BUSINESS CONDITIONS AND SENTIMENTS

Insights from a survey of businesses run by the Australian Bureau of Statistics over 9-16 June 2021
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SUMMARY

* More businesses have reported an improvement in revenues since the height of the pandemic, although the
recent lockdown in Victoria caused some disruption in the June data.

« More businesses are also finding it easier to meet their financial commitments. Indeed, 41% of businesses
expect it to be easy or very easy to meet their financial commitments over the next three months, which is a vast
improvement from last year.

« The strength in revenues and improved ability to meet financial commitments reflects the rapid economic
recovery, as well as elevated consumer and business confidence.

« The survey also suggests the jobs market will tighten further with 8% of businesses reporting a rise in the
number of employees and 11% of businesses expecting to lift staffing levels next month.

* Reports of labour shortages and difficulties in finding suitable labour have also become louder. These reports
echo what we are also hearing from many of our business customers.

* In June,19% of employing businesses reported that they did not have enough employees based on current
operations, up from 12% three months ago. There are also 27% of businesses in June reporting they were
having difficulty finding suitable staff to fill jobs.

* A high share of businesses surveyed (74%) said there was a lack of job applicants.
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REVENUES RECOVERY CONTINUES BUT STUMBLES ON VIC LOCKDOWN

* Conditions for revenue have continued to

Changes In revenue. July 2020 to June 2021 (2)(®) improve in the latest survey of businesses
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* The improvement reflects the continued
economic recovery.

40

* In June 2020, 24% of businesses reported
a fall in revenue compared with nearly half

| of businesses in July 2020.
However, monthly revenue data shows
’ weakness between May and June 2021; a
.- higher proportion of businesses reported

decreased revenue and a lower proportion
reported increased revenue. The Victorian
® Revenue docremsed. ) Revenueiincrensed lockdown impacted Victorian businesses
and businesses in other states.
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[a) Proportions are of all businesses.

[b) Businesses reported changes over the last month.
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BUSINESSES FINDING IT EASIER TO MEET FINANCING COMMITMENTS

Business ability to meet financial commitments over the next three months, August 2020,
March 2021 and June 2021 (a)(b)
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[2) Proportions are of all businesses.
() The sum of the component tems does not equal 100% because businesses could respond 'Don't know' or "Not applicable’.

In June, 41% of businesses expect it to
be easy or very easy to meet their
financial commitments over the next three
months. This is a vast improvement from
23% recorded in August 2020.

The survey also reveals that a greater
share of small businesses are finding
financing commitments easier (compared
to medium and larger sized businesses).
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FINANCING CONDITIONS BY INDUSTRY

* Those businesses that found it easier to
meet financial commitments over the next
three months are in financial & insurance
services (56% of all businesses) whilst the
industry that was likely to find it hardest was
arts & recreation services (37%).

Business ability to meet financial commitments over the next three months,
by top industries (a)

Easy or very easy to meet
financial commitments

Difficult or very difficult to meet
financial commitments %

560/0'H‘H‘ 3l and insu
§2% Rental, hiring and real estate services

o 379% Arts and recreation services

‘ 25% Wholesale trade

52% Electricity, gas, water an
Sl%”mn'n,;

-p-b 51% Transport postal and warehousing

* Indeed, the industry breakdown reflects
economic activity across industries. Those
industries finding it harder are also most

i ookl bk impacted by the closure of international

borders and virus-related restrictions.

x 25% Accommodation and food services

() 23% Retail trade
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EMPLOYMENT

Proportion of businesses that reported an actual and expected increase in number of
employees, July 2020 to June 2021 (a)
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® Businesses reported an increase in number of employees (b)
— Businesses expected an increase in number of employees (c)

[2) Proportions are of all businesses.
[E) Businesses reported changes over the last month.

(£) Expectations for the indicated month as reported by businesses in the previous month of collection.

In June, 8% of businesses reported an
increase in their number of employees.

Furthermore, 11% of businesses are
expecting an increase in their number of
employees in July.

Separate data from the Australian Bureau
of Statistics showed that jobs grew by a
115.2k in May and the unemployment rate
fell to its pre-pandemic level of 5.1%.

We expect the unemployment rate is likely
to have a ‘4’ in front this year and that full
employment will be reached faster than the
Reserve Bank has forecast.
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REPORTS OF STAFF SHORTAGES GETTING LOUDER

Businesses that do not have a sufficient number of employees (a)

* In June,19% of employing businesses
reported that they did not have enough
employees based on current operations.

