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Labour Force
Another Step Forward
•

In December, 50.0k jobs were created. This follows the creation of 180.4k jobs in October and
90.0k in November. Jobs are being recreated at a solid pace as the economy re-opens in fits and
starts. We believe there is more job creation to come in 2021.

•

An expanding employment market continues to draw back discouraged workers. The
participation rate rose from 66.1% in November to 66.2% in December and the unemployment
rate fell to 6.6% from 6.8% in November.

•

The level of employment in Australia is still 0.7% below its pre-COVID-19 level in February
representing the loss of 93.1k jobs.

•

While employment grew 0.4% in December, the number of hours work rose only 0.1%.

•

Despite the ongoing good news on job growth and unemployment, youth unemployment
remains disturbingly high at 14.0%. This, however, is down on the 14.6% reported in November.

•

Victoria and Queensland led the charge in jobs growth, however, NSW and South Australia
reported job losses in December. Queensland has the highest unemployment rate among the
states at 7.5% while Western Australia has the lowest at 6.2%.

•

We expect the unemployment rate to stand at 6.0% in December 2021 and 5.2% in December
2022. The peak in the unemployment rate now appears to be behind us.

1

Data Snapshot – Thursday, 21 January 2021
The labour market continued its recovery in December with the creation of a further 50.0k jobs.
This came after the creation of 180.4k jobs in October and 90.0k in November. Of the jobs created
in December, 35.7k were full-time and 14.3k were part-time. These are, once again, encouraging
numbers and suggest that the economy is maintaining its recovery momentum as we move into
2021.
The level of employment in December was 93.1k lower than in February 2020, the month before
the pandemic was declared. Provided job growth can be maintained, the early months of 2021
should see employment reach its pre-pandemic level.
The unemployment rate fell from 6.8% in November to 6.6% in December. One might have
expected the creation of 50k new jobs would lead to a larger decline in unemployment rate. As
has happened in previous months, the rise in jobs was counteracted by a rise in the participation
rate from 66.1% to 66.2%.
A rising participation rate is a good sign for the economy even if it can slow the decline in the rate
of unemployment. The rising participation rate signals, in part, that people are re-joining the
labour force in expectation of being able to find work. It is the opposite of the ‘discouraged
worker’ effect that occurs when there is a widespread loss of jobs – as happened in the first half of
2020.
Despite the improvement in the labour market, 912k people remain unemployed. The level of
youth unemployment fell from 14.6% in November to 14.0% in December – still disturbingly high.
Despite the solid rise in employment, the rise in the number of hours worked was less impressive.
Hours worked rose just 0.1% compared to the 0.4% rise in employment. That said, it was an
improvement on November. Hours worked are down 1.5% on December 2019. At their worst,
hours worked were down 9.6% in the 12 months to May 2019. The labour market is picking up.
States
Not all states saw jobs growth in December. NSW, which has seen jobs growth in five of the last six
months, reported the loss of 17.1k jobs in December. Likewise, South Australia saw the loss of 0.5k
jobs in December following a loss of 0.9k in November. Prior to November, South Australia had
seen five months of good jobs growth. The declaration of the Northern Beaches region of Sydney
as a hotspot did not occur until December 18, too late to have an impact on the December labour
force survey.
Victoria reported a third straight month of jobs expansion. As it emerged from lockdowns in early
November, the state added jobs, with 74k created in November and a further 14.6k jobs created in
December.
Jobs growth rebounded in Queensland with the creation of 36.6k jobs. This followed the loss of
20.4k jobs in November. Since May, Queensland has seen the creation of 221.7k jobs compared to
the loss of 211.0k jobs during March, April and May.
Western Australia has seen the creation of 102.1k jobs in the last seven months following the loss
of 103.1k jobs during the early stages of the pandemic.
After two months of job losses in September and October, when 4.0k jobs were lost, Tasmania
managed to see the creation of 2.8k jobs over November and December.
Unemployment rates across the States are mixed. The highest rate is in Queensland at 7.5% with
Western Australia the lowest at 6.2%. The unemployment rate in NSW and South Australia stands
at 6.4% and at 6.5% in Victoria. Tasmania’s unemployment rate was 7.0% in December, well down
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on the 8.2% reported in October 2020.
Outlook
Policies are in place to lift demand and employment. COVID-19 can be contained and managed
with vaccines becoming available later this year. There is scope for further easing of social
distancing regulations and there is still some possibility that our international border could be
reopened, in stages, during 2021.
We expect the unemployment rate to stand at 6.0% in December 2021 and 5.2% in December
2022. We believe the peak in the unemployment rate is now behind us.
Hans Kunnen, Senior Economist
Ph: 02-8254-1316
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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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