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Editor’s Note 
 
This is our first CONUS Quarterly of 2016 as we missed the March edition due to the local gov-
ernment elections. Thanks to all those who expressed support for Pete’s tilt at Mayor but, as 
you probably know, he was unsuccessful in winning. 
 
This quarter we take another look at how the economy in our own Far North is tracking togeth-
er with some discussion about the growth story in Queensland generally. 
 
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 
CONUS Quarterly please let me know either by email or via the comments section of the blog. 
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The GDP data for the first quarter of 2016 came in well 

above market expectations and sees GDP growth at, or 

close to, long-term trend levels. Q1 GDP was up 1.1% q/

q (seasonally adjusted) for an annual increase of 3.1%. 

The markets had been expecting something closer to 

+0.8% / +2.9%. 

The stronger numbers were due almost entirely to a surge in 

exports (which added 1.0 ppts to growth). Household con-

sumption (+0.4 ppts) , imports (+0.2 ppts) and Government 

consumption (+0.2 ppts) were the other areas of growth 

while Private sector investment deducted from growth (-0.5 

ppts). 

If we strip out the international sector then we see Domestic 

Final Demand up just 0.1% q/q and it is therefore little sur-

prise to see no great strength in the state Final Demand 

numbers. Only NSW (+1.0% q/q) and ACT (+1.3% q/

q)  showed any significant growth while WA fell 1.2% q/q 

with Queensland flat for the quarter (and down 1.8% annual-

decided to get in early and use the only real weapon they 

have at their disposal; they cut rates in May. 

At the time there were many (myself included) who argued 

that a cut in May, apparently driven by one quarter of sub-

range core inflation, was not required and that perhaps the 

wiser path would be to maintain an easing bias while waiting 

for confirming data in the Q2 CPI (and Q1 GDP) data.  

Today’s strong GDP data would appear to vindicate that call 

for caution and makes the Banks’ early move look some-

what precipitative. Of course the dice have now been cast 

and there is no way that May’s cut will be reversed anytime 

soon, so the economy must now live with the lower rates 

and hope that, with growth at trend and unemployment fall-

ing, we do not see any sign of inflationary pressures being 

stored up. 

At least some of the concerns about asset inflation (i.e. Syd-

ney and Melbourne house prices) has been allayed by some 

supervisory changes made by APRA to tighten up on mort-

gage lending. Indeed this was one of the reasons the RBA 

cited when announcing the cut in May.. 

“(Board members) took careful note of developments in the 

housing market, which indicated that supervisory measures 

were strengthening lending standards and that the potential 

risks of lowering interest rates therefore were less than they 

had been a year earlier.“ 

The second quarter GDP data is likely to be somewhat im-

pacted by the extended federal election campaign and the 

effects that is likely to have on business decision making, 

consumer spending patterns and government expenditures. 

However, we need to see GDP growth of only around 0.5% 

q/q in the second quarter to translate into annual growth of 

about 3.2%, and confirmation of economic growth at long-

term trend levels. 

Such an outcome would make it hard to justify a Cash Rate 

at such a low level, or at least any further cuts to come. 

At this stage we have very little data relating to the second 

quarter to go on but what we have seen confirms a contin-

ued strength in the labour market with the Trend unemploy-

ment rate falling further in April. Although we should also 

note that employment growth has slowed somewhat over 

recent months. The RBA are expecting “ the unemployment 

rate ... to remain around current levels for a time before de-

clining gradually as GDP growth picked up”. 

The potential fly in the ointment in all this could well be the 

Aussie $. The Bank will be pleased to have seen the A$ 

remain fairly weak after their May cut and will certainly be 

hoping that continues, to allow for the rebalancing in the 

economy that is required. As the RBA Board noted ..”The 

exchange rate depreciation since early 2013 was assisting 

with growth and the economic adjustment process, although 

an appreciating exchange rate could complicate 

this.” (my emphasis) 