« This share has is higher than the 12%
recorded in March 2021 and the 15% in
December 2020.

* Businesses in construction (29%) and
retailing (27%) were the most likely to report
staff shortages.

20

* Closed international borders are one of the
Peesmer e aren ez one 2 factors exacerbating the difficulty in finding
® Businesses that do not have a sufficient number of employees Iabour and the r|ght type Of Iabour

(a) Proportions are of employing businesses.
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FACTORS DRIVING THE LABOUR SQUEEZE

Factors influencing number of employees for businesses with insufficient staff, by employment

size (a)(b)
* The 19% of businesses that are experiencing
10 i sutable 17— labour shortages provided the top reasons for these
shortages. They were:
e — * inability to find suitable staff (57%);
O — - affordability of additional staff (48%);
vty o eisting smployess o v — * uncertainty due to COVID-19 (42%);
L e— - availability of existing employees to work (34%);
- » domestic border closures (19%);
I « difficulty retaining staff (19%); and
e — - international border closures (18%).
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]

® Small businesses @ Medium businesses @ Large businesses

=

(&) Proportions are of employing businesses with an insufficient number of employe=es.

(b} Businesses could select more than one response
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DIFFICULTIES IN FINDING THE ‘RIGHT TYPE OF LABOUR

Whether businesses were having difficulty finding suitable staff, by employment size (a)(b)

Small busineszes

Medium businesses

Large businesses

[ ]
72

® Businesses having difficulty finding suitable staff
@ Businesses not having difficulty finding suitable staff
@ Don't know

(2) Proportions are of employing businesses.

(B} The sum of the components may not equal 100% due to rounding.

Whilst 19% of businesses are reporting labour
shortages, there are also 27% of businesses
reporting they were having difficulty finding
suitable staff to fill jobs.

Medium (45%) and large businesses (43%)
were more likely to report they were having
difficulty finding suitable staff, compared to
small businesses (26%).
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DIFFICULTY FINDING SUITABLE STAFF BY INDUSTRY

Businesses having difficulty finding suitable staff, by industry (a)(b)

Accommodation and Food Services

Electricity, Gas, Water and Waste Services

* Businesses in accommodation and food
services (38%) were the most likely to report
they were having difficulty finding suitable staff
to fill jobs.

Oither Services (b}
g

Transpgort, Postal and Warehousing
Health Care and Social Assistance
g

Education and Trainin

« At the other end of the spectrum, retailing finds
it easier to find the right type or suitable type of
labour.

Administrative and Support Services
Mining

Information Media and Telecommunicati...
Artz and Recreation Services

Professional, Scientific and Tedhnical Ser..

Wholesale Trace
Rental, Hiring and Real Estate Services |
-

Financial and Insurance Services

Retail Tace

o] 10 1= 20 2z 20 35 40
%
@ Businesses having difficulty finding suitable staff

(3) Proportions are of employing businezses.

(b) Includes repair and maintenance, personal (2.g. hairdressers) and other services.
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DIFFICULTIES IN FINDING THE ‘RIGHT TYPE OF LABOUR

Automotive & engineering tra

Bunldlnq trades

aginee

Hospitality workers "

Cleaners Health professionals Managers
SalesperSOnS Chefs & cooks

Labourers™ Business professionals

DrlverSCufe workers

The 27% of employing businesses that
reported they were having difficulty finding
suitable staff provided comments on the
types of jobs they were having difficulty
filling.

The following word cloud presents the types
of jobs reported by these businesses.

The more common responses are bigger
and bolder. These included hospitality
workers, salespersons, drivers and
managers.
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FACTORS IMPACTING BUSINESSES FINDING SUITABLE STAFF

Factors impacting ability to find suitable staff (a)(b)
Factors impacting ability to find suitable staff, by employment size (a)(b)

Lab v f : Small Medium Large All
abour su PPty actors @ businesses businesses businesses businesses
@' % % % %
Q Applicants don't have iaationat Lack of spglicants for job(z) 73 53 7% 74
‘.‘ the reqlflred SR'"S or border dosures Applicants don't have the skills or qualifications - - . .
> quallﬁcatlons required for job{s)
International border closures limiting recruitment
0 # 38 E1 32
Lack of job applicants 66% pool
J PP External factors
Location of the job(s) 0 21 23 28
Types of employment offered (c) 23 138 17 23
74%
(o} Uncertain econamic conditions 21 25 27 22
Pay conditions of jobi(s) 17 26 29 12
Working days or hours of job{s) 12 24 17 13
Other employment or working conditions (d) 12 B a 11
[2) Proportions are of employing businesses that are having difficulty finding suitable staff to fill jobs.
[k} Businsszes could =elect more than ons response.
Job factors

[c) For example, permanent, temporary, casual, full-time, part-time.

