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Where are we? And what went wrong?

- Economic growth:
- stuck at 1.75t0 2.25% - IT SHOULD BE 3%

- Inflation:
- stuck at 1.5t0 2% - IT SHOULD BE 2 to 3%

- Unemployment rate:
- stuck at 510 5.5% - IT SHOULD BE 4%

- Underemployment rate:
- stuck at 8t0 8.5% - IT SHOULD BE 6%
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The global economy Is slowing — it Is a worry?

GDP Growth — World

Year-ended
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What is happening in China?

- The Chinese economy Is
slowing, but key output
Indicators are generally

positive

- The authorities are easing
policy to put a floor under the
slowdown

- This is good news for
commodity prices & Australia
to have its major export
market continuing to expand
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In Australia: The big picture not so pretty

- GDP growth has slumped:
Currently 1.8% on track to 1.5%
before a probable 2020 recovery

- Current conditions are driving an
unpleasant mix of falling inflation
& rising unemployment

- Recall — GDP growth should be
3% for the economy to be fully
employed
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Consumer demand will remain sluggish

Household Income and Consumption*
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Dwelling investment has slumped
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Housing supply & demand

Population and Dwelling Stock Growth*

Year-ended

- Supply & demand determine
growth in house prices

- In recent years, there has
been a construction boom well
above population growth &
prices have fallen

- The outlook point to supply
coming back to meet demand
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Wealth “destruction” is not too serious
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Housing Prices
Year-ended growth, seasonally adjusted
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Household Wealth and Liabilities*

Per cent of annual household disposable income
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Government infrastructure spending is weakening

- An area of clear strength in the
economy was public
Infrastructure spending

- As projects are completed,
overall activity is turning lower

- There needs to be a lift in new
projects for there to be a
positive contribution to the
economy in 2020 & beyond
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Pipeline of new Infrastructure remains solid

Major Transport Infrastructure Projects - Australia
Forooast sB".
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The RBA keeps on missing its inflation target

Inflation*
- A weak economy means " e "

uncomfortably low inflation which TR e
has been below the bottom of
RBA 2-3% target range for over "
3 years

Target range

- Low inflation remains the simple
reason why interest rates are low '
both in Australia & globally

Headline
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*  Excludes indirect deposit & loan facilities; adjusted for the tax
changes of 1999-2000
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The labour market iIs soft

Labour Market
e ey % %
- “Labour underutilisation” is the o
current catch-cry for the economy 1o \VM 10
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& underemployment are rising &
are at elevated levels

Unemployment rate
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Wages growth edging up

- High underutilisation in the
labour market means soft wages
growth

- There has been a mild pick up In
the past year, but at 2.3%,
wages growth wont provide
consumers with extra purchasing
power

- It also means inflation will not
nick uno anv time soon
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More older people are in the workforce

Participation Rate

- There's been a massive structural
shift in workforce participation
underway over the past 40 years

- Female participation has been
growing markedly

- Older people are staying in paid
employment in record numbers

- Expect these trends to continue

By age and sex
Bl 1524 | 25-54 55-64 65+ [®
I\/Iales" ‘
80}, . 80
M -
M 3 F ol o
WW\W \“ /m
60 / LW 60
Females
40 40
20 = 20
-~ 1 o v "“'/,‘”
0 L L L L ] i [t Lo
1979 1999 2019 1999 2019 1999 2019 1999 2019

Sources: ABS; RBA



Where have the jobs come from?

Employment Growth by Industry

Cumulative change since March 2013

- Household services have
dominated jobs growth over
the past decade: Carers in
health, NDIS, education

- Business services — bankers,
lawyers, real estate - and
construction have been solid

- Other sectors have seen little
change in employment
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More and more part-time workers

Part-time Workers

- One-third of all workers are ) Share of employment .
now part-timers, up from 10%
In the early 1970s 40 40

Females

- Female part-time 30

employment has stabilised at
around 45% while male part-
time employment continues
to trend higher
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Is there a skills shortage?

- Around 60% of firms are finding
It difficult to find suitably skilled
workers

- With unemployment above 5%
& underemployment above 8%,
this suggests training and
education standards have
fallen short of firm’s needs
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The small business credit crunch?

: : : : Business Lending by Banks*
- Big business borrowing is Break-adjusgtedy

growing strongly which bodes % S
well for capital expenditure

over the near term o Largebﬂeji/r o
- Small business borrowing 250 250

remains flat, hampered by

tighter lending from the banks /‘f\
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The forecasts into 2020

- Global conditions will remain weak-ish over the remainder of 2019,
but nothing too concerning

- Central banks will ride to the rescue with easier monetary policy

- Easy monetary policy means asset prices do well, and this may
eventually spill over to broader inflation rates

- In Australia, some poor data in the near term but with housing close
to a bottom, with interest rate AND tax cuts impacting incomes and
spending, 2020 should see a stronger economy
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