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CHART 4
HOME LOAN AFFORDABILITY - INDICATOR STATISTIC
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The more moderate rises in house prices in Adelaide have helped to
support home loan affordability in South Australia. As a result, home
loan affordability in South Australia remains notably better than that of
the nation as a whole, as has been the case for many years. The Reserve
Bank's recent cuts to interest rates have further improved home loan
affordability, both nationally and in South Australia.

CHART 6
RETAIL TRADE - % CHANGE OVER PREVIOUS YEAR - SEASONALLY ADJUSTED
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Retail sales in South Australia saw growth that lagged behind the
nation throughout much of the decade and through to late 2014.
However, South Australia has shrugged off the effects of the more
modest rates of population growth in this state to generate growth in
retail turnover at or close to the Australian average for a couple of years
now. Indeed, the latest data saw that gap grow, with growth in retail
turnover in South Australia well above the Australian average.
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CHART 5
INDEX OF DWELLING RENTS - % CHANGE ON PREVIOUS YEAR
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The overall pace of increase in housing rents has been moderating

for a number of years now, both in Adelaide as well as nationally. A
moderation in overall inflation trends, including in wage growth, has
been a contributor to moderating growth in housing rents, as has the
enthusiasm of investors in purchasing of homes and apartments in
recent years, which has increased the supply of available rental homes.
Interestingly, although both have slowed, rentals are now rising faster
in this state than nationally.

CHART 7
RETAIL TRADE - % CHANGE OVER PREVIOUS YEAR - SEASONALLY ADJUSTED
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The solid local outcomes in retail trade cover a relatively wide
divergence of experience across different retail categories. Spending
growth on hospitality (that is, spending on takeaway food and eating
out at cafes and restaurants) has shown the strongest growth over the
past year. At the other end of the scale, sales at department stores have
continued to show a decline, and there has been a marked slowdown in
the sales of household goods after a period of strength.
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CHART 8
NEW MOTOR VEHICLE REGISTRATIONS - SEASONALLY ADJUSTED
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Motor vehicle sales in South Australia have eased in recent months,
although that follows a surge in motor vehicle sales late last year.
Consequently, and despite the recent slowdown, motor vehicle sales in
South Australia remain at a notably higher level than this time last year.
Solid motor vehicle sales are a vote of confidence: they suggest that
there is a degree of comfort in household finances and in the economic
outlook among a number of South Australians. Nationally, there has
been a recent flattening trend in new motor vehicle registrations.

CHART 10
TREND UNEMPLOYMENT RATE (%)

8.0

——South Australia (%) © Australia (%)

2\
/

6.5
EE R
- S8 605 .
6.0 = &
- o
PR ® s
- e
o © LR
S'SM ) < < < < n n n 1 © © ©
- B - - - - o i o - - 1 1
o H r = o H S & o 3 r- A o
= 2 o ) 3 ) E 3 & o
=4 =z & = =4 =z & = =4 =z & = =4

The South Australian economy continues to suffer from the earlier
strength in Australian interest rates and exchange rates. It has therefore
benefitted less than state economies with a similar sectoral make up,
such as Victoria, from recent trends in financial markets. That said,

the big phase of weakness in the local economy was probably in the
first half of 2015, with the state’s unemployment rate picking up at
around that time. There has since been a steady decline in the state’s
unemployment rate since then. That said, it remains well above the
national unemployment rate.

CHART 9
POPULATION TRENDS - % CHANGE ON PREVIOUS YEAR AND LOCAL LEVEL
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The continuing moderation in the growth of ‘people power’ in the state
has recently seen population gains drop below the trend averaged
since the turn of the current decade. Latest data shows a continuing
moderation in population growth in South Australia, whereas
population growth nationally has recently begun to stabilise after
falling since mid-2012.

CHART 11
EMPLOYMENT - % CHANGE ON PREVIOUS YEAR - TREND SERIES
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While South Australia has been an under-performer in employment
growth compared to Australia as a whole for some years now,
employment growth in South Australia has picked up in recent months.
When taking account of South Australia’s weaker population growth
and older population structure, South Australia’s recent employment
outcomes have been particularly solid. That strength in employment
growth has helped to bring down the state’s unemployment rate.
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CHART 12
ROOM OCCUPANCY RATE - TREND SERIES
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The downswing in the Australian dollar in recent years has seen a
trend away from Australians holidaying overseas and towards an
increasingly number of visitors to Australia. The first of these two
factors is consistent with increased domestic tourism. A swing towards
holidays within Australia by Australians usually works to the advantage
of room occupancy rates in South Australia. On the other hand,
however, increased flows of international visitors to our shores tend

to be more important for other states than it is for South Australia. On
balance, recent years have indeed seen some modest gains in average
room occupancy rates in this state, but they are still tracking below the
equivalent indicator nationally.

