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Labour Force - Unemployment Rate Drifts Higher

11 August 2011

In the past six months, the jobs market has been extremely volatile. However, the
underlying trend still appears to be one of slowing in jobs growth. The unemployment
rate of 5.1% is the highest in eight months and total jobs growth of 1.7% is the slowest
since February 2010.

Leading indicators of jobs, such as job advertisements and business surveys, are also
pointing to slower jobs growth. So there is a risk that the unemployment rate drifts a
little higher over the next few months. However, the labour market is still relatively
tight. The unemployment rate is below the long-run average of 5.3%

Prior to the market turmoil, our view was for rates to remain steady for the remainder of
this year. The weakening domestic data combined with greater downside risks to the
global economy shortens the odds that the next move in rates is a cut.
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In the past six months, the jobs market has been extremely volatile and difficult to read.
However, the underlying trend still appears to be one of slowing in jobs growth. The
unemployment rate of 5.1% is the highest in eight months and total jobs growth of 1.7% is the
slowest since February 2010.

Leading indicators of jobs, such as job advertisements and business surveys, are also pointing
to slower jobs growth. So there is a risk that the unemployment rate drifts a little higher over
the next few months.

However, the labour market is still relatively tight. The unemployment rate of 5.1% is below
the long-run average of 5.3% and aggregate hours worked are growing at the fastest pace in
four months of 2.6%.

The slowing in jobs was widely anticipated because the hectic pace of employment gains in the
second half of last year was not sustainable over a prolonged period of time. Employment
growth averaged 3.3% over the second half of last year compared with the long-run average
of 2.3% and the current jobs growth of 1.7%.

The volatility from month-to-month between full-time and part-time jobs has continued. Full-
time jobs fell by 22,200 in July, after a jump of 51,100 in June. Meanwhile, part-time
employment expanded by 22,100 in July, after shedding 32,900 jobs in June.
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Due to the volatility between full-time and part-time jobs, it is worth examining the net jobs
gains year-to-date. In full-time, 23,800 jobs have been created since January and in part-
time, net jobs growth has been 17,600.

Looking across the States, NSW recovered 19.8k jobs in July after very weak job growth in
recent months. However, net jobs in NSW are still down 7.2k this year but annual jobs growth
is still at a solid pace of 2.0%.

Jobs in Victoria declined 20.6k, more than reversing al9.9k gain in June but Victoria has the
highest rate of annual jobs growth at 2.4% amongst the States.

Meanwhile, Queensland jobs growth remains sluggish and is still struggling after the floods
and cyclones. Jobs rose by just 0.8k in July and the unemployment rate lifted to 5.6% a 5-
month high. It is the highest unemployment rate among the States.

WA's unemployment rate edged 2ppts lower to 4.0% the lowest in 13 months, despite losing
1.5k jobs in July. WA has the tightest labour market and has the lowest unemployment rate
amongst all States.

In other States, SA lost 1.7k jobs while TAS gained 1.7k jobs.
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Outlook for the Cash Rate:

Prior to the market turmoil, our view was for rates to remain steady for the remainder of this
year. The weakening domestic data combined with greater downside risks to the global
economy shortens the odd for a rate cut this year. But we still do not expect 100bp of rate
cuts, which is what inter-bank cash rate futures are pricing by the end of the year.

Besa Deda, Chief Economist Janu Chan, Economist
Ph: (02) 9320-5854 (02) 9320-5892
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Chief Economist Besa Deda dedab@stgeorge.com.au (02) 9320 5854
Senior Economist Josephine Heffernan heffernanj@stgeorge.com.au (02) 9320 5751
Economist Janu Chan chanj@stgeorge.com.au (02) 9320 5892
State Manager SA Mark Goldsmith goldsmithm@banksa.com.au (08) 8424 5597

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 BankSA has a contract to supply
Information, the supply of the Information is made under that contract and BankSA’s agreed terms of supply apply.
BankSA does not represent or guarantee that the Information is accurate or free from errors or omissions and BankSA
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 BankSA products and
details are available. BankSA 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. BankSA owns copyright in the
information unless otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted
without the written consent of BankSA.
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