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Westpac — Melbourne Institute
Consumer unemployment expectations

* The unemployment expectations index rose 4.6% in Dec following on
from 0.9% rise in Nov and a 0.6% rise in Oct. The index is now just
4.5% lower than where it was in Jun which had been looking like
being a cyclical peak. The index has deteriorated since Sep (a fall in
the index suggests consumers are not expecting unemployment to rise
as much as they were) rising 6.2%o.

 This lift in the index has seen a turnaround in the annual pace from —
8.2% In Sep to —2.0% in Dec. Unemployment expectations are
decidedly less upbeat than they were just three months ago.

« The trend series also highlights that whereas the index was looking as
If it has peaked a few months ago it is now deteriorating again. The
trend index, which the M1 reports as a three month centred average,
was —1.8%mth Oct, 2.0%mth in Nov and 1.0% in Dec.

* Clearly, as 2013 ends household are starting to get nervous about
jobs again. Recent press on Holden & Qantas would not have helped.
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Westpac-Melbourne Institute
Consumer unemployment expectations (cont)

* In addition, the index trend is 17% higher that it long-run
average. This suggests that employment growth continues to
underperforming relative to population growth and as such, the
employment to population ratio is likely to hold at GFC lows. .

« All occupations are getting more nervous but managers &
professional are still the most worried. Interestingly, households
without children are the more worried than those that don’t.

« Sydney is the most worried city, Melbourne the least, but the
remaining cities are becoming more worried as unemployment
expectation bounce in the mining powerhouse of WA. In fact, WA
household are now relatively more worried than Qld and Vic.
Surprisingly, Vic has the strongest level of unemployment
expectations relative to its long run average but they are rising
there as well.
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Westpac-Melbourne Institute
Consumer unemployment expectations (cont)

* In NSW, hours worked has outperformed the unemployment
expectations index while full-time employment has
underperformed. In that state, employers are clearly working
their existing employees harder than employing new workers.

* Vic is seeing full-time job leap ahead of unemployment
expectations where lagging hours worked appears to be more of a
factor.

 Qld is not as extreme but also highlight stronger hours worked
relative to a modestly positive outcome for full-time employment.

* In WA, the recent lift in full-time employment is turning over and
unemployment expectations are more closely aligned with the
softer hours worked numbers.
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Labour market concerns have bounced again...
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...pointing to upside risks for unemployment...
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...as employment lags population growth...
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...and full-time employment lags behind...
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...which

remains a drag on total employment.
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Employers have preferred to lift hours worked...
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...which is odd in this phase of the cycle.
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Both working & not working more worried
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Managers & professionals most worried
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Primary & tertiary most worried...

index Unemployment expectations by occupation LR ave = 100 index
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...but worries similar by gender.

index Unemployment expectations by occupation LR ave = 100 index
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Living with kids a touch more confident...

index Unemployment expectations by family type LR ave = 100 index
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...but no difference by home ownership.

index Unemployment expect by household type LR ave = 100 index
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Sydney clearly now the most worried...
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...worries have bounced in WA, Qld improves...
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...& rural areas differ little from urban.

iIndex  Unemployment expectations by state LR ave =100  index

150
140 A - 140
—urban
130 - - 130
120 - —rural - 120
110 A - 110
100 A 100
90 - - 90
80 - - 80
70 - - 70
Sources: Westpac-Ml
60 ! ! . —- 60
Dec-01 Dec-04 Dec-07 Dec-10 Dec-13

Institutional
Bank Widestpac

20



NSW full-time has fallen below expectations...
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...but NSW hours worked more robust.
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Vic expectations still weaker than employment...
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...& are weaker than hours.
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Qld jobs jumped ahead of expectations...
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...as Qld hours worked surge on.
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WA expectations on a downwards trend...
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...consistent with weaker WA hours worked.
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Job worries are Kkey to rate cuts...

bps Index invert.
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...and the negative pressure has eased.
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