Policy, the RBA forecast Gross
Domestic Product (GDP) growth to be in the 2-3% range by December 2017,
increasing to 2.75-3.75% by December 2018.° Short term growth estimates
were lower than those made in previous forecasts, which had anticipated GDP
growth of 2.5-3.5% by December 2017.

Key factors which may influence national growth over the forecast period, as
outlined by the RBA, include:*

¢ An end to the drag on domestic activity caused by falls in investment in
the resources sector, expected by the second half of next year;

e Rising resource exports, supported by higher production from Australia’s
low-cost iron ore producers and the ramp-up in liquefied natural gas
production;

e Stronger growth in household consumption and household disposable
income;

e Falling levels of residential building work and minimal GDP growth from
dwelling investment over the forecast period; and

e A gradual pickup in wage growth over 2018 and 2019, although growth
will continue to be affected by ongoing spare capacity® in the labour
market.

The financial sector has made diverging forecasts as to future economic growth
in the coming financial years. The Commonwealth Bank has forecast GDP
growth of 2.8% over the 2017-18 financial year, and 3.1% in 2018-19. In
contrast, NAB has forecast economic growth of 3.2% for 2017-18, falling to
2.5% the following fiscal year. Similarly, BIS Shrapnel anticipates GDP growth
of 2.5% in 2018, reducing slightly to 2.3% in 2019.

Despite these forecasts, there are concerns that GDP growth does not
accurately reflect the state of the Australian economy. As noted in the previous
Economic Update, the Commonwealth Bank has reported that while strong
population growth has boosted Australia’s aggregate growth rate—more people
means more spending—GDP per capita growth has stagnated, growing by just
0.2% in the year to March 2017. The CBA argued that, in order to achieve
better outcomes for households, policymakers must place greater emphasis on
measgres of living standards (i.e. GDP per capita) rather than aggregate growth
rates.

® Reserve Bank of Australia, Statement on Monetary Policy, August 2017, p 61.

* Ibid p 60-63.

° See Glossary. For a detailed overview, see: Ballantyne A, De Voss D and Jacobs D,
Unemployment and Spare Capacity in the Labour Market, Reserve Bank of Australia,
September 2014.

® Aird G, An update on how the Australian economy looks on a per capita basis, Commonwealth
Bank, 12 July 2017, p 1.



http://www.rba.gov.au/publications/smp/2017/aug/
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/australian-economic-perspective/2017/131017-Eco_Persp.pdf
https://business.nab.com.au/forward-view-australia-october-2017-26628/
http://library.parliament.nsw.gov.au/cgi-bin/koha/opac-detail.pl?biblionumber=34252
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-issues/australia/2017/120717-Capita_Basis.pdf
http://www.rba.gov.au/publications/smp/2017/aug/pdf/statement-on-monetary-policy-2017-08.pdf
https://www.rba.gov.au/publications/bulletin/2014/sep/pdf/bu-0914-2.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-issues/australia/2017/120717-Capita_Basis.pdf
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Commentary: Descending the dwelling approval heights

2016 saw record levels of residential dwelling approvals in NSW, with an
average of 6,725 approvals granted each month during the June 2016 quarter.
These approvals subsequently created a construction boom in the State.

According to NAB’s October 2017 State Economic Handbook, construction
activity has been a major driver of growth and employment in NSW. The
Commonwealth Bank gave a detailed overview of events leading up to the
construction boom, and the various benefits that accrue:

Residential construction tends to be very sensitive to interest rates. So falling
interest rates from late 2011, combined with strong population growth, increased
foreign demand and pent up demand from underbuilding in previous years meant
that a boom was inevitable. This building boom came at a very beneficial time and
helped to offset some of the negative effects from the decline in business
investment as the mining construction boom wound down.

A typical residential construction upturn has both direct and second-round benefits.
The direct benefits include the additional building activity as well as the jobs created
to undertake the additional building work. Second-round benefits include additional
spending elsewhere in the economy as a result of this new construction
employment. For example, spending on furnishings and household appliances for
use in the new dwellings. And then the additional employment as a result of this
spending.’

NSW dwelling approvals,
] Jun 2012 to Jun 2017

6000 -

Unfortunately, it appears that all good ;499
things must come to an end. As of
June 2017, the average monthly
number of dwellings approved in 5000 -
NSW had fallen to 5,755 approvals: a
14.4% drop compared to 12 months

4000

earlier. This was the second largest 30 {7 L L L - . L 5 -
i i i — i — i i i — i — i

annual fall after Queensland (- S 2322939892832 93828 ¢

17.5%), and slightly above the 5333332 ¢g § § & 2585

national fall reported over the same

period (_138%) Source: ABS 8731.0

However, the Commonwealth Bank has commented that, despite the recent
falls, NSW approval levels remain at relatively high levels (see above right).

In its August 2017 Statement on Monetary Policy, the RBA commented that the
decline in building approvals likely reflects a number of factors, including:®

e Moderation of demand for off-the-plan apartments (partly reflecting
weaker demand from foreign buyers); and

" Commonwealth Bank, Residential construction: will boom lead to bust?, 15 August 2017, p 1-
2.
® Reserve Bank of Australia, Statement on Monetary Policy, August 2017, p 35.



https://business.nab.com.au/wp-content/uploads/2017/10/nsw_oct17.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-issues/australia/2017/150817-Residential_Construction.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/031017-Building_Approvals.pdf
http://rba.gov.au/publications/smp/2017/aug/pdf/statement-on-monetary-policy-2017-08.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-issues/australia/2017/150817-Residential_Construction.pdf
http://rba.gov.au/publications/smp/2017/aug/pdf/statement-on-monetary-policy-2017-08.pdf
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e Developers experiencing tightening access to bank finance, particularly
in geographic regions at risk of oversupply.

St George Bank affirmed the RBA'’s view that the decline in approvals reflects a
pullback in unit approvals, and also commented that tighter conditions on home
lending have negatively impacted on demand, which in time will flow on to
weaker residential construction.

The fall in approvals will eventually lead to a fall in dwelling construction: as
noted by observers, there are emerging signs that a peak in housing
construction may soon arrive, with the consequence that residential
construction will likely have less of an impact on economic growth than
experienced in recent years.®

The RBA forecasts an ongoing slowdown in approvals, with future contributions
to GDP growth from dwelling investment expected to be minimal.X® Similarly,
BIS Oxford Economics has predicted that, along with falls in investment and
weakness in consumer spending, moderation in residential construction activity
will hold back domestic demand in the short term. NAB has also noted that the
potential oversupply of apartments remains a concern, although apartment
approvals are returning to more sustainable levels.

The good news is that this slowdown is likely to be gradual and reasonably
shallow, with an ongoing high level of residential construction reducing the risk
of a large drag on the economy.* NSW is in an especially good position to
withstand the negative consequences of a slowdown, as explained by
Commonwealth Bank:*2

e While the jobs downturn will be largest in NSW and other eastern States,
high population growth and a strong labour market will minimise
disruption;

e NSW has seen a lift in non-residential building approvals, which may
provide a partial offset to some of the jobs losses in residential
construction; and

e There remains a large pipeline of infrastructure spending still to come
which should also add to jobs growth, especially construction.

BIS Oxford Economics also believes that private non-dwelling building will grow
strongly over the next two years as a result of Sydney office construction, hotel
building and casino investments, work on airport terminals and, to a lesser
extent, retail investment.

° NAB, State Handbook: New South Wales, October 2017, p 3; St George Bank, Building
Approvals: In a Holding Pattern For Now, 3 October 2017.

% bid p 62.

! Commonwealth Bank, Building approvals — August 2017, 3 October 2017; St George Bank,
Building Approvals: In a Holding Pattern For Now, 3 October 2017.

> Commonwealth Bank, Residential construction: will boom lead to bust?, 15 August 2017, p 2-
3.



https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/3%20October%202017%20-%20Building%20Approvals.pdf
http://library.parliament.nsw.gov.au/cgi-bin/koha/opac-detail.pl?biblionumber=34252
https://business.nab.com.au/wp-content/uploads/2017/10/nsw_oct17.pdf
http://library.parliament.nsw.gov.au/cgi-bin/koha/opac-detail.pl?biblionumber=34252
https://business.nab.com.au/wp-content/uploads/2017/10/nsw_oct17.pdf
https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/3%20October%202017%20-%20Building%20Approvals.pdf
https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/3%20October%202017%20-%20Building%20Approvals.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/031017-Building_Approvals.pdf
https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/3%20October%202017%20-%20Building%20Approvals.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-issues/australia/2017/150817-Residential_Construction.pdf
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About the paper

This paper presents statistical information on key economic indicators, providing
an updated snapshot of the NSW economy and relevant points of comparison
with other Australian States and Territories. Statistics are updated to the end of
the most recent quarter available. Most indicators have been updated to include
the June or September 2017 quarters.

Data sources used

Data presented in this paper is primarily sourced from the Australian Bureau of
Statistics (ABS). Sources other than the ABS have been used where relevant
and are identified in the paper. Analysis and forecasts from the RBA and major
private banks (including Westpac, NAB, the Commonwealth Bank and St
George Bank) are also presented.

