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Trading Partner Growth

US and Europe

China

Commodity Prices

Global trading partner growth has softened and is expected to
continue at a more moderate pace over the near term. Downside
risks centre around the potential impact of the Coronavirus
outbreak as well as ongoing international trade disputes.

Economic activity in the US remains high, but momentum has
eased. Unemployment is at low levels, but business investment
has slowed. Growth in Europe has softened as global trade
concerns and the uncertain impact Brexit weigh on conditions.

Growth in China has moderated and the rate of growth is expected
to decline over the next few years. Government intervention to
support the economy may slow the pace of decline. The impact of
ongoing trade disputes remains uncertain, as does the
Coronavirus.

Bulk commodity prices have fallen in recent months, which sharp
declines in coal prices. The iron ore price has fallen somewhat
and is likely to decline further as Brazilian iron ore mines re-open.
Subdued Chinese activity due to the closure of steel mills over
the Coronavirus may also weigh on prices.

AUSTRALIA

National Economic Growth

Business Investment

Labour Market

Housing Market

GDP growth in Australia has been soft, with slow consumption
growth and growing uncertainty in the global market. The RBA
expects moderate growth of 2½ per cent over 2019-20, supported
by accommodative monetary policy and infrastructure spending.

Non-mining investment continues to grow, driven by
infrastructure projects. Mining investment is expected to grow
over the coming year. Drought conditions in much of the country
are affecting rural sectors. The impact of recent bushfires remains
uncertain.

National employment growth has been strong, but increasing
participation means the unemployment rate has increased. This
suggests there remains some spare capacity in the labour
market. Health related jobs and the NDIS are driving demand for
labour.

Nationally, housing prices have started to increase again after
falling over the past year. Most rental markets remain relatively
tight, with vacancy rates below average.

Gross State Product

Capital Expenditure

Wages

State Final Demand and Unemployment

GSP, a measure of WA’s total economic growth, grew by a
modest 1.0% in 2018-19. Growth was driven by a rise in exports
such as iron ore and oil and gas, while declining business
investment weighed down the WA economy.

WA CAPEX moderated as the mining investment boom reached
its end. In recent quarters, CAPEX has stabilised. New
investment in maintaining and expanding resources projects
should lead to a moderate increase in coming quarters.

Wages growth has picked up slightly in recent months, but
remains at historically low levels. Spare capacity in the labour
market is limiting potential increase to wages in the
short-to-medium term.

State Final Demand, a measure of domestic economic activity, was flat
in the year to September 2019. This is a slight improvement over recent
years, and in line with the stronger conditions unemployment has fallen
somewhat.
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The employment to population ratio in WA has increased over the
past few months and it remains the highest of all the states.

The size of the WA labour force has been increasing, driven by
increasing female labour force participation. Female labour force
participation is at a record high while male labour force
participation has declined somewhat since 2015.

WA’s youth unemployment rate remains relatively high. However,
despite volatility in monthly figures, there has been some
improvement over recent quarters. It continues to be much higher
than the national rate and WA’s overall unemployment rate.

Job vacancies remain at a relatively high level, suggesting
continued improvement in the unemployment rate over the
coming year.

Population Growth

Consumer Confidence

Business Confidence

Retail Sales

Population growth in WA remains subdued, but is slowly
increasing. Growth in the year to June 2019 was 1%, slightly
faster than the previous year. Growth has been driven by natural
increase and overseas migration, while net interstate migration
remains negative.

The CCIWA’s measure of consumer confidence dropped slightly
over the December quarter. Cost of living and concerns about
personal finances were reported as the main detractor from
confidence levels in the quarter.

Business confidence in Western Australia picked up marginally in
the last half of 2019. Mining and construction sectors remain
positive, while weak demand is impacting on confidence in other
sectors, particularly retail and professional services.

Retail sales in WA appear to be improving, although growth
remains very modest. Department stores sales have declined
over the year, but cafes and restaurants have seen solid
increases.

Building Activity

First-home Buyers

Purchase Capacity

Housing and Incomes

Dwelling commencements have been falling since 2014.
Completions have followed the same pattern. Forward indicators
of building activity remain soft and an improvement is not
expected in the short-term.

First-home buyer activity remains much higher in Western
Australia than the rest of the nation. Relatively low prices continue
to provide opportunities for first-home owners.

Moderate income households, including those earning 80% of the
median income and key workers, cannot afford to purchase a
lower quartile-priced home with repayments below 30% of their
income.

The cost of housing in Perth has far outpaced increases in the aged
pension and minimum wage. Since 2000, rents in Perth have increased
by 135% while the aged pension has increased by 128% and the
minimum wage by only 90%.
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