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National economy - mixed results
• Household income growth and consumption continues to remain subdued, and retail figures are weaker than expected
• Labour market results were mixed with the unemployment rate higher in the March quarter, and growth mainly in part-time work
• Indicators of non-mining investment remained soft, although net exports are predicted to contribute to growth in 2017
• House price growth, particularly in Sydney and Melbourne, remains brisk but the pipeline of construction is expected to slow 
• Ongoing recovery in the global economy, although China’s growth has been underpinned by growing debt levels

Hunter economy - optimism continues
• Employment fell in the March quarter, reversing a rise in employment in the December quarter
• Unemployment rose to 5.5 per cent in March, back in line with the state average
• House price growth continued, particularly in the Newcastle LGA, although new housing approvals plateaued over the year-to-date
• Business confidence softened from the December quarter but remains above long-term averages
• Household spending declined but household predictions of long-term finances stayed steady and above long-term averages
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Employment in the Hunter fell in the March quarter of 2017, reversing 
a rise in the three months to the December quarter. Employment 
(3-month moving average) fell by 4,000 in the Hunter or 1.3 per 
cent. This was in line with the NSW trend, where employment fell 
by 0.8 per cent. The job losses occurred in part-time work and male 
part-time work in particular. Full-time work opportunities grew for 
males across the quarter. Over the year to March 2017 full-time 
employment opportunities grew at the expense of part-time job 
opportunities within the Hunter, reversing the trend of the year prior. 

This contrasts with the trend for NSW in which full-time and part-time 
employment have contracted in the March quarter (3-month moving 
average). Nationally conditions in the labour market were mixed with 
employment growth picking up in part-time work in the March quarter, 
although the unemployment rate edged higher.

The national economy is showing signs of moderate growth in 2017, 
following a rebound in growth in the December quarter. Household 
disposable income has moderated further since late last year, and 
slow growth will weigh on spending. While low interest rates continue 
to support housing demand, the contribution to growth from dwelling 
investment is expected to fall gradually from mid 2017. This follows a 
decline in residential building approvals over the year-to-date. 

Some forward-looking indicators suggest non-mining investment is 
unlikely to pick up in the near term, although investment in NSW and 
Victoria has been stronger recently. While commodity prices have 
assisted the profitability of the mining sector this is not expected to 
lead to sizeable new investments. Global trade volumes have picked 
up in recent months and there are signs of an improving outlook for 
a number of major economies. Downside risks to global forecasts 
include slow productivity growth, ageing populations and policy 
uncertainty. 

The Hunter region’s unemployment rate rose to 5.5 per cent 
(3-month moving average) in March 2017, back in line with the state 
average. The NSW-wide and Australian unemployment rates also 
rose over the quarter. The rise in the Hunter unemployment rate is 
largely due to job losses, although the labour force participation rate 
declined slightly over the quarter. Youth unemployment rose to 10.9 
per cent (3-month moving average), and is almost double the overall 
Hunter unemployment rate. 

However, the Hunter youth unemployment rate remains below the 
state rate of 12.8 per cent. Underemployment remains a concern in the 
Australian labour market, with 1.1 million Australians underemployed. 
This represents a 27 per cent increase over the last five years, 
over three-and-a-half times the growth in the employed population. 
Persons aged 15 to 24 comprise one-third of those underemployed, a 
proportion that has remained constant over the decade.
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Hunter median house prices have started 2017 with moderate 
growth, increasing one per cent over the quarter, although there is 
significant variation at the LGA level. Price growth was strongest 
in the Newcastle LGA where prices rose by three per cent in the 
quarter and 12 per cent over the year-to-date. The pace of price 
growth has cooled in Lake Macquarie with prices staying flat over 
the March quarter but growing three per cent over the year to 
December. There was moderate growth in ‘Hunter Balance’ and a 
reversal of the previously very strong price growth in Port Stephens 
and Cessnock LGAs, where prices fell by three and five per cent 
respectively in the quarter. 

The Reserve Bank is increasingly concerned about the pace of 
price growth, in Sydney and Melbourne in particular, introducing 
new prudential measures in an effort to tighten lending standards 
and slow the supply of credit in 2017. 

