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Evidence of downturn builds, but unlikely to save mortgage holders from further pain

Can we get inflation under control without driving the economy into recession? That's the big challenge for Australian
policy-makers for 2023. After eight consecutive interest rate rises from May to December, 2022, bringing the cash
rate target from 0.10 per cent to 3.10 per cent, last month’s MLMU suggested the December labour force figures
offered the first hint that interest rates may be starting to bite, despite a sizeable increase in full-time employment of
17,600 jobs. Figures from the January Labour Force Survey reinforce that assessment, with further falls in employment
and hours worked, rising unemployment and underemployment, and more people withdrawing from the labour

force. This time full-time employment followed the script, falling by 43,300, or almost 0.5 per cent. The headline
unemployment rate increased by 0.2 percentage points to 3.7 per cent.

The RBA has already increased rates by a further 25 basis points to 3.35 per cent since the January survey. These
early signs of softening labour demand are unlikely to save mortgage holders from another interest rate rise at the
RBA's March meeting, and probably several more. The most recent quarterly Consumer Price Index (CPI), the key
measure of inflation, shows prices up by 7.8 per cent over the year to the December quarter and by 1.9 per cent from
the previous quarter, way above the RBA's inflation target range of 2-3 per cent per annum.

The underlying strength of the labour market does not suggest any significant easing in inflationary pressures. The
unemployment rate remains just 0.3 percentage points off its 50-year low, and the participation rate of 66.5 per

cent just 0.3 percentage points below its historical high. Advertised vacancies remain high in historical terms and
actually rose by 2.0 per cent in January. We'll get an update on trends in prices on 1 March when the ABS releases
January estimates from the recently introduced monthly CPI indicator. However, expect more job losses and higher
unemployment as interest rates are pushed up to curb inflation. That's tough on those with a home loan, catastrophic
if you have a home loan and you lose your job.

Wages are another important part of the outlook. With December quarter figures for both Average Weekly Earnings
and the Wage Price Index due for release in the days following this monthly labour market update, BCEC will post a
further briefing note on wages next week.

Signs of weakening cross the Nullarbor

The results of January’s Labour Force Survey suggest the WA labour market is also beginning to falter. Total
employment decreased by 5,400 jobs over the month, which included a drop in the number of men employed full-
time by 7,200. Total employment in WA remains lower than in April of last year, marking three-quarters with zero net
jobs growth. The State's unemployment rate rose marginally to 3.6 per cent, but this was suppressed by a fall in the
participation rate of 0.3ppt to 68.8 per cent as a net 4,000 West Australians left the labour market.

With interest rates doing most of heavy lifting to tackle inflation, responses in housing markets will be critical in
determining how any downturn plays out across the states. Property markets in Sydney and Melbourne are generally
seen to be more susceptible to a crash than in Perth. While commodity prices remain strong, WA may be spared the
worst of the coming downturn.
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Nationwide employment suffers second straight fall Table 1: Employment changes - states and territories

The number of employed people in Australia fell by 11,500 in o ] h ]
January, marking back-to-back months of falling nationwide Emrimyed Change from: Changefrom | Change (%) from
. Persons ('000) December 2022 {'000) January 2022

employment. NSW and VIC recorded further losses in employment, )
but they were joined by several other states in January. Overall, January 2023 DECE"I‘___b_f_'_' 2022 : ij_'“‘ﬂ:v_' :
there are growing signs that the labour market is cooling. [ELy] =] zimby) &

. . Australia 13,7219 -115 — A 30 - -43.3 +31.8 A o+48% VW -10%
The largest falls in employment in January amongst the states and  ysw 4,300.8 5.1 5 A +4.9% 2 161 10 A +5.3% A +3.7%
territories were recorded by VIC (-26,500 persons), WA (-5,400) vIC 3,489.7 -26.5 2 A L 7 3.7 228 A 9% V 58%
and NSW (-5,100). In contrast, QLD (+17,900) and SA (+4,200) aLo 2,803.0 +17.5 1 A +3.2% 5 -6.8 247 A H3.9%A +LT7%
registered increases in employment, but these gains only partially ~ 5A 927.8 +4.2 1 A8 4 R4 +18 A H.0% A +21%
offset the job losses across the rest of the nation. A LSl =4 Toas : =i = CEE N

TAS 287.3 27 5 A +3.0% & -6.3 +36 VWV -04% 4 +9.2%

Full-time and part-time employment continued to trend in NT 1425 +0.8 3 A +6.1% 1 0.8 +1.5 A +6.0% A +6.3%
opposite directions in January, as part-time employment increased AcT 2595.2 -2.0 2 A HA.0% 3 -7.9 +5.8 A o+5.9% W O-12%
by 31,800 persons in contrast to a 43,300 decrease in full-time Notes: Seasonally adjusted values are used.
Workers. Part_ﬁme WOI’k increased substantially in QLD (+24’700) Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.

and to a lesser extent in NSW (+11,000), but fell in VIC by 22,800.
The number of people in full-time work fell in NSW (-16,100), the ACT (-7,900) and QLD (-6,800).

