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Australia: Labour data remains strong in
July
Next week's minutes will show how close the Reserve Bank of Australia
(RBA) came to hiking at their July meeting. These latest July labour data
suggest that the RBA's rate headache hasn't gone away

Australia jobs
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58,200 Total employment gain in July
Follows 52,300 gain in June

Better than expected

The second 50K+ jobs figure in as many months...
58,200 jobs were created in Australia in July, all of which were full-time (60,500), and there
was a small decline in part-time employment (-2,300). Australian labour data is choppy, but
this is the second month in a row in which total employment has risen by more than 50,000,
and the June figure was also dominated by full-time employment. 

There may be some concern that the unemployment rate has risen from 4.1% to 4.2%.
However, the blame for this can be levelled firmly at the door of the rise in the labour force,
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where another strong monthly increase will have left some new entrants still without work,
contributing to a roughly 24,000 increase in the unemployment total. We expect most of these
new jobless will be swallowed up in next month's employment gains, with some initially
getting part-time work before converting to full-time jobs. 

In other words, this might be considered a "good" increase in the unemployment rate, which is
both likely to be relatively short-lived, and reflects optimism about labour opportunities, not
job shedding. 

Part time vs full time jobs monthly change (000s, 3-month
moving average)

Source: CEIC, ING

Yes, but what about the RBA?
The RBA held rates unchanged at 4.35% in July, but this was a hawkish hold, and today's
labour data suggest that the decision not to hike may have been a close one, and will remain a
talking point in the months ahead. Recent wage price data held at 4.1% YoY instead of
beginning to fall as had been expected. This stickiness in wages adds a further element of
uncertainty about the inflation outlook, at a time when progress on inflation has been
extremely slow. 

The market's views on the outlook for the RBA's cash rate target have whipped around a lot
this year. They are currently fully pricing in a rate cut by the end of this year. We would have
to say that this looks like an extremely ambitious forecast to us, and we would be more
comfortable with pricing that showed flat rates for the rest of this year, with even a small
possibility of a final 25bp hike somewhere, to indicate lingering demand strength and price
pressures. Until it does so, the AUD is likely to be whipped around by G-10 moves against the
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USD and by macro developments in China. This suggests a tendency to appreciate over the
back end of the year, though with substantial volatility as the China story remains
disappointing as evidenced by today's activity data dump.  
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