CHART 14
CONSUMER PRICE INDEX, ALL GROUPS - % CHANGE ON PREVIOUS YEAR
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Inflation has slowed both nationally and in South Australia since

the middle of 2014. Recently, that slowdown has been even more
evident at the local level than at the national level. The modest

pace of economic growth in South Australia has been an important
factor contributing to this differential, with the pricing power of local
businesses more constrained than their national counterparts of late.
Overall growth in consumer prices in South Australia was very low over
the past year.
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CHART 13
TOTAL AVERAGE WEEKLY EARNINGS ($) - PERSONS IN FULL-TIME EMPLOYMENT
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Average wages available in South Australia have tended to be lower
than those evident elsewhere in Australia. Historically, Australia’s
biggest states —NSW and Victoria — have tended to have higher wages,
partly to offset the higher living costs evident in cities such as Sydney
and Melbourne. During the mining boom, wage gains were also
stronger in states such as Queensland and Western Australia. While
average wages in South Australia have shown signs of a solid recovery
after a recent slowdown, they remain notably below the national
average.

CHART 15
SMALL BUSINESS CONFIDENCE - NET BALANCE
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South Australia’s economic challenges have been reflected in levels
of small business confidence that have generally been below the
national average. That said, latest data has shown a pickup in business
confidence in South Australia, but local small business confidence still
lagged the national figure in mid-2016.
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CHART 16
EMPLOYMENT GROWTH & JOB VACANCIES
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Employment growth in South Australia has picked up through the
course of the past year. ThiS has been consistent with a rising trend
in job vacancies in South Australia across a similar timeframe. Job
vacancies have been recovering since reaching a trough in mid-2015,
and suggest that the recent trend in employment growth may be
maintained.

CHART 18
OUTPUT - % CHANGE ON PREVIOUS YEAR
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Overall economic growth in South Australia is estimated to have slowed
a little of late. Growth is estimated to have been slower than national
growth across the matching period. National growth has picked up on
the back of a surge in housing construction, a lift in public investment
and rising resource export volumes, as major resource projects under
construction are completed and reach their production phase.

CHART 17
SHARE OF NATIONAL OUTPUT AND POPULATION (%)
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The long term downward trend in South Australia’s share of the
national population and national economy is continuing. The trend is
largely a reflection of the state’s ‘demographic destiny’, given South
Australia’s relatively older population and slower population growth.
Economic conditions during the resources boom were also stronger in
other states, which led to further losses in market share within Australia
for South Australia.

CHART 19
DWELLING INVESTMENT - % CHANGE ON PREVIOUS YEAR
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There has been a strong upturn in housing construction nationally

of late, supported by a surge in apartment construction in Sydney;,
Melbourne and Brisbane. That has not been the case in South Australia,
which has recently seen housing construction slow, although the

latest data shows that housing construction activity is now stabilising
after earlier falls. The value of residential building approvals in South
Australia has slowed in recent months, suggesting that the near term
outlook for housing construction in South Australia may be relatively
modest.
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CHART 20
BUSINESS INVESTMENT - % OF OUTPUT
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During Australia’s historic mining investment boom, business
investment spending rose steadily as a share of the economy. But

as resource projects under construction have reached completion,
business investment spending has been falling. The so-called
‘construction cliff’ continues to weigh on the national numbers,
whereas the matching downturn in South Australia has been more
moderate over the period since mid-2012. That has continued to
result in the state and national measures moving closer together, but
the recent further falls in investment spending in this state should be
closely monitored.

CHART 22
MERCHANDISE EXPORTS - % CHANGE LAST TWELVE MONTHS TO PREVIOUS
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The value of South Australia’s merchandise exports has shown a rather
subdued performance over the past year. Despite this, South Australia’s
merchandise exports earnings have displayed a stronger performance
than their national counterpart. Nationally, the increase in the volume
of mineral and energy exports has been more than offset by the big
falls in commodity prices (such as coal and iron ore).
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CHART 21
PUBLIC SECTOR OUTPUT - % OF TOTAL CONSUMPTION AND INVESTMENT
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Nationally, public sector output as a share of the national economy fell
for an extended period since the big stimulus programs increasingly
wrapped up in 2010. More recently, falling business investment has
contributed to the public sector comprising a larger share of the
economy. South Australia’s public sector cutbacks came later than was
the case nationally, with a rush of writedowns through the course of
2013 and well into 2014. However, with private investment on the back
foot in the state, public sector spending in South Australia has risen as a
share of the economy as a whole over the past year.

CHART 23
MERCHANDISE IMPORTS - % CHANGE LAST TWELVE MONTHS TO PREVIOUS
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Import growth has moderated since 2014. However, the impact of the
lower Australian dollar has pushed up a bunch of import prices, with a
consequent flow-on effect to a lift in the value of merchandise imports
over the year. Nationally, there are also influences from a reduction in
imported machinery and equipment associated with the wind-down of
construction on major resource projects.
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