The second consecutive fall in national employment offers an indication that the labour market is beginning to loosen, following months of steady cash rate
increases by the RBA. This employment slowdown has been particularly noticeable in NSW and VIC, while WA also faced its heaviest drop in employment since
October 2022. However, other states such as QLD have bucked the national trend this month. We may need to wait a little longer to gain a clear picture of how
different states are being impacted by the downturn.

Participation rate decreases marginally, led by fall in women'’s participation Figure 1: Monthly change in labour force participation

The national labour force participation rate fell by 0.1ppt to 66.5 per cent in January
2023, with the participation rate falling by 0.2ppt to 62.1 per cent for women. The +1.0
participation rate for men held firm at 71.0 per cent.

Although national labour force participation appeared relatively steady over the month,
some strong variation in participation can be observed across the states and territories.
Women's participation increased in SA (+0.6ppt), the NT (+0.5ppt) and QLD (+0.3ppt),
but fell in TAS (-0.6ppt), WA (-0.5ppt) and the ACT and VIC (-0.4ppt each).

In contrast, men’s participation was stable across the states and territories. Gains in
men'’s participation were recorded in QLD (+0.2ppt) and NSW (+0.1ppt), with the most
significant fall coming from VIC (-0.4ppt), providing further evidence that the state
recorded a significant labour market downturn this month. Each of WA, TAS and the
NT recorded no change in men’s participation.
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Year-on-year participation growth has been mixed, increasing by 0.5ppt for men and
falling by 0.1ppt for women nationally. Looking across state jurisdictions, the strongest
monthly growth in participation occurred in NSW and TAS (+1.2ppt each), whilst WA
(-1.1ppt) and VIC (-0.4ppt) were the sole fallers.

Despite these latest falls, it's difficult to interpret the change in the national participation
rate as an indication of a labour market slowdown given it is only 0.3ppt off its record high
of June 2022.

-0.8

Monthly labour force participation growth, ppt

-1.0
Australia NSW vic Qb SA WA TAS NT ACT

Notes: : Seasonally adjusted values are used. Figures show change from December 2022 to January 2023.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.

National unemployment rate climbs, as number of ‘future starters’ also rise Table 2: Unemployment changes: states and territories

Australia’s unemployment rate rose by 0.2ppt to 3.7 per cent in Unemployment Change (ppt) from:
January 2023, driven by an increase of 21,900 in the number of Rate
unemployed people along with a fall in employment of 11,500. January 2023 :
But the unemployment spike may not be as bad as it appears. Al 3.7% _ A 05 5333 +21.9 56.4
The combination of a larger-than-usual rise in the number of NSW 3.1% 1 0.0 -11 1397 A 07 -40.8
unemployed and a drop in employment points to a loosening vic 4.0% 3 A 405 0.0 145.1 : +181 +0.7
labour market, but this must be tempered by the higher-than- Qo 3.8% 4 0.0 -0.5 105.4 v -0.7 127
usual rise in unemployed ‘future starters’ - those who were B coli 7 A w01 U7 B A L =
waiting to start a new job within four weeks and could have WA 3.6% : A w01 01 64 A 4 19
started the job in the labour force survey reference week if the job aAs 41 : I 04 i3 A L4 e

R NT 4.0% 5 0.0 +0.2 5.9 -0.1 +0.6
was available then. AcT 3.4% 2 A 06 +0.1 51 Y s +0.5
The number of unempl()yed future starters follows a seasonal Notes: Seasonally adjusted values are used. State and territory numbers of unemployed people do not :m to figures for Australia due
pattern, peaking in January, but it was higher than usual in January to ABS seasonal adjustment methods.
2023, with around 72,400 unemployed future starters compared Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.

to the average of 61,200 for January between 2016 to 2020.

Over the month to January, no state or territory recorded a fall in their unemployment rate. Additionally, five out of eight states and territories recorded their second
consecutive monthly rise in the unemployment rate - led by increases in the ACT (+0.6ppt), VIC and TAS (+0.5ppt each). Notably, the unemployment count increased
by over 18,100 in VIC alongside a loss of nearly 26,500 employed persons over the month. This has contributed to a sharp spike in the state’s unemployment rate.
The unemployment rate in WA increased by 0.1ppt, with no change over the month for QLD, NSW and the NT.

