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National economy - rebound in growth
• Rebound in growth in December quarter after September contraction; broad-based improvement driven by household 

spending, public investment and net exports
• Unemployment slightly higher, but growth in full-time employment reversed its downward trend in late 2016 
• Growth in world markets and higher commodity prices improved terms of trade; mining and agriculture performed strongly in 

December
• Household consumption stronger but evidence of continued weakness in non-mining private capital expenditure; low inflation 

and slow wage growth continued
• Fastest house price rise in Sydney and Melbourne, supported by economic conditions and migration

Hunter economy - upward trend continues
• Hunter job growth outpaced the state with full-time jobs replacing part-time jobs, Hunter unemployment rate now below state
• Strong house price growth continued. New residential construction also grew strongly, above NSW rate
• Business confidence recorded its best value for the year with indications of a pick-up in business activity in 2017
• Consumer confidence improved in the December quarter from recent lows 
• Renewed regional confidence, with business and household confidence in the Hunter economy rising in December quarter
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Employment growth in the Hunter was positive in the four months to 
January, reversing a fall in employment in the September quarter. 
Employment (3-month moving average) grew by 4,900 in the Hunter 
or 2 per cent, while NSW employment relatively was flat. Full-time 
employment shrank through the first half of 2016, as part-time work 
replaced full-time jobs, particularly for males in the Hunter. This trend 
has reversed since September with full-time employment growing by 
4.9 per cent and part-time employment falling by 3.7 per cent. 

Across the Hunter the strongest job growth in the year to November 
occurred in education and training, financial and insurance services, 
administrative services and public administration. Nationally full-time 
employment also began to grow in late 2016 and Hunter business 
indicators of hiring intentions suggest further job growth in 2017. 

Australia’s economy grew by a strong 1.1 per cent in the December 
quarter, more than offsetting a 0.5 per cent September quarter 
contraction in GDP. Rising household spending and public 
investment in infrastructure and defence were major contributors, 
along with net exports and dwelling investment. An improving global 
economy has driven commodity prices, boosting Australia’s national 
income. 

It is unclear whether the fall in mining investment has halted, 
although the benefits of increased mining production and resource 
exports were apparent in this quarter. China’s growth was stronger 
over the second half of 2016, supported by infrastructure spending 
and property construction. However, accompanying increased 
borrowing may see risks in the medium term. Moderate growth in the 
US is expected and may strengthen if financial stimulus is delivered 
later in the year.

The Hunter region’s unemployment rate fell to 4.6 per cent (3-month 
moving average) in January 2017, below the NSW-wide rate of 5.1 
per cent for the first time in three years. The fall is owing partly to 
increased job numbers but also to a recent fall in the labour force 
participation rate to 61.8 per cent, equivalent to the withdrawal of 
2,100 labour market participants over the four months to January 
(3-month moving average). 

Between September and January significant job losses occurred in 
male part-time employment, although these were largely off-set by 
rises in male full-time employment. Youth unemployment rate has 
fallen to 8.5 per cent (3-month moving average), 10.9 percentage 
points below the November 2014 peak, and the lowest reading since 
late 2011. The Hunter youth unemployment rate is below the state 
rate of 12.6 per cent. 

EMPLOYMENT 
3-month moving average

UNEMPLOYMENT RATES 
3-month moving average
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Consumption patterns in developed countries have seen a continuing 
shift from goods to services since the mid 2000s. The OECD 
estimated that in 2014 services accounted for more than two-thirds 
of GDP within technologically advanced economies, and were a key 
factor in jobs growth. In the last ten years market and non-market 
service sector employment, which accounts for 80 per cent of total 
employment in the Hunter, grew by 26 per cent, slightly above the 
Australian growth rate (23%). 

The region’s fastest growing service sectors over the decade 
include administrative and support services, health care and 
social assistance, and arts and recreation services. One spatial 
consequence of service sector growth is that jobs are increasingly 
located in capital cities and their CBDs. Attracting and retaining high 
productivity service-based firms remains a regional challenge in this 
context. 

