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South Australia 

Western Australia 

113.0* 

+9 

Business Sentiment 

SAõs business confidence index 
tipped by ð1 point in the 
December 2018 quarter.  

Consumer Price Index 

Adelaide CPI rose by 0.5 bps 
over the quarter to Dec 2018, 
reflecting a total increase of 
1.8 bps over the year.  

130.3 

Key Trends 

Unemployment 

SAõs unemployment rate 
recorded the highest 
increase in Australia over 
the quarter at 0.4 pp.   

Wage Index 

The Wage Index in SA rose 
by 0.9% over the quarter 
to Sept 2018 reflecting an 
increase of 1.72% yoy. 

111.3* 

+6 

Business Sentiment 

WAõs business confidence 
index fell by 2 points over the 
December 2018 quarter. 

Consumer Price Index 

Perth CPI slightly increased 
by 0.5 bps over the quarter to 
Dec 2018, reflecting a yoy 
increment of 1.4 bps.  

129.7 

Unemployment 

WAõs unemployment rate 
increased by 0.2 pp 
through the December 

2018 quarter. 

Wage Index 

WAõs wage index increased by 
only 0.6% over the quarter to 
Sept 2018, the lowest 

quarterly increment nationally.  

5.9% 

6.3% 

+0.9%** 

+0.6%** 
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Northern Territory 

Queensland 

New South Wales 

Victoria 

Tasmania 

Australian Capital Territory 

113.6* 

+12 

Business Sentiment 

Tasmania is the only state 
with a quarterly increment 

over the quarter, 
increasing by +6 points.   

Consumer Price Index 

Hobart CPI jumped by 1.2 
bps over the quarter to Dec 
2018, recording a total yoy 
increase of 3.3 bps.  

130.9 

Unemployment 

Tasmaniaõs unemployment 
rate increased by a slight 
0.1 pp over the December 

2018 quarter. 

Wage Index 

Over the quarter to Sept 
2018, TAS saw the highest 
increase in wage index 
nationally by 1.4%.  

114.6* 

+2 

Business Sentiment 

Victoriaõs business 
confidence index fell 4 
points, matching NSW and 

QLDõs index.  

130.6 

Unemployment 

VICõs unemployment rate fell 
0.3 pp over the December 
quarter. This figure reflect a 

10yr record low.  

Wage Index 

The wage index in Victoria 
increased by 0.8% over the 

quarter to Sept 2018, indicating 
an increase of 1.87% yoy.  

113.1* 
128.2 

Unemployment 

ACTõs unemployment rate  
remained at 3.6% for the 
fourth consecutive month.  

Wage Index 

ACTõs wage index grew by 0.8% 
over the quarter to Sept 2018, 
however, ACTõs index is still the 
lowest amongst the capitals.  

115.2* 

 +2 

Business Sentiment 

NSWõs business confidence 
index fell another 2 points 
through the quarter. 

Consumer Price Index 

Sydneyõs CPI growth lagged 
behind most of the Australian 

capital cities, increasing by 0.4 bps 
over the quarter and 1.9 bps yoy.  

129.8 

Unemployment 

NSW held the record 4.3% 
unemployment rate for the 
second consecutive month in 

December 2018. 

Wage Index 

Over the quarter to Sept 
2018, NSW wage index 

increased by 1.2%, reflecting 
a total of 2.04% increase yoy.  

114.0* 

+2 

Business Sentiment 

Queenslandõs business 
confidence index fell by 6 

points, the second consecutive 
quarterly decrease in 2018. 

129.9 

Unemployment 

Unemployment rate in 
Queensland slightly 

increased by 0.1 pp over 
the quarter. 

Wage Index 

Over the quarter to Sept 
2018, QLD wage index 

increased by 1.0%, reflecting 
a total of 1.72% increase yoy. 

111.0* 

Consumer Price Index 

Darwin CPI saw the least 
increase amongst the capital 
cities, rising by 0.2 bps over 
the quarter and 1.3 yoy.  

130.0 

Wage Index 

NT wage index  increased by 
0.7% over the quarter to Sept 
2018, reflecting a 1.56% 

increase yoy.  

