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The Overview 17 May 2018 

 

Australia Economics Flash: Private sector wages growth at risk of 
slowing again (Josh Williamson 16 May 2018) 
 

    

 Another soft wage growth print despite robust employment growth. 

The Wage Cost Index (WCI) increased by 0.5% (0.47% to two decimal places). This is a miss from the 0.6% expected by the 

market but in-line with Citi’s 0.5% forecast. The result meant that on a yearly basis wage cost growth remained at 2.1% for the 

third consecutive quarter (Figure 1) despite yearly employment growth accelerating from 2.7% to 3.4% over this period. The 

Phillips Curve continues to remain effectively flat in Australia (Figure 2).  

 

 The quarterly wages data was again driven by public sector enterprise bargaining agreements. 

Public sector wage costs increased by 0.54% thanks to a 0.8% increase in education and training. Total public sector wages 

increased strongly in Tasmania (+1.1%), South Australia (+0.9%) and Victoria (+0.8%). 

 

 Private sector WCI growth continues to moderate. 

Up by 0.47% in Q1 for a 1.9% yearly gain, private sector wages growth is at risk of slowing again (Figure 1 again). The Q1 

performance reflects slower growth in nine of the eighteen surveyed industry sectors and faster growth in only five sectors. 

Importantly, construction sector wages growth slowed. We have previously warned that post-peak residential building activity and 

employment in this sector would be followed by a period of slower wages growth. The other point to make is that most of the 

sectors that reported slower wages growth are labour intensive. The only labour intensive private sector to record an acceleration 

in wage costs was education and training, which rose off the back of the public sector enterprise agreement. 

 

 Real wages growth remains problematic. 

Real wages growth was just 0.2% for the second consecutive quarter (Figure 3). Furthermore, we noticed more industry sectors 

where real wages growth is now negative including retail, wholesale, transport, property and professional services or close to zero 

including information media, public administration and finance (Figure 4). 

 

 Impact on monetary policy. 

Yesterday Deputy Governor Guy Debelle said that based on the experience of other countries, wages growth may remain lower 

than historical experience would suggest. The Bank’s liaison showed most firms expect wages growth to remain broadly stable. In 

the Deputy Governor’s opinion this argues for ongoing wage outcomes centred around 2% yearly growth and for an even lower 

unemployment rate than currently expected to generate higher wages growth in the future. We also know that the RBA views 

compositional change in the labour force as a force dampening average hourly earnings. Our own business liaison suggests that 

where pockets of labour pressure exist, firms are not yet willing to offer higher rates of pay. They are looking for other ways to 

attract labour or casting a wider net to find suitable employees. Today’s wage cost data should reinforce the Deputy Governor’s 

view and ensure that the RBA remains on-hold for the remainder of this year. We expect the RBA not to start lifting the cash rate 

target until Q1 of 2019 with the risk that it takes longer to start the process of tightening monetary policy. 

 

 

Link to full article below to read the report:  

 

https://au.citifirst.com/EN/downloads/d2cb1cfc-5aa4-492c-9c5e-3a2ce37f2540/Minis-Strike-and-Stop-Loss-Consolidated.pdf
https://au.citifirst.com/EN/downloads/7268a393-ca33-4065-b11f-d26c71df3721/Minis-Strike-and-Stop-Loss-Consolidated.xls
https://au.citifirst.com/EN/downloads/f638a342-4dcb-42e3-8dbf-ee9552557182/Instal-MINIs-Pricing-Consolidated.pdf
https://au.citifirst.com/EN/downloads/df0e52fc-d0c5-4ff5-897f-bf40f5b00225/Bonus-Pricing.pdf
https://au.citifirst.com/EN
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Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