Growth in new housing approvals for the Hunter slowed at the 
beginning of 2017, with the number of new housing approvals 
having plateaued from a year prior. The NSW growth rate has also 
been relatively modest (1.4%). Growth in the value of new housing 
approvals also slowed but the growth rate over the year is still 
positive at 6.3 per cent, and above the NSW growth rate of 5.7 per 
cent. In the year to March the value of the Hunter’s non-residential 
investment fell by 20 per cent, reversing the high rate of growth of 
previous quarters. 

The four-quarter rolling value of non-residential and residential 
investment totals $2.2 billion in the March quarter, still above the 
region’s annual average for the last five years ($1.8 billion p.a.). 
Nationally new dwelling approvals fell by 15 per cent in the last year, 
and the budget forecasts have signalled the end of the housing 
boom, at least for construction.
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Pipeline of construction
end of the housing boom?

Households’ expectations regarding personal finances in the next 
12 months, a leading indicator of consumer spending, stayed steady 
in March and above long-term averages. Expectations of personal 
finances over the next three months improved, moving above 
long-term averages. However household spending over the last 
three months had softened, as had consumers’ predictions of their 
spending patterns over the near term. 

Nationally, soft domestic consumption remains a drag on growth 
despite an improvement in the world economy, and households’ 
perceptions of personal finances have declined since late 2016. 
This is partly due to slow wage growth, with some commentators 
predicting further downward adjustments of household spending 
patterns over the longer-term if households lock-in expectations 
of low wage growth. However, Federal budget expectations are 
predicting a pick-up in real wage growth, and growing household 
consumption levels. 

HOUSEHOLD FINANCE AND SPENDING 
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Business confidence reversed slightly on the upbeat sentiment of the 
last quarter, but Hunter businesses remain optimistic regarding their 
performance in the coming months. Short and long-term business 
confidence has remained above long-term averages, and capital 
expenditure and employment intentions have improved. Business 
trading conditions, profitability and forward orders for the last three 
months declined slightly from December 2016 but remain above 
long-term averages. While sales and orders are the key constraint 
on output, there has been a jump in businesses reporting operating 
costs as a main constraint in the March quarter. 

Results are consistent with the national picture for Small and Medium 
Enterprises (SMEs) where indicators of performance fell slightly 
in the quarter but remained above long-term averages. The lower 
Australian dollar continues to assist export-oriented businesses and 
service exports, including tourism, education and business services, 
which have made a significant contribution to GDP growth recently.
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Business performance
above long-term trends

Business and household optimism regarding the performance of 
the Hunter economy continues in early 2017, although the level 
of optimism has softened from the highs of the previous quarter. 
Residents’ expectations for the regional economy in the next three 
months have been positive for the last two quarters, reversing the 
trend of negative readings since March 2011, when Hunter residents 
had expected the economy to worsen on balance. Optimists also 
continue to out-number pessimists in household expectations of the 
Hunter economy over the next 12 months. 

Business expectations of the Hunter economy over the short and 
longer term also remain optimistic but have softened from the 
previous quarter. Stimulatory measures in the Federal budget, which 
include increased support for small business, promise to boost 
business confidence, although this needs to be weighed up against 
any dampening impact on household consumption from a planned 
increase in the Medicare levy.
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Regional outlook
optimism continues

Forty-six per cent of Hunter firms introduced new or improved 
products or services in 2017, the highest proportion since HRF 
began data collection in 2009. There was a sizeable jump in firms 
introducing new or improved products or services within their own 
industry or Australia, although not in ‘new to the world’ offerings. 
Analysis of the March Hunter Pulse survey data reveals that Hunter 
businesses who engaged in innovation were more likely to be 
profitable, exporting overseas and hiring workers. 

The latest national innovation scorecard indicates there is room for 
improvement on business expenditure on research and development, 
international collaboration, and better use of government 
procurement to promote innovation. The report also highlights 
the need for greater economic diversification through expanding 
the number of internationally-competitive industry sectors within 
Australia. In 2017 just over half of Hunter businesses sell outside the 
region and only 13 per cent sell outside Australia.
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