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Labour Force
Dead Cat ‘Fall’?

e The unemployment rate ticked lower to 5.2% in September. The drop was driven by a fall in
the participation rate and has partly reversed the recent trend of a rising unemployment
rate. Nonetheless, there continues to be a risk that the unemployment rate trends higher.

o Employment growth remains solid. There were 14.7k jobs added to the economy in
September following a 37.9k gain in August. The most recent gain was driven by an increase
in full-time jobs of 26.2k. Part time employment fell 11.4k.

e By State, a large increase in QLD (25.3k) offset falls in NSW (-23.0k) and WA (-5.9k). There
were broad gains across the other states including VIC (8.6k), SA (1.5k) and Tas (2.2k).

e Arrising participation rate has added to the persistence of excess capacity in the labour
market. While, the participation rate dropped 0.1 percentage points to 66.1% in September,
the participation rate remains elevated, and is close to a record high.

e Sluggish leading indicators such as business confidence and conditions and an uncertain
global environment point to downside risks for employment growth in the near term. The
unemployment rate remains well above the RBA’s 4.5% estimate of full employment.

e While the fall in the unemployment rate in today’s data lessens the likelihood that the RBA
will lower rates as soon as November, the ongoing risk that the unemployment rate will
trend upwards keeps open the case for the RBA to cut rates further.
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The unemployment rate fell to 5.2% in September from 5.3% in August. Employment grew 14.7k in
September following a 37.9k increase in August. Average employment growth over the past three
months is now 29.2k, while the monthly average over 2019 stands at 25.4k.

Full-time employment was responsible for the uplift in hiring over the month. Full-time
employment increased 26.2k in September, more than offsetting a 13.2k fall last month while
part-time employment fell 11.4k after rising 51.1k in August.

In recent times, strong employment growth has been accompanied by a rising participation rate
and high population growth, which have left the unemployment rate higher. In September, there
was a pause in this dynamic, with the participation rate slipping lower from last month’s record
high. However, at 66.1% in September the participation rate remains elevated by historical
standards and is 0.4 percentage points higher than it was at the beginning of the year. A record
66.2% of the working-age population were looking for work in August.

The underemployment rate fell to 8.3% in September from 8.6% in August, although this indicator
tends to be quite volatile.

Firm employment gains have continued despite economic growth falling below trend amid a
softening in business confidence and conditions. The higher participation rate compared to the
beginning of this year has added to spare capacity in the labour market. Despite today’s data,
there remains slack compared with last year and the unemployment rate remains on an upward
trajectory.

Australian Employment Growth

Employment Change By State
(annual % change)

(Year to September 2019, trend, in 000s)

6 23
NAB Employment NSW
| 1 Sub Index (rhs)
4 13 vIC
QLb
2 kN 3
SA
0 7 WA
Employment Tas
2 Growth (lhs) 17
ACT
Source: ABS, NAB
4 -27 NT
03 06 09 12 15 18

-40 0 40 80 120

States and Territories

The profile of job creation was mixed among States in September. Declines in New South Wales (-
23.0k) and Western Australia (-5.9k) was offset by a large rise in Queensland (25.3k). Victoria
(8.6k) recorded a more modest uplift following a more sizeable 20.3k increase in the previous
month. It has now recorded a net monthly gain in employment for three consecutive months.
Tasmania (2.2k) and South Australia (1.5k) also recorded gains.

In terms of annual employment growth, Victoria (103.2k) overtook New South Wales (96.1k) as
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the largest contributor to national jobs growth. Annual job gains have slowed in both of these
States. Given a large increase in September, Queensland saw its annual growth in employment
jump to 75.9k in September from 33.9k in August. Yearly growth was more subdued elsewhere
with South Australia (17.0k) relatively steady over the month and easing in Western Australia from
18.5k to 8.7k. Tasmania returned to positive yearly growth for the first time since April with an
annual net employment change of 2.8k.

In September, the unemployment rate remained lowest in New South Wales at 4.5%, although it
rose from 4.3% in August. Victoria’s unemployment rate fell back to 4.7%, helped by a falling
participation rate. Queensland saw its unemployment rate increase slightly to 6.5%, the highest of
the states. South Australia recorded the next highest unemployment rate of 6.3%, although this
was down from 7.3% in August amid an increase in employment and a lower participation rate.
Western Australia’s unemployment rate edged down to 5.7% while Tasmania also saw a slight
reduction to 6.2%.

In trend terms, the ACT’s unemployment rate remained at 3.5%, where it has been for most of the
past year and the NT saw an increase to 5.6%.

Outlook and Implications

A rising participation rate and strong population growth over the past year has meant the growth
of potential workers has kept pace with solid employment growth. While both the participation
rate and the unemployment rate edged lower in the month, the risk that the unemployment rate
will lift remains.

Leading indicators continue to point to continued slack in the labour market. Business confidence
continues to languish well below its long run average and operating conditions appear to be on a
downward trend. Meanwhile, an uncertain global environment, including a global growth
slowdown, US-China trade tensions and Brexit add to the risks that employment growth will turn
weaker.

Despite the latest fall, the overall upward trajectory of the unemployment rate this year is at odds
with the RBA’s aim of tightening conditions in the labour market and achieving a 4.5%
unemployment rate, which it estimates to be the full-employment level. It also limits the
opportunity for a pick up in wages growth which is a key requirement for inflation to return to the
RBA’s 2-3% target band.

Continued spare capacity in the labour market provides impetus for the RBA to cut rates further.

While the fall in the unemployment rate in today’s data lessens the likelihood that the RBA will
lower rates as soon as November, the ongoing risk that the unemployment rate will trend upwards
keeps open the case for the RBA to cut rates further.

We believe another cut is likely, and favour February next year for the timing, but cannot rule out
a move earlier in December.
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