The Economic Update presents ABS trend estimates where available; trend
data is preferred by the ABS for the analysis of monthly or quarterly changes,
as they remove potentially misleading seasonal patterns, residual noise and
irregular influences. All ABS data are trend estimates unless otherwise
identified as original or seasonally adjusted data.


http://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/1346.0.55.003Main+Features302012

NSW Economic Update Spring 2017 7

INTEREST RATES

Cash rate target
As of October 2017, the RBA has * 1]

held the cash rate at 1.5%: it has
remained at this level since August
2016. In assessing whether to
adjust the cash rate, the RBA Board
considers strengths and
weaknesses in  the domestic
economy, as well as international

economic factors. The RBA Board O
noted a range of factors |nfl.uencm.g O 558 $§§O‘3 g;-%:s
the Australian economy in their 3852885288 s 5
October meeting. Source: RBA

The Board noted that, in line with the Bank’s forecasts, the Australian economy
grew by 0.8% over the June quarter. The Board stated that the impacts of
reduced mining investment had mostly passed: indeed, because of recent
increases in resource exports, the mining sector had actually contributed to
overall growth.

Although wage growth remained limited, the Board expected wages to increase
gradually as spare capacity’® in the labour market diminished, leading to a
gradual rise in inflation over time. The Board also expressed some concern over
housing debt, commenting that this debt had outpaced slow growth in
household incomes for some time.

After considering available information, the Board judged that holding the
stance of monetary policy unchanged at this meeting would be consistent with
sustainable growth in the economy and achieving the inflation target over time.

While the Board noted that overseas central banks were reducing the degree of
monetary stimulus or were considering doing so, monetary policy in Australia
would ultimately be dependent on domestic economic conditions.

The Commonwealth Bank has commented that weak wage growth and a
cooling in house price and lending growth will likely result in the cash rate
remaining on hold until well into 2018. NAB and St George Bank also expect the
cash rate to remain at 1.5% into 2018, while Westpac and BIS Oxford
Economics forecast the cash rate to remain unchanged until mid-2019.
However, chief economist at Goldman Sachs, Andrew Boak, has taken
the contrary position that the RBA will raise interest rates in February 2018.

13 Essentially, that there are more workers than available jobs for them to fill.


http://www.rba.gov.au/monetary-policy/rba-board-minutes/2016/2016-08-02.html
http://www.rba.gov.au/monetary-policy/rba-board-minutes/2016/2016-08-02.html
https://www.rba.gov.au/monetary-policy/rba-board-minutes/2017/2017-10-03.html
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/171017-RBA_Minutes.pdf
https://business.nab.com.au/australian-markets-weekly-16-october-2017-26721/
https://www.stgeorge.com.au/content/dam/stg/downloads/report-centre/interest-rate-outlook/STG-RBA_Cash_Rate_Decision_3_October_2017.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/economics-research/WestpacWeekly.pdf
http://library.parliament.nsw.gov.au/cgi-bin/koha/opac-detail.pl?biblionumber=34252
http://library.parliament.nsw.gov.au/cgi-bin/koha/opac-detail.pl?biblionumber=34252
http://www.smh.com.au/business/the-economy/woolies-workers-wage-demands-may-be-canary-in-coal-mine-for-aussie-economy-20171024-gz7jho.html
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STATE DEMAND AND GROSS STATE PRODUCT

Australia’s Gross Domestic Product State Final Demand, to Jun 2017
(GDP) increased by 0.7% over the June 29
2017 quarter, and 2.1% in the 12 iy 4.0%

months to June. Demand in NSW 4%
increased by 0.7% for the June 2017
quarter (see right): higher than the
March quarter (0.2%) but below the two 0%
year quarterly average (0.9%).
Quarterly final demand growth was

2%

largely modest in other States and -4% 3.8%
Territories, with Western Australia
having the weakest quarterly and NSW  VIC QLb SA WA TAS

annual results (0% and -3.8%  source: ABS5206.0 W Quarterly change H Annual change
respectively).

Annual demand growth in NSW to June 2017 was the second lowest of all
jurisdictions at 2.4%: slightly lower than seen in the 12 months to March 2017
(2.8%).

State final demand ($m), chain volume measures \

NSW VIC QLD SA WA TAS NT ACT
Sep-2016 132,780 100,101 79,900 26,384 49,139 7,509 7,373 16,298
Dec-2016 133,390 101,382 80,437 26,633 48,581 7,568 7,611 16,392
Mar-2017 134,216 102,881 81,030 26,962 48,435 7,645 7,747 16,452
Jun-2017 135,155 104,433 81,618 27,307 48,458 7,724 7,794 16,510
Source: ABS, Australian National Accounts, Cat. No. 5206.0, June 2017

State final demand figures do not
include net exports and therefore do not
account for the positive impact of higher 35 33
resource exports on economic growth.

3 - Australian GDP: 2.8%
The impact of exports can be seen in il Dy
the Gross State Product (GSP) data , | 20 19 19
released by the ABS (see right). 13
While WA was the dominant State at the
end of the 2014-15 financial year, NSW y

took the lead in 2015-16: NSW GSP NSW  Vic Qb SA WA TAS
grew by 3.5% over the year, well above

the Australian average of 2.8%.

Nevertheless, as noted in the Summary, GDP per capita grew by just 0.2% in
the year to March 2017, raising concerns that GDP (and GSP) results do not
present an accurate picture of the national and state economies.

Annual change in GSP to June 2016,
original

[
1



http://www.abs.gov.au/ausstats/abs@.nsf/mf/5206.0

NSW Economic Update Spring 2017

Gross State Product ($m), chain volume measures, original

NSW VIC QLD SA WA TAS NT ACT
Jun-2012 479,485 346,133 288,233 94,897 216,029 25,112 19,001 33,398
Jun-2013 488,691 349,871 295,096 96,483 228,425 24,925 21,999 34,278
Jun-2014 500,306 352,512 304,874 97,336 241,579 25,370 22,591 34,567
Jun-2015 513,529 361,669 308,448 99,237 250,377 25,695 23,032 35,029
Jun-2016 531,323 373,624 314,569 101,096 255,214 26,039 23,648 36,225
Source: ABS, Australian National Accounts, Cat. No. 5220.0, June 2016

HOUSEHOLD CONSUMPTION

Nationally, household consumption grew
by 0.7% over the June 2017 quarter.
This was slightly above the five year
average of 0.6% (see right). Household
spending increased in NSW by 0.8%
over the quarter: the second highest of
all States after Victoria (see below right).
On an annual basis, NSW consumption
increased by 2.7%: again, the highest
growth rate after Victoria (3.5%).

1.0% -

0.5% -

0.0% -

National household consumption
mmmmm Quarterly change
=== 5 year quarterly average

NN ANNOO OO NSESETEITTINNNDWMWOOOONN
A A A A A A A A A A o oo
[eeolololoNololololojoloNoNoNoloNolloNeNoNo]
R R R R R R RN A
COVSSCOUUScCc OO0 cCcO0USc OO0 C
S0V S5 0V S 0I5V S0Vl0S

Source: ABS 5206.0

Household final consumption ($m), chain volume measures

NSW VIC QLD SA WA TAS NT ACT
Sep-2016 80,452 59,284 46,158 15,646 25,708 4,466 2,665 4,157
Dec-2016 80,974 59,828 46,469 15,742 25,755 4,455 2,691 4,179
Mar-2017 81,588 60,397 46,756 15,838 25,817 4,453 2,725 4,205
Jun-2017 82,203 60,942 47,006 15,928 25,890 4,460 2,758 4,232
Source: ABS, Australian National Accounts, Cat. No. 5206.0, June 2017

Analysts have noted that household
consumption has made  positive
contributions to economic growth. The
RBA noted in its August 2017 Statement
on Monetary Policy that despite slowing
in the March quarter, household
consumption was likely to strengthen in
the period ahead. However, St George
Bank commented that the 0.7%
quarterly growth rate was weaker than
expected given retail spending had the
strongest June quarter results in over
four years.

4%

3%

2%

1%

0%

-1%

Source: ABS 5206.0

Household consumption, to Jun 2017
3.5%

2.4%

2.4%

-0.4%

NSW VIC QLb SA WA TAS

® Quarterly change ® Annual change

The Commonwealth Bank also noted that weak wages growth has meant that
households are lowering their savings in order to maintain spending growth,
which may weigh on further growth in household spending.


http://rba.gov.au/publications/smp/2017/aug/
http://rba.gov.au/publications/smp/2017/aug/
https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/6%20September%202017%20-%20National%20Accounts.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/060917-GDP.pdf
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In NSW, the largest increase in
household expenditure over both the
guarter and year to June 2017 was
on net expenditure interstate’* (5.4%
and 55.6% respectively). Other
sectors seeing significant increases
are shown in the chart on the right,
although their increases are quite
lower than that seen from the net
expenditure interstate sector.

Meanwhile, alcohol saw the largest
quarterly drop (-0.5%) and the third
highest annual fall (-1.4%), vehicle (-
1.7%) and tobacco sales (-1.5%)
seeing the greatest annual falls.

Although it is subject to sharp
fluctuations, the ANZ-Roy Morgan
Consumer Confidence Index has
generally trended down since late
2016, although late July saw the
Index reach a 22 week high of 118.4
before falling once again (see right).
According to Roy Morgan Research,
the most recent results are likely due
to current household conditions
remaining stretched due to high debt
levels and slow wage growth.

Household Consumption, by sector*
10%

7.7%
6.1%

5.1% 5.2%

5% 4.0%
. 2.6%
2.0% 1'5%I 1.4% I 1.4% 0 1.2% I 1.0%
0% T T T T T
& > 0e> g & &
(\sQo s o S (,0((\& 0@“ o <
R <0 & N
O 3¢
2 o
.\(\% X
NN O
o I
Source: ABS 5206.0
*Excl net expenditure interstate Quarterly ~ ®mAnnual

ANZ-Roy Morgan Consumer Confidence
Index, Weekly
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Source: Roy Morgan recent data

However, the October 2017 edition of the Westpac-Melbourne Institute Survey
of Consumer Sentiment reported a rally of 3.6% in September to reach 101.4 in
October: the first time the Index has been above the long run average of 100

since last November.

