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Labour Force 
Full-Employment – Are We There? 
· The unemployment rate fell from 5.3% in August to 5.0% in September, the lowest in six 

years, underscoring the recent strength of the labour market. 

· The RBA’s estimate of the unemployment rate at full employment is 5.0%. We, however, 
think it is too early to declare that the economy is at full employment, as wage growth 
remains subdued and rates of underutilisation in the labour force remain high.  Moreover, 
labour force data is volatile month to month. 

· Employment rose a modest 5.6k in September, following a surge of 44.6k in August. 
Employment growth has been particularly volatile over the last few months. However, 
looking through month-to-month volatility, employment gains have averaged a solid 20.0k 
per month over 2018. 

· Unemployment rates edged down in NSW (from 4.6% to 4.4%) and Victoria (from 4.7% to 
4.5%), to a ten-year and seven-year low, respectively.  These States continue to stand out as 
being the lowest across States. Unemployment rates also fell in all other States except for 
Tasmania. 

· The near-term outlook continues to be promising given the strong pace of growth in the 
domestic economy. Other leading indicators, including job ads, job vacancies and reports of 
above-average business conditions suggest that jobs will continue to grow at a solid pace. 
These indicators suggest that the unemployment rate could fall further.  
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The unemployment rate fell from 5.3% in August to 5.0% in September, the lowest in six years, 
underscoring the recent strength of the labour market. 

Employment rose a modest 5.6k in September, following a surge of 44.6k in August. Employment 
growth has been particularly volatile over the last few months. However, looking through month-
to-month volatility, employment gains have averaged a solid 20.0k per month over 2018.  If 
sustained, this pace of growth would be enough to put downward pressure on the unemployment 
rate if the participation rate holds steady.  

For the month, the fall in the unemployment rate was helped by the fall in the participation rate 
from 65.7% in August to 65.4% in September.  

Much will be made of the unemployment rate hitting 5.0%, which is the RBA’s estimate of the 
unemployment rate at full employment. We, however, think it is too early to declare that the 
economy is at full employment as wage growth remains subdued and rates of underutilisation in 
the labour force remain high.  Moreover, labour force data is volatile month to month. 

Nonetheless, today’s data is clearly showing that the downward trend in the unemployment rate 
is continuing. Another indicator, the employment-to-population ratio at 62.2% is close to its 
highest in seven years.  

The strength in full-time job creation is also suggesting that there is firm demand for labour. Full-
time jobs rose 20.3k in September, while part-time jobs declined 14.7k. Over the past year, nearly 
80% of the 280.9k net jobs created were in full-time work.  Furthermore, full-time jobs are 
growing at an annual rate of 2.6%, well above their long-run average.  
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States and territories 

Victoria had the strongest job gain over September, lifting 20.0k. Among other States, there were 
modest gains in NSW (2.8k) and Western Australia (3.1k). Jobs declined in Queensland (-11.6k) and 
to a lesser extent in South Australia (-0.2k) and Tasmania (-1.4k).    

In annual terms, NSW (134.2k) and Victoria (85.5k) continue to drive the bulk of the employment 
gains. Queensland (35.6k), Western Australia (15.9k) and South Australia (6.6k) continue to have 
moderate growth in the year. Tasmania (-0.9k) was the only state with employment down in the 
year to September.  

Unemployment rates edged down in NSW (from 4.6% to 4.4%) and Victoria (from 4.7% to 4.5%), 
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to a 10-year and seven-year low, respectively.  These States continue to stand out as being the 
lowest in Australia. Unemployment rates also fell in other States, including Queensland (from 6.3% 
to 6.0%), South Australia (from 5.7% to 5.5%) and Western Australia (from 6.4% to 6.0%). 
Tasmania was the exception (steady at 5.8%).  

On a trend basis, the unemployment rate in the ACT edged down from 3.7% to 3.6%, and in the 
Northern Territory it rose from 4.0% to 4.1%.  

 

Outlook 

The strength of the job market is consistent with an economy currently growing at above potential 
and above-average conditions in the business sector. Near-term indicators on the labour market 
such as job vacancies point to ongoing strength in the labour market in the near term, and it 
suggests that the unemployment rate is at risk of falling further.  

The RBA’s latest forecasts published in August imply that the unemployment rate has hit 5.0% 
sooner than it was anticipating. We will be watching for any pickup in wage pressures, but we 
expect global and structural factors will keep wage growth subdued. The experience from 
overseas suggests technological change and competition could continue to prevent firms from 
lifting wages substantially.   

 

 

 

Janu Chan, Senior Economist 
Ph: 02-8253-0898
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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. 
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