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Editor’s Note 
 
This quarter we take a look at how the economy in our own Far North is 
tracking. 
 
Our Economics Blog is freely available and will keep you up-to-date with 
all the latest news as it relates to the FNQ economy. Comments on the 
blog are often the catalyst to further analysis and discussion, so if there 
are subjects that you would like to see covered in more depth in The CO-
NUS Quarterly please let me know either by email or via the comments 
section of the blog. 
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After the surprisingly strong first quarter GDP data, to-

day sees the release of some disappointing data for the 

second quarter. Real GDP was up by just 0.2% for the 

quarter and 2.0% annually (against expectations of 

+0.4% and +2.2%). 

For the fiscal year 2014-15 Real GDP was up 2.4% while 

nominal GDP (not accounting for the impact of inflation) rose 

by just 1.8% which is the slowest pace of growth in nominal 

GDP since 1961-62. 

As we noted yesterday upon the release of the Balance of 

Payments data, Net Exports were the main drag on growth, 

deducting 0.6ppts from GDP. Household consumption (the 

major component of GDP) added just 0.3ppts which was the 

same as in the last quarter and at a similar level to where it 

has sat for the past 2 years. The biggest positive for growth 

was Government consumption which added 0.4ppts (the 

highest contribution from this sector in almost 7 years). 

away to a 0.2% decline and the second quarter sees a fur-

ther 0.8% drop. Over the course of the year Queensland 

State Final Demand is down 3.3%; its fastest rate of decline 

since Q3 2009. State Final Demand has now fallen for the 

past four consecutive quarters. 

State Final Demand does not account for the impact of net 

exports from the state (both to other states as well as inter-

nationally), so tends to understate economic growth for a 

resource exporting state such as Queensland. Nevertheless, 

the Gross State Product data (produced only annually by the 

ABS but estimated quarterly by the QLD Treasury) showed 

declines in the last two quarters of last year and in the first 

quarter of this year was up by just 0.03%. Today’s data 

would suggest that the second quarter GSP figures are un-

likely to be pretty.  

Private sector investment has been the main culprit when it 

comes to the Queensland slowdown and this most recent 

data does nothing to change that. Private Investment fell by 

5.7% for the quarter and by 19.5% from a year ago. House-

hold consumption was up by 0.6% for the quarter and by 

2.8% from the same time a year ago. 

There is little sign of any meaningful improvement for 

Queensland and there is unlikely to be until such time as we 

see other sectors taking up the investment slack left over by 

the slowdown from the mining sector. 

2nd Quarter Australian GDP 

With Trend Real Net Disposable Income having fallen by 

0.7% over the past four quarters (while Trend Real GDP has 

risen by 2.2% over that period) it is not surprising to see 

consumers reducing their level of savings to continue con-

sumption. Although the household savings rate increases 

slightly this quarter (to 8.8% from 8.3%) the chart below 

makes clear the decline we’ve seen in this measure over the 

past few years.  

The very small (+0.1%) increase in Queensland State Final 

Demand reported for the first quarter has now been revised 
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Since our last Quarterly in June the Queensland Gov-

ernment have released their first Budget, so let’s take a 

look at what the Treasury is now forecasting for the 

state before we take a look at ho we’ve been travelling. 

The table below, taken from the 2015-16 Budget papers 

shows that Treasury are forecasting growth in Queensland 

to recover in 2015-16 and 2016-17 to a healthy 4.5% from 

the rather paltry 2% estimate for the 2014-15 year as the 

LNG exports come online.  

The Treasury notes the significant impact that the decline in 

business investment has had on growth over the past cou-

ple of years but says “The Queensland economy is now well 

into a transition period, as the investment phase of the large 

LNG projects nears completion and production and exports 

of LNG are underway.” 

Much was written at the time about the new Government’s 

plan for the reduction of General Government debt by shift-

ing some debt to Government Owned Corporations. As we 

noted on our blog at the time.. 

