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Australia has now gone more than 15 years without Australia has now gone more than 15 years without 
recession, the longest in its historyrecession, the longest in its history

Real GDP growth

Note: shaded intervals denote periods in which real GDP growth was negative for two or more 
quarters, or during which real GDP declined from the year-earlier quarter.
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Unemployment is at a 30-year low, while a record 
proportion of the population is employed

Sources: ABS; Economics@ANZ.
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'Underlying'

Inflation and interest rates, though rising, are still low by 
historical standards

Sources: Australian Bureau of Statistics; Reserve Bank of Australia; Economics@ANZ.
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Corporate profits and the share market are at record highs

Non-financial corporate 
gross operating surplus
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Australian public sector finances are among the strongest Australian public sector finances are among the strongest 
in the developed worldin the developed world

Note: Shaded areas denote official forecasts. Figures are for financial years ended 30th June.

‘General government’
cash balance 

-5

0

5

10

15

20

25

30

35

75 80 85 90 95 00 05 10

% of GDP

Commonwealth
'general

government'

Total non-
financial
public sector

Public sector
net debt
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Reserve Bank Statistical Bulletin.
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Import prices

Australia’s terms of trade have improved since the early 
90s, reversing the decline of the 70s and 80s

Sources: Australian Bureau of Statistics; US Bureau of Economic Analysis; Economics@ANZ.

Australian export and import 
prices in real US$ terms
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Australia’s economy has done well over the past 15 years

• Economic growth has averaged 3¼% per annum

• Australia has ranked 7th or 8th among OECD countries

• Australia hasn’t experienced recession for more than 15 years

• This is the longest period without recession for at least 106 years

• Australian per capita incomes are once again above the OECD 
average for the first time since the mid-1970s

• The proportion of working age Australians in employment is at an
all-time high

• Inflation and interest rates are very low vs 70s and 80s

• Corporate profits and the sharemarket are at record highs

• Public finances are in very sound condition by historical and 
international standards
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But, many of the major drivers of Australian economic 
growth over the past 15 years are now fading

• The housing boom ended in most parts of Australia in 2004 

• Consumers have therefore become more cautious about 
borrowing and spending

• Business capital expenditures look to have peaked after 
several years of exceptionally strong growth

• With the exception of minerals, Australia’s export 
performance has been poor since the beginning of the present 
decade

- in volume terms weaker than at any time since the 1950s
- rising exports of minerals offset by falling exports of crude
- rural exports affected by drought
- manufacturing and services exports hit by strength in the 

A$

• Australia’s productivity miracle appears to be ending

• New challenges with growth of emerging markets and the 
environment



10Source: Economics@ANZ.

30

35

40

45

50

55

60

65

89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06

% of total (12-month moving total)

Import

Export

Australia’s merchandise trade 
with Asia as a % of total

Reforms and commodities boom have driven growth

• Good economic 
management and earlier 
policy reforms have been a 
driver of growth

• Global economic growth 
has been stronger and 
more stable than during the 
70s and 80s

• The emergence of China as 
a major participant in the 
global economy has been 
particularly beneficial for 
Australia, boosting the 
prices of Australia’s exports 
and cutting the prices of 
many of our imports

Note: ‘Asia’ includes Japan, China, Korea, Taiwan, Hong Kong, 
ASEAN and India
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There are no obvious candidates for driving another spurtThere are no obvious candidates for driving another spurt

Household consumption

Source: Economics@ANZ.
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Focus needed on ageing impact of population
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• Increasing immigration
- Migrants age at the same 

rate as the existing 
population

- Higher immigration might 
be desirable for other 
reasons, but feasible 
increases would not offset 
the impact of ageing

• Increasing participation in the 
labour force

- Requires halting and 
reversing a long term trend 
towards declining 
participation among older 
age groups

- And addressing existing 
incentives to early 
retirement
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Productivity, participation growth require a kick-start
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Labour productivity* growth
• As the economy approaches 

‘full employment’, marginal 
additions to the work force 
may be ‘less productive’

• Lack of focus on productivity-
enhancing reforms in recent 
years

• Deluge of productivity-stifling 
legislation and regulation in 
recent years to enhance 
‘national security’ and 
‘corporate governance’

• Aging population increases 
the urgency 

Aggregate labour force 
participation rate

*Labour productivity is output per hour worked in 
the non-farm business or market sector

Sources:  ABS; US Bureau of Economic Analysis; University of Groningen Growth and Development Centre Total Economy Database January 2007
Productivity Commission, Economic Implications of an Ageing Australia, March 2005
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Educational attainment is an emerging issue
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Higher education student numbers 
have flattened out

A high proportion of Australians leave 
school before upper secondary level

Source: Department of Education, Science & Training
Source: OECD Education at a Glance (2006).

% of population aged 25-64 whose highest level of  
educational attainment is lower secondary

• Employment prospects improve 
with increasing levels of 
educational attainment

• Incomes rise with educational 
attainment

• OECD estimate that an extra 
year of schooling lifts per capita 
GDP by about 6%

• Broadly consistent with 
Australian research that a one-
year increase in the average 
level of schooling

– would increase annual GDP 
growth by 0.5 pc pt per 
annum

– would ultimately increase 
the level of GDP by 8%

Sources: ABS Education & Work May 2005 (6227.0); Access Economics (2005); 
OECD Education at a Glance (2006); Steve Dowrick, ‘The Contribution of 
Innovation and Education to Economic Growth (2002).
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$283 bn in windfall revenue gains, 
2002-03 to 2009-10

Sources: Budget Papers 2002-03 through 2006-07 
& Economics@ANZ.

• Australia should be 
leveraging this unusual 
period of success to deal 
with issues previously put in 
the ‘too hard’ basket

• Much of the benefits of the 
resources boom has been 
‘redistributed’ through tax 
cuts and welfare spending

• There are other important 
opportunities to build 
sustainable prosperity

A missed opportunity?

Personal
income tax
cuts

Other Personal
income tax
cuts

Other

Family
tax 

benefits

Other tax cutsBusiness tax cuts

Medicare enhancements
Defence & ‘national security’

Education, innovation etc.
Roads

Welfare-to-work
Aged care

Increased
budget 

surpluses
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next 100 years would be 
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Concern about global warming makes action essential
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Source: Left Chart – UK Met Office. Right chart - Climatic Research Unit (CRU), School of Environmental Sciences, University of East 
Anglia (UK).  Note that the CRU ‘has an explicit policy of refusing to allow external examination of how they produce their global 
temperature series’ (Carter et al, World Economics Vol. 7, No. 4, October- December 2006 p. 190).
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Long term globalglobal growth is shifting to new economies

Source: Economics@ANZ.
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Which will see structural shifts in the global economy

Rankings of economies by GDP*

Source: DataStream, ANZ Economics
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The material in this presentation is general background information about the Bank’s 
activities current at the date of the presentation.  It is information given in summary 

form and does not purport to be complete.  It is not intended to be relied upon as 
advice to investors or potential investors and does not take into account the investment 

objectives, financial situation or needs of any particular investor.  These should be 
considered, with or without professional advice when deciding if an investment is 

appropriate.

For further information visit

www.anz.com
or contact

Paul Edwards
Head of Corporate Communications

ph: (613) 9273 6955   fax: (613) 9273 4091   e-mail: paul.edwards@anz.com 