5.9% 

4.2% 

3.6% 

4.3% 

6.1% 

5.0% 

+1.4%** 

+0.8%** 

+0.8%** 

+1.2%** 

+1.0%** 

+0.7%** 

* Based on ABS CPI released 30 January 2019 
** percentage change from previous quarter 

# Date of Publication figures based on those available at 30 January 2019 

N.B. This data is compiled using publicly available publications which are produced in arrears to the current month.  

Consumer Price Index 

Brisbane CPI rose by 0.5 
bps over the quarter to Dec 
2018 and 1.7 bps yoy.   

Consumer Price Index 

Canberra CPI increased by 
0.7 bps over the quarter 
reflecting a 2.8 bps yoy 

increment. 

Consumer Price Index 

Melbourne CPI rose the by 
0.5 bps over the quarter, 
reflecting a yoy increment 

of 2.3 bps.  

Unemployment 

NT unemployment rate 
increased 0.5 pp over the 
quarter, the highest rate 
since Oct 2013. 
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The Australian economy grew by 0.3 per cent over the quarter to September 2018 ð weaker than economistsõ 

expectations ð following the 0.9 per cent increase over the quarter in June 2018. The economic growth was notably 

constrained by the weak mining, engineering, construction sectors, and volatile components. 

Despite the stronger labour market outcome, the data recorded by the Australian Bureau of Statistics (ABS) for the 

quarter confirmed that consumerõs income and demand remained irregular.  

Household income growth remains low. Whilst wage growth has gradually improved, debt levels are still high and 

some asset prices have declined including residential properties. A sustained pick up in wage growth is required to 

lift underlying CPI inflation back to RBAõs target band of 2-3 per cent.   

Net exports made a healthy contribution to the GDP while imports recorded a decline over the quarter. Exports are 

performing well regardless of the softer growth, supported by the low Australian dollar, resulting in an increase of 

service exports over the past year.  

Gross Domestic Product  

Chart 1ñ Seasonally Adjusted GDP and Seasonally Adjusted Change in GDP 
Source: ABS / Preston Rowe Paterson Research 
*Dec quarter 2018 figures are currently not available and hence Sep quarter 2018 figures have been used for analysis  

Economic Growth 

 

*Change over the quarter 
Chart 2 ñ Quarterly Changes CPI Changes  
Source: ABS / Preston Rowe Paterson Research 

114.1 
+0.5%* 

AUSTRALIA 

115.2 
+0.4%** 

Sydney 

114.6 
+0.5%** 

Melbourne 

114.0 
+0.5%** 

Brisbane 

111.3 
+0.5%** 

Perth 

113.1 
+0.7%** 

Canberra 

113.0 
+0.5%** 

Adelaide 

111.0 
+0.2%** 

Darwin 

113.6 
+1.2%* 

Hobart 

Consumer Price Index  & Inflation 

National CPI declined to 1.8 per cent over the year to December 2018, recording the lowest inflation rate since the 

third quarter of 2017, down from Septemberõs 1.9 per cent year on year and above market expectation of 1.7 per 

cent. The declining growth of inflation rate in the quarter was mainly due to the slowdown in the cost of transport.  

On a quarterly basis, the national CPI went up 0.5 per cent following the 0.4 per cent rise in the September quarter. 

This figure marked the highest quarterly figure since December 2017.  

Through the quarter, tobacco recorded the highest price increase at 9.4 per cent, whilst domestic holiday travel and 

accommodation came second at +6.2 per cent. The increase in domestic holiday travel was supported by the low 

Australian dollar exchange rate. The low Australian dollar encourages Australianõs to travel domestically instead of 

internationally to get more bang for their buck. On the contrary, the most significant price declines were seen in 

the audio visual & computing equipment and automotive fuel declining by -3.3 per cent and -2.5 per cent.  

Nonetheless, the CPI of all Australian capital cities increased across eight capital cities with Hobart recording an 

outstanding 1.2 per cent increase over the quarter followed by Canberra at 0.7 per cent. Melbourne, Brisbane and 

Adelaide increased by 0.5 per cent while Sydney and Darwin slacked behind at 0.4 per cent and 0.2 per cent 

respectively.  