EMPLOYMENT GROWTH SELECTED SERVICE INDUSTRIES 
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Hunter median house prices have capped off 2016 with continued 
growth, increasing by 6.6 per cent over 2016. Prices rose by 8.3 
per cent in the Newcastle LGA and Lake Macquarie in the year to 
December, and 6.2 per cent in the ‘Hunter Balance’ driven by Port 
Stephens and Cessnock LGAs. The buoyancy in the residential 
market owes much to the region’s affordability factor, particularly 
in Newcastle CBD, and strong rental returns attracting investor 
interest, especially from baby-boomers and first-home buyers. 

These factors and planned infrastructure investment, including 
the light rail realignment, and significant rezoning across the 
city may underpin further property price growth. In Sydney and 
Melbourne, strong economic conditions, including jobs growth and 
high migration rates, have sustained price growth in the December 
quarter.

Growth in Hunter new housing approvals, summed over the year 
to date, dramatically out-paced NSW (11.5% compared to 2.6%) in 
2016. The value of new housing approvals also grew more strongly 
than NSW (19% compared to 7%). In the year to December non-
residential investment grew by 12 per cent, slowing from the very 
high rate of growth of previous quarters. The four-quarter rolling value 
of non-residential and residential investment totalled $2.3 billion in 
the December quarter, well above the region’s annual average for the 
last five years ($1.8 billion p.a.), much of it in Newcastle LGA. 

Further investment in the CBD is predicted given changes in zoning 
to promote mixed-use, and the new transport interchange to be 
completed in 2019. City change needs to be supported by data 
and cultural infrastructure, in addition to transport and other public 
infrastructure, and by integrated planning to encourage social and 
economic mix. 
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Hunter businesses remain upbeat, on balance, in the December 
quarter. Businesses reported improved levels of profitability on par 
with pre-GFC levels. Business trading over the last three months has 
improved, as have forward orders. Hunter businesses’ predictions 
over the next 12 months for capital expenditure, employment 
intentions, and profitability are also all trending upward. Improved 
expectations for the regional economy may have reinforced business 
confidence based on their own performance. 

Nationally in 2016 business confidence was better than during 
2012-13, and in December confidence and business conditions were 
above the long-term averages. The lower Australian dollar appears 
to have helped exports in 2016. The question remains whether 
improved business confidence will translate into a sustained increase 
in capital expenditure and hiring plans.
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Measures of consumer confidence and spending among Hunter 
households have continued to improve, with consumer spending 
over the last 3 months rebounding above the five year December 
average. Predicted spending over the next three months, while 
displaying seasonal variation, was at its highest value since 2012. 
Households’ expectations regarding personal finances in the next 
12 months, a leading indicator of consumer spending, remained in 
line with long-term averages for December. Short-term consumer 
confidence was positive for the first time since September 2013, and 
longer-term consumer confidence in the regional economy improved 
markedly in December to reach its highest reading since March 2011. 

Nationally household consumption was solid and a major contributor 
to strong GDP result, although household savings ratios declined. 
Optimism may stem from construction-related activity and improved 
commodity prices, which may be temporary.  

HRF Centre survey data reflected a new wave of confidence in the 
region with both business and household indices for the Hunter 
economy rising in the December quarter. Residents’ expectations 
for the regional economy in the next three months were positive on 
balance, and longer-term expectations were strongest since early 
2011, close to the height of the mining investment boom. 

Likewise the region’s business owners reported a strong sense that 
the Hunter economy is improving in both the short and long term. 
Businesses reported a reversal, in the last two quarters, of low or 
negative short-term readings since mid-2014 and the strongest 
12-month outlook of the regional economy in the last three years. 
This is despite a number of ongoing challenges in the Hunter’s 
regional transition, and global and domestic uncertainty. It is likely 
that the region’s strong housing and labour market performance 
and the recent uptick in commodity prices are supporting renewed 
optimism.
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