“Of course all it actually does is shift the debt burden from 

one part of the State Government to another. Any “saving” 

in interest payments for General Government will be offset 

by the reduction in dividend from the GOCs to the General 

Government account (dividends that were supposed to be 

used to reduce the deficit, and already looking in serious 

doubt before this announcement). The Treasurer’s argu-

ment that corporations such as these had “lazy balance 

sheets” and should therefore be more heavily geared only 

makes sense if the additional debt had been taken on to 

enhance future income generation and improved efficiency; 

this debt does no such thing as it was incurred, not in the 

interests of improvements to the GOCs, but in response to 

current deficits in previous General Government budgets.” 

Other measures in the Budget to reduce debt (such as a 

holiday on payments into the closed defined-benefit super 

fund, which appears to be over-funded at present, and 

changes to the accounting treatment of long-service leave 

entitlements) would seem to be reasonable although neither 

really achieves anything in the long term and could be ar-

gues as simply reversing (overly) prudent stances already in 

place. 

What the Budget table above also makes clear is that alt-

hough inflation is not forecast to be any kind of an issue for 

many years, there is also only limited employment growth 

forecast with the unemployment rate staying above 6% for 

an extended period. The labour market is Queensland 

looks set to remain weak for some time, so let’s take a look 

at the picture in the Far North. 

Employment 

As far as employment in the region is concerned the slow 

improvement in the unemployment rate that we noted back 

in June appears to have stalled. The ABS only produce 

unadjusted data for the SA4 areas so we must instead fo-

cus on the Conus Trend. The Cairns SA4 area (which in-

cludes the Cassowary Coast and the Tablelands as well as 

Cairns) had a Trend unemployment rate of 8.4% in July 

which is well above the Trend rate for the state (6.3%) and 

the fourth highest rate of any of the Queensland SA4 re-

gions (only Wide Bay 9.1%, Logan-Beaudesert 8.7% and 

Fitzroy 8.6% are higher). 

However, the unemployment rate can never tell us the 

whole story with regard to the labour market. Part of the 

reason for the uptick in the unemployment rate has been a 

steady improvement in the Participation Rate in Cairns. In 

July the Trend PR stood at 61.4 which is up from 59.4 at 

the start of the year. As a greater percentage of the availa-

ble working age population join the work force there is a 

tendency for the unemployment rate to move up more (or 

move down less) than would otherwise be the case. Since 

the start of this year Cairns has seen a Trend increase of 

4,400 in work despite the apparently worsening picture 

painted by the unemployment rate. 
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One way of stripping out this “PR effect” is by considering 

the proportion of the working age population who are in 

work. The graph above shows us that data for both Cairns 

and Townsville. What we see is that the situation for both 

areas is weak. Townsville in particular has seen a signifi-

cant worsening of their labour market in the past two years 

with both regions now well below the average for areas out-

side of Brisbane. The position in Cairns gives some signs of 

having bottomed-out although any recovery is illusive at the 

moment. 

Data for Local Government areas is provided by the Dept. 

of Employment on a quarterly basis, but we are still waiting 

for them to release of the June quarter data due any day 

now. The latest Dept. of Employment data for the first quar-

ter gives the unemployment rates in the Local Government 

Areas as Cairns, 6.9%, Cassowary Coast 7.0% and Towns-

ville 8.1%. 

Building Approvals 

Residential building approvals are often cited as a good 

indicator of economic strength. The chart below tracks the 

Trend series for both Australia and Queensland. The Trend 

data irons out much of the volatility which can be caused in 

this data due to the monthly distortions caused by unit ap-

provals, which can be very “lumpy”. 

As we can see, the trend in recent months has been a grad-

ual decline with approvals at both State and National level 

showing falls for the past five consecutive months. 

Unfortunately, as is the case with regional employment da-

ta, the ABS only produce the building approvals data for the 

Local Government Areas as an unadjusted series. This can 

be highly volatile, as one might imagine, so we have devel-

oped the Conus Trend series for building approvals in 

Cairns (which also includes the new Douglas Shire), the 

Cassowary Coast and Townsville Local Government Areas. 

The regional building approvals data for July is not released 

until next week. 

When considering the regional picture we can see that (to 

June) building approvals in Cairns (which in this case also 

includes the Douglas Shire to allow for comparisons with 

pre-deamalgamation)  have been on a fairly steady upward 

trajectory for almost 4 years. Trend approvals are up over 

105% since Sept 2011 despite some recent declines. 

