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NATIONAL ECONOMY - SLOWER GROWTH CONTINUES
• Slowing growth in China is raising concerns, given our reliance on China for our exports. 
• The dollar continues as a silver lining for export-oriented and import-competing industries. 
• Nationally the labour market has shown some growth up to December despite soft macro-economic 

conditions. Unemployment has been generally lower than a year earlier. Month to month data is volatile.
• Expectations of a slowing in the recent pace of house price rises and investment in new dwellings in 2016.
• The outlook for non-mining investment remains critical. In this context export growth and business 

investment will be key.

HUNTER ECONOMY - REGIONAL BRIGHT SPOTS
• The labour market has recovered in recent months with an overall rise in employment and falls in the 

unemployment rate.
•  Housing market remains relatively strong overall but the pace of price growth is slowing.
•  Business expectations for the Region’s short and long-term economic outlook have risen and are now 

significantly above the lows of 12 months earlier, including in relation to sales and hiring intentions. 
• Consumer confidence and households’ predictions of their own financial outlook also improved, 

potentially underpinning some improvement in consumer demand.

       NOTE: Change in ABS definition of the Hunter Region and new time series now excludes Gloucester and Great Lakes LGAs.
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Improvements in Hunter employment levels and unemployment 
rates observed in the September quarter were sustained in the 
December quarter, reversing recent declines and providing further 
indication that the Region may be starting to catch up with 
sustained growth in the State as a whole. At end January, numbers 
have risen 6.4 per cent (around 18,200 people) from their low 
point in March 2015, compared with 1.7 per cent for NSW over the 
same period. Three consecutive increases in full-time employment 
nationally, and in the Region, suggest that recent trends may 
continue, despite some seasonal softening of the numbers in the 
January data. Nationally job vacancy data suggest employment 
growth will remain relatively solid over the next 3-6 months. Over 
the longer term the labour market is likely to see some challenges 
from the shaky global backdrop and any loss of growth momentum 
in housing.

Analysts predict modest growth in the Australian economy in 2016, 
with the greatest risks to forecasts coming from the potential for a 
hard landing in the Chinese economy and currency. The decline in 
Chinese heavy industry and construction has depressed demand 
for oil, iron ore and other commodities, at a time when global 
production has increased, dragging on commodity prices. However 
China’s transition to a more consumer-demand driven model may 
offer export opportunities to the Australian services sector. IMF 
forecasts for 2016 are for mediocre growth in the US economy and 
weaker growth in the Eurozone. However, Australian export volumes 
are expected to increase in 2016 on the back of the depreciating 
AUD, even as export prices slide. A significant rise in dwelling 
investment, strong growth in exports and smaller than expected 
contraction in business investment would be needed to realise 
better than forecast Australian economic growth in 2016.

The Hunter Region unemployment rate continued its downward 
trend from a 15-year high of 10.3 per cent in March 2015 to 6.9 
per cent at the end of January (moving quarterly average). Rising 
employment and falling unemployment reflect the continued 
rebalancing of the Hunter economy from mining to non-mining 
industries. The unemployment rate also continued to decline in 
NSW, from a high of 6.7 per cent in January 2015, to 5.3 per cent 
at end-January 2016. The depreciation of the AUD in line with 
falling commodity prices, government investment in infrastructure 
and lower interest rates have helped the State economy rebalance 
without costing jobs – sectors such as tourism have been growing. 
The services sector, such as personal and professional/business 
services, has also performed well in the last few months, enjoying 
the benefits of AUD depreciation and lower interest rates.
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The rate of price growth in the Region has moderated since mid-
2015. Median house prices remained steady in Newcastle Local 
Government Area (LGA), and growth slowed in Lake Macquarie. 
Price growth in the rest of the Hunter (‘Hunter Balance’) still lags, 
although the gap narrowed in recent quarters, led by price rises 
in Maitland and Port Stephens. Greater regulatory controls have 
been linked to the softening of the housing market in Australia’s 
major capital cities in late 2015. A marginal rise in mortgage rates 
also had some impact as major banks increased capital held 
against mortgages. The outlook for the housing market over 
2016 and beyond is somewhat subdued. While strong underlying 
demand for housing is likely to reduce scope for substantial price 
falls, some analysts note that the long-term rapid rise in house 
prices relative to incomes may give rise to a sustained correction.

