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Australia’s employment falls a further
227,700 in May

A worse fall in employment, a bigger rise in the unemployment rate
and fall in the participation rate should all hopefully start to unwind
next month
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Higher than expected

It looks bad, because it is bad

There aren't many bright spots in the May employment report. Even the April figures were revised
to show a bigger fall in employment (-607,400 from an initial -594300). May's figures included an
89,100 fall in full-time employment and a 138,600 fall in part-time employment.

The overall fall in employment of 227,700 was much worse than expected, but it is at least a
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slowdown from April. Unemployment rose 86,000 to 928,000 and took the unemployment rate to
7.1%, its highest since October 2001, when it reached 7.2%. The rise in the unemployment rate
was further helped by a drop in the labour force participation rate to 62.9% from 63.6%. That
suggests many unemployed becoming disaffected with their chances and drifting out of the
labour force. Some may not return when the economy revives.

The size of the figures also highlights the difficult job that all governments, not just that of
Australia, have in providing an offset to the impacts of lockdowns. Australia's JobKeeper payment
scheme is designed to help protect the most vulnerable jobs during this crisis, but clearly, despite
the large sums involved (AUD130bn over 6 months), it has been swamped by the collapse in
demand the lockdowns have delivered. And JobKeeper goes further than a lot of other similar
schemes around the world.

Hope for June turnaround

With lockdowns being eased in some states in May and this continuing in June, in particular with
respect to retail opportunities, we would be hopeful that next month might start to see some of
these job losses being reversed.

However, this is probably going to be a very cautious process, and the third phase of easing will not
take place in most states until July, so we may see any job gains limited in size, and concentrated
in lower-paying part-time work, probably in retail sectors.

With the RBA pledging to keep rates at least as low as they are now (official cash rate is 25bp), any
increase in rates this year is out of the question, and indeed tightening next year is looking quite
improbable too now.

RBA Governor Lowe has suggested that the RBA would not embark down a negative rate route,
and we believe he will stick to this. But he might want to casually suggest he has not ruled it out,
to help the economy along with a bit of AUD weakness. The AUD still sits above 0.6850. We expect
it to return to 0.67 by the end of this quarter before resuming its appreciation path.

Author

Robert Carnell
Regional Head of Research, Asia-Pacific
robert.carnell@asia.ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Snap | 18 June 2020 2


mailto:robert.carnell@asia.ing.com

THINK economic and financial analysis

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited requlation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

Snap | 18 June 2020 3


http://www.ing.com