Quarterly CPI Changes 
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According to the Westpac-Melbourne Institute survey on consumer sentiment, 

the overall Consumer Sentiment Index increased 10 basis points to 104.4 in 

December from 104.3 index points in November. The December 2018 reading 

marks a full year which optimists have outnumbered pessimists, a turnaround 

from 2017 where most sentiments are below the 100 line. There are several 

significant positives supporting the consumer sentiment including, interest rates 

remaining low ð with fears about rising rates starts to subside ð unemployment 

rate at a six and a half year low and the sharp drop in petrol prices over the 

month. Nonetheless, housing related factors remains the key concern 

particularly in New South Wales and Victoria.  

Consumer Sentiment   

Business Sentiment   

The monthly business survey released by National Australia Bank (NAB) reported 

that business confidence index declined to +3 index points in December 2018 

from Septemberõs +6 points. Confidence declined across most industries in the 

quarter, however, the mining industry still continues to record the highest 

confidence reading amongst all industries, albeit easing in recent months. 

Meanwhile the finance, business and property services saw the weakest level of 

confidence.  

Across the states, the highest confidence is recorded in Tasmania at +12 index 

points, followed by South Australia (+9) and Western Australia (+6), whilst 

Queensland, Victoria and New South Wales lag behind at +2 index points. The 

NAB business condition index fell sharply to +2 index points from Septemberõs 

+13 points. Conditions remain most favourable in the east with VIC, QLD and 

NSW recording strongest conditions.  

Chart 3ñNAB Business Confidence Index  
Source: National Australia Bank / Preston Rowe Paterson Research 
 

Chart 4ñ Consumer Sentiment Index 
Source: Westpac-Melbourne Institute Survey / Preston Rowe Paterson Research 
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Chart 3.NAB Business Confidence Index

Source: NAB/ Preston Rowe PatersonResearch
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Interest Rates 

The Reserve Bank of Australia  held the cash rate at 1.5 per cent for 

the 29th consecutive period as of 4th December 2018. The decision 

to hold on to the low interest rate is believed to continue to support 

domestic economic growth; allowing further compression in 

unemployment rate, trigger the increase in wage growth and push 

the current inflation rate (1.8%) up towards the midpoint of the 

target (Inflation Target: 2-3%).  

A six and a half year low unemployment rate was recorded on 

December 2018, despite wage growth remaining slow. The subdued 

growth in household income and high debt levels continues to be 

one of the key uncertainties for household consumption and core 

inflation outlook.  Additionally, some asset prices have declined 

including residential properties with nationwide measures of rent 

inflation remaining low. Drought has also led to difficult conditions 

in some part of the rural sector.  

The members of the Reserve Bank of Australia believe that it is 

appropriate to maintain a steady cash rate while progress on wage 

growth and inflation unfolds.  

Through the December 2018 quarter, the AU 10 year bond rate fell 

farther (-20bps) than the US 10 year bond rate that declined by only 

-17 basis points, widening the AU-US bond spread by 3 basis points 

to -40 basis points.  

In October 2018, the AU-US spread widened by 10 basis points (to -

47 bps) as the US 10 year bond rate jumped 15 basis points to 3.15 

per cent meanwhile AU bond rate increased by only a marginal 5 

points to 2.63 per cent. The increase in the US bond rate was mainly 

driven by the confidence around the US employment data that 

recorded an increased wage growth and falling unemployment rate 

to its lowest level since 1969.  

Nonetheless, the AU-US 10 Year bond spread retracted towards the 

end of the quarter, closing the year with a spread of -40 basis 

points as both the Australian and US rates fell by 25 basis points 

and 29 basis points to AU 2.43 per cent and US 2.83 per cent.  

Australian 10 Year Government Bond 

Chart 6ñ  Monthly Movement of the 10-year bond yields against the Cash rate 
Source: RBA / Preston Rowe Paterson Research 

Chart 5ñ  Movement of Cash Rate in Australia, England, US and Japan  
Source: RBA / Bank of England; / Bank of Japan  / US Federal Reserve / Preston Rowe Paterson Research 

The Australian 90 Day Bank bill rate increased by 9 basis points to 

2.02 per cent over the December quarter.  

After remaining at 1.93 per cent through September and October, 

the 90-Day Bank bill rate increased slightly by 1 bps on November 

to 1.93 per cent and ended the year at 2.02 per cent.  

On an annual basis, the Australian 90 Day Bank bill rate increased by 

25 basis points, from December 2017õs 1.77 per cent to 2.02 per 

cent as at December 2018.   

