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19 March, 2020

Labour Force
Some Good News


The unemployment rate fell 0.2 percentage points to 5.1%, fully recovering from the 0.2
percentage point rise in January.



The upward trend in employment growth continued, with 26.7k net jobs added in February
following a 12.9k increase in January.



Labour market outcomes have been volatile in recent months. The unemployment rate has been
sticky at just above 5% with a high employment growth being met by high population growth
and a high participation rate.



The participation rate appears to have stabilised at a high level. It was 66.0% in February, where
it has been for 4 of the past 5 months.



February’s gain in employment was driven by increases in the States benefitting from the mining
recovery including Queensland (14.3k), and Western Australia (10.9k).



The global outbreak of the coronavirus is expected to cause a deep shock to economic growth,
despite fiscal and monetary stimulus measures. The unemployment rate is surely to rise, and we
expect it could reach 7.0%.
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The labour market tightened in February. The unemployment rate fell 0.2 percentage points to
5.1%, fully recovering from the 0.2 percentage point rise in January. Labour market outcomes have
been volatile in recent months. The unemployment rate has been sticky at just above 5% with high
employment growth being met by high population growth and a high participation rate.
February’s outturn suggests that the labour market was in a holding pattern before the impact of
the coronavirus outbreak ramped up globally. The ABS noted that there was no discernible impact
from the bushfires or coronavirus outbreak on the labour force statistics for February.
There were 26.7k net jobs added in February, building on solid monthly employment in creases
since November. The gain was mostly in part-time roles, where there were 20k new jobs. Full-time
jobs accounted for 6.7k of the increase. This pattern was the reverse of January where a surge in
full-time workers offset a decline in new part-time jobs.
The participation rate, or the share of the working age population looking for and available to
work, fell slightly to 66.0% in February. The participation rate appears to have stabilised at a high
level following a gradual trend upwards in recent years. It has been at 66.0% for 4 of the past 5
months.
The underemployment rate, which measures the share of those employed but looking to work
more hours, didn’t budge from its elevated level in February. It remained at 8.6% in February,
after rising from 8.3% to 8.6% in January. Underemployment has been stubbornly high since the
GFC, and February and January’s result is the highest outturn since June 2018.
At 2.0%, employment growth remains faster than growth in the population of 1.6% which is a
positive for the economy. However, at 5.1% February’s unemployment rate was above the level
the RBA has estimated to be full employment of 4.5%. This currently available economic data
suggests that the economy was running with plenty of spare capacity in Q1.
States and Territories
The gain in employment in February was driven by a rebound in Queensland (14.3k) and Western
Australia (10.9k). A turnaround in growth in the mining sector has supported activity in these
States. Employment growth in the two largest states was lacklustre. New South Wales saw a tepid
1.5k jobs added after recording a decline in January while Victoria ended a 7-month winning streak
in February, with net employment falling by 8.8k.
South Australia (2.8k) and Tasmania (4k) both added
Employment Change by State
(Year to February 2020, trend, 000s)
jobs over the month.
On an annual basis, trend employment growth remains
highest in Victoria at 77k jobs added in the 12 months
to February. New South Wales added 49.3k jobs over
the same period, its lowest increase since May 2017.
The annual pace of job creation picked up to 61.4k in
Queensland, which was the second highest of the
States. Western Australia also saw a pickup in its
annual pace of job creation, with 27.9k jobs added.
South Australia was the only State to see weaker
employment over the past year, with 1.6k fewer jobs
in the year to February. Tasmania (11.2k) and the ACT
(9.7k) recorded solid increases while the Northern
Territory eked out a small gain of 2.1k.
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In February, the unemployment rate was lowest in New South Wales, which recorded a rate of
4.6%. The Victorian unemployment rate edged lower to 5.3%, remaining elevated after the
previous month’s jump. South Australia recorded the highest unemployment rate of 5.8%.
Queensland’s unemployment remains elevated, at 5.6%, but this was an improvement from the
6.2% registered in January. Western Australia’s unemployment rate fell to 5.2%, reflecting recent
solid employment gains .
Outlook and Implications
Signs of a tighter labour market in February are a welcome development. However, the
unemployment rate remains above the rate at full employment and the available data show that
the economy was on fragile footing before the global outbreak of the virus began.
The data precedes the significant economic shock from the coronavirus outbreak. We expect the
downturn in economic activity over the first half to be deep. The stimulus response from
policymakers has been targeted at supporting jobs which will provide some cushion. Nevertheless,
businesses will be reluctant to hire during these uncertain times.
Given Australia’s rapid population growth and high participation rate, the lack of new jobs being
added will be enough to cause a material increase in the unemployment rate. Our forecast is for
the unemployment rate to peak at 7.0%, provided we see a peak in the COVID-19 infection rate by
the middle of this year.
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 Melbourne
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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