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Highlights
u	Victoria’s employment increased 

in December, as did workforce 
participation, while the 
unemployment rate rose but 
remained low.

u	Consumer sentiment and business 
confidence fell in the month and 
over the year. 

u Melbourne dwelling prices rose in 
December and were higher over 
the year. 

u Melbourne inflation rose by 2.0 per 
cent over the year to the December 
quarter.

u At its February board meeting, the 
RBA left the cash rate on hold at 
0.75 per cent.

u	The IMF lowered its global growth 
forecast for 2020 to 3.3 per cent, 
down from its previous forecast of 
3.4 per cent.

Domestic developments
Bushfires in recent months have affected large parts of 
south-eastern Australia, including East Gippsland and North 
East Victoria. These fires have caused difficult circumstances 
and tragic losses in some communities. The declaration 
of a global health emergency due to the spread of novel 
coronavirus has raised additional challenges.

Prior to the emergence of these unforseen events, Victoria’s 
labour market was demonstrating ongoing strength. In 
December 2019 there were an additional 10 300 jobs in the 
economy. Over the year to December, employment grew by 
2.7 per cent.

The unemployment rate in Victoria rose by 0.3 percentage 
points to 4.9 per cent in December. Compared to December 
2018, the unemployment rate rose by 0.7 percentage points, 
but remains below the national unemployment rate of 5.1 per 
cent. 

The labour force participation rate increased to a record high 
of 66.6 per cent in December, an increase of 0.8 percentage 
points over the year.

There were 23 400 more people employed in regional Victoria 
in the three months to December, and 15 000 additional jobs 
over the year.

The unemployment rate in regional Victoria rose by 
0.1 percentage points to 3.7 per cent in the three months to 
December, but was down from 4.3 per cent a year earlier. 

Victoria’s youth (15-24 years) unemployment rate rose by 
0.1 percentage points to 10.3 per cent in December (12-month 
average).

Victoria’s population grew by 2.1 per cent over the year to the 
June quarter, above its historical average rate. Net overseas 
migration made the largest contribution to growth, adding 
83 200 persons over the year. Victoria’s share of national net 
overseas migration was 34.9 per cent, significantly higher 
than the state’s population share of 26.0 per cent, and well 
above the historical average. Net interstate migration remains 
strong and added 12 200 persons over the year, although this 
is below recent highs.

Conditions in Victoria’s housing market continue to improve. 
The CoreLogic Home Value Index for Melbourne increased by 
1.4 per cent in December, the seventh consecutive monthly 
increase. Over the year to December, it rose by 5.3 per cent, 
the highest annual rate since March 2018.
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Melbourne’s auction clearance rate was high in December 
2019 at an average of 76 per cent. Sales volumes increased 
over the year, with sales in the final quarter of 2019 around 
30 per cent higher than the same period in 2018, according 
to REIV data. For 2019 as a whole, however, sales volumes 
were around 23 per cent lower than in 2018. 

The number of new loans to owner-occupiers decreased 
by 5.3 per cent in November. The value of new loans to 
owner-occupiers rose by 0.4 per cent in November and by 
11.0 per cent over the year. The value of new loans to investors 
increased by 1.4 per cent in November and was up by 4.5 per 
cent over the year.

The value of residential building approvals rose by 3.7 per 
cent in November but was down 8.0 per cent over the year. 
The number of dwelling units approved fell by 1.8 per cent in 
November and was down by 6.4 per cent over the year.

The Westpac-Melbourne Institute Consumer Index fell by 
4.8 per cent to 93.0 in January. Over the year the index was 
12.7 per cent lower. An index of 100 indicates an equal number 
of positive and negative responses to the survey questions.

Three of the five indicators of the consumer index fell in 
January. ‘Economic Conditions next 12 months’ was down by 
12.5 per cent, ‘Economic Conditions next 5 years’ was down 
by 10.3 per cent and ‘Time to Buy Major Household Items’ was 
down by 3.3 per cent. ‘Family Finance next 12 months’ was 
steady in the month, while ‘Family Finance vs a year ago’ rose 
by 3.0 per cent.

The value of Victoria’s retail trade increased by 1.1 per cent 
in November. The strongest monthly growth was in clothing, 
footwear and personal accessories (4.4 per cent) and 
department stores (4.1 per cent). Over the year to November, 
Victoria’s retail trade value rose by 2.9 per cent. 

The NAB business confidence index decreased by 5 points to 
-7 index points in December and was 10 points lower over the 
year. The business conditions index decreased by 4 points to 
6 index points in December, but was 4 points higher than a 
year ago.

Inflation rose in the December quarter, although price 
pressures in the economy remain subdued. Melbourne 
inflation was 0.9 per cent in the December quarter and 2.0 per 
cent over the year. The impacts of the drought on food prices 
contributed to this quarterly rise, as did increases in domestic 
holiday and tobacco prices, which typically rise strongly in the 
December quarter.

The RBA kept the cash rate on hold at 0.75 per cent at 
its February meeting. Looking ahead, financial market 
participants expect the RBA to cut the cash rate by a further 
25 basis points by around mid 2020. 

 

Global developments
Global economic conditions remain mixed. Although the US 
and China signed a ‘phase one’ trade deal in January, policy 
uncertainty remains and geopolitical tensions have increased. 

The recent coronavirus outbreak has unsettled financial 
markets. Equity price and market interest rates fell in late 
January on concerns about the potential impact of the 
outbreak on economic growth. Key market indicators of 
uncertainty also rose. 

In its latest World Economic Outlook, the IMF lowered its global 
growth estimate for 2019 to 2.9 per cent, down 0.1 percentage 
points from its October estimate. Growth is expected to pick 
up in 2020 to 3.3 per cent, and to 3.4 per cent in 2021, but these 
forecasts were also revised down by 0.1 and 0.2 percentage 
points since October.

Despite this, the IMF commented there are tentative signs 
that manufacturing activity and trade have stabilized, and 
that accommodative monetary policy is expected to support 
growth going forward. The IMF analysis was finalised prior to 
the coronavirus outbreak. 

Employment in the United States increased by 145 000 
persons in December. The unemployment rate was 
unchanged at 3.5 per cent, its equal lowest rate in over five 
decades. Annual inflation rose to 2.3 per cent in December. 

China’s official manufacturing purchasing managers’ 
index remained steady at 50.2 in December. A value above 
50 indicates an expansion in manufacturing. Industrial 
production firmed, increasing by 6.9 per cent over the year to 
December, up from 6.2 per cent in November.

The unemployment rate in the euro area remained steady 
at 7.5 per cent in November. Inflation rose in December, 
increasing to 1.3 per cent, 0.3 percentage points higher than 
in November.
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Movements in financial data over the past month

Note: Data reported in the newsletter are current as at 30 January 2020.

31 December 2019 29 January 2020 Change

AUD/USD 0.701 0.677 3.3%

ASX 200 6 684 7 032 5.2%

S&P 500 3 231 3 273 1.3%

90-day bank bill rate* 0.93 0.90 -0.03

10-year Commonwealth bond rate* 1.37 1.02 -0.36

Note: Changes are based on the movement in unrounded figures. 

* Changes are calculated as percentage points.
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