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• Real GDP picked up in the December quarter, but softer 
than expected. Growth driven by a rebound in household 
expenditure, non-mining and public investment.

• Labour market upbeat – full-time employment growth for 
calendar year to December the highest on record; forward 
indicators suggest labour market will tighten further. 
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• Housing market momentum slows; most marked in Sydney 
housing and apartment markets, followed by Melbourne.

• Business conditions continue at elevated levels with 
improved profitability across industries and states; private 
investment measures continue to strengthen.

• Consumer spending remains muted over the longer term 
given slow improvement in wages and household income growth.

National economy - Mixed signals 

Upper Hunter economy - Recovery sustained
• Employment above 2013 boom-time peak; rate of job growth 

above NSW and Australia. Unemployment rate steady below 
state and Hunter region.

• Housing market stronger house price performance in 
Muswellbrook and Upper Hunter continues; price declines in 
Singleton.

• Business performance decade high and forward indicators 
suggest further improvement.

• Key indicators of household spending improved with most 
measures moving above five-year averages, but still below  
pre-GFC readings. 

•  Improvement in short-term business and household 
confidence in the regional economy; gap between short and 
long-term confidence narrows. 

UPPER HUNTER REGION
ECONOMIC INDICATORS
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Employment numbers increased by 5,900 (3-month moving average) 
in the Hunter Balance* in the six months to January - according to 
the ABS Labour Force survey. Since July 2017, employment in the 
Hunter Balance has risen by 4.6 per cent, compared to 1.7 per cent 
in NSW. Employment has stayed relatively flat in the Hunter overall. 
Total employment in the Hunter Balance is now above the peak of 
September 2013. Full-time employment grew strongly in the second 
half of 2017 (3-month moving average), while part-time employment 
has contracted slightly. The latest HRF Centre Business Pulse 
suggests that firms’ hiring intentions, in the short and long-term, are 
positive, with the best hiring intentions for the year ahead since 2010. 
Stronger overall jobs growth will assist in underpinning the region’s 
consumption and performance outlook. Continued improvements in 
the fortunes of the region’s mining operations are likely to flow, both 
directly and indirectly, to the local business sector over the next year. 
That is via local supply chains and employee household expenditure 
where it occurs within the region.   

The Australian economy grew by 0.4 per cent in the December 
quarter (2.4% annually) – reverting to an annual growth rate 
further below the historic average of 3 per cent. Public expenditure 
and household consumption worked to counteract the negative 
impacts from net exports and construction. Over the year full-time 
employment grew strongly. Total wage growth picked up, although 
growth in per employee compensation remains sluggish. Improved 
outcomes for employment and capital spending are providing 
reasons for greater confidence in the forward outlook. However, 
further reductions in spare capacity within the labour market may 
be a prerequisite for stronger wage growth. The global backdrop 
continues to improve, with labour markets tightening in key advanced 
economies. The coal price in the six months to December has stayed 
at elevated levels. This is due to a combination of national and 
international market factors, and more stringent supply management 
among operators.

In the second half of 2017, the Upper Hunter unemployment rate 
stayed relatively steady (4.2%) and below the rate for the Hunter 
(5.2%) and NSW (4.8%). Muswellbrook’s unemployment rate stayed 
steady at a lower rate of 6.1 per cent, half its peak of 12.8 per cent 
recorded two years prior. Unemployment rates are 3.7 per cent in 
Singleton and 2.9 per cent in the Upper Hunter Shire. These results 
are consistent with renewed employment growth driven in part by 
higher commodity prices and associated renewed mine activity 
since October 2016. The Hunter Balance’s labour force participation 
rate, formerly below the state and Hunter region, has been trending 
upward, over the six months to December. It is now above both NSW 
and Australia at 65.6 per cent (3-month moving average). For the 
Hunter region youth unemployment (15-24 year olds) fell over the 
period to 10 per cent. 
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In the six months to December, median house prices fell by 5 
per cent, led by falls in Singleton, but stayed relatively steady 
over 2017. Looking more closely at the Upper Hunter LGAs, 
Muswellbrook’s housing market finished the year much stronger, 
with 23 per cent growth, as did the Upper Hunter Shire, with 14 
per cent growth. Signs of recovering housing and rental markets 
in these LGAs suggest that the imbalance in supply and demand 
has been resolved. Recovery has been supported by labour market 
improvements and the rally in global coal markets. In Singleton 
prices fell by 13 per cent over the same period, registering the 
shire’s lowest median price level since 2011 ($390,000). This trend 
however coincides with a rise in median rents on three-bedroom 
houses in the LGA. That indicates housing demand may be 
associated with an influx of workers and families seeking short-term 
or temporary accommodation.  
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HOUSE PRICES 