In the December quarter dwelling approvals for the Hunter as 
a whole – a leading indicator of residential investment – lifted 
moderately, continuing the relatively flat trend of previous 
months. Over the year to December 2015, 3,531 Hunter dwellings 
were approved to be built, a 3 per cent rise on the year prior. In 
contrast, approvals across NSW continued to set new records, 
reaching almost 65,367 dwellings in the year to December 2015, 
27 per cent higher than the corresponding period a year prior. 
The divergence between NSW and the Hunter continues to reflect 
the composition of dwellings approved in Sydney, with a much 
larger share of apartments than the Hunter. In NSW, housing 
construction other than apartments has cooled in 2015. There is 
little evidence to suggest that the pace of residential investment 
will pick up significantly in the Hunter in the short term.
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In December 2015 business’ expectations for their own 
performance were stable or improving across a range of 
indicators. The share of businesses citing lack of sales as their 
major impediment has moderated since June 2015, although it 
remains above pre-GFC levels. The declining proportion of firms 
expecting to hire more employees stabilised in December, lending 
support to expectations of further improvements in the labour 
market. Resilience in business confidence and conditions will be 
needed over the coming months if the non-mining recovery is to 
remain on track. The Reserve Bank has predicted that business 
investment will remain a drag on economic growth in 2016, and 
although the interest rate climate is favourable, “hurdle rates”, the 
expected returns needed to justify further business investment, 
remain a challenge. Importantly, the proportion of Hunter 
businesses intending to increase capital expenditure has remained 
relatively stable.
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On balance Hunter households’ expectations regarding their own 
finances remained positive in the December quarter, with a rise 
in the number of Hunter households expecting their financial 
circumstances to improve rather than deteriorate, in both the 
short (3 months) and longer term (12 months), potentially 
underpinning consumer demand. Short-term and long-term 
measures of consumer confidence also rose. This may reflect 
the improvements to household budgets, from sustained lower 
interest rates, falling petrol prices and increased household 
wealth, helping to offset the impact of higher energy costs 
and slow wages growth. Similarly, the proportion of businesses 
who expect the regional economy to improve rather than to 
deteriorate increased, for both the short and longer term. This is a 
key indicator of greater willingness to invest by Hunter businesses. 
However, the Region remains particularly vulnerable to the 
vicissitudes of global markets. 

In 2015 almost one third of Hunter-based businesses introduced 
new or significantly-improved goods or services. While this result 
was in-line with the average level of innovation reported 2009-
2014, there was an increase in the proportion of firms undertaking 
innovation in-house or in collaboration with another business 
or institution. Overall reported levels of innovation were highest 
in businesses employing 11-50 and 101+ employees, and slightly 
higher in knowledge-based professional services industries such 
as communication and finance services. In contrast, levels of in-
house innovation were highest in goods-producing services, such 
as manufacturing, and person-based services. Hunter businesses 
seeking to increase innovation in the Region are looking for 
assistance with business and financial planning, sourcing funding 
options, advice on commercialisation and getting products to 
market, and access to networks, collaborations and partnerships. 

12-MONTH ECONOMIC AND FINANCIAL OUTLOOK 
<0 = worsening and >0 = improving

PRODUCT OR SERVICE DEVELOPMENT 
Innovation in Hunter businesses

HUNTER BUSINESSES THAT EXPORT

Growth in export volumes has been highlighted as a means to 
shore up economic growth in 2016. However in the ten years to 
2015, on average, only half of Hunter firms exported to the rest of 
Australia, and only 12 per cent exported to the rest of the world, 
with no evidence of growth in that period. The latest data indicate 
that the proportion of firms trading outside the Hunter has fallen 
since mid-2015, and despite the depreciation of the Australian 
dollar the proportion of firms looking to trade internationally has 
also fallen. However, there has been recent improvement in Hunter 
business’ expectations to increase their international sales. It is 
timely for Hunter firms to take advantage of the lower AUD and 
any support provided by the Federal Government’s innovation 
agenda to increase their engagement with external markets. 

EXPORT VOLUMES
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