The Australian perspective: 2016 and beyond

A presentation by Gene Tunny
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Back to the Future day coming up
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A lot has changed since 1989 when movie came out

Lots of privatisation and microeconomic reform, but more needs to be done
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High expectations

But only a “partial recovery” in business confidence according to NAB
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Keeping unemployment above 6 per cent

Unemployment rate

Per cent

Recent sub-trend

growth

Financial crisis
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Views on afternoon walk

Lots of excitement about residential construction = - e oo
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Declining resources-related CAPEX a big challenge

Private gross fixed capital formation, seasonally adjusted, chain volume
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Forward estimates of CAPEX discouraging
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Where will future jobs come from?
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Services jobs a major growth area

Employment growth over last five years, Australia, top 20/50 occupation unit groups

Machine and Stationary Plant Operators
Factory Process Workers
Education Professionals
ICT Professionals
Protective Service Workers
Health Professionals
Design, Engineering, Science and Transport...
Automotive and Engineering Trades Workers
Hospitality Workers
Sports and Personal Service Workers
Business, Human Resource and Marketing...
Clerical and Office Support Workers
Managers nfd
Hospitality, Retail and Service Managers
Inquiry Clerks and Receptionists
Engineering, ICT and Science Technicians
Skilled Animal and Horticultural Workers
Food Trades Workers
Other Technicians and Trades Workers
Arts and Media Professionals
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Sydney house price growth does look “crazy”

Median house prices
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Housing metrics are concerning

The Economist house-price indicators:
over-valuation (+) & under-valuation (-)

100 Per cent
80
60 B vs rents vs disposable income
40
20 | I
0 I I I I | | - - I l
% RL QS @O Ny 0N -
0 QY N O Q N QO < oQ N\ o (o2 O & N Q 5
20 & &€ P EFFE S L &R & AR
Qo & F o & RS 05 & ©
Q\ S SIS ©
Y SO 2
-40
-60

Source: The Economist, 3-9 October 2015.
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Huge growth in landlords negative gearing
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Blowout in declared rental losses for negative gearing
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Budget is in bad shape

Underlying cash balance (surplus/deficit)

Per cent of GDP
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Debt and interest bill continue to climb

Bonds and interest payments
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from bracket creep

IS occurring coming

Budget repair that

Receipts and payments, per cent of GDP

Per cent of GDP

30

25

20

Payments

Receipts

15

6T-810¢
LT1-9T0¢
ST-¥10¢
€T-¢10¢
TT-0T0¢C
60-800¢
£0-900¢
S0-700¢
€0-¢00¢
10-000¢
66-8661
£6-9661
S6-7661
€6-¢661
16-0661
68-8861
£8-9861
98-17861
€8-¢861
18-0861
6L-8L61
LL-9L61
SL-vL61
€L-cLel
1£-0L61

IlI Adept Economics

Source: Budget papers.



Social security & welfare the big cost drivers

Commonweath expenses by function
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Need to boost productivity through economic reforms

Annual growth rate of GDP per hour worked

Per cent

— Productivity growth

4+ 5 per. Mov. Avg. (Productivity
growth)
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Possible reform areas Political difficulty

Harper
& Fed.

- +

Budget impact

Income
& COo.
tax

II /\dcpt Economics



Thanks for listening

Contact: gene.tunny@adepteconomics.com.au

Blog: queenslandeconomywatch.com
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