90 Day Bill Rate Swap Rate 

Cash Rate 

Chart 7ñ  Monthly Movement of the 90-day Bill against the Cash rate 
Source: RBA / Preston Rowe Paterson Research 
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Australian 90 Day Bank Bill Rate
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Over the December Quarter 2018, all three categories of business 

loan; Residential Secured, 3 Year Fixed Small Business Loan Rate and 

Other Small Business Loans; remain unchanged at 6.45 per cent, 

5.30 per cent and 7.35 per cent respectively.  

The figure for the Residential Secured loans remained the same 

since April 2017 while 3-Year Fixed Small business loan remained 

since April 2018.  

On the other hand, Other Small Business Loans tipped up by 5 bps 

on September 2018 and has since then remained at 7.35 per cent.   

Business Lending Rates 

All three categories of the housing loan rate increased by 5 basis 

points over the December 2018 quarter. As at December 2018, the 

Bank Variable Rate and the Mortgage Manager rate were at 5.35 per 

cent while the Home Equity Loan rate was at 6.55 per cent.  

On a yearly basis, both the Bank Variable rate and Home Equity 

Loan rate increased by 15 basis points while Mortgage Managerõs 

rate increased by only 5 basis points over the same period.  

Home Lending Rates 

Chart 8ñ  Business Lending Rates 
Source: ABS / Preston Rowe Paterson Research 
*Change over the quarter 

Chart 9ñ  Home Lending Rates 
Source: ABS / Preston Rowe Paterson Research 
*Change over the quarter 

5.0%

5.5%

6.0%

6.5%

7.0%

7.5%

Banks - Standard Banks - 3 Year Fixed MortageManagersBanks - Standard Banks - 3 Year Fixed MortageManagersBanks - Standard Banks - 3 Year Fixed MortageManagersBanks - Standard Banks - 3 Year Fixed MortageManagers

Small Business -  
Residential Secured 

+0.0* 

Small Business - Other 

+0.0* 

Small Business -  
3 Year Fixed Rate 

+0.0* 

6.45% 

7.35% 

5.30% 

4.0%

4.3%

4.6%

4.9%

5.2%

5.5%

Banks - Standard Banks - 3 Year Fixed MortageManagersBanks - Standard Banks - 3 Year Fixed MortageManagers

Banks ð Standard 
Variable Rate 

Home Equity Loan Rate 

+0.05bps* 

+0.0* 

+0.05bps* 
5.35% 

4.10% 

5.35% 

Mortgage Managers 



 

 8 Economic Report | December 2018 

Chart 10ñ Australian Unemployment Persons and Unemployment Rate  
Source: ABS / Preston Rowe Paterson Research 

Chart 11ñ Unemployment Rate and Participation Rate by State 
Source: ABS / Preston Rowe Paterson Research   
*Trend figures used for NT and ACT as seasonally adjusted data for both are not publicly available 
Arrows indicates change over the quarter 

Unemployment 

The Australian unemployment rate fell back to 5 per cent on December 2018 

following Novemberõs 5.1 per cent and Octoberõs 5.0 per cent. The 5 per cent 

unemployment rate recorded for December 2018 is also equal to the lowest 

level of unemployment since June 2011. The economy added 21,600 jobs over 

the month albeit most of these were part time positions while 3,000 full time 

positions decreased over the same period. The labour market continues to track 

well, however, IFM economist noted that the spare capacity issue is still 

unresolved and it is difficult to envisage materially stronger wage growth in the 

low inflationary environment.   

Through December 2018, Queensland employers recorded to be the most active 

hirers, hiring almost 12,000 workers. Victoria also reported strong job growth 

while other states remain relatively flat except Western Australia where jobs 

decreased by 15,300. Victoria currently leads the nation with a seasonally 

adjusted unemployment rate of 4.2%, slipping past New South Walesõ 4.3%.  

Labour Force 

Wage Price Index 

Australiaõs Wage Price Index (WPI) increased by a seasonally adjusted 1.2 per 

cent in the September 2018 quarter to 130.0 index points. The overall increase in 

Wage Price Index was expected as unemployment rate squeezes further. 

