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A macro snapshot

3 Ps of economic growth has become the 5 Ps Key takeaways

1. Population It used to be sufficient to think about economic growth in
terms of the 3 Ps: population, participation and

2. Participation productivity

= Flraduerly The role of the macroeconomist has expanded to cover a

4. Pandemic broad range of topics.

5. Populism These topics are interrelated, and change permeates
through a complex global system with increasing pace.

3 Rs are also important for the Australian economy

6. Renewables Ollie Cansdell
Associate Director, EY Economics
7. Resources
8. Residences
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‘The 3 Ps' are an economist’'s mental model for economic growth
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‘The 3 Ps' are an economist’'s mental model for economic growth
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‘The 3 Ps' are an economist’'s mental model for economic growth
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‘The 3 Ps' are an economist’'s mental model for economic growth
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The macroeconomy has woken from a pleasant dream of low but stable growth.
We're experiencing turbulence of the 1970s with a modern twist.

Gross Domestic Product
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‘The lucky country’ becomes self-fulfilling as migration drives population growth

Estimated resident population, including state budget

forecasts
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The lockdown-induced spike in unemployment was short-lived. Vacancies
quickly rose to double anything seen by the previous generation.

Unemployment rate Job Vacancy Statistics
% thousand thousand
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Labour shortages & skills mismatch are stymieing growth, at a time when
governments are working through some major infrastructure programs

Infrastructure investment by state; Total
public sector*

Jobs and Skills Australia data on skills shortages $Sbn

shows critical shortages in key skills required for the 120
energy transition, housing and critical aspects of
Australia’s services economy. 100 -

Occupation Shortage Driver
Automotive Electricians Long training gap
Bakers and Pastrycooks Retention gap
Boat Builders and Shipwrights Retention gap
Bricklayers and Stonemasons Long training gap

Bus and Coach Drivers

Butchers and Smallgoods Makers Retention gap

Cabinet and Furniture Makers Long training gap

Carpenters and Joiners Long training gap

Chefs Retention gap

Civil Engineering Draft: and Te ici Uncer injunk
Page 10 15 November 2024

Copyright © 2024 Ernst & Young Australia. All Rights Reserved. Liability limited by a scheme approved under Professional Standards Legislation

AUS NSW vic QLD SA WA TAS NT ACT
AN TN N TN TN N TN TN
(8 ) (8 ) (NS ) (8 ) (8 ) (8 ) (8 ) (8 ) (8 )
G/ G &\ P \F P G\
TN TN TN TN TN T AT S, G,
(s) (s) (nNs) (58) (s8) (s8) (s) (s8) (s8)
G (B WM& (&) &) (&) () (&) (&)
N TN VP VN VN VN Ve Ve Ve
(s) (Ns) (s) (s) (s) (s) (s) (s) (s)
S TS S S S S S S S 40
(s) (s) (s) (s) (s) (s) (s) (s) (s)
o ;D e B M D O O
( ) ) ) ) ) ) ) ) )
A N S N S N N NG I N S N R 2 O
e A R R R R AR R .
(s) (s) (nNs) (8) (s8) (s8) (s) (s) (s8)
\F G & G B B G\ \E
Ve Y TN Ve Y Ve Y Ve N Ve Y ~ S\
T T T T T 1

[ FY23 FY24 FY25 FY26 FY27 Fy28

ACT SA m QLD mVIC mTAS mNT mNSW m WA

OROROROREORORORORO) Source: FY24 Budget papers

* Total public sector data except for SA, QLD, NT and NSW where Total public sector data
was not available.

i—

EY

Presentation title



Productivity was present e
hoverboard?

verywhere but the statistics, but where's my

Productivity growth is slowing glob
%, 5 year m.a

Ma L

ally

\

1955 1960 1965 1970
United Kingdom — United States

1975
Japa
Page 11

15 November 2024 Presentation title

Copyright © 2024 Ernst & Young Australia. All Rights Reserved. Liability limited by a scheme approved under Professional Standards Legislation

1980

1985

1990

1995

2000

2005

2010

AORRS

2020

2025
n —Germany — Australia

Source: Conference Board, Macrobond, EY

-
EY



Simultaneous supply- and demand-side shocks characterised the pandemic...as
has high levels of government spending

Public Sector Size Healthcare and social assistance employment
% of GDP % of GDP % share of total employment
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We've seen the patterns of the ‘Great Election Year’, but we're yet to fully
understand their consequences

“At the moment, there’s some
uncertainty around what the

“The direct impact on Australia landscape for investment in the
would be relatively mild, but the green sector in the US is going to
broader impact on our major look like under Trump.
trading partners and on the global
trading system might be more Perhaps that flow of capital
significant, and in that regard, towards the US will slow, and
that is a little more concerning to global investors will look at other
us” markets, including Australia.”
- Jim Chalmers, 11/11/2024 - Joanne Spillane, Global Head of Private Capital

Markets, Macquarie Group, 10/11/2024
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The IRA was designed to crowd-in capital. While we're unlikely to see a full
reversal, the tenor of US Government spending will change.

United States, International Investment Position, Liabilities by Category
USD, trillion
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An approach to trade that is more scattergun than scalpel

Global impact on real GDP

ppt difference relative to baseline
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Development of renewables will need to increase to meet our targets. There is
capital available, but it's not quite the USDS5 trillion we need

Global energy investment in clean energy and in fossil fuels
USD trillion
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..though the resources sector remains a major employer, exporter and
contributor to government revenues (especially in Queensland)

Queensland royalty revenue Queensland investment
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Many of these pressures are squeezing the housing market. How is this
Influencing students' aspirations of home ownership?

Brisbane rents Dwelling prices by state
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EY | Building a better working world

EY exists to build a better working world, helping
to create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available
via ey.com/privacy. EY member firms do not practice law where
prohibited by local laws. For more information about our organization,
please visit ey.com.

[Optional sector or service line descriptor — refer to The Branding
Zone]

© 20XX Ernst & Young, Australia.
Il Rights Reserved.
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In line with EY's commitment to minimise its impact on the
environment, this document has been printed on paper with a
high recycled content.

This communication provides general information which is current at the time of
production. The information contained in this communication does not constitute
advice and should not be relied on as such. Professional advice should be sought
prior to any action being taken in reliance on any of the information. Ernst &
Young disclaims all responsibility and liability (including, without limitation, for
any direct or indirect or consequential costs, loss or damage or loss of profits)
arising from anything done or omitted to be done by any party in reliance,
whether wholly or partially, on any of the information. Any party that relies on
the information does so at its own risk.
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This economist doesn’'t know when the interest rates will change, but these ones
might...

RBA cash rate expectations
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Financial markets pricing has been volatile over recent months given economic
data releases. The first 25bp cut is fully priced for August 2025.

RBA cash rate expectations from cash rate futures
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