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Key Points

The jobs market has been very strong;
e The demand for workers is moderating slowly; and
e There has been a notable rise in the supply of workers;
e That combination will see the unemployment rate rise to over 4.5% by end-2024.

The jobs market has been strong

One of the great success stories of the pandemic economic rebound (in Australia and other developed
countries) has been the strong performance of the jobs market. The monthly growth in jobs has slowed. But it
had to, given that the rate of jobs increase post the pandemic was unsustainable. The 12-month average jobs
change in August was around its highest level in the thirty-plus years prior to COVID. The unemployment rate
was still near fifty-year lows.

Jobs growth has been very strong, albeit it is The unemployment rate remains near cyclical
beginning to slow. lows.

Monthly jobs change Unemployment rate
{rolling 12 month average change, 000's)
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There has been some pickup in the underutilisation The participation rate is at record highs.
rate.
National participation rate
Underutilisation rate 6
{3-month average)
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But the rise that has taken place in the underutilisation rate indicates that the jobs market has started to weaken.
A big part of that has come down to the big increase in the size of the labour force. The participation rate is at
a record high, as is the number of multiple job holders. The significant increase of immigration growth has led
to a notable jump in the size of the labour force.
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Strong immigration growth has boosted the growth in There has also been a notable rise in the number

the size of the labour force. of workers holding multiple jobs.
Changein the size of the labour force Rate of multiple job holders
(annual difference, 000's) (% of total employed people)
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While the demand for workers has declined it remains at a high level. Business employment intentions are still
above their long-term average. The number of job ads also remains at a historically high level.

The number of job ads has fallen from its peak Firms’ employment intentions remain high.
although may have stabilised in recent months.
_ Firms reported employment intentions
Job advertisements (Standard deviation from average)
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Not only are firms still employing people, but layoffs are modest by historical standards. The flow of people
moving from full-time work to unemployment is low (although it was even lower during the pre-GFC mining
boom). This makes sense given the current retrenchment rate. Few employees are expecting job cuts in coming
months. There is a similar pattern in the US jobs market.
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The flow of people from full-time job to unemployed is This is consistent with the very low retrenchment

low. But it has been this low before. rate.
Number of people move from full-time jobs to Retrenchment rate
unemployment
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And the proportion of employees that expect job cuts. The number of retrenchments had risen in the US

but that looks to have changed in recent months.

Proportion of employees that expect firm to close or

downsize Number of retrenchments in the US
{6-month average)
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Despite the low unemployment rate, consumer confidence in the state of the jobs market has declined. The
proportion of workers thinking about changing jobs is below its long-run average. This is consistent with
consumer concerns about unemployment, something that has been on the rise over the past year and is also
now close to its long-run average. There has been a notable rise in the number of applications per job vacancy.

Some decline in household confidence about the jobs market is understandable given the rise in the
underutilisation rate. But the extent of the decline in confidence is not consistent with either the very low
unemployment rate, still large number of jobs to be filled or the lack of layoffs. My guess is that the cost-of-living
crisis means that workers are uncomfortable about taking any risk that may result in even a temporary reduction
in their disposable incomes.
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The proportion of workers thinking about changing Household concerns about unemployment have
jobs is now below its long-run average. risen over the past year.
Proportion employees believe will change Consumer unemployment concerns
jobs over next year (St Dev from average)
575 30

more concemed t

525 5

5.00 10

bk b Lk
0D | il B . i

450 _Ml mn' W Y

425 10

400 15

-2.0
375 - saroe: Refrify D, Weskar,
sorce ABS, Bod) calendions 25 Medbrarne it
350 -30

Q22001 Q22005 Q22009 Q22013 Q22017 Q2202 Feb-1975 Feb-1984 Feb-1993  Feb-2002 Feb-2011  Feb-2020

All sectors of the economy are still finding it difficult to get workers. Worker shortages has been a particularly
acute issue in the education, health and welfare and utilities sectors (the latter likely reflecting the large amount
of investment happening in ‘clean’ energy). The difficulty in getting workers can also be seen in the quicker-
than-normal time it has taken employees to find a job in most areas of the economy. The main exception has
been in public administration, where possibly the smaller wage rises provided to government employees over
the past couple of years has made it more difficult for people to find an attractive role.

