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Wage Price Index 

Minimum Wage, Minimal Impact 
 Wages grew at a paltry rate of 0.5% in the September quarter, the same outturn registered for 

the June quarter. On an annual basis, growth ticked down to 2.2%, the lowest since June 2018. 

 Growth was muted in both the private and public sectors. Each registered a 0.5% increase over 
the quarter. At 2.5%, wage growth in the public sector remains higher than in the private sector 
on an annual basis. Annual private sector wage growth was 2.2% in the September quarter, 
down from 2.3% in the three months to June. 

 Public sector wages were boosted in the previous quarter by an increase in Victorian public 
sector wages for healthcare workers. 

 A 3% increase in the minimum wage came into effect on July 1. Industries more sensitive to 
minimum wage changes outperformed over the quarter. Among these were retail trade (1.1%), 
accommodation (1.6%) and warehousing and transport (1.1%).  On an annual basis, wage 
growth remained highest for the healthcare and social assistance sector. 

 Low wages growth has been a key factor behind inflation remaining below the lower bound of 
the Reserve Bank’s (RBA) target 2-3% band. Spare capacity in the labour market has persisted 
throughout 2019 as a rising participation rate and high population growth has offset gains in 
employment. In its November Statement on Monetary Policy, the RBA acknowledged that this 
trend is likely to continue, suggesting that inflationary pressures remain scarce. 
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Wage price pressures were subdued in the September quarter, according to the latest release of 
the wage price index. Wages rose 0.5% over the quarter, the same rate registered in the three 
months to June. On an annual basis, growth ticked down to 2.2% from 2.3% in the June quarter, 
the lowest rate since June 2018. 

There was a 3% increase in the minimum wage which came into effect on July 1. Accordingly, 
industries more sensitive to minimum wage changes outperformed over the quarter. However, 
this had little impact on overall wages which haven’t grown by more than 0.6% on a quarterly 
basis since the March quarter of 2014.   

Growth was muted in both the private and public sectors. Each registered a 0.5% increase over the 
quarter. At 2.5%, wage growth in the public sector remains higher than in the private sector on an 
annual basis. Annual private sector wage growth was 2.2% in the September quarter, down from 
2.3% in the three months to June. 

The public sector and workers in healthcare remain relative outperformers on an annual basis. 
This gain is primarily due to a one-off increase in Victorian healthcare and social assistance 
industry workers which was implemented this year. 

 

By Industry 

Wage growth remains muted across most industries. The largest annual gain was again registered 
in healthcare and social assistance at 3.2%, slightly down from the 3.3% increase in the June 
quarter of 2019.  

No other sector has been able to grow beyond 3% on an annual basis recently. The closest has 
been the utilities (electricity, gas, water & waste services) sector which registered 2.7% growth. 
Transport and postal and warehousing services saw an increase in annual growth from 2.3% to 
2.5%, the same rate of growth as in professional and technical services. 

The weakest industries in terms of wage growth remain those buffeted by weak consumer 
spending. Retail wages were stuck at annual growth of 1.9% while growth in the wholesale trade 
sector ticked up slightly to 1.8%. Manufacturing sector wages fell to 1.8%, the lowest since the 
December quarter of 2016. 

 

By State 

The one-off boost to some public sector employees in Victoria kept wages growth elevated at 
2.8% over the year, although this was down from the 2.9% growth in the June quarter. Wage 
growth remained broadly flat at constrained levels elsewhere, including the ACT (2.4%), the 
Northern Territory (2.3%), Tasmania (2.3%), New South Wales (2.2%) and South Australia (2.2%).  

Queensland (2.0%) and Western Australia (1.7%) had the weakest growth of all States. 
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Implications for the RBA 

Low wages growth has been a key factor behind inflation remaining below the Reserve Bank’s 
(RBA) 2-3% target band.  

In order for wages to rise, there needs to be significant progress in tightening the labour market. 
Spare capacity in the labour market has persisted throughout 2019 as a rising participation rate 
and high population growth has offset gains in employment.  

On the labour market, the RBA appears to have conceded that the unemployment rate is likely to 
remain well above the level at full employment (which it estimates is 4.5%) over the medium term. 
In its November Statement on Monetary Policy, the RBA acknowledged that this trend is likely to 
continue, noting that wages growth is likely to remain muted for some time. As a result, inflation is 
not expected to return to its target range any time soon, leaving the door open for further rate 
cuts, and potentially unconventional monetary policies. 

 
Nelson Aston, Economist 

Ph: (02) 8254 1316  
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The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not 
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives 
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be 
made on the basis of the Information without first seeking expert financial advice. For persons with whom St.George has a contract to supply 
Information, the supply of the Information is made under that contract and St.George’s agreed terms of supply apply. St.George does not represent or 
guarantee that the Information is accurate or free from errors or omissions and St.George disclaims any duty of care in relation to the Information and 
liability for any reliance on investment decisions made using the Information. The Information is subject to change. Terms, conditions and any fees 
apply to St.George products and details are available. St.George or its officers, agents or employees (including persons involved in preparation of the 
Information) may have financial interests in the markets discussed in the Information. St.George owns copyright in the information unless otherwise 
indicated. The Information should not be reproduced, distributed, linked or transmitted without the written consent of St.George. 

 
  
Any unauthorised use or dissemination is prohibited. Neither St.George Bank - A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 
233714 ACL 233714, nor any of Westpac's subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 
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