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Wage Price Index
No Pressure Ahead of COVID-19 Shock


The wage price index rose 0.5% for the fourth consecutive quarter in the March quarter,
confirming that there was little upward pressure on wages ahead of the widespread movement
restrictions introduced in Australia to contain the spread of the coronavirus.



On an annual basis, wage price growth slipped to 2.1%, from 2.2% in the December quarter of
2019, the weakest in nearly two years



Public sector wages grew slightly faster than those in the private sector, at 0.6% compared with
0.5%, respectively.



Annual wage growth continued to slow in Victoria, but it remained the highest of the States at
2.6% growth in the March quarter. New South Wales wages growth remained sluggish at 2.1%
while wages growth improved from a low base in the mining States of Queensland (2.1%) and
Western Australia (1.8%).



Wage growth varied across industries, but most remain subdued. The largest annual gain in the
December quarter was registered in health care and social assistance at 3.0%. The weakest pace
of growth was in information, media & telecommunications at 1.6%.



There have been some early signs of wages growth slowing amid an increase in unemployment
and a fall in aggregate demand. With the unemployment rate expected to remain elevated for
some time, wage growth is likely to remain subdued.
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Wages growth remained subdued in the March quarter, just before the widespread measures to
contain the spread of the coronavirus were introduced in Australia. The latest data show that
there was spare capacity in the labour market before the onset of the health crisis, amid sluggish
economic growth over the past year. The Australian Bureau of Statistics said that the wage prices
were measured during the mid-point of the quarter (February).
The wage price index rose 0.5% over the quarter, as we and the market expected. The index has
increased by 0.5% for four consecutive quarters. On an annual basis, wage price growth slipped to
2.1% from 2.2% in the December 2019 quarter. It was the lowest annual pace of growth since the
June quarter of 2018.
Public sector wages grew slightly faster than those in the private sector, at 0.6% compared with
0.5%, respectively. This was the reverse of last quarter’s outcome, when public sector wage
growth was lower than in the private sector for the first time since 2012. Annual public sector
wages were 2.4% higher, compared with a 2.1% increase in the private sector.

By industry
Wages growth was subdued across most industries. Annual growth remained highest in the health
care and social assistance sector, which rose 3.0%. Annual wages growth in this sector has
decreased for three consecutive quarters from a high of 3.3% reached in the June 2019 quarter.
The relatively strong annual increase reflects an earlie r wage hike for Victorian healthcare
workers.
The arts & recreation sector saw a 2.7% increase in annual wages in the March quarter, up from
2.2% recorded in the December 2019 quarter. New high frequency data released by the ABS
measuring weekly payrolls wages and jobs show that the arts and recreation sector has been one
of the hardest hit by the restrictions aimed at curbing the spread of the coronavirus. The new data
series also suggests that wages in the accommodation & food services sector will come u nder
downward pressure. This industry will be starting from a low base, with annual wages growth of
2.2% in the March quarter.
Sectors exposed to household consumption generally underperformed, reflecting the soggy state
of consumer spending over the past year. Wages in retail trade rose 1.8% over the year. Despite
signs of a rebound in building approvals and continued house price growth over the first quarter,
annual wage growth in the construction sector remained muted at 1.8%. The lowest pace of wages
growth was once again recorded in the information, media and telecommunications industry,
where wages rose by an annual rate of 1.6% for the second consecutive quarter.

By State
The strongest annual growth in wages was recorded in Victoria for the seventh consecutive
quarter in the March quarter. Victorian wages grew by 2.6%, although this rate has eased from
2.9% registered in the June quarter of 2019. A one-off increase in wages to some public sector
employees, particularly in the health care sector, have been driving the relatively strong gain in
Victorian wages.
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Wages growth picked up in the ACT to 2.4%, matching the pace recorded in the Northern Territory
and Tasmania. South Australian wages grew by 2.3% while annual growth in New South Wales was
slightly lower, at 2.1% in the March quarter compared with 2.2% previously.
Queensland saw a pick up in annual wages growth from 1.8% to 2.1%. Western Australia wages
growth was the lowest of the States at 1.8%. On a positive note, wages growth in Western
Australia has been on a steady upward trajectory since their recent trough of 1.2% recorded in the
March quarter of 2017.

Outlook
The steady outturn for wages growth in the March quarter did not come as a surprise.
Government measures to contain the spread of the coronavirus were not introduced until after
this data was collected. The tepid outcome for wages growth over the quarter confirms that there
was spare capacity in the labour market in the lead up to the health crisis.
Wages growth is likely to slow over the coming year given an expected sharp increase in
unemployment..
Weekly payrolls data shows that total amount of wages paid by businesses fell 8.2% between the
week ending March 14 and April 18, indicating a large drop in the demand for labour. The weekly
data series reveal a sharp divergence in fortunes across sectors, highlighting that that different
jobs are likely to be affected by varying degrees.
The wage price index is unlikely to weaken as significantly over the June quarter, as it aims to track
the price of labour accounting for heterogeneity in jobs, rather than measuring the lost incomes
due to a fall in the number of hours worked. The hourly wage rate is influenced by many factors,
including the demand for workers across various industries and positions.
We expect that labour market conditions will remain challenging in coming months, and the
unemployment rate is expected to stay relatively high for some time . The expected increase in
unemployment suggests that wages growth, and inflation, is set weaken further. With the cash
rate at its lower bound of 0.25% and the RBA already pursuing a raft of unconventional policy
measures, monetary policy is likely to remain loose for some time.
Nelson Aston, Economist
Ph: 02-8254-1316
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The Detail
The information contained in this re port (“the Informa tion”) is provided for, and is only to be use d by, persons in Aus tralia . The information may not
comply with the laws of another juris diction. The Information is gene ral in nature and does not take into account the particular investment objectives
or financial s ituation of any potential reade r. It does not constitute, and should not be relie d on as, financial or investme nt a dvice or
recommenda tions (expressed or implied) and is not an invitation to take up securities or other financial products or services. No de cision should be
made on the basis of the Information without first seeking expe rt financia l advice. For persons with whom Bank of Melbourne has a contract to supply
Information, the supply of the Information is made unde r that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbo urne
does not re present or guarantee tha t the Informa tion is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in
relation to the Information and liability for any re liance on investment decis ions made us ing the Information. The Information is subject to change.
Terms, conditions and any fees apply to Bank of Melbourne products and deta ils are available. Bank of Melbourne or its officers, agents or employees
(including pers ons involved in preparation of the Information) may have financial inte rests in the markets discussed in the I nformation. Bank of
Melbourne owns copyright in the information unless othe rwise indica ted. The Information should not be reproduced, distributed, linked or
transmitted without the written consent of Bank of Melbourne.

Any unauthorised use or dissem ination is prohibite d. Neither Bank of Melbourne- 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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