Westpac commented that this improved result was due to an improved global
economy, easing concerns about interest rates and overheating housing
markets, and an ongoing lift in labour market conditions. Nevertheless,
confidence is still not particularly strong, with views on family finances identified

as a clear weak spot in the results.

 This is calculated by adding the expenditure of NSW residents in other States and Territories
and deducting the expenditure of residents from other States and Territories within NSW.
Essentially, this increase indicates that more interstate residents spent money in NSW in

March 2017 than they did in March 2016.


http://www.roymorgan.com/findings/7327-anz-roy-morgan-australian-consumer-confidence-rating-october-17-2017-201710170103
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/economics-research/er20171011BullConsumerSentiment.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/economics-research/er20171011BullConsumerSentiment.pdf
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BUSINESS INVESTMENT Business investment, to Jun 2017

Nationally, business investment 20%

increased by 1.0% over the June 15.2%
2017 quarter, although falling 2.7%
over the 12 months to June.
Nevertheless, this is the third
straight quarter of positive results,
following 17 consecutive quarters of
decline in business investment
between September 2012 and 2016.

10%

0%

Compared to the national results, -10% -7.4%
business investment in NSW saw no NSW vic Qb SA WA  TAS
change during the June quarter—the  source:ABs5206.0 ~ ®Quarterly change M Annual change
third  poorest result of all

jurisdictions—and a -2.7% annual result to June. Meanwhile, most other States
recorded growth in investment levels over the quarter (see above), with only
Western Australia suffering a greater fall in annual investment levels (down
7.4% for the year, and -1.0% over the quarter).

Business investment ($m), chain volume measures

NSW VIC QLD SA WA TAS NT ACT

Sep-2016 15,056 11,071 10,011 2,658 9,951 605 2,229 629

Dec-2016 14,781 11,387 10,226 2,775 9,474 624 2,459 631

Mar-2017 14,645 11,698 10,410 2,926 9,308 654 2,597 626

Jun-2017 14,642 11,907 10,594 3,061 9,219 684 2,657 622
Source: ABS, Australian National Accounts, Cat. No. 5206.0, June 2017

Commercial lending data is another

proxy for measuring business Commercial lending, Australia ($b)
investment and related activity. While 50 1 — Apr 2015: commercial
this data is susceptible to volatility, lending peak

commercial finance data indicates
that commercial lending has been
growing steadily since March 2017
(see right). 40 A

45 4

However, business confidence has
continued to trend downwards. 35
According to Roy Morgan’s Business
Confidence survey, business
confidence fell by 1.0% to 113.2 in
September 2017: below the seven  Source: ABS5671.0
year average of 116.3.%

Aug-2014
Oct-2014
Dec-2014
Feb-2015 |
Apr-2015 |
Jun-2015
Aug-2015
Oct-2015
Dec-2015
Feb-2016 |
Apr-2016
Jun-2016
Aug-2016 |
Oct-2016 |
Dec-2016 |
Feb-2017
Apr-2017 |
Jun-2017
Aug-2017

* Roy Morgan Research, Business Confidence down again to 113.2, 6 October 2017.



http://www.roymorgan.com/findings/7352-roy-morgan-business-confidence-september-2017-201710060438
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EXCHANGE RATE

The _ Australian  dollar  (AUD) AUD/USD vs TWI, daily rates

remained steady over the past three o085 -
months, hovering between 0.78-0.81
USD. However, following weaker-
than-expected quarterly inflation o0.75 :
results (see Consumer Price Index

0.8 -

07 -
chapter), the AUD dropped to 0.772
USD as of 25 October 2017. 0.65
O O O N NN N NSNS DNSNNSNDNS
S S55558855855588¢8
The trade-weighted index (TWI) us_ed s TSI TTEITELSE
to measure the AUD’s value relative Qzo e ><3532 353909
. . O o X wmgs 9 b 8o0meuouQ
to the currencies of Australia's N T T S TS N A
trading partners,’® has largely  source:RBA  ——UsD (LHS) ——TWI (RHS)
tracked the currency’s fluctuations
(see right).

The RBA commented in its August 2017 Statement on Monetary Policy that
falling levels of international unemployment could lead to unexpected increases
in inflation in these countries, consequently reducing the value of the AUD.
However, the RBA cautioned that were the dollar to appreciate for an extended
period, Australia would see a slowdown in economic activity and inflation:

The Australian dollar has appreciated by 5 per cent on a trade-weighted basis since
the May Statement, and by 7 per cent against the US dollar. This has been
incorporated into the current forecasts.

It is possible that the Australian dollar could appreciate further, which if sustained,
would be expected to result in a slower pick-up in economic activity and inflation
than currently forecast. Based on historical relationships, a 10 per cent appreciation
of the trade-weighted exchange rate (that is not associated with higher commodity
prices) would be expected to lower year-ended inflation by a little less than
% percentage point over each of the following two years or so. Output would be
expect to be lower by ¥—1 per cent in around two years’ time.*’

The major banks have made variable forecasts for the AUD for the remainder of
2017 and into 2018. The Commonwealth Bank has forecast the AUD to rise to
0.80 USD by the end of the year, before slowly increasing to 0.87 USD by June
2019. Other banks are more cautious: Westpac expects the dollar to lower to
0.70 USD by June 2019, while NAB has predicted the AUD to remain around
0.75 USD through to September 2018.

' Austrade, The dollar and competitiveness, February 2015; Reserve Bank of Australia,
Glossary, no date [website — accessed 11 July 2017]. Note that the base level was set at 100 in
May 1970.

" Reserve Bank of Australia, Statement on Monetary Policy, August 2017, p 65-66.

70

65

60


http://www.rba.gov.au/statistics/tables/xls-hist/2014-current.xls
http://www.rba.gov.au/statistics/tables/xls-hist/2014-current.xls
http://rba.gov.au/publications/smp/2017/aug/pdf/statement-on-monetary-policy-2017-08.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/australian-economic-perspective/2017/131017-Eco_Persp.pdf
https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/economics-research/WestpacWeekly.pdf
https://www.nab.com.au/business/international-and-foreign-exchange/financial-markets/exchange-rate-forecast
https://www.austrade.gov.au/News/Economics-at-Austrade/the-dollar-and-competitiveness
http://www.rba.gov.au/glossary/index.html?search=TWI
http://rba.gov.au/publications/smp/2017/aug/pdf/statement-on-monetary-policy-2017-08.pdf
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INTERNATIONAL TRADE National trade balance

Since October 2016 Australia has
reported monthly trade surpluses,

although since reaching a peak surplus ¢
of $2.86 billion in February 2017 the
surplus has since fallen to $740 million
as of August (see right).

|
.
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St George Bank has commented that
the narrowing of trade surpluses largely
reflects some retreat in commodity
prices, which have a strong influence
on trade outcomes.
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Source: ABS 5368.0

However, due to higher oil prices and an increase in production capacity in
recent years, St George Bank expects Australia’s trade position to remain
reasonably well-supported over the medium term. Additionally, the
Commonwealth Bank noted that the services trade balance is also shifting
towards consistent surpluses as Australia sees higher levels of inbound tourism.

The remainder of this section presents, in turn, the most recent quarterly
averages (June 2017); and the most recent three month rolling average and
original monthly data (both August 2017). Note that in the case of Western
Australia these figures are substantially different due to a large increase in the
State’s exports in July 2017.

Following a 3.2% fall in the March 2017 quarter, the average monthly value of
NSW merchandise exports increased by 7.1% in the June 2017 quarter to
total $3.9 billion. This was the fourth highest quarterly increase after Tasmania
(19.6%), Victoria (17.2%) and South Australia (9.7%), but above the Australian
result (no change).

In contrast, imports grew less strongly over the quarter. Following a 6.4% drop
in the March 2017 quarter, the average monthly value of NSW merchandise
imports rose by 1.9% over the quarter to June to $8.6 billion. This was the
second lowest State/Territory result after Western Australia (-1.6%, although the
State saw a huge increase in July) and well below the national average of 9.9%.

7

Aug-2017


https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/5%20October%202017%20-%20Trade%20Balance.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/051017-International_Trade.pdf
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Turning to three month rolling
averages (see right), NSW exports
hovered around the $4 billion mark
each month since May 2017, with
August exports valued at
approximately $3.86 billion.

The top five destinations for NSW
merchandise exports for August
2017 were: Japan ($944m); China
($646m); South Korea ($292m); the
USA ($252m); and New Zealand
($231m). As a proportion of exports,
42.3% of all NSW merchandise was
exported to Japan or China in August.

Meanwhile, the State’s monthly import
values remained significantly higher,
increasing slightly from $8.6 billion in
May to $8.9 billion as of August.

The top five import sources for NSW
in August 2017 were: China ($2.38bn);
the United States ($1.06bn); Japan
($631m); Germany ($510m); and
Thailand ($423m). Over the course of
the month, approximately 27% of NSW
imports came from China.

There has been a steady deterioration
in the NSW trade balance since the
mid-2000s. After reaching a peak
three month rolling trade deficit of $6.5
billion in November 2015, the deficit
reduced to $4.5 billion in May 2017
before increasing to $5.0 billion in
August (see right): nearly double the
decade low deficit reported in February
2009 ($2.8 billion).