Despite the difficulty in finding workers, there was a loss of jobs in the first half of the year in just under half of
the industries in the economy. Partly that might reflect data ‘noise’ (methodological differences between
surveys). Partly it may reflect that the demand for workers has slowed in some sectors (finance and real estate).
But it may also highlight that aggregate jobs growth is only one indicator of the state of the jobs market when
examined at an industry level.

It is harder-than-normal to find workers across all And that is why it has become quicker for people
sectors of the economy. to find a job across most industries.
Job to vacancy ratio as at June 2023 Duration of job search by industry
(z score by industry, difference from industry long- {June 2023 v long-term industry average)
run average)
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Despite the strength of the jobs market, there has There has been a sharp rise in the number of job
been a decline of employment in some industries. applicants this year.
Changein jobs by industry Applications per vacancy
{change jobs Dec 2022 - June 2023, 000's) (index, 2013 = 100)
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The jobs market is still strong albeit it has started to weaken. The demand for workers has fallen and is likely to
decline further in coming months. At the same time the supply of workers has picked up strongly, not the least
reflecting the large rise of immigration. That combination will likely lead to a rise in the unemployment rate next
year. The RBA currently expects the unemployment rate to rise to 4.2% by mid-2024 (also my view). The
consensus in financial markets is 4.5%. | think the unemployment rate will head higher still in the second half
of next year (finishing the year at 4.75%). We will see. How the unemployment rate evolves next year will be a
key factor in what happens with interest rates.

We really do live in interesting times.

Regards

Peter Munckton
Chief Economist
Bank of Queensland

BOQ | 255 George Street Sydney NSW 2000

Twitter: @petermunckton
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NOT INVESTMENT RESEARCH

This presentation was prepared by Bank of Queensland Limited ABN 32 009 656 740 Australian Credit Licence Number 244616
(Bank).

No Reliance

This presentation is not investment research and does not purport to make any recommendations. This report is for informational
purposes only and is not to be relied upon for investment purposes. You should seek independent advice from a qualified
professional on these matters.

This presentation has been prepared without considering your objectives, financial situation, knowledge, experience or needs. The
content of this presentation is not to be construed as an act of solicitation, or an offer to buy or sell financial products. To the extent
that you choose to make any investment decision after having read this report, you should consider the appropriateness and
suitability to your own objectives and obtain independent professional advice about your particular circumstances.

The Bank makes no representations or warranties about the accuracy or completeness of the content contained in this
presentation. Any opinions, conclusions or recommendations made in this report are subject to change without notice, and may
differ to the opinions, conclusions or recommendation expressed elsewhere by the Bank. The Bank is under no obligation to update,
keep current, the information contained in the report.

Forward-Looking Statements

This presentation may contain forward-looking statements about market conditions. These forward-looking statements may be

identified using forward-looking terminology, including the terms “believe”, “estimate”, “plan”, “target”, “project”, “anticipate”, “expect”,

“intend”, “likely”, “may”, “will”, “could” or “should” or, in each case, their negative or other variations or other similar expressions, or

by discussions of future events.
Readers should not place undue reliance on any forward-looking statements. To the maximum extent permitted by law,
responsibility for the accuracy or completeness of any forward-looking statements, whether because of new information, future

events, or results or otherwise, is disclaimed. BOQ does not undertake to update any forward-looking statements contained in this

document, subject to disclosure requirements applicable to it.
Liability

The Bank does not accept any liability for any loss or damage arising out of any error or omission in the information provided or
arising out of the use of all or any part of this presentation.

"NOTICE (You must not remove this notice from this email)
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