In the second half of 2017, numbers of residential housing 
approvals have continued to plateau at levels below long-term 
averages and pre-boom levels. Since December 2011, there 
has been dramatic growth and then subsequent contraction in 
approvals for new houses in Muswellbrook. Approvals peaked in 
September 2013, then fell sharply throughout 2014 given rising 
local unemployment triggered by the wind-back in mining capital 
expenditure. Approvals fell further at a more gradual pace, to a 
fraction of their peak in mid-2016, where they have stayed relatively 
steady. Other Upper Hunter LGAs experienced significantly less 
dramatic expansion or contraction in approvals for new houses 
in response to the resource and investment cycles. Singleton 
experienced some improvement in approvals from late 2016. In the 
Hunter, by comparison, new housing approvals have grown 16 per 
cent since December 2011, although they have fallen marginally 
(-3%) over the last year.
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Australian housing is amongst the most unaffordable in the world. 
The poor affordability of housing has led to an increase in the number 
of households renting, both nationally and in the Upper Hunter, 
between 2011 and 2016. Combining this trend with limited housing 
stock and rising rents has meant, in 2016, a higher proportion 
of Australian households were in rental stress than mortgage 
stress. Across all Upper Hunter LGAs, we estimate the number of 
households in rental stress increased by 30 per cent between 2011 
and 2016, much stronger than the national increase of 18 per cent. 
Across the Upper Hunter, approximately 1,700 households were 
in rental stress in 2016, with the largest share in Muswellbrook. 
In Muswellbrook LGA, the number of households in rental stress 
increased steeply by 37 percent, by 31 per cent in Singleton and by 
19 per cent in the Upper Hunter Shire between 2011 and 2016.
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The household sector has been slower to respond to the improved 
local outlook than the business sector, a trend consistent with the 
nation and broader Hunter region. However, in December, household 
predictions of their long-term and short-term financial circumstances 
improved in the six months to December – moving above the five-
year December average. Measures of consumer spending over the 
last three months had also improved slightly in December 2017, 
to their best value since December 2013. Consumers’ predictions 
of their own spending over the next three months also improved 
substantially in December, with the index recording values well 
above the five-year average. Improved consumer confidence will 
enhance spending and profitability in the local economy, particularly 
if further tightening of the local labour market enhances household 
wages. Likely tightening of the local labour market, improvements in 
the residential housing and non-residential outlook, and the global 
economy will provide additional reasons for household optimism.

CONSUMER SPENDING AND CONFIDENCE

Household confidence in the regional economy for the next quarter 
improved in the second half of 2017. Optimists now outnumber 
pessimists, and the value is well above the five-year average for 
December. Upper Hunter households’ confidence in the regional 
economy over the short-term had wallowed in negative territory 
for the four-year period from June 2012 to June 2016. Household 
confidence over the longer term has softened slightly but remains 
positive and is returning to levels of 2010-11. Long-term business 
expectations of the regional economy have stayed steady at an 
elevated level since June 2016, coinciding with improvements in 
the thermal coal price. Businesses’ short-term expectations of the 
regional economy jumped in the six months to December – with the 
highest value on record. The greater improvement in confidence 
in the short-term regional outlook, than in the long-term, reflects a 
degree of uncertainty around whether global coal price movements 
will be sustained over the longer-term. 

12-MONTH REGIONAL OUTLOOK
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Business performance (a composite index of profitability, trading and 
hiring) over the last quarter jumped sizeably in December, with the 
index back at pre-GFC levels of December 2005. Capital expenditure 
intentions also increased, in line with broader Hunter region and 
national trends. Employment intentions over the next three months 
softened slightly but remain positive and are back at 2010-11 levels 
experienced during the height of the mining investment boom. 
Long-term hiring intentions improved to 2010 levels. Long-term and 
short-term business confidence improved, with long-term confidence 
back at boom time highs. Forward orders, for the last quarter, which 
had been recording negative or low values from December 2012 to 
June 2016, recorded their best value since December 2005. Over 
half of Upper Hunter firms listed their main constraint as lack of sales 
and orders in December 2014; currently this figure is less than one-
third. Sustained higher coal prices, historically low interest rates and 
coinciding improvement in national and global economies are providing 
the impetus for improved business performance and outlook. 

BUSINESS PERFORMANCE AND CONFIDENCE
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BUSINESS PERFORMANCE
RECOVERY CONTINUES

CONSUMER ACTIVITY
SOME IMPROVEMENT BUT RELATIVELY SUBDUED

REGIONAL OUTLOOK
OPTIMISM CONTINUES