CBAKOK $1,083,091 Citi Sells TLSKOK 875,000 Citi Buys 

XJOQOQ $628,603 Citi Sells TLSJOY 542,035 Citi Buys 

A2MKOR $606,665 Citi Sells XJOQOQ 271,600 Citi Sells 

XJOLOU $449,990 Citi Sells XJOLOU 221,000 Citi Sells 

XJOKOP $401,135 Citi Sells XJOLOS 216,932 Citi Buys 

Stopped Out Warrants 

Warrant Code Strike Stop Loss Remaining Value Stop Loss Date Final Listing Date 

WHCKOP 6.5748 5.26 $1.285 16/05/2018 18/05/2018 

A2MKOF 9.7553 11.23 $0.074 16/05/2018 18/05/2018 

LYCKOA 2.0028 2.4 $0.365 16/05/2018 18/05/2018 

SULKCP 9.7043 8.25 $1.435 16/05/2018 18/05/2018 

A2MKCB 8.9794 10.29 $0.85 16/05/2018 18/05/2018 

MQGKOT 126.3779 113.53 $11.99 16/05/2018 18/05/2018 

DMPKOS 52.2606 44.46 $7.74 16/05/2018 18/05/2018 

WHCKOX 6.3805 5.1 $1.23 16/05/2018 18/05/2018 

CSLKCQ 199.5754 179.77 $19.79 16/05/2018 18/05/2018 

      
 

Headlines & Highlights 

 

 Despite North Korean media’s threats that the nation will withdraw from the planned summit with South Korea and the 
US following military drills between the two allies, Trump has commented that he has not received any official 
notification of plans to do so. 

 The US Fed’s Williams has suggested forward guidance from the Bank will be “past its shelf life” once they approach 
a neutral rate. 

 Italy is close to the establishment of a new government, after Five Star leader Di Maio and League’s Salvini “met to 
hash out a coalition agreement”. The potential for Italy to leave the EU is not being considered. 
 

Overnight  

 
Equities | S&P500 2722.46 (+0.41%)  |  Stoxx600 393.21 (+0.21%)  |  FTSE 7734.20 (+0.15%) 

 US equities finished in the green despite yields surpassing 3.10%. Materials were well bid, climbing 1.15% 
Consumer Discretionary followed suit to finish 0.85% higher, as the sector was boosted by a strong performance 
from Retail. Macy’s rallied 10.83% on a better-than-expected earnings report, with the retailer posting a 4.2% rise 
in same-store sales. The result boosted the rest of the sector. Real Estate and Utilities were the laggards of the 
session, falling 0.44% and 0.87%, respectively. Both sectors have consistently underperformed the index during 
this period of rising yields. 

 The FTSE 100 finished 0.15% higher, with a strong performance from Materials and Tech. Materials were well bid, 
rising 2.2% as a sector. Anglo rallied 4.98%, Glencore was up 3.63%, and RIO finished 2.85% higher. In the Tech 
space, Micro Focus rallied 6.2% as the firm announced it had won a new $40m licencing deal. Lastly, Paddy 
Power Betfair rallied 6.3% as it stated plans of combining its US business and fantasy sports company to target 
U.S. customers. after the recent Supreme Court ruling. 

Foreign exchange |  AUDUSD 0.7518 (+0.42%)  |  DXY 93.374 (-0.11%)  |  EURUSD 1.1812 (0.00%) 

 The greenback gave back an earlier advance overnight despite treasuries extending its slide with 10y yield up 

https://ir.citi.com/OljQJhwY10MqwgTHqDs0K%2B2JKyC78MYFKWTbtUQl%2BZTYMb32sFCV8eGFaCtHFdSrgNQsTV%2FQvQI%3D


 

2.5bp to 3.10.  

 Commodity currencies rallied with Loonie leading the gains as crude oil recovered later in US trading; USDCAD at 
1.2788 (-75 pips). AUD and NZD wasn’t far behind jumping to 0.7518 (+30 pips) and 0.6901 (+15 pips).  

 EUR dipped amid concern about a potential proposal to write off some Italian debt, although a spokesman for one 
of the parties in negotiations to possibly form government said such a cancellation isn’t part of their plan. EURUSD 
momentarily broke through the resistance level of 1.18 but remains largely unch’d at 1.1811.  

 As of 8pm the prior day to the time of writing. 
Commodities | Gold 1290.10 (-0.02%)  |  Oil (WTI) 71.54 (+0.32%)  |  Copper 305.85 (+0.53%) 

 Energy – an EIA report showing a 1.4 million barrel decline in US supplies last week helped fuel price action in 
crude overnight, with WTI up 0.32%. This was despite a reduction in the demand growth forecast and an increase 
in non-OPEC supply growth expectations. 

