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Wage Price Index

Slow Progress

The wage price index rose by 0.6% in the September quarter, which was in line with both our
own and consensus expectations. This followed an increase of 0.5% in the June quarter.

The annual rate of wage growth rose to three-year high of 2.3% in the September quarter, up
from 2.1% in the June quarter.

Real wages growth, taking into account inflation, also lifted slightly in the September quarter.
Annual wages growth increased to 2.3%, from 2.1% in the June quarter. Meanwhile annual
headline inflation fell to 1.9% in the September quarter, from 2.1% in the June quarter.

Despite the small lift in the annual pace of wages growth, wages growth remains low. Taken
together with high household debt and the slowdown in the housing market, slow wages
growth suggests consumers are likely to remain reticent about spending. Ongoing slow wages
growth and low inflation leave us comfortable with our expectation that the RBA will leave rates
on hold for some time.

In other data today, Westpac-MI consumer sentiment rose 2.8% in November. The index
remained above 100, where it has been for the past 12 months, signalling more consumers are
optimistic than pessimistic.
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The wage price index rose by 0.6% in the September quarter, which was in line with both our own
and consensus expectations. This followed a downwardly revised increase of 0.5% in the June
quarter (previously reported as a 0.6% increase).

The annual rate of wage growth rose to 2.3% in the September quarter, up from 2.1% in the June
guarter. The annual pace of wages growth was the highest in three years.

For the quarter, the pace of public sector wages growth remained stronger than the private sector
at 0.6% for the fourth consecutive quarter. Private sector wages growth rose by 0.5% in the
September quarter, an unchanged pace of growth from the June quarter.

In annual terms, public sector wages growth continued to outpace that of the private sector. For
the year to the September quarter, public sector wages rose 2.5%, its fastest pace since the March
quarter 2016. The annual pace of private sector wages growth was steady at 2.1% in the
September quarter.

The pace of wages growth lifted in the year to the September quarter. Real wages growth, taking
into account inflation, also rose slightly in the September quarter. Annual wages growth increased
to 2.3%, from 2.1% in the June quarter. Meanwhile annual headline inflation fell to 1.9% in the
September quarter, from 2.1% in the June quarter.

By Industry

Wage growth remained slow across all industries, with annual growth at or below 2.8% in all
industries in the September quarter. The strongest sectors for wages growth were healthcare &
social assistance (2.8%), education & training (2.7%) and electricity, gas, water & waste services
(2.7%).

The weakest annual wages growth was in mining (1.8%) and retail trade (1.8%).
By State

For the year to the September quarter, wages growth was strongest in Victoria and Tasmania
(both at 2.5% for the second quarter running), followed by Queensland (2.4%), NSW (2.3%), South
Australia and the ACT (both at 2.2%), the Northern Territory (1.7%) and Western Australia (1.6%).

Implications for the RBA

Despite the small lift in the annual pace of wages growth, wages growth remains low. Taken
together with high household debt and the slowdown in the housing market, slow wages growth
suggests consumers are likely to remain reticent about spending. Underlying inflation remains
below the RBA’s 2-3 percent per annum target band, at 1.7%. A lift in wages growth is needed
before underlying inflation can move sustainably into the middle of the RBA’s target band.
Ongoing slow wages growth and low inflation leave us comfortable with our expectation that the
RBA will leave rates on hold for some time.

Jo Horton, Senior Economist
Ph: (02) 8253 6696
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The Detail

The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change.
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or
transmitted without the written consent of Bank of Melbourne.

Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141
AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified.
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