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Labour Force
It’s Coming

e Employment grew 5.9k in the month, which was the weakest outcome in five months.
Significant job losses are expected to show up in the next labour force survey for April.

e The survey period for March’s data was taken in the first two weeks of March and predates the
‘Stage One’ social distancing restrictions effective from March 23. These restrictions required
non-essential services to close, including pubs, clubs, hotels, gyms, cafes, cinemas, casinos and
restaurants.

e The unemployment rate edged up from 5.1% in February to 5.2% in March, reflecting the soft
employment outcome.

e Another sign of softening labour market conditions in the lead up to social distancing
restrictions being implemented was the lift in the underemployment rate. The
underemployment rate edged up from 8.7% to 8.8%, which is its highest in nearly three years.

e The Federal Government’s Job Keeper package will mean that those receiving the wage subsidy
will be still counted as employed, even if they are not working any hours. The package helps
limit some job losses, but the scale of job losses is expected to be significant.

e  Our central forecast is for the unemployment rate to peak at 9% later this year, but we cannot
rule out the unemployment rate rising to the double digits; there is considerable uncertainty
around when the virus will be contained and economic activity recover, making the variability
around unemployment forecasts higher than usual.

Unemployment Rate Employment Growth

(per cent) (annual % change)
15 10

Our central forecast for
the Unemployment rate our

peak Forecast
—

T S W 4 \g\ s (MM -

Part-time

Full-time

Source: ABS Source: ABS

-5
78 8 86 90 94 98 02 06 10 14 18 Jan-00 Jan-04 Jan-08 Jan-12 Jan-16 Jan-20




Data Snapshot — Thursday, 16 April 2020

Employment grew 5.9k in the month, which was the weakest outcome in five months. Significant
job losses are expected to show up in the next labour force survey for April.

The survey period for the data was taken in the first two weeks of March. ‘Stage one’ restrictions
were effective from March 23, which required non-essential services to close, including pubs,
clubs, hotels, gyms, cafes, cinemas, casinos and restaurants. A significant job loss is expected for
April.

The unemployment rate edged up from 5.1% in February to 5.2% in March, reflecting the soft
employment outcome.

The breakdown revealed a 6.4k increase in part-time jobs, while full-time jobs edged down 0.4k.
Part-time jobs have gradually increased in comparison to full-time jobs over recent months,
suggesting some growing caution among firms about the outlook. Over the year, part time
employment grew at an annual rate of 3.4%, the strongest in nearly two years. Full-time
employment slowed to 1.0% in the year to March, the weakest annual rate in just over three
years.

Another sign of softening labour market conditions in the lead up to social-distancing restrictions
being implemented was the lift in the underemployment rate. The underemployment rate edged
up from 8.7% to 8.8%, which is the highest in nearly three years.

The underemployment rate will become an increasingly important gauge of the overall impact of
COVID-19 on the labour market. The JobKeeper package will encourage firms to keep employees
that they would have otherwise let go, but likely to do so on reduce hours reflecting the loss in
activity. Therefore, there will be workers who will still have a job but be looking for more hours.
Moreover, an employee who is laid off temporarily without pay will not be defined as unemployed
by the Australian Bureau of Statistics (ABS) until four weeks after their last pay cheque. As many of
those who have lost their jobs have been laid off, rather than dismissed, underemployment should
lead unemployment.

States and Territories

Half of the States recorded increases in employment over the month of March and half posted
decreases. Victoria recorded the largest increase in March of 13.3k, bouncing back after last
month’s decline in net employment. Victoria’s labour market has been a stand-out over the past
year with solid jobs growth amid solid economic growth and net migration. South Australia
registered the next highest number of new jobs in March with 3.5k added while New South Wales
added a modest 1.5k.
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37.1k, its slowest outcome in 3 years. South Australia is the only State to record a net decline in
jobs over the past year with 0.5k fewer jobs. Western Australia (26.3k), the ACT (11.2k), Tasmania
(10.9k) and the Northern Territory (4.2k) all saw positive yearly jobs growth in March.

New South Wales’s unemployment remained the lowest of the States in March at 4.8%, although
this was up from 4.6% in the previous month. The Victorian unemployment rate edged lower to
5.2% while Queensland’s edged higher to 5.7%. South Australia recorded the highest
unemployment rate of 6.2%. Western Australia’s unemployment rate rose to 5.4% while
Tasmania’s remained steady at 5.0%.

Outlook and Implications

Job losses are set to spike as the social-distancing measures and shutdown of non-essential
services across the country are revealed in the economic data.

Yesterday, the Westpac-Melbourne Institute consumer sentiment survey indicated a significant
proportion of respondents have lost their incomes. Of those that were employed in March, 7% lost
their job over the last month and 14% reported being temporarily stood down without pay.

Those reported as being unemployed will not be as severe in the official data from the ABS. The
Federal Government’s Job Keeper package will mean that those receiving the wage subsidy will be
counted as employed, even if they are not working any hours.

However, the scale of job losses is expected to be significant. Our central forecast is for the
unemployment rate to rise and peak at 9% later this year.

The loss of economic activity and reduced spending will have an impact on the job market broadly.
Moreover, there will be those who do not qualify for the JobKeeper payment. Indeed, given the
uncertainty around how long containment measures will last for, there is a risk that the
unemployment rate could lift even higher. Net job losses of over one million over the next few
months would be a feasible scenario. We, therefore, cannot rule out an unemployment rate in the
double-digits.
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