Western Australia continues to have
the highest trade balance in

Exports by State, 3 month rolling

1 average, original
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Imports by State, 3 month rolling
average, original
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comparison to the other States, with near-record highs of $8.3 billion reported in
April and May 2017. While the State’s trade balance remains substantially
higher than the other States and Territories, a fivefold increase in imports in July
has seen the trade balance reduce to $4.9 billion in three month rolling average

terms.
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CONSUMER PRICE INDEX
i Annual change in CPI, all groups
The Australian consumer price index
(CPI) rose by 0.6% over the
September 2017 quarter: a larger rise
than the 0.2% recorded in the June
2017 quarter, but below analysts’ 1
expectations of a 0.8% rise.® Indeed,
one commentator noted that if not for

l\l 0 O O O «+ &N M N < N VW O N~

o o o — — — — - — - - — - -
.. ] - O O O O O O O O O O O O o o
rising electricity and gas bills, aswell § 38§ 88888 §§§8§]S]
as tax hikes on alcohol and tobacco, 2823388238823 84
inflation may have been even lower. Source: ABS 6401.0 YD e AUS

Over the 12 months to September
2017 the CPI rose by 1.8% nationally.*®

In Sydney the CPI increased by 1.9% over the year to September: the fourth
highest increase after Melbourne (2.2%), Canberra (2.1%) and Hobart (2.0%).
The largest price increases in Sydney over the last 12 months were seen for
alcohol and tobacco (6.7%); housing (4.3%); and health (3.9%).

In response to the most recent results, the Commonwealth Bank commented
“that price pressures remain comatose with no need for the RBA to reach for
the rate hike lever anytime soon.” Nevertheless, the Commonwealth Bank
believed that inflation will rise in the coming quarters:

Today's data confirms that the grind higher in underlying inflation rates is at a
shail’'s pace (1.8% pa) and stuck below the bottom end of the RBA’'s 2-3% target.
Nevertheless, we believe that we are past the inflation low point. How quickly the
cycle turns, however, will depend on the trajectory for wages and labour costs —
which are currently very benign and non-threatening to the inflation outlook.?

Headline and underlying inflation (both 1.8%) remain at the lower end of the
RBA'’s target band (see table below), which the Commonwealth Bank argues
will prevent the RBA increasing the cash rate until the fourth quarter in 2018.

Reserve Bank of Australia inflation forecasts (%)

Dec-17 Jun-18 Dec-18 Jun-19
CPlinflation 1.5-25 1.75-2.75 1.75-2.75 2-3
Underlying inflation 1.5-25 1.5-25 1.5-25 2-3
Source: RBA, Statement on Monetary Policy, August 2017, Table 6.1.

18 commonwealth Bank, CPl — September Quarter 2017, 25 October 2017.

19 Australian Bureau of Statistics, Inflation rose 0.6 per cent in the September quarter 2017,
Media Release, 25 October 2017.

0 commonwealth Bank, CPI — September Quarter 2017, 25 October 2017, p 1.



http://www.afr.com/news/economy/flagging-inflation-leaves-rba-stuck-in-rates-doldrums-20171025-gz82qe
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/251017-CPI.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/251017-CPI.pdf
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/251017-CPI.pdf
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6401.0Media%20Release1Sep%202017?opendocument&tabname=Summary&prodno=6401.0&issue=Sep%202017&num=&view=
https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/251017-CPI.pdf
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EMPLOYMENT

Nationally, employment grew by 0.9% in the September 2017 quarter, with
approximately 103,000 new jobs created since March. According to the ABS,
this was the 12" straight month of employment growth, which is further
strengthened by the lowest unemployment rate seen since March 2013 (see

following chapter).

The average number of people employed in NSW also increased by 0.9% over
the quarter, from 3.84 million to 3.88 million employed. Over the 12 months to
September 2017, NSW employment levels increased by 1.8%.

Number of persons employed (‘000), quarterly average

NSW VIC QLD SA WA TAS NT ACT AUS
Dec-16 3,800 3,086 2,343 816 1,332 239 137 216 11,968
Mar-17 3,805 3,110 2,362 818 1,342 241 140 216 12,042
Jun-17 3,843 3,140 2,394 821 1,356 244 137 216 12,152
Sep-17 3,879 3,163 2,428 826 1,367 246 132 219 12,255
Source: ABS, Labour Force, Australia, Cat. No. 6202.0, September 2017

National full-time
employment increased for the 12"
consecutive month in the September
results. According to ABS data,
national part-time employment grew
by 13.9% between June 2012 and
June 2017, while full-time employment
grew by only 4.9% over the same
period (see right).

There was a 1.0% increase in full-time
work and a 0.5% increase in part-time
jobs between June and September
2017, which may indicate that the
labour market is slowly reversing
the decline in full-time employment
growth that has occurred since the
Global Financial Crisis (GFC).

In NSW, there has been a significant
jump in cumulative full-time
employment growth. Between
September 2012 and September
2017, there was a 8.1% cumulative
increase in full-time work in NSW: well
above the national average and
second only to Victoria (see right).

Cumulative quarterly jobs growth in

15 Australia, full-time vs part-time (%) 13.9
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http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6202.0Media%20Release1Sep%202017?opendocument&tabname=Summary&prodno=6202.0&issue=Sep%202017&num=&view=
http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6202.0Media%20Release1Sep%202017?opendocument&tabname=Summary&prodno=6202.0&issue=Sep%202017&num=&view=
https://www.theguardian.com/business/grogonomics/2017/apr/25/full-time-becoming-a-fantasy-as-australians-work-fewer-hours-than-ever-before
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UNEMPLOYMENT, UNDEREMPLOYMENT AND UNDERUTILISATION

In NSW, the average unemployment
rate during the September 2017
quarter fell by 0.1% to 4.8%. The State
unemployment rate remains 1.2%
lower than the 6.0% peak seen in the
March 2015 quarter, and 0.7% below
the national unemployment rate (5.5%)
(see right).

NSW continues to have one of the
lowest  unemployment rates in
Australia, bettered only by the NT
(3.9%) and the ACT (4.4%). After
seeing a fall in unemployment of 0.7%,

Unemployment rate,
monthly results
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Source: ABS 6202.0
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South Australia is no longer the outlier in terms of high unemployment: its 6.0%
unemployment rate is equal to that of Victoria, Queensland and Tasmania.

Unemployment rate (%), quarterly average ‘

NSW VIC QLD SA WA TAS NT ACT AUS
Dec-16 5.0 5.9 6.2 6.6 6.5 6.3 3.6 3.7 5.7
Mar-17 5.0 6.0 6.3 6.8 6.2 5.9 3.5 3.7 5.8
Jun-17 4.9 6.0 6.3 6.7 5.7 5.9 3.4 4.1 5.7
Sep-17 4.8 6.0 6.0 6.0 5.6 6.0 3.9 4.4 5.5
Source: ABS, Labour Force, Australia, Cat No. 6202.0, September 2017

The rates of underutilisation®* in both
NSW and Australia fell over the August
2017 quarter, with NSW
underutilisation falling 0.3% to 12.6%
and the Australian rate falling 0.2% to
14.2% (see right).

While a positive result, these rates are
still higher than the decade low of
10.8% in NSW and 10.0% across
Australia (February and May 2008
respectively). Nevertheless, the current
NSW underutilisation rate is lower than
the peak of 14.3% reported in February
2015: a result of the State’s falling
unemployment rate over this period.

16

14

12

10

Underutilisation rate, NSW v Aus,
Aug 2007 to Aug 2017
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Aug-2010 -

Source: ABS 6202.0
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l
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=

Aug-2014
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Aug-2016

Aug-2017 -

s The sum of the number of unemployed and underemployed persons expressed as a

proportion of the labour force.
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Underutilisation rate (%), quarterly average

NSW Australia
Male Female Persons Male Female Persons
Nov-2016 115 14.9 13.1 12.6 16.5 14.4
Feb-2017 11.3 15.0 13.0 125 16.6 14.4
May-2017 11.2 14.8 12.9 12.4 16.6 14.4
Aug-2017 11.0 14.5 12.6 12.3 16.4 14.2
Source: ABS, Labour Force, Australia, Cat No. 6202.0, August 2017

This ongoing fall notwithstanding, Underemployment as % of
underutilisation rates have increased ° | employed, Aug 2007 to Aug 2017

primarily as a result of greater levels of
underemployment—the proportion of
employees aged over 15 who want, and
are available for more hours of work
than they currently have—as opposed to
rises in the unemployment rate.

Between August 2007 and August 2017,
the NSW underemployment rate
increased from a May 2008 low of 6.4%
to the current rate of 8.1%. Australian
underemployment also increased over
the decade, rising from a low of 6.2% in
May 2008 to 9.2% today (see above
right).

ABS data for the August 2000 to August
2017 period (see right) shows that while
the NSW unemployment rate has fallen
from a high of 6.4% in August 2009 to
4.9%, the underemployment rate
increased from 5.8% to 8.1% over the
same period.

Underutilisation rates also differ by
gender (see right), with NSW women
more likely to either be unemployed or
underemployed (14.5%) compared to
men (11.0%). However, as with the
underutilisation rate for NSW persons,
the underutilisation rates for NSW
women and men were both lower than
their national averages of 16.4% and
12.3% respectively.
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YOUTH UNEMPLOYMENT
Youth unemployment rate,

monthly, 12 month rolling data

15 4
The youth unemployment rate is
highly cyclical because of the
significance of casual and part-time 13 -
employment amongst this age
group (15-24). Accordingly, both
monthly and quarterly youth 11 1
unemployment figures are o
presented as 12 month rolling
averages (also used on the NSW
Parliamentary Research
Service’s Regional labour force  source: ABs 6202.0
trends and NSW  electorates
website).?

