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Key points

* Thejobs market is strong;

* The supply of workers is picking up;

* The demand for workers looks to have peaked,;

* Alack of workers is likely to remain a big problem for most firms in 2023.

The state of the jobs market matters for a number of reasons. It is one of the few pieces of monthly economy-
wide data. Households confident about getting a job are more likely to spend. The state of the jobs market
also influences wages growth. Stronger wages growth means more income for households to spend. But if
wages growth gets too far ahead of productivity growth, it increases firms’ costs and can lead to higher inflation
(although higher costs can be absorbed within firm profit margins).

The October data indicated that the domestic jobs market remains strong. The unemployment rate is near
fifty-year lows and the underutilisation rate the lowest in around forty. There are as many jobs as unemployed
workers (in the US there have been almost two jobs for every person unemployed)! Difficulty in finding staff is
the number one problem facing almost all firms. But some sectors (notably Accommodation and Food
Services) are finding it a lot tougher than others. It is unsurprising that households’ think right now is a great
time to find a job. Given the strength of the jobs market it is surprising that a higher proportion of workers are
not thinking about changing jobs.

The jobs market never stays still. The very strong demand for labour has led to a strong rise in the supply of
workers. That can be seen in the rise in the participation rate as higher wages and plentiful jobs attract more
people to the labour force. But mostly, it reflects stronger immigration growth as borders have re-opened. The
number of permanent and long-term immigrants is virtually back at pre-pandemic levels.

Student numbers have not fully recovered, although that at least in part reflects border closures and borders
not re-opening until after the commencement of the school year. But that is changing. The number of overseas
students matters. Most immediately, because many of them get jobs in the Accommodation and Food Sectors,
these are the industries that are finding it toughest to attract staff. A significant percentage of foreign students
also become long-term residents.

The number of job ads suggest that the demand for labour has peaked. But firms remain keen to hire more
workers. The retrenchment rate is low, no surprise given the difficulty that most firms have had in finding
workers. The demand for labour will slow further next year as economic growth softens. The jobs market
historically moves with a lag to changes in economic growth (typically 1-3 quarters).

The economy is ending 2022 in decent shape and the demand for labour is extremely high. This means that
any rise in the unemployment rate is unlikely to occur until at least the end of next year. And that means that
the lack of workers is likely to remain many companies’ biggest bugbear for much of 2023.

The jobs market is very tight. However, it is measured.
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There are as many unemployed as there are jobs.

The number of unemployed per job
vacancy
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That ratio is even higher in the US.

US Job opening to unemployment ratio
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The difficulty in finding workers varies between industries.

Job to vacancy ratio
(by industry, difference from industry long-run
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And this means households are not worried about getting a
job.

Consumer unemployment concerns
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There has been a step up in the supply of labour.
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One reason is that the participation rate is near a record high.

National participation rate
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And immigration growth is picking up strongly. Firms are reporting that they are still looking to hire.
Number of student visas Firms reported employment intentions
(12-month sum) (Standard deviation from average)
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They are making few retrenchments. The proportion of workers changing jobs is not unusually
high
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Historically movements in the jobs market lag changes in The demand for labour appears to have peaked.
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We live in interesting times.

Regards

Peter Munckton
Chief Economist
Bank of Queensland

BOQ | 255 George Street Sydney NSW 2000
Twitter: @petermunckton

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.
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