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Wage Price Index
Weakest Wage Growth on Record (Again)
•

The easing of lockdown measures in Australia (except Victoria) was not enough to lift the pace
of wages growth. Despite weakness in the June quarter, wages growth slowed again in the
September quarter, with growth at just 0.1%. This is the slowest pace in the history of the series
which dates back to 1997.

•

Significant spare capacity in the labour market continued to weigh on wages growth in the
September quarter.

•

On an annual basis, wages growth slowed from 1.8% in the June quarter to 1.4% in the
September quarter, the weakest annual pace since the series started.

•

All industries reported some small wage growth in the September quarter, except rental, hiring
& real estate (no change) and private administrative & support services (0.3% decline).
Healthcare & social assistance, and construction rebounded from their record weakest readings
in the June quarter, increasing by 0.8% and 0.7%, respectively.

•

For the December quarter, the outlook remains uncertain. On the upside, fiscal and monetary
stimulus measures will play an important role in supporting demand, jobs and wages growth. On
the downside, considerable slack in the labour market should exert negative pressure on wages.
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Wages
The easing of lockdown measures in Australia (except Victoria) was not enough to lift the pace of
wages growth. Despite weakness in the June quarter, wages growth slowed again in the
September quarter, with growth at just 0.1%. This is the slowest pace in the history of the series
which dates back to 1997.
Significant spare capacity in the labour market continued to weigh on wages growth in the
September quarter.
On an annual basis, wages growth slowed to 1.8% in the June quarter to 1.4% in the September
quarter, the weakest annual pace since the series started.
Growth remained low in the private sector, recording the same 0.1% increase in September
quarter as in the previous quarter. However, wages growth in the public sector edged lower to
0.2%, from a 0.5% increase in the June quarter. The September result for the public sector is the
weakest one in the history of the series. Annual wages growth in the private sector remained
lower (1.2%) than in the public sector (1.8%) in the September quarter. Both rates are also at
historical lows.
By industry
All industries reported some small wage growth in the September quarter, except rental, hiring &
real estate (no change) and private administrative & support services (0.3% decline). Healthcare &
social assistance, and construction rebounded from their record weakest readings in the June
quarter, increasing by 0.8% and 0.7%, respectively.
On an annual basis, only three industries out of 18 had wage growth in excess of 2%. The fastest
annual growth was in education & training and financial & insurance, each recording a 2.4%
increase. They were followed by electricity, gas, water and waste services (2.1%). The weakest
annual growth was in private administrative & support services and accommodation, each with
0.5% growth.
By State
As expected, Victoria was the weakest performer in the September quarter. The second wave of
COVID-19 infections, that resulted in a State-wide lockdown, has been the underlying cause
behind the weakness in wages growth in Victoria. Wages rose a timid 0.1% in the state after a
0.1% fall in the June quarter.
Among other States and territories, performance was similar across the board. The best performer
was Queensland with a 0.6% growth in the September quarter. It was followed by NSW, South
Australia, Western Australia and the ACT, each with a 0.5% lift. The Northern Territory recorded a
0.4% increase in the quarter.
On an annual basis, wages growth was the weakest in Victoria (1.1%), followed by the ACT, NSW
and Western Australia, each with 1.4% growth. The strongest annual growth was in South
Australia (1.9%), followed by Tasmania and the Northern Territory, each with 1.7%.
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Outlook
The September quarter wage outcomes strongly suggest the pandemic has negatively affected the
main source of income for most Australians.
For the December quarter, the outlook remains uncertain.
On the upside, a series of economic support measures were announced in October and November,
including:
•
•
•
•
•

The Reserve Bank (RBA) has expanded its monetary stimulus.
The 2020-21 Federal Budget delivered several fiscal measures to stimulate job creation,
strengthen businesses balance sheets and promote demand growth.
State budgets released in November revealed substantial investments in infrastructure and
other areas under their responsibility, such as education and health. Victoria’s budget will
be released on November 24.
Victoria has managed to control infection rates and eased lockdown restrictions.
Business and consumer confidence have improved. This is encouraging as monetary and
fiscal stimulus tends to be more effective when businesses and consumers are optimistic.

On the downside, there is still significant slack in the labour market as indicated by yesterday’s
payrolls and wages data.
Felipe Pelaio, Economist
Ph: 02-8254-0646
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The Detail
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 Bank of Melbourne has a contract to supply
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne
does not represent or guarantee that the Information 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 reliance on investment decisions made using the Information. The Information is subject to change.
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne 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. Bank of
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or
transmitted without the written consent of Bank of Melbourne.

Any unauthorised use or dissemination is prohibited. 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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