14 A

12 A

&

Sep-2012

Mar-2013 7
Sep-2013
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Sep-2014 7
Mar-2015 7
Sep-2015 7
Mar-2016
Sep-2016 7
Mar-2017 7
Sep-2017

SW == Australia

=

Youth unemployment rate (%), 12 month rolling quarterly average

NSW VIC QLD SA WA TAS NT ACT AUS
Dec-16 11.8 13.2 12.8 153 99 15.2 8.3 115 12.5
Mar-17 11.6 13.0 13.1 147 9.9 15.5 8.2 10.8 12.5
Jun-17 11.6 12.9 13.5 145 9.9 16.1 7.8 10.1 12.6
Sep-17 11.8 13.0 13.6 146 99 15.6 7.8 10.1 12.7
Source: ABS, Labour Force, Australia, Cat No. 6202.0, September 2017

As of the September 2017 quarter, NSW had a 12 monthly rolling average
youth unemployment rate of 11.8% (see table and chart above). This was 1.0%
below the five year peak seen in March 2016 and 0.9% below the Australian
average (12.7%). The NSW result was the fourth lowest of all States and
Territories after the Northern Territory (7.88%), Western Australia (9.9%) and
the ACT (10.1%). Tasmania has the highest youth unemployment rate of
15.6%, followed by South Australia with 14.6% (see table and chart above).

After falling to a record low of 66.2% in early 2014 (and 66.4% more recently in
November 2016), Australia’s youth participation rate has recovered to 67.7% as
of September 2017 (see below right). Nevertheless, there remain ongoing
challenges for youth seeking entry-level work.

. . . Youth labour force participation rate
According to Anglicare Australia’s 68 P P

2017 Job Availability Snapshot,
there are up to four jobseekers for ,
each entry-level role in NSW, while
people with significant barriers to
work are not benefiting from the ©°

. ! . N Mm@ o3 3 ououog o9 onon
recent  jump in full-time ] 8 8§ R 8 8 R R 8 8 8
employment. g &£ 8 2 85888 88

Source: ABS 6202.0

22 Following the methodology used by the Commonwealth Department of Employment: see
Department of Employment, Labour Market Information Portal, 7 July 2017 [website — accessed
28 July 2017].



https://www.parliament.nsw.gov.au/researchpapers/Pages/NSW-regional-labour-force-data---interactive-portal.aspx
https://www.parliament.nsw.gov.au/researchpapers/Pages/NSW-regional-labour-force-data---interactive-portal.aspx
http://www.anglicare.asn.au/docs/default-source/default-document-library/jobs-availability-snapshot-2017.pdf?sfvrsn=2
http://lmip.gov.au/
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LABOUR FORCE PARTICIPATION

Labour force participation rate

Over the September 2017 quarter, ©6 1
the NSW labour force participation

rate rose by 0.3% to 63.7%: 1.5% 65 W
below the Australian average of

65.2% (see right). 64 w
Only Tasmania and South Australia ©3 ]

had lower participation rates than
NSW (61.2% and 62.2% %

N M oM oY % oo o0 o N N
. . . . . i i i — i i — i — - R
respectively), while the participation S 2 2 3 3 838 2 3 g 8
rate was highest in the Northern ¢ & & & § &8 § &8 & 5 §
. . . nwnoS S S B S un S un
Territory despite seeing a 2.2% drop
Source: ABS 6202.0 e NSW e AUS

over the quarter (73.6%).

Labour force participation rate (%), quarterly average

NSW VIC QLD SA WA TAS NT ACT AUS
Dec-16 63.4 65.6 64.0 62.1 67.3 59.8 76.1 70.3 64.6
Mar-17 63.1 65.8 64.4 62.2 67.5 59.9 7.7 70.1 64.7
Jun-17 63.4 66.0 64.9 62.3 67.7 60.7 75.8 70.4 64.9
Sep-17 63.7 66.2 65.4 62.2 68.0 61.2 73.6 71.1 65.2
Source: ABS, Labour Force, Australia, Cat No. 6202.0, September 2017

In NSW, the male participation rate Labour force participation, by gender,
has declined steadily over the past 710 - NSW - 60.0
five years, reaching a low of 68.9% in . | - 59.5
January 2017 before recovering to - 59.0
69.5% as at September 2017 (see 7001 L 585
right). However, female participation 69.5 L 58.0
increased over the quarter. While still 4, - 57.5
below the high of 59% reported - 57.0
between November 2015 and April % - 56.5
2016, female participation rates 680 +———- — T 360
increased from a low of 57.5% in S 3 23 35 3223 8 3
March to 58.3% as of September. o 5 2 5 2 5 2 5 & 5 &
noS S S S B S n

At the national level, Roy Morgan  Source:ABS6202.0  ====Male (LHS) ====Female (RHS)
Research has commented that

strong increases in Australian employment since 2000 has been driven by large
increases in employment for women, with overall female employment up by 1.9
million persons since the turn of the century. While men have continued to
contribute to overall growth, the analysis concluded that rising part-time
employment is being driven by men: part-time workers now comprise 23.5% of
all employed men, up from 15.7% in 2000.


http://www.roymorgan.com/findings/7392-roy-morgan-employment-trends-by-gender-2000-september-2017-201710200500
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JOB VACANCIES Job vacancies by State,

quarterly change, original
The number of NSW job vacancies rose 29.2
by 9.7% to 76,600 in the June 2017 30 7 253
quarter, and remains 23% higher than ;o 07 Australian vacancies: 14.2%
the three year average of 62,300. Y B
However, NSW had the fourth lowest ° J 1.0
change in the number of reported job % - - - -
vacancies across jurisdictions after South ;) | I .
Australia (-12.5%), Tasmania (-7.4%) 125 74

and Western Australia (1.0%), and was 20
below the national average for the
quarter (14.2%).

Number of job vacancies (‘000), original \

NSW Vic QLD SA WA TAS NT ACT AUS
Nov-2016 69.0 45.4 33.6 9.6 17.7 2.0 2.7 5.7 185.8
Feb-2017 68.1 50.4 29.7 9.5 17.8 2.6 2.9 5.9 186.9
May-2017 69.8 44.6 27.1 104 19.1 2.7 3.1 5.7 182.5
Aug-2017 76.6 55.9 35.0 9.1 19.3 2.5 3.8 6.2 208.4
Source: ABS, Job Vacancies, Australia, Cat No. 6354.0, August 2017

NSW Vic QLD SA WA TAS
Source: ABS 6354.0

According to ABS trend data, the number of job vacancies increased nationally
for the 16™ consecutive quarter in August 2017 to reach 201,300, surpassing
the previous record set from November 1991 through to November 1994.%

In line with broader economic trends at
the national level,?* vacancies have
generally increased in a number of

Change in no of job vacancies,
Aug 2012 to Aug 2017, original data

0,

services industries over the past five 120% 118.2%
years, such as education and training 70.4% 6629
(118.2% increase), health care and social %% I
assis_tf?mce_ (70.4%) and public 4, . . S .
administration (66.2%). . t

-60% 207 45.0% .47.5%
In contrast, mining fell by 47.5% over the RO R
same period, while the wholesale trade A A N
and  construction  sectors  also “ & & &
experienced considerable falls in job o
vacancy rates (see right). Source: ABS 6354.0

2% Jericho G, The latest job vacancy figures should be good news, but consumers don’t agree,
The Guardian, 4 April 2017.

* See Angus C, NSW Economic Update: Winter 2016, NSW Parliamentary Research Service,
S| 3/2016, July 2016, p 19; Angus C, Future workforce trends in NSW: Emerging technologies
and their potential impact, NSW Parliamentary Research Service, Briefing Paper 13/2015,
December 2015, Ch 4.



https://www.theguardian.com/commentisfree/2017/apr/04/the-latest-job-vacancy-figures-should-be-good-news-but-consumers-dont-agree
https://www.parliament.nsw.gov.au/researchpapers/Documents/NSW%20Economic%20Update%20Winter%202016.pdf
https://www.parliament.nsw.gov.au/researchpapers/Documents/future-workforce-trends-in-nsw-emerging-technolo/Future%20workforce%20trends%20Briefing%20Paper.pdf
https://www.parliament.nsw.gov.au/researchpapers/Documents/future-workforce-trends-in-nsw-emerging-technolo/Future%20workforce%20trends%20Briefing%20Paper.pdf
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WAGES

Annual wage growth to Jun 2017, NSW,
Wages continued to grow modestly 5 - original
over the June 2017 quarter, , |38 39 5, 3.8

3.5

increasing by 0.3% in NSW: slightly
lower than the national rate (0.4%).
In the 12 months to June 2017 NSW
wages grew by 2.0%: the lowest
recorded growth rate for the State,
and 1.0% below the decade average
of 3.0% (see right).