(8 Proportions ave of emy ing businesses that are having difficulty finding suitable staff to fll jobs. [d) For example, working conditions of the job, leave entitlements, flexible working arrangements, superannustion.
(b) Businesses could select more than one response

(€) For example, permanent, temporary, casual, full-time, part-time

(@) For example, working conditions of the job, leave entitiements, flexible working arrangements, superannuation

* A high share of businesses surveyed (74%) said there was a lack of job applicants.
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PLANS BY BUSINESSES TO ADDRESS STAFFING ISSUES

Workforce actions businesses plan to take over the next three months, by employment size (a)

(b)

« The most common action planned to
address staffing issues is increasing staff

]

I

e numbers.
]

Incresse stafthours | * Retraining existing staff also features
highly.

« Medium and large businesses were more
likely than small businesses to expect to
increase staff numbers over the next three

— months.
'_—

® sSmall businesses @ Medium businesses  ® Large businesses

[2) Proportions are of employing businesszes.

(b} Businesszes could select more tham one response

o
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TOP WORKFORCE ACTIONS BY INDUSTRY

Top workforce actions, by top industries (a)(b)

23% of businesses plan to increase staff numbers over the next three months (a)

Top workforce actions Top industries

32% Electricity, gas, water and waste services

Increase staff numbers 29% Mining , , . s . .
28% Professional, scientific and technical services The increase in staff is expected to be (b)(c) n'lEJﬂbs are E)(pECiEd to be (b}{e}
42% Retail trade ™ smalzax % rermanent 61%
' I Re-train existing staff 38% Education and training

37% Other services (c) m E Casual 48%
28% Transport, postal and warehousing E Temporary or fixed term
contract 21%

26% Arts and recreation services
23% Accommodation and food services

() Proportions are of employing businesses (a) Proportions are of employing businesses.
i FUSIHE’SSEE ':"':f""ld seler,t: more than one FEEIDOHSE B . (b) Froportions are of businesses that plan to increase staff numbers over the next three months.
(c) Includes repair and maintenance, personal (e.g. hairdressers) and other services {c) The sum of the component items do not equal 100% as businesses could respond ‘Don‘t know’
(d) The proportion of businesses that reported ‘Large’ was rounded to 0%
(e) Businesses could select more than one response

« Businesses in the electricity, gas, water & waste services industry were the most likely to lift staffing numbers.

« Of all businesses planning to lift employment over the next 3 months, the lift is mostly expected to be small and
for permanent staff.
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SURVEY DETAIL

In responding to the survey, businesses are asked to provide a best estimate only, without accessing records or
reports.

The survey was conducted through a telephone based survey between 9 and 16 June 2021.

The survey is based on a random sample of approximately 2,000 units stratified by industry and employment
sSize.

The final response rate was 64% (or 1,275 responding businesses).

The survey sample is re-weighted to adjust for non-responses.

Businesses who did not respond might not have done so because they are adversely impacted by COVID-19.
If this were the case there is potential for systematic bias in these estimates. That would mean that the
responses in this survey would underestimate the impact of COVID-19 on businesses.
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CONTACTS

Chief Economist Economist

Besa Deda Matthew Bunny
dedab@stgeorge.com.au matthew.bunny@stgeorge.com.au
(02) 8254 3251 (02) 8254 0023
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DISCLAIMER

"The information contained in this report (the Information) is provided for, and is only to be used by, persons in Australia. The information
may not comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular
investment objectives or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or
investment advice or recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or
services. No decision should be made on the basis of the Information without first seeking expert financial advice. For persons with whom
St.George has a contract to supply Information, the supply of the Information is made under that contract and St.George’s agreed terms of
supply apply. St.George does not represent or guarantee that the Information is accurate or free from errors or omissions and St.George
disclaims any duty of care in relation to the Information and liability for any reliance on investment decisions made using the Information.
The Information is subject to change. Terms, conditions and any fees apply to St. George products and details are available. St.George or
its officers, agents or employees (including persons involved in preparation of the Information) may have financial interests in the markets
discussed in the Information. St.George owns copyright in the Information unless otherwise indicated. The Information should not be
reproduced, distributed, linked or transmitted without the written consent of St.George. "
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