In year-on-year terms, the national unemployment rate is still 0.5ppt lower than this time last year, led by NSW (-1.1ppt) and SA (0.7ppt), whilst WA has recorded a
modest 0.1ppt improvement from January 2022.

The BCEC Monthly Labour Market Update is based on estimates from the ABS monthly labour force survey. These estimates are subject to sampling variability.
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Underemployment ratio rises marginally, driven by men

The underemployment ratio - the share of workers who would prefer to work more
hours per week - rose marginally by 0.1ppt to 6.4 per cent in January 2023, driven
by a 0.1ppt increase in underemployment for men. Underemployment remained
unchanged for women. 10%

Figure 2: Underemployment ratio by gender: states and territories
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Five out of 8 states and territories experienced an overall increase in the
underemployment ratio, led by large increases in TAS (1.6ppt), the ACT (1.1ppt),
along with WA (0.2ppt), VIC and NSW (0.1ppt), with the biggest fall recorded in the
NT (-0.6ppt).

Interestingly, each of these states also recorded an increase in unemployment in
January, which may provide further indication that labour market conditions are
beginning to weaken - particularly given the increase in the share of workers who
have been unable to work as many hours per week as they would like.
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Men’s underemployment across the states and territories was mixed, with four

out of eight states and territories recording a rise in underemployment, led by

TAS (1.3ppt), WA (0.4ppt) and NSW and VIC (-0.3ppt and 0.2ppt, respectively). In
contrast, the greatest fall was recorded in SA (-1.0ppt) followed by the NT (-0.5ppt).
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Five out of 8 states and territories recording a decrease in underemployment, with Australia NSW - vic Qb SA WA TAS NT ACT

a strong fall in SA (-1.1ppt) followed by smaller decreases in the NT (-0.4ppt) and

W Female (January 2023)
NSW (-0.2ppt). Women'’s underemployment remained unchanged in WA over the

W Male (January 2023)  C1Female (December 2022)  C1Male (December 2022)

month.

On year-on-year terms, underemployment is 0.5ppt lower than January 2022, with

men and women'’s underemployment 0.4ppt and 0.6ppt lower than this time last
year, respectively.

Figure 3: Men’s unemployment rises sharply, drives national increase

Notes: Seasonally adjusted values are used. Figures show change from December 2022 to January 2023.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.
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Notes: Seasonally adjusted values are used.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.

The national unemployment rate leapt for men in January, spiking by 0.3ppt to
3.8 per cent, the highest rate since eight months ago in May 2022. In contrast,
women’s unemployment held steady at 3.5 per cent.

However, with the higher count of unemployed future starters in January
2023, it is yet to be seen whether the sharp rise in unemployment may correct
somewhat in next month’s labour market figures.

The biggest contributor to the rise in the national unemployment rate for men
was a 0.6ppt increase in VIC, who suffered a downturn in the labour market
this month. The largest increase, however, was recorded in TAS (1.2ppt),
followed by smaller increases across the remaining states and territories.

In contrast, WA recorded the largest fall in men’s unemployment at 0.3ppt,
joining QLD (-0.1ppt) as the sole states to record an unemployment decrease
for men.

Women's unemployment across the states and territories was fairly stable,

but only three out of eight states and territories recorded an unemployment
fall - led by the NT (-0.2ppt), NSW and the ACT (-0.1ppt each). Conversely,
the largest increase in women’s unemployment in January was recorded in TAS
(0.6ppt) and WA (0.5ppt).

Unemployment relative to January 2022 remains encouraging, remaining
0.5ppt lower for both men and women nationally. SA (-1.6ppt) is the clear
year-on-year leader for improvement in men’s unemployment, whilst NSW
(-1.3%) leads the nation for women’s unemployment compared to last year.
WA has recorded modest changes (no change for men; -0.3ppt for women).

Figure 4: Full-time work falls nationally, but holds firm for women
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Notes: Seasonally adjusted values are used. Figures show growth from December 2022 to January
2023. ACT and NT values are generally more volatile than other states.
Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.

There was no significant change in employment nationally for women, while
men nationally saw a 0.8 per cent decrease in full-time employment.

This lack of change for women can be attributed to relatively minor opposing
shifts in the major states (NSW -0.2%, VIC +0.2%) in combination with major

opposing shifts in minor states (SA +2.3%, -6.5% drop in TAS). Men’s full-time
work fell in every state and territory across Australia, with the largest drop in

the states being a 1.7 per cent fall in TAS. WA meanwhile fared relatively well
for women, recording a 0.5 per cent rise in full-time employment; whilst men

fared poorly, with a 1.1 per cent decrease in full-time work.