The average adult weekly full-time
earnings (ordinary time) in NSW in
the six months to May 2017 was
$1,544: a 0.4% half-yearly increase in wage levels, and the second lowest
increase of all jurisdictions after the Northern Territory (0.1%). As per the
previous Update, NSW continues to have the fourth highest average weekly
earnings behind the ACT ($1,775), Western Australia ($1,714) and the Northern
Territory ($1,625).

s Annual growth = === Decade average
Source: ABS 6345.0

Average adult weekly fulltime earnings ($), ordinary time, original
NSW VIC QLD SA WA TAS NT ACT

Nov-2015 1527.80 1422.00 1446.40 1376.00 1705.00 1316.60 1549.40 1714.70

May-2016 1538.40 1459.10 1461.60 1415.40 1700.90 1334.90 1579.20 1727.20

Nov-2016 1538.50 1492.10 1480.40 1440.80 1703.90 1344.30 1623.60 1747.00

May-2017 1544.30 1515.00 1497.60 1452.00 1714.00 1353.90 1625.00 1774.60
Source: ABS, Average weekly earnings, Australia, Cat No. 6302.0, May 2017

According to the ABS, in trend terms the national wage price index rose by just
1.9% over the year to June. This result continues the record low wages growth
first recorded in September 2016.?°

Enterprise bargaining agreements

SIOWing wage grOWth is pOSSiny approved by quarter, NSW
caused in part by a reduction in the 350 1

number of, and wage rises in,
enterprise bargaining agreements.
According to the Commonwealth 250 -
Department of Employment’s June
2017 Trends in Federal Enterprise
Bargaining report, wage rises in new 150
private sector enterprise agreements
have fallen to a record low, while
approved NSW agreements have
steadily fallen since June 2014 (see
right).®

300 -

200 -

Jun-14

Sep-14 7
Dec-14 7
Mar-15 7
Jun-15
Sep-15 |
Dec-15 |
Mar-16 |
Jun-16 |
Sep-16 |
Dec-16 |
Mar-17 7
Jun-17 7

Source: Dept of Employment

? Angus C, Slow wage growth, NSW Parliamentary Research Service, EB 4/2017, August
2017,Ch 2.1



http://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6345.0Main%20Features1Mar%202017?opendocument&tabname=Summary&prodno=6345.0&issue=Mar%202017&num=&view=
https://docs.employment.gov.au/system/files/doc/other/trends_j17_v3.pdf
https://docs.employment.gov.au/system/files/doc/other/trends_j17_v3.pdf
https://www.parliament.nsw.gov.au/researchpapers/Pages/slow-wage-growth.aspx
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Whatever the cause, weak national Wage growth, by industry, Australia
6% -

wages growth has affected the 1%
majority of Australian industry 0°

sectors (see right). Across many Zf’ 1
sectors annual wage growth to May ©% -
2017?" has been well below their 2% -
respective 10 year averages. For 4%

example, annual wage growth for the @“% éf% &Q& 0@0& vé@“'.\,\«%":&\@é’ Ql(i\&% @}Q’ &
mining sector was -1.8% over the 12 & EN e T
months to May 2017, compared to a v T © &°
decade average annual grOWth rateé  mAnnual growth to Nov 2016 m 10 year annual growth to Nov 2016
of 4.6% (a -6.4% difference). Source: ABS 6302.0

Other sectors also saw annual wage growth lower than their decade average,
including manufacturing (-5.3% below average), transport (-3.7%), finance and
insurance (-2.9%) and retail trade (-2.2%). Nevertheless, some areas have
seen higher than average growth, such as health (0.9% above the average) and
real estate services (1.5%).

BANKRUPTCIES

Bankruptcies in NSW have trended Quarterly bankruptcies in NSW

. 20 A r 1,800
down in recent years, and are 24.0% s
lower than three years earlier. Over 1
the quarter to September 2017 the 1° ] - 1,600
number of bankruptcies in NSW rose >

slightly by 0.4%, from 1,081 to 1,085 % -

L 1,400
(see right). -5 1

-10 A
However, NSW saw the Ilowest _i5 | - 1,200
increase of all jurisdictions. The NT _,, |
experienced the greatest jump in . | L 1,000

bankruptcies (28.1%), followed by O
Tasmania (25.8%), although both ¥ & ¥ &
jurisdictions have  substantially

smaller populations than other  source: AFsa
States (see table below).

(_)Q,Q @’b (.)Q/Q @’b (.)Q’Q

mmmm Quarterly change (LHS)
e No of bankruptcies (RHS)

Bankruptcies per quarter (Parts IV and Xl of the Bankruptcy Act 1966 (Cth))

NSW VIC QLD SA WA TAS NT ACT
Dec-16 1,078 823 1,190 277 443 88 27 50
Mar-17 1,127 836 1,295 305 470 108 26 58
Jun-17 1,081 765 1,117 282 475 97 32 39
Sep-17 1,085 837 1,297 298 480 122 41 47
Source: Australian Financial Security Authority, September 2017

% Hannan E, Wage rises fall to record low, data shows, The Australian, 23 October 2017.
%" The most recent available results.



http://www.theaustralian.com.au/national-affairs/industrial-relations/wage-rises-fall-to-record-low-michaelia-cash-says/news-story/5f36dc78876e9e2144fbf1d7427387c5?nk=ec31a291bc85374333bee64fa1e9ac68-1508798955
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MINERAL EXPLORATION EXPENDITURE

There is no comprehensive quarterly or annual dataset available for the gross
value of mining production for the States and Territories in Australia.

Mineral exploration expenditure is

the only comprehensive quarterly Mineral exploration expenditure,
dataset available through the ABS 80 NSW v Australia, monthly results [ 1200
and is considered to be the best - 1000
proxy measure for the level of 97
mining activity taking place in NSW
and elsewhere in Australia (see 40 1 600

right). 50 | - 400

- 800

200
NSW petroleum and mineral

- - - Sm TTT T T T T T T T T TT I T T I Trr T TrTT T T T I T T I I roTI rTITT Sm
exploration expenditure increased O OO DO A NNMSEIN N O N
O O 0O OO0 d ™o ™o oA A A A A -
by 11.4% over the quarter to June SSESRSJIISIVISI]]|R]R
2017. However, expenditure 2355885583528885
: 0 :
remains 30.9% below the previous Source: ABS 84120 = NSW (LHS) = AUS (RHS)

high, recorded during the December
2011 reporting period.

Nationally, mining sector investment has declined during the decade, with
mineral exploration expenditure down by 36.2 % ($243.4m) since the March
2012 peak. A significant share of this decline is attributable to Western
Australia; although the State has seen increases over the past year, over the
past five years exploration expenditure has declined by 47.5% ($257.7m).

Mineral exploration expenditure ($m) \

NSW VIC QLD SA WA TAS NT AUS

Sep-2016 30.3 7.8 47.2 13.1 233.2 3.3 20.0 354.8

Dec-2016 33.1 9.0 495 12.4 249.0 3.3 19.1 375.4

Mar-2017 37.7 10.8 51.9 11.9 267.5 3.4 18.8 402.1

Jun-2017 42.0 12.8 54.1 12.3 284.9 3.5 18.9 428.5
Source: ABS, Mineral and Petroleum Exploration, Australia, Cat No. 8412.0, June 2017

Nevertheless, the RBA commented in its most recent cash rate decision that the
effect of the decline in mining investment had mostly passed and, with recent
increases in resource exports, the mining sector had in fact been contributing to
overall national growth.


https://www.rba.gov.au/monetary-policy/rba-board-minutes/2017/2017-10-03.html
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TURNOVER OF RETAIL TRADE .
NSW retail trade growth, Jun quarter

, . . 2.5% o
NSW'’s retail growth in the quarter 1.9%  2.0% 1.9%

to June was 1.0% in the June 2017 2'03
quarter to almost $8.4 billion: a 12/
higher growth rate than that seen 0:5%
in the previous quarter (0.7%) and .
equal to the 10 year June quarterly

) -0.5%
average of (see right). 1.0% -0.6% -0.

1.3% 1.4%
0.7%

1.0%

$ O
The NSW results were the equal A
third highest of all jurisdictions after

i i i mmmm NSW retail trad th
Victoria and Tasmania (both 1.2%) retail trade grow

and sharing third spot with the  >°urceA®850L0 10year un quarter growth
ACT. Annual retail trade growth,

. % NSW vs Australia
Turning to annual growth, NSW 10% 8.6%

saw a 3.6% increase In retail trade 8% 6.2%
over the 12 months to June, and

ranked fourth of all States and

Territories after Victoria (4.3%), the 4%
ACT (4.1%) and South Australia
(3.9%). Nevertheless, this increase
remains lower than that seen over 0%
the past few years (see right). S PSPPI

5 g9 39%52%
. (]

6%

2%

Source: ABS 8501.0 B NSW mAus
Turnover of retail trade ($m), quarterly average
NSW VIC QLD SA WA TAS NT ACT AUS

Sep-16 8,162 6,363 5,118 1,656 2,826 504 258 466 25,353

Dec-16 8,244 6,443 5,173 1,668 2,834 508 261 472 25,603

Mar-17 8,299 6,508 5,157 1,686 2,837 511 261 474 25,734

Jun-17 8,381 6,587 5,167 1,702 2,845 517 262 479 25,939
Source: ABS, Retail Trade, Australia, Cat. No. 8501.0, August 2017

At the national level, St George Bank anticipated that slow wage growth and
rising household debt levels would restrain household spending:

These factors will likely continue to limit consumer spending for some time. The
recent strong growth in employment has not been enough to counteract these
headwinds. The divergence between the buoyant conditions in the business sector
and lacklustre conditions in the consumer sector is continuing. We would need to
see further strength in the labour market before prospects for stronger growth in
household spending improve.?®

?8 St George Bank, Retail Sales: Tightening Belts?, 5 October 2017, p 1.



https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/15%20August%202017%20-%20Motor%20Vehicle%20Sales.pdf
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VEHICLE SALES

NSW, along with most other States and Territories, saw a modest rise in motor
vehicle sales over the September 2017 quarter. The average number of new
vehicles sold in NSW increased by 0.6% to approximately 33,560 sales per
month during the quarter. However, this was the fourth lowest result of all
jurisdictions.

National sales rose by 0.7% over the quarter, with Tasmania (3.7%), Western
Australia (2.6%) and the Northern Territory (1.4%) recording the largest
increases in sales.

