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Surprise surge in employment, but met by labour supply

Key Points

e Employment surged +76k in June, well above our and
consensus expectations for +15k

e Butitwas alongside ajump in the participation rate. The
unemployment rate remained at 4.4%, as expected.

e Therisein participation and underemployment could
suggest a labour supply response to recent cost of living
challenges.

e Theunemployment rate averaged 4.4% in Q2, above the
RBA’s May SoMP forecast of 4.2%. But stronger
employment growth in the quarter muddies the signal for
their assessment of labour market tightness.

Labour Force Summary Table
Jun-2026 May-2026  12m average

Employed people (change) 76,343 43,994 21,003
Employment to population 64.0% 63.8% 63.9%
Unemployed people (change) 12,734 -17,167 2,514
Unemployment rate 4.43% 4.37% 4.31%
Underemployed rate 6.5% 6.3% 6.0%
Participation rate 67.0% 66.7% 66.8%
Source: ABS

Assessment

Today’s labour market outcome stopped short of clarifying
the underlying trend. Unemployment and (especially)
underemployment have trended a little higher, but the surge
in employment growth means the employment to population
ratio is no longer trending lower.

A theme of the past couple of years has been a labour supply
response to cost of living pressures. People joined or stayed
in the workforce, and those working part time sought more
hours, when real income pressure was most acute. It is too
early to be conclusive, but there are signs those themes could
be re-emerging. Participation rose, and most but not all
labour market entrants found work. People who would prefer
to work more hours rose, but the rise in underemployment
shows this was not always matched by additional shifts.

The June data completes Q2 and shows the unemployment
rate averaged 4.4% over the quarter, above the RBA’s May
forecast of 4.2%. Both the unemployment rate and

underemployment rate have broken above their recent
ranges this quarter. Combined with signs of easing labour
constraints and capacity utilisation in the NAB Business
Survey, that leans towards a marginal easing in the RBA’s
assessment of labour market tightness. That said, the
surprising strength in employment growth will appropriately
limit how much signal they can take from those
developments.

Detail

Employment growth of 76k was sharply higher than our and
the consensus forecast for +15k. Even so, the unemployment
rate remained at 4.4% (4.43% unrounded). That tension is
reconciled by the 3 tenth rise in the participation rate to
67.0%.

The ordinary rotation of the survey does not look to have
been a driver of volatility. The incoming eighth of the sample
this month did have modestly higher participation than the
full sample average, but it is marginal.

The ABS did note that employment growth in the month was
supported by a larger number of people waiting to start a job
in May, and that the number of people leaving employment
(quits and involuntary separations) remained unusually low
this month.

We had noted that revisions to the April and May data would
show underemployment had risen (see Macro Monday). That
trend continued in June. The underemployment rate rose 2
tenths to 6.5%, up 0.5ppts over the past 3 months and the
highest since mid 2024.

By state, the Victorian unemployment rate has continued to
trend higher and now sits at 5.0%. All other states except
Tasmania are clustered nearer between 4.1 and 4.3%.

Author: Taylor Nugent, Senior Economist
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Charts
Chart 1: Employment and unemployment Chart 4: Participation and employment rates rose
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Chart 2: The unemployment rate remained at 4.4% Chart 5: RBA unemployment forecasts
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Chart 3: Underemployment has risen
Chart 6: Trend unemployment by state
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Important Notice

This document has been prepared by National Australia Bank
Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any advice
contained in this document has been prepared without taking
into account your objectives, financial situation or needs.

Before acting on any advice in this document, NAB recommends
that you consider whether the advice is appropriate for your
circumstances. NAB recommends that you obtain and consider
the relevant Product Disclosure Statement or other disclosure
document, before making any decision about a product including
whether to acquire or to continue to hold it.

Please click here to view our disclaimer and terms of use.

national
australia
bank

Page|3


mailto:sally.auld@nab.com.au
mailto:sally.auld@nab.com.au
mailto:sally.auld@nab.com.au
mailto:teisha.bonner@nab.com.au
mailto:barbara.leong@nab.com.au
mailto:gareth.spence@nab.com.au
mailto:taylor.nugent@nab.com.au
mailto:jessie.cameron@nab.com.au
mailto:michael.hayes@nab.com.au
mailto:antony.kelly@nab.com.au
mailto:gavin.friend@eu.nabgroup.com
mailto:josh.copeland@nab.com.au
mailto:dean.pearson@nab.com.au
mailto:robert.de.iure@nab.com.au
mailto:brien.mcdonald@nab.com.au
mailto:thao.nguyen5@nab.com.au
mailto:skye.masters@nab.com.au
mailto:jacob.jones@nab.com.au
mailto:peter.fullerton@nab.com.au
mailto:ray.attrill@nab.com.au
mailto:rodrigo.h.catril@nab.com.au
mailto:kenneth.crompton@nab.com.au
mailto:gregorius.steven@nab.com.au
mailto:vince.carse@nab.com.au
https://www.nab.com.au/content/dam/nabrwd/documents/notice/corporate/nab-research-disclaimer.pdf