Meanwhile, part-time work saw much more volatile performance across the
states compared to full-time work, for both men and women. Whilst part-
time men overall recorded a 2.8 per cent national increase in employment,
performance between NSW (4.1%) and VIC (-4.1%) was perfectly balanced.
WA, meanwhile, recorded a very strong increase of 7.9 per cent in men’s part-
time employment.

Women working part-time didn’t fare nearly as well, with a 0.6 per cent
decrease in NSW and a 1.1 per cent decrease in VIC. Other than this, women
working part-time saw a large decrease in employment in WA, falling the most
out of any state with a 3.4 per cent decrease.

Full-time employment has seen a prolonged period of growth at the national
level prior to January. Whether the decrease in January continues into
February will be an important test of whether or not the labour market has
actually turned a corner.




Eastern states counteract each other to keep youth unemployment

stable

The youth labour market seemed to fare slightly better than the overall
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Figure 5: Youth unemployment: monthly change, states and territories

Youth unemployment rate Australia: (7.8%, 0.0ppt)

labour market over January 2023, with the needle of youth unemployment

not shifting at all and remaining at 7.8 per cent. This month'’s (lack of)

shift was driven primary by counteracting forces in the east; strong youth
labour market performance in NSW (-1.2ppt unemployment) combined
with minor falls in the youth unemployment rate in ACT and QLD (-0.2ppt
and -0.1 ppt) were met with notable rises in youth unemployment in VIC
(+2.9ppt), SA, and TAS (+1.4ppt and +0.9ppt, respectively). WA, out of
the states that saw an increase in youth unemployment, saw the lowest
increase, rising just 0.8 percentage points.

Youth participation, much like youth unemployment, has had to contend
with contradictory performance across the states over the month of
January 2023; with respectable increases in youth participation in QLD
and VIC (+1.3ppt and +0.8ppt) being offset by a noticeable decrease in
participation in both SA (-1.7ppt) and particularly in WA (-2.7ppt), leading
to a relatively minor 0.1ppt increase in youth participation nationally.

January’s youth labour market saw less of a downturn compared to adults
on a monthly basis, and on a yearly basis it has improved substantially
compared to January 2022; with a 1.1 percentage point decrease in the
youth unemployment rate over the year, as well as a fairly strong 1.9
percentage point increase in youth participation.

Youth unemployment tends to follow the same trends as adult
unemployment over longer periods of time, but it also has a relatively
higher amount of noise even after seasonal adjustment; meaning that the
two figures may not follow the exact same direction month-on-month.
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Whilst the difference in direction between youth and adult unemployment

this month may be an interesting indicator for the strength of the youth
labour market, it also can't be discounted that said difference may just be
noise stemming from the relatively smaller youth population.

Everyone’s on summer holiday, as average monthly hours plummet Figure 6: Averag

Source: Bankwest Curtin Economics Centre | Authors' calculations from ABS labour force data + Created with Datawrapper

Notes: Seasonally adjusted values are used
Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.

hly hours worked: states and territories

Average monthly hours fell in January 2023 in every state and
territory apart from WA, leading to an overall 2.1 per cent drop
in the national average. Monthly hours fell by 6.2 per cent in
the ACT, and by 3.4 per cent and 2.4 per cent respectively in
NSW and VIC.

While January is a month in which many workers take annual
leave and therefore reduce their hours of work, most of this
impact should be captured in seasonal adjustments. However,
the ABS reported that more people than usual took annual
leave in January of 2023, even by pre-pandemic standards.

Year-on-year measures help present a less-worrisome figure for
January 2023; with hours still being up 6.1 per cent nationally
compared to January 2022; and driven by an increase in every
state; including a respectable 10 per cent increase in NSW

and a 9.6 per cent increase in VIC. When looking at yearly
measures, WA's performance becomes less impressive, with
average hours in the state having only risen by 0.4 per cent
compared to January 2022.

This month’s change in average hours worked was observed for
both women and men working full-time (-2.5 per cent and -2.1
per cent, respectively), as well as men working part-time (-2.0
per cent). Women working part time, meanwhile, helped offset
some of the decreases, with a 0.8 per cent rise in average hours
over January 2023.

Average monthly hours - Australia (133.8, -2.1%)

SA (1317,
1.2%)

Source: Bankwest Curtin Economics Centre | Authors' calculations from ABS labour force data * Created with Datawrapper

Notes: Seasonally adjusted values are used
Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0.