Number of new vehicle sales, quarterly average \

NSW VIC QLD SA WA TAS NT ACT AUS
Dec-16 32,964 27,607 18,911 5,953 7,965 1,700 856 1,561 97,518
Mar-17 32917 27,433 18,972 5,910 7,875 1,587 864 1,558 97,116
Jun-17 33,364 28,162 19,632 6,071 8,007 1,581 930 1,566 99,312
Sep-17 33,566 28,376 19,645 6,093 8,215 1,638 943 1,559 100,036
Source: ABS, Sales of new motor vehicles, Australia, Cat. No. 9314.0, September 2017

Over the 12 months to September, vehicle sales in NSW rose by 1.7%: above
the national average of 1.6% and the third largest increase after Victoria (4.9%)
and South Australia (2.5%).

In terms of future outlook, St George Bank made the following comments:

Sales of motor vehicles provide some indication as to the health of consumer
spending. While July saw a retreat in motor vehicle sales, it was from a record high
in June. Therefore, new motor vehicle sales still remain relatively firm in an
encouraging sign for consumer spending. However, weak wages growth, high
household debt and low consumer-confidence readings provide a threat to the
outlook for the growth of new motor vehicle sales (and consumer spending more
generally). Low interest rates and the improvement underway in the labour market
remain supporting factors.”

The Commonwealth Bank has also reported a slowdown in luxury vehicle sales,
with its CommSec Luxury Vehicle Index showing a 1.8% decrease in the year to
August and the rolling annual total of luxury vehicle sales reaching 15 month
lows. According to the Bank:

¢ In the past, when the ‘top-end’ of the new vehicle market has peaked it has
signalled slowdowns — not just in the car market — but also in other asset
markets such as the housing market. Those trends are lining up at present with
the monthly growth rate in home prices slowing since late last year.

o Rather than a leading or lagging indicator, luxury vehicle sales have been
shown to be a coincident or confirmation indicator of home prices. Home prices
are slowing and this has consequence for a range of other consumer spending
and asset markets.

? St George Bank, New Motor Vehicle Sales: Consumers Prefer SUVs, 15 August 2017, p 2.



https://www.commsec.com.au/content/dam/EN/ResearchNews/ECO_Insights_180917-luxury-car-sales-peak.pdf
https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/15%20August%202017%20-%20Motor%20Vehicle%20Sales.pdf
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HOUSE PRICES

Median house price growth, by capital

According to CorelLogic, Sydney’'s city, to Sep 2017

median house price reached Sydney
$1.07m in  September 2017 Melbourne 13.0
following a 0.3% quarterly decline: Brisbane
the second largest fall after Darwin Adelaide
(-2.2%). However, Sydney’s house Perth -2.9
prices still saw an 11% increase Hobart 15.0
over the past year, with only barwin 13
Hobart (15%) and Melbourne
(13%) seeing greater year on year Canberra >3
increases. Combined Capitals* 9.0

A A Source: Corelogic -5 % 5 10 15 20
The ABS’s Residential Property  +eight capital cities B Year on year ® Quarter
Price Index for Sydney® recorded
a 2.3% increase over the June Change in residential property prices,
2017 quarter (see right). Between Jun 2017, original
June 2016 and 2017, the Sydney 16% 13.8% 13.8% 12.4%

Index increased by 13.8%, sharing 12%
the highest growth rate with 8%
Melbourne. Over the 12 months to 4% 2:3%
June, the Index for Sydney's 0%
established houses rose by 14.8% -4%

: g -3.1% -4.9%
(the second highest growth rate % . o e . . .
after Melbourne’'s 16% increase), £ 5 5 = 5 ‘g -
while the attached dwellings index & & £ 3 T 4 5
increased by 11.7% (second to =
Hobart's 13_8%)_ Source: ABS 6416.0 B Quarterly change ® Annual change

House price indexes: eight capital cities, original

Weighted
Average

Sep-2016 159.3 132.9 118.8 113.3 106.3 113.4 104.0 113.5 135.0
Dec-2016 167.6 140.0 121.4 115.3 106.6 118.5 102.4 116.7 140.6
Mar-2017 172.7 144.4 121.4 117.0 105.5 122.5 101.5 120.0 143.7
Jun-2017 176.6 148.7 122.1 117.9 104.7 124.7 100.1 121.5 146.5

Source: ABS, Residential Property Price Indexes: Eight Capital Cities, Cat. No. 6416.0, June 2017

SYD MEL BRIS ADE PER HOB DAR CAN

There remains considerable community concern over Sydney’s house prices
despite the recent slowdown, with Ipsos’s June 2017 Issues Monitor reporting
that housing remained the top issue facing NSW. With first home
ownership falling by more than one third over the past 25 years, and the
Housing Industry Association reporting that Sydneysiders need more than two
average full-time wages to affordably service a home loan, such concern is
unsurprising.

% Which measures price changes of residential dwelling stock.


https://www.corelogic.com.au/news/sydney-house-values-fall-september-capital-gains-continue-lose-steam
http://www.abs.gov.au/ausstats/abs@.nsf/mf/6416.0
http://ipsos.com.au/wp-content/uploads/2017/07/Ipsos-Issues-Monitor-Apr-to-Jun-2017-NSW.pdf
https://www.aihw.gov.au/reports/australias-welfare/australias-welfare-2017/contents/table-of-contents
http://www.smh.com.au/business/the-economy/two-fulltime-jobs-now-needed-to-service-a-mortgage-on-a-typical-sydney-home-20170903-gy9ucs
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DWELLING APPROVALS

Following a 14% decline in the December 2016 quarter and 2% fall in the
quarter to March 2017, the average monthly number of dwellings approved in
NSW increased by 2.7% by the end of June, with an average of 5,755
approvals made each month of the quarter. This represented a 14.4% drop
compared to the quarterly average in June 2016 (approximately 6,725
approvals per month).

National dwelling approvals were, on average, up 1.1% for the June quarter:
this result appears to have been affected by declines in quarterly approvals in
Victoria (-5.5%) and Western Australia (-2.1%). In contrast, Queensland and
Tasmania saw increases of 7.5% and 7.1% respectively.

Number of dwellings approved, quarterly average \

NSW VIC QLD SA WA TAS AUS
Sep-16 6,622 5,592 3,858 939 1,714 162 19,554
Dec-16 5,697 5,528 3,283 914 1,711 173 17,884
Mar-17 5,601 5,519 3,253 938 1,637 191 17,535
Jun-17 5,755 5,215 3,498 1,004 1,602 199 17,721
Source: ABS, Building Approvals, Australia, Cat. No. 8731.0, August 2017

Dwelling approvals data is volatile
on a month to month basis, mostly NSW dwelling approvals,

due to the ‘lumpy’ nature of unit 7000 - monthly results vs 5 year average
and town house developments. On
a trend basis, which takes into
account the monthly variation, 5000 1
NSW building approvals remain at 4000

near record levels, although slowly ...,

6000 -

beginning to dip.
g g p 2000 T T T T T T T T T T T T
. : S 9323233 TI L LSS S S
While there has been a slowing of S 3 393939 339 33 3 3 2 S
approvals since mid-2016, as of S 3 5 & ¢ 3 o 5853 %5 S
=z < & & o s 0 =z -~ =
June 2017 NSW approval numbers
are approximately 24% higher than  source: aBs 8731.0 NSW 5yravg

the five year average (see above
right).

The Commonwealth Bank has noted that while national approvals are below
last year's peak, they remain relatively high, with dwelling construction activity
likely to remain fairly solid over at least the next year or so. St George Bank
also commented that home lending restrictions may impact future construction:

The recent stabilising in approvals point to residential construction staying elevated
in the near term. However, in time the tighter conditions on home lending which is
impacting negatively on demand will flow on to weaker residential construction.®

% St George Bank, Building Approvals: In a Holding Pattern For Now, 3 October 2017, p 2.



https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/111017-Building_Activity.pdf
https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/3%20October%202017%20-%20Building%20Approvals.pdf
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HOUSING FINANCE

The average number of owner-occupier (including first home owner) dwellings
financed in NSW increased by 9.6% during the June 2017 quarter to
approximately 17,000 per month. This increase appears to have come primarily
from a dramatic surge in first home buyers: after a 16.2% drop in financing in
the March quarter, the June 2017 quarter saw a substantial 19.4% growth.

Nevertheless, there has been little
change in the level of first home
buyer demand in the four years to
June 2017. Between June 2013 and
June 2017 overall owner-occupier
demand in NSW saw a cumulative
increase of 22%. In contrast, first
home buyer financing saw a 2%
cumulative fall over this period (see
right).

The issue of low first home buyer
levels continues to worry observers.
The Australian Institute of Health and

-20%

Cumulative change in owner-occupier

40% -

0%' T T T T T

demand since Jun 2013, original

N M /\/\.
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e First home buyer
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Source: ABS 5609.0
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== Other owner-occupier

Welfare reported in October 2017 that, consistent with a decline in ownership
rates among younger Australians, first home buyers are now older than they

were a decade ago:

In 2000-01, 61% of first home buyers were aged between 25-34; by 2013-14, this
proportion had dropped to less than half (49.6%). At least in part, the financial
impacts of higher education costs and compulsory superannuation contributions on
younger generations have been implicated in their deferral into home ownership, as
they save for a deposit in a market of increasing house prices. In the absence of
real income growth, the effect of increased house prices on the time taken to save
for a deposit is significant, particularly in Sydney and Melbourne. Estimates reveal
that since 2006, the average number of years required to save for a deposit in
Sydney increased from 5 to 8 years and in Melbourne, 4 to 6 years.*

According to the ANZ Bank, this delay is reducing current demand for homes.
The ANZ bank suggests that while this allows new supply coming onto the
market to better match existing demand, it nevertheless:

... masks the deteriorating picture of affordability for first home buyers, and adds to
arguments that effective state government handouts in Victoria and NSW to first-
time buyers in the form of stamp duty exemptions will do little to address a growing

structural problem in Australia.®

%2 pustralian Institute of Health and Welfare, Australia's welfare 2017, 19 October 2017, p 201.
3 Bleby M, Australians buy homes later, delaying demand and preventing price drop: ANZ,

Australian Financial Review, 26 September 2017.


http://www.afr.com/real-estate/australians-buy-homes-later-delaying-demand-and-preventing-price-drop-anz-20170925-gyoqh5
https://www.aihw.gov.au/reports/australias-welfare/australias-welfare-2017/contents/table-of-contents
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Following a renewed increase in
investor housing finance in late sgy -
2016, investor finance as a share of
total housing finance has declined %% ]
over the course of 2017. Over the
three months to August, investor
finance declined by 1.0% to total 46% 1
46.3% of total housing finance. This

Investor finance for the housing
purchases, % of total finance
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represents a 3.5% fall compared to
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below the December 2014 peak S8ISS8I=0RI3S8I=0=%
(See rlght) Source: ABS 5609.0

According to the Commonwealth Bank, this fall in investor financing is likely a
resut of new APRA guidelines for lending and higher mortgage rates for
investors and those with interest only loans, with a gradual easing in lending
growth rates expected to continue. St George Bank also commented that NSW
Government housing policies have had a significant impact in shifting demand
from investors towards owner occupiers. The Bank further stated that if investor
demand picks up once more, APRA has warned that more could be done to
curb investor financing.