 Metals – copper gained 0.53% on suggestions “spot buyers are facing tight supply levels of available metal” on the 
LME. Also, today the EU are expected “to publish a law foreseeing the potential to hit 2.8 billion euros of US 
exports to the bloc with a 25% levy” as a retaliation against Trump’s steel and aluminium tariffs. 

 Agriculture – wheat was down 1.40% intra-night on news France and India’s wheat exports will increase this 
season, although it has since reversed. 

 
 

 
 
CORPORATE 

 

 Adelaide Brighton Ltd (ABC.AX) - Annual Shareholders Meeting 

 DuluxGroup Ltd (DLX.AX) - Half Year 2018 Earnings Presentation 

 Westpac Banking Group (WBC.AX) Interim Cash Dividend 

 

ECONOMICS 

 11:00 Aus Consumer Inflation Expectation (May) (3.6% prev)                                                                       

 11:30 Aus Employment Change (Apr) (20.0k exp, 4.9k prev)                                                                          

 11:30 Aus Unemployment Rate (Apr) (5.5% exp, 5.5% prev)                                                                         

 11:30 Aus Full Time Employment Change (Apr) (-19.9k prev)                                                                         

 11:30 Aus Part Time Employment Change (Apr) (24.8k prev)                                                                         

 11:30 Aus Participation Rate (Apr) (65.5% exp, 65.5% prev) 

  
  

 
  

Overnight Summary  

 

Australian Indices Last Change 
% 

Change 
Past 

Month 

ASX 200 6,107 9 0.15% 4.54% 

SPI 6,110 11 0.18% 5.02% 

  
   

  

Major World Indices Last Change 
% 

Change 
Past 

Month 

Dow 24,769 63 0.25% 0.80% 

S&P500 2,722 11 0.41% 1.67% 

Nasdaq 7,398 47 0.63% 3.38% 

  
   

  

UK 7,734 11 0.15% 7.45% 

Germany 12,996 26 0.20% 4.88% 

  
   

  

Nikkei 22,717 -101 -0.44% 3.98% 

Hong Kong 31,110 -42 -0.13% 3.48% 

Shanghai Comp 3,170 -23 -0.71% 3.35% 

  
   

  

Currencies Last Change 
% 

Change 
Past 

Month 

$A / $US 0.7516 0.0044 0.59% -3.22% 



 

$A / GBP 0.55729 0.00404 0.73% 2.54% 

$A / Euro 0.6314 0.0053 0.85% 1.40% 

DXY (USD Basket) 93.37 0.148 0.16% 4.41% 

A$ TWI  62.1 0 0.00% -1.43% 

$US / Yen 110.39 0 0.00% -3.08% 

  
   

  

Metals (LME) / Energy Last Change 
% 

Change 
Past 

Month 

Gold - spot 1,290.71 0.00 0.00% -4.21 

Oil - WTI 71.49 0.18 0.25% 7.96 

  
   

  

Metals (LME-3mnth official) 
   Aluminium 105.03 -0.52 -0.49% -3.48% 

Copper 309.62 0.82 0.26% -1.22% 

Nickel 656.58 2.27 0.35% 0.98% 

Coking Coal 183.70 -0.50 -0.27% -4.27% 

Thml Coal (Newcastle) 104.60 0.35 0.34% 12.47% 

Iron Ore-Qingdao 67.64 -0.02 -0.03% 5.44% 

SHFE Steel Rebar 3676.00 2.00 0.05% 8.47% 

  
   

  

Dual Listed Co's Last 
 % 

Change A$ equiv Spread 

BHP Billiton plc 1,744 1.87% 31.30 8.67% 

Rio plc 4,350 2.85% 78.06 8.49% 

HendersonGrp plc 33.20 -0.93% 44.17 1.49% 

BHP ADR 51.47 1.58% 34.24 0.68% 

  
   

  

  
   

  

Cash Rates Futures Next Next + 1   

Australia 1.50 1.94 1.95   

US 1.75 1.95 2.16   

Euro 0.00 -0.29 -0.08   
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For further information please contact the CitiFirst Sales desk on 1300 30 70 70.  To unsubscribe, please email citifirst.warrants@citi.com. 
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without notice and (ii) may differ from those views, opinions and estimates held or expressed by Citi or other Citi personnel.  
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