The Cassowary Coast has also seen good increases over 

the past few years (albeit from a very low base) with the 

Trend showing a 42.6% increase  since June 2013. 

Unfortunately things have not been so positive in Towns-

ville. Here the Trend shows a 20.6% decline in the past 12 

months. 

 

Tourism 

Data for the tourism industry has been significantly delayed 

for some time now due to problems with a change to the 

cards used for processing arrivals and departures at air-

ports. However, the ABS has finally caught up and we now 

have the data up to the end of the second quarter of 2015. 

Over the 12 months to June 2015 international arrivals 

were up 6.6% (according to the data from Tourism Re-

search Australia). As the chart above makes clear, both 

international and domestic tourism are seeing a period of 

sustained growth and both are now at record levels. 

The weaker A$ has not only made Australia more attractive 

to international visitors, but it has also slowed the growth in 

international travel by Aussies. More of us are now opting 

to holiday a home and the effect is that domestic visitor 

numbers were up 6.1% for the year to March 2015 (latest 
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domestic data). 

The growth in the Chinese market has been a major contrib-

utor to the growth in international visitors for some time. 

Indeed in the past 3 years the number of Chinese visitors to 

Australia has grown by about 60% to currently sit just below 

900,000 for the year to June 2015.  

In TNQ Chinese growth has been a major factor and we are 

seeing that pace of growth pick up again after a slowdown 

recently. Over the past three years Chinese visitors to TNQ 

have grown by 80%; in the past year alone we have seen 

16% growth.  

The chart above highlights that, despite the emergence of 

China as a very important market for the region, the num-

bers coming are still nowhere near the levels of Japanese 

seen in the early part of the 2000s. Indeed they have only 

recently overtaken the levels of Brits that we saw in 2004. 

From low bases we are seeing numbers from the US, UK 

and Europe staring to show solid gains. Over the past three 

years numbers from the UK are up over 20% while the US 

has seen growth in excess of 24%. 

The improvement in total numbers coming to TNQ is very 

welcomed and has seen our visitors increase by almost 

10% this year, but we remain well below the level of visitors 

seen a decade ago. For the year to June 2005 the region 

welcomed 822,000 international visitors; by June 2015 that 

had fallen to just 759,000 (a decline of 7.7%).  

During that decade the total number of international visitors 

to Australia has risen by 32%; clearly the Tropical North has 

suffered a huge decline in our share of the international 

market. This decline in TNQ has impacted on the results for 

Queensland as a whole where we see international visitor 

numbers up by just 5.1% over the decade 

Unfortunately when we consider the domestic market the 

picture for TNQ doesn’t look any better. While the number 

of domestic tourists nationally for the year to Mar 2015 rose 

by 6.1% in TNQ the equivalent increase was just 0.2%. 

Queensland as a whole saw an increase of 5.1%. So in the 

domestic market, as in the international, TNQ is losing mar-

ket share despite reasonable increases in the actual num-

ber visiting. 

The emergence of the Chinese market in the past few 

years has arrested the decline in TNQ’s share of the inter-

national market and actually reversed some of the fall. But, 

as the chart below demonstrates, there only scant sign of a 

meaningful recovery. Continued Chinese growth should 

help to recover this position further. 

Tourism remains a significant component of the regional 

economy. Each year TRA release the State Tourism Satel-

lite Accounts which detail the economic value of tourism for 

the state. For the 2013-14 year they have also just pro-

duced (for the first time) this data broken down to a region-

al level. 

This shows the tourism industry had a direct value of some 

$2.5bn to the TNQ economy (with another $2.2bn added 

when we consider indirect impacts). The data estimates 

that almost 70% of that impact derives from domestic tour-

ism and that the total accounts for about 9% of regional 

gross product (this is second only to the Whitsundays 

where tourism accounts for 13%). Additionally the industry 

was responsible for 14,600 jobs (and another 9,000 indi-

rectly). Clearly continued improvements in the tourism mar-

ket will have highly positive impacts for the region. 
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