Although investor demand is slowing down, there remain concerns that foreign
investors are acquiring NSW housing and consequently driving up property
prices. Referring to data obtained under a Freedom of Information request,
research analysts from financial institution Credit Suisse estimated that 25% of
new supply in NSW was being purchased by foreign investors:

Using revenue figures obtained from state governments under freedom of
information requests, Credit Suisse calculated that 26 per cent of new homes sold
in New South Wales between September 2016 to June 2017 were purchased by
foreign buyers.

On an annual basis, foreign buyers poured almost $6 billion into residential property
in NSW, $3.4 billion in Victoria and $0.7 billion in Queensland.

Credit Suisse noted that this is a very small proportion of the total value of
Australian real estate, which is estimated to be $6.7 trillion nationally and $5.6
trillion in the three states studied.

However, it is a much larger proportion of new housing supply, given that non-
resident non-citizens are prohibited from buying existing dwellings.

Credit Suisse said the data from January to June 2017 showed that 87 per cent of
foreign property buyers in NSW were Chinese, with New Zealanders at 1.6 per cent
the next biggest nationality.**

3 Janda M, Real estate: Overseas buyers account for up to a quarter of new home sales, ABC
News, 11 October 2017.
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https://www.commbank.com.au/content/dam/commbank/corporate/research/publications/economics/economic-update/2017/121017-Housing_Finance.pdf
https://webapps.stgeorge.com.au/market-reports/data-snapshots/resources/downloads/12%20October%202017%20-%20Housing%20Finance.pdf
http://www.abc.net.au/news/2017-10-11/foreign-buyers-not-deterred-by-rising-stamp-duty/9038014
http://www.abc.net.au/news/2017-10-11/foreign-buyers-not-deterred-by-rising-stamp-duty/9038014
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RENT

After a 2.4% fall the previous
quarter, rents in Sydney's Inner
Ring suburbs jumped by 4.8% in
the June 2017 quarter; 3.8% above
the region’'s two year quarterly
average (1.0%). Meanwhile, the
city’s Middle Ring suburbs and the
Rest of GMR region saw growth
rates higher than their two year
quarterly averages, while Outer
Ring suburbs and the Rest of NSW
saw no change in rents over the
quarter (see right).
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Quarterly rent price growth,
June 2017, by region
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Median weekly rents by NSW region ($), all dwellings — all bedroom numbers

Greater Sydney — Sydney — Sydney — Rest of Restof NSW

Sydney Inner Ring Middle Ring Outer Ring GMR* NSW total
Sep-16 520 610 530 450 380 300 450
Dec-16 520 635 520 450 390 310 460
Mar-17 530 620 530 460 390 320 460
Jun-17 540 650 540 460 400 320 470

Source: Housing NSW, Rent and Sales Reports, Issue 120
*Greater Metropolitan Region
On an annual basis, rental growth
remains most pronounced in the Annual rent price growth,
Rest of NSW region, increasing by s% - June 2017, by region
6.7% in the 12 months to June 6.7%
2017. By way of comparison, no g, | 57% 5.3%
growth occurred in this region in the 47% o
12 months to March 2016. 3.8% 4.0% 4.1%
4% 3.4%
Rents in Sydney’'s Inner Ring 2.2%
suburbs have also increased 2% -
compared to the previous 12 0.0%
months. Middle Ring suburbs have 0% - - - - - -
grown at approximately the same Inner Ring  Middle Outer Ring Restof  Rest of
—-Syd Ring—Syd —Syd GMR NSW

rate as in June 2016, while Outer
Ring suburb rents have had their
growth rate slow by over half (see
right).

Source: Housing NSW
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GLOSSARY

The following definitions are those used by the Australian Bureau of Statistics,
unless otherwise stated.

Average weekly earnings: Average gross (before tax) earnings of employees.
Estimates of average weekly earnings are derived by dividing estimates of
weekly total earnings by estimates of number of employees.

Cash target rate: Monetary policy decisions are expressed in terms of a target
for the cash rate, which is the overnight money market interest rate.

Chain volume measures: Estimates that exclude the direct effects of changes
in prices. Unlike current measure estimates, they take account of changes to
price relativities that occur from one year to the next. Annually re-weighted
chain volume indexes are referenced to the current price values in a chosen
reference year.

Consumer price index: The Consumer Price Index (CPI) measures quarterly
changes in the price of a 'basket' of goods and services which account for a
high proportion of expenditure by the CPI population group (i.e. metropolitan
households). This 'basket' covers a wide range of goods and services, arranged
in the following eleven groups: food; alcohol and tobacco; clothing and
footwear; housing; household contents and services; health; transportation;
communication; recreation; education; and financial and insurance services.

Employed: All persons aged 15 years and over who, during the reference
week: worked for one hour or more for pay, profit, commission or payment in
kind in a job or business, or on a farm (comprising employees, employers and
own account workers); or worked for one hour or more without pay in a family
business or on a farm (i.e. contributing family workers); or were employees who
had a job but were not at work and were: away from work for less than four
weeks up to the end of the reference week; or away from work for more than
four weeks up to the end of the reference week and received pay for some or all
of the four week period to the end of the reference week; or away from work as
a standard work or shift arrangement; or on strike or locked out; or on workers'
compensation and expected to return to their job; or were employers or own
account workers, who had a job, business or farm, but were not at work.

Free on board (FOB): The value of goods measured on a free on board (f.0.b.)
basis includes all production and other costs incurred up until the goods are
placed on board the international carrier for export. Free on board values
exclude international insurance and transport costs. They include the value of
the outside packaging in which the product is wrapped, but do not include the
value of the international freight containers used for transporting the goods.
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Gross Domestic Product (GDP): Is the total market value of goods and
services produced in Australia within a given period after deducting the cost of
goods and services used up in the process of production but before deducting
allowances for the consumption of fixed capital. It is equivalent to gross national
expenditure plus exports of goods and services less imports of goods and
services.

Gross State Product (GSP): GSP is defined equivalently to gross domestic
product (GDP) but refers to production within a State or Territory rather than to
the nation as a whole.

Labour force: For any group, persons who were employed or unemployed, as
defined.

Original estimates: Original collected data containing seasonal patterns,
residual noise and irregular influences.

Participation rate: For any group, the labour force expressed as a percentage
of the civilian population aged 15 years and over in the same group.

Private business investment: Investment in non-dwelling construction, plus
machinery and equipment, plus cultivated biological resources, plus intellectual
property products.

Seasonally adjusted estimates: Seasonally adjusted estimates are derived by
estimating and removing from the original series systematic calendar related
effects, such as seasonal (e.g. Christmas), trading day and moving holiday (e.qg.
Easter) influences. Seasonal adjustment does not aim to remove the irregular or
non-seasonal influences which may be present in any particular month. These
irregular influences may reflect both random economic events and difficulties of
statistical recording.

Spare capacity: The balance of demand for goods and services relative to the
economy’s potential to produce them. In the labour market, a key indicator of
spare capacity is the unemployment rate, but a range of other factors also play
a significant role.

State Final Demand: A proxy for economic growth that measures the total
value of goods and services that are sold in a State to buyers who wish to either
consume them or retain them in the form of capital assets. It excludes sales
made to buyers who use them as inputs to a production activity, export sales
and sales that lead to accumulation of inventories.

Trade weighted index: The weighted average value of the Australian dollar in
relation to the currencies of Australia's trading partners.

Trend estimates: A smoothed seasonally adjusted series of estimates.

Underutilisation rate: The sum of the number of persons unemployed and the
number of persons in underemployment, expressed as a proportion of the
labour force.
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Underemployment rate: The number of underemployed workers expressed as
a percentage of total employed persons.

Underemployed workers: Employed persons aged 15 years and over who
want, and are available for, more hours of work than they currently have.

Unemployed: Persons aged 15 years and over who were not employed during
the reference week, and: had actively looked for full time or part time work at
any time in the four weeks up to the end of the reference week and were
available for work in the reference week; or were waiting to start a new job
within four weeks from the end of the reference week and could have started in
the reference week if the job had been available then.

Unemployment rate: For any group, the number of unemployed persons
expressed as a percentage of the labour force in the same group.

Weekly ordinary time earnings: One week's earnings of employees for the
reference period, attributable to award, standard or agreed hours of work. It is
calculated before taxation and any other deductions (e.g. superannuation,
board and lodging) have been made.
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