Australian National
Accounts

Government supports GDP but
falls short on long term
business needs
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From the Chief Economist

The September quarter National Accounts clearly reveal that the public sector is underwriting the
Australian economy. Government spending and investment climbed to a record high share, at 28 per cent
of GDP in the quarter. Yet the economy managed just 0.3 per cent growth in the quarter and 0.8 per cent
growth over the year.

Federal and state governments continue to spend big. It's hard to find a government in Australia that
doesn’t have a record high capital program over the next four years.

Ongoing spending pressures on governments continue, with an ageing population; strong demand for
services; defence needs in a geopolitically uncertain world; and the energy transition. But, as we have
consistently argued, this level of spending won't deliver macroeconomic stability and drive sustainable long-
term growth.

Productivity growth and the terms of trade are falling, consumer prices are still rising too strongly, and
interest rates remain high.

Private business investment is at a decent level but, with a new wave of uncertainty from President-elect
Trump, rising regulation, fewer migrants and a government unwilling to kickstart much-needed reforms on
tax, an investment freeze is within sight.

Business needs more from their governments than short-term fixes to today’'s problems. An agenda
focused on driving GDP growth from the private sector is crucial - now more than ever.

Cherelle Murphy | EY Regional Chief Economist, Oceania /
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1. GDP rose only 0.8 per cent over the year and GDP per capita
fell 1.5 per cent
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2. Governments provided substantial electricity bill rebates,
which meant household consumption on energy was lower

Household and government consumption

% of GDP % of GDP
23 - L 53
22 - L 52
L 51

21
L 50

20
- 49

19 -
- 48
18 7 L 47
17 - - 46

T T T T T T T
2010 2012 2014 2016 2018 2020 2022 2024

— Government consumption, lhs 10y pre-pandemic avg, lhs Household consumption, rhs
10y pre-pandemic avg, rhs

Source: ABS, Macrobond, EY



Australian National Accounts September 2024

3. Public sector spending rose to become a record-high share of
the economy, contributing much more to growth than usual

Government contribution to GDP growth
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4. Personal income tax cuts eased the tax burden, but it
remained high as a proportion of gross disposable income
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5. Household disposable income increased but household
consumption was weak. The RBA expects a recovery in both.

Household consumption and real disposable income with RBA forecasts
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6. Business investment remained relatively steady with
machinery and equipment, and computer software strongest

Type of Business Investment Mining and non-mining investment
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7. Building and renovation activity remained weak, except in
Western Australia

New dwelling investment and alterations and additions
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8. Total wages growth continued to expand at a healthy clip,
despite national income continuing to fall

Net national income and compensation of employees
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9. Australia's poor productivity performance contrasted with the
US, where unit labour costs were more moderate

Australia labour productivity and unit US labour productivity and unit labour
labour costs costs
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10. Growth in compensation of employees (total wage bill) was
strong in the public sector but slowed in the private sector
Compensation of employees by sector
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EY can help

The future is uncertain, but the path there
doesn’t need to be.

EY Oceania Economics is an economic advisory
practice specialising in applied quantitative
analysis, combining the elements of Economics,
Policy and Strategy to provide insights through
modelling and data visualisation.

We have a deep knowledge of the Australian
economy and the business environment, offering
a unique perspective in a rapidly changing world.
We deliver:

» Economic scenario modelling and
economic impact assessments

» Macroeconomic modelling and
forecasting

» Tailored Economic Insights

» Bespoke economic models and tools

» Deep labour market modelling capabilities
» Economic Policy Development

» Climate change modelling

For updates and analysis, visit
www.ey.com/en_au/economics

Key contacts

-

Cherelle Murphy | Oceania Chief Economist
EY Australia | Canberra
cherelle.murphy@au.ey.com

B

Paula Gadsby | Senior Economist
EY Economics | Perth
paula.gadsby®@au.ey.com

Nicholas Hordern | Senior Economist
EY Economics | Sydney
nicholas.hordern®au.ey.com
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EY | Building a better working world

EY is building a better working world by creating
new value for clients, people, society and the
planet, while building trust in capital markets.

Enabled by data, Al and advanced technology, EY
teams help clients shape the future with
confidence and develop answers for the most
pressing issues of today and tomorrow.

EY teams work across a full spectrum of services
in assurance, consulting, tax, strategy and
transactions. Fueled by sector insights, a globally
connected, multi-disciplinary network and diverse
ecosystem partners, EY teams can provide
services in more than 150 countries and
territories.

Allin to shape the future with confidence.
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