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NATIONAL ECONOMY - GROWTH BUT NOT AS WE KNOW IT
• GDP growth at 3.1% in year to March, reaching pre-Global Financial Crisis average. Mainly supported by 

consumption on services and housing investment, but export volumes have increased.
• Low Australian dollar supports export opportunities, with another fall possible if the Reserve Bank of 

Australia (RBA) further reduces interest rates.
• National unemployment continues to fall with NSW leading the nation in employment growth (4.1%), 

strongest in the services sectors, as the nation continues to shed manufacturing jobs.
• Recent low inflation may constrain wage growth and consumer spending and defer business investment.

HUNTER ECONOMY - THE TRANSITION CONTINUES
• Hunter labour market continued to recover in the past quarter with a rise in employment and falls in the 

unemployment rate.
• Housing market remains relatively strong with Lake Macquarie median house price outgrowing Newcastle.
• Residential investment improved with housing approvals growing at a faster rate than NSW (March quarter).
• Business confidence improved with corresponding rises in key indicators such as business trading 

conditions, forward orders and profitability. 
• However, consumer confidence, while improving, is still relatively subdued. 

       NOTE: Change in ABS definition of the Hunter Region and new time series now excludes Gloucester and Great Lakes LGAs.
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The recent trend growth in number of people employed in the 
Hunter has been sustained into the March quarter 2016, with 
14,000 more people employed at the end of March compared 
to January 2016. 
This has resulted in the Hunter Region unemployment rate 
continuing to improve in the March 2016 quarter. The figure 
of 5.4% (3-month moving average) is the lowest rate since 
January 2014. Likewise, youth unemployment also continued 
to decline from its high of 19.4% in November 2014 to 13.0% in 
the March quarter. 
However across Australia, part-time employment is rising 
faster than full-time employment. In the Hunter, one male is 
currently employed part-time for every three employed full-
time. This ratio was 1:5 in early 2015. The 1:1 ratio of part-time 
to full-time for females has not changed significantly over the 
same period.   

Ongoing GDP growth, in the face of uncertain global drivers 
and weaker commodity prices, demonstrates that the 
economy is continuing to recover in the wake of the mining-
investment boom.  Domestic consumption on services, and 
a lower household savings ratio, continues to reinforce the 
increasing importance of consumer spending and confidence 
on the economy.  Government and non-residential building 
investment has also begun to off-set the decline in mining-
related investment.  However, the resource capacity built over 
the previous five years is leading to increased commodity 
exports, albeit at reduced prices.
The recent decision by the RBA to cut Australian interest rates 
to a record low 1.75% highlights the threat of low inflation to 
the overall Australian economy. Further rate cuts towards the 
end of 2016 cannot be ruled out.  

In the March quarter dwelling approvals for the Hunter as a 
whole – a leading indicator of residential investment – saw a 
solid lift, which continues the positive trend of the previous six 
months. Over the year to March 2016, 4,309 Hunter dwellings 
were approved to be built, a 26% rise on the year prior. 
Approvals across NSW continued to grow, however Hunter 
growth (26%) eclipsed growth in the balance of NSW (18%) 
for the first time in many months.  
If this trend is sustained, this is a positive result for the 
regional economy as the economic multipliers associated with 
investment in construction outstrip those coming from other 
sectors. For example construction has 2.9 multiplier in output 
elsewhere in the economy compared to 1.87 for tourism, 1.70 
for mining and 1.49 for health care and assistance.
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In the March 2016 quarter business performance improved 
across a number of measures, including employment 
intentions, forward orders and increased capacity utilisation. 
These positive factors supported a boost in profitability and 
business confidence, with businesses’ expectations for their 
own performance stable or improving across a range of 
indicators. The share of businesses citing lack of sales as their 
major impediment has continued to moderate from June 2015.  
The Hunter has a high proportion of low-tier small to medium 
enterprises - SMEs (companies with annual revenue less than 
$3million). The recent NAB Quarterly SME Survey for Australia 
points to specific factors impacting performance of these 
small businesses, with NAB revealing small SME firms reported 
weaker conditions compared to their larger counterparts. They 
also reported the weakest confidence in the quarter.

Consumer confidence for the next 12 months is subdued with 
a consistently negative outlook since the end of the mining-
investment boom. The outlook for household finances has 
also been trending down. These trends are contrary to the 
macro indicators such as lower unemployment rates, lower 
interest rates and lower petrol prices, which feed into boosted 
consumer confidence. 
The shift to lower-paid services jobs and increased levels of 
part-time and under-employment may be the major drive 
playing out locally. Recent national research by Roy Morgan 
indicated that 18.1% of people across Australia were either 
unemployed or under-employed, which is much higher than 
the reported unemployment figures, with a resultant negative 
impact on household incomes and spending. 
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Despite the general health of the Australian economy and the 
stronger business trading performance in March quarter 2016, 
businesses indicate that the outlook for the Hunter economy is 
only slightly positive. Only 35% of Hunter businesses surveyed 
expected the regional economy to improve over the next 12 
months. 
The household finances outlook is also positive if somewhat 
subdued. Thus, the Region continues to remain vulnerable to 
both domestic and international drivers and requires strong 
policy signals and new investment to maintain growth and 
continue the structural changes commenced at the end of 
2013.
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The Hunter economy, like that across the rest of Australia, 
is increasingly looking to the services sector for jobs and 
economic growth. While the Upper Hunter still has strength 
in traditional industries such as agriculture and mining, 
manufacturing is centred in the middle of the Hunter, in 
Kooragang and the northern parts of Lake Macquarie. The 
lower Hunter already has a high concentration of services 
industries.  
The Hunter has 45,000 businesses, with two-thirds currently 
operating in the services sector. The majority of these 
businesses are very small, with fewer than four employees 
and revenues below $500,000 per year. The region is well 
served with business, retail and real estate services but 
these businesses will increasingly come under pressure from 
technology and cost pressures from global competition. The 
region lacks firms in the ICT and creative industries sectors 
that might produce new jobs and opportunities for exports. 
Health care, business services, education, hospitality, and 
retail services have all established strong footholds in the 
region and have opportunities for significant growth into the 
future. However, by 2020 the skills mix required will change 
with increasing demand for more highly-skilled workers, who 
can leverage new technologies for delivery of services, both 
domestically and internationally.

The population of the Hunter is forecast to grow at less 
than 1% per annum over the next 20 years and will age 
considerably. Much higher growth will be experienced in 
Sydney, most notably in the West, which may see investment 
and employment opportunities created there in preference to 
the Hunter Region. Our rapidly ageing population will provide 
new local opportunities in aged care if we can attract and 
retain the resources to deliver these services. The ability for 
local businesses to compete for new opportunities elsewhere 
in NSW will be critical and will be facilitated by better transport 
linkages and access to high-speed internet. Identifying and 
capturing export will be critical for growth. 
HRF research shows that less than 10% of Hunter businesses 
export internationally despite favourable macro-economic 
conditions (e.g. relatively-low Australian dollar). Creative 
thinking will be required to develop new opportunities for 
small-to-micro businesses to take on these opportunities. 
Enhanced clustering and collaboration, rapid adoption of new 
service-delivery models that leverage technology, and support 
to access the new market opportunities opening up through 
Australia’s new Free Trade Agreements, will all help local 
service businesses grow into the future.

HUNTER ECONOMY  
IN TRANSITION
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2020 HUNTER WORKFORCE SKILLS MIX BREAKDOWN
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