The BCEC Monthly Labour Market Update is based on estimates from the ABS monthly labour force survey. These estimates are subject to sampling variability.
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Rising vacancy rates just don’t know when to quit Figure 7: Change in Internet Vacancy Index: January 2016 to January 2023

Despite employment figures pointing to a weakening in labour demand,

the number of advertised vacancies remains robust. The Internet 200.0
Vacancy Index began 2023 with a respectable 2 per cent rise (to
an index of 131.5) following December of 2022; driven by equally
respectable rises in every state save for VIC (where vacancies fell by 0.6 1600
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TAS

180.0

per cent). 140.0

Outside of VIC, TAS displayed the highest increase in advertised

vacancies out of all the states, jumping up 9.1 per cent over the month 1200

to January 2023, alongside a very strong 6.7 per cent rise in vacancies 100.0

in SA. QLD and NSW followed suit; the former rising 3.9 per cent, and 20.0 m
the latter 2.8 per cent. WA saw the “lowest” rise out of all the states, - -

with vacancies increasing by 1.2 per cent; though given that vacancies 60.0

were anticipated to keep falling, this increase still is worth some 200

consideration. oo

Thanks to this more recent rise in vacancy rates, year-to-month vacancy

rate changes are still positive as well going into January 2023, with the 0.0
index rising 4.6 per cent compared to January 2022 nationally. Much

like the monthly observation, all states save for VIC (-1.2 per cent) saw

an increase in vacancies compared to the year prior; with WA again Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Government National Skills Commission.
recording the lowest increase with a 2 per cent YoY rise. Notes: Seasonally adjusted values are used. ACT and NT figures not shown.
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January’s rise in vacancies seems to go against the overall direction in the labour market. One possible explanation for January’s numbers could be due to the
higher-than-usual level of job turnover (even accounting for seasonal adjustment); meaning that firms had a higher number of vacancies to fill without actually
increasing overall employment.

Share of part-time workers leaving the labour force at a high  Figure 8: AUS labour force flows: December 2022 to January 2023

Aligning with the slight fall in the participation rate, flows out of the

labour force between December 2022 and January 2023 greatly .

outpaced flows into it; with a net of roughly 330,000 workers no Part-Time (4,150,000)
longer working or seeking work at the start of the new year. 79% remain PT (3,270,000)

This was, in part, driven by a very noticeable jump in the number of
workers, both part and full time, leaving the labour force between S
months; with 350,000 total part-time workers dropping out alongside §
300,000 full-time workers - a 150,000 increase for the former and o\o\“ S J“’% /)Q

. N S 8% (350,000) , %,
a 160,000 increase for the latter when compared to November to > 4
December 2022. In share terms, this is the largest outflow from full-
time work out of the labour force in over 20 years; and for part time
work the largest outflow since the initial impacts of the pandemic. 6% (30,000)
Flows from outside the labour force into part-time work also took a Full-Time (9,570,000) Unemployed (520,000)
noticeable slow down between months; falling by 40,000 workers to 91% remain FT (8,660,000) 559% remain U/E (290,000)
just 180,000 people total. 0.7% (60,000)

Beyond that, the matching process for unemployed workers also took
a serious hit over the months of December to January relative to the
previous month; with 30,000 more workers remaining unemployed;
20,000 less people finding part-time work, and 10,000 less people % &
finding full-time work. The number of unemployed persons leaving the z
labour force entirely also increased, by roughly 30,000 more persons.

Overall, 55 per cent of December’s pool of unemployed remained

there in January, up from 52 per cent in the previous month.

3% (190,000) \\,b-“‘ N

. X X NILF (7,340,000)
Overall, the flows data give added weight to evidence above of a .
labour market cooldown, and signs that tightening monetary policy 93% remain NILF (6,860,000)
may be starting to have the intended effect to address inflationary
concerns.

Notes: The ABS labour market flows series is based on a matched sample of respondents who are present in the
labour force survey in two consecutive months. Just under 79% of ABS survey respondents in December 2022 were
also present in the January 2023 survey. This chart includes indicative percentage flows across labour market
states, with indicative counts (scaled to reflect approximate population totals) shown in parentheses. Due to round-
ing and scaling, figures will not match totals from elsewhere in this MLMU.

Source: BANKWEST CURTIN ECONOMICS CENTRE | Australian Bureau of Statistics Cat No 6202.0, Table 23 & Pivot
table GM1.
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The BCEC Monthly Labour Market Update is based on estimates from the ABS monthly labour force survey. These estimates are subject to sampling variability.
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