However, despite having to increase over the quarter, the wage growth was 

considered modest as household income/debt ratio remains in concerning 

levels. The improvement in the economy may see further lifts in wage growth 

over time.  

In the due course, increased wage growth rate may be seen in areas where skill 

shortages are reported. Nonetheless, the uncertainty concerning the extent of 

spare capacity in the labour market and how fast would it take to translate to 

higher wage and price inflation continues.  

Chart 12ñ Australian Wage Price Index  
Source: ABS / Preston Rowe Paterson Research 
*Dec quarter 2018 figures are currently not available and hence Sep quarter 2018 figures have been used for 
analysis.  
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Chart 11. Wage Price Index

Source: ABS/Preston Rowe Paterson Research
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Over the December 2018 quarter all three Australian price indices, the Property 

Trusts Index, the All Ordinaries Index and the S&P/ASX200 Industrial Index 

declined. Considering this trend, the Property Trust Index performed relatively as 

it increased 2.6 per cent to 1,412.6 points over the month to December 2018 

despite reflecting a marginal decline of -1.04% over the quarter.  

The S&P/ASX200 Industrials Index that include businesses predominantly 

amongst the manufacturing & distribution of capital goods, commercial services 

& supplies and transportation services field, recorded a decline of -1.2 per cent 

to 5,671.7 points over the month. This figure represents a decline of -6.76 per 

cent over the quarter and -3.8 per cent over the year. Similar to the S&P/ASX200 

Industrials Index, the All Ordinaries Index declined by 0.7 per cent to 5,709.4 

points over the month. This reflects a quarterly -6.76 per cent or a yearly -3.8 per 

cent decline. 

Over the three months to December 2018, the Australian S&P/ASX200 Index 

declined 43.8 points or 9.03 per cent, ending the year at 493.8 points. The 

Australian S&P/ASX200 Index declined with a softer landing as compared to the 

United States S&P 500 Index that fell 123.3 points or 13.97 per cent over the 

same period to 759.1 points.   

Events over the quarter that affects the declining Australian S&P/ASX200 Index 

includes- 

¶ The Royal Commission hearing findings 

¶ AMP sells life insurance arm, causing 24.5 per cent share price slump 

¶ ANZ reports cash profit down 5 per cent  

¶ Lendlease writes down engineering division 

¶ Court refuse to endorse Westpacõs $35 million settlement with ASIC over 

responsible lending breaches 

Share Price Indices  

Industrials, All Ordinaries & Property Trust 
Index Values  

Chart 13ñ Australian and US Share Price Indices 
Source: RBA / Preston Rowe Paterson Research 

Equity Markets 

Chart 14ñ Australian Share Price Indices 
Source: ASX / Preston Rowe Paterson Research 
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Chart 13. Industrials, All Ordinaries & Property Trust Index Values
Source:Marketwatch/Preston Rowe Paterson Research
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Australian Exchange Rates 

Chart 15ñ  Monthly Movement in Exchange Rate 
Source: RBA / Preston Rowe Paterson Research 

Over the month to December 2018, the Australian Dollar depreciated against 

most major currencies, including the US Dollar (-3.5%), UK Pound (-2.8%), Euro (-

3.8%), Japanese Yen (-6.1%) and NZ Dollar (-1.3%). As at the end of December 

2018, $AUD1.00 equated to $USD0.7058, Ã0.5563, û0.6178, Õ77.93 and 

$NZD1.0519.  

The Australian Dollar is down -2.3 per cent against the green-back when 

compared to September 2018 figures. Steep declines in stocks, base metals and 

crude oil prices, along with adjustments to positioning ahead of year-end, were 

the likely catalysts behind the move. The green-back was also strengthening 

despite the partial shutdown of the US government between 22nd December 

2018 to 25th January 2019. 

The continued financial volatility and the weakening of the Chinese yuan were 

the likely driver behind the Australian Dollar end of year slide.  

The US-China trade war destabilised markets and hurt currencies that are either 

sensitive to changes in the Chinese economic outlook including the Australian 

Dollar.  

Against the British Pound, the Australian Dollar depreciated 2.8% over the month 

to December 2018. The Sterling rebounded due to increased optimism around 

Brexit negotiations, driven by Theresa Mayõs win for the vote of confidence in 

leadership of the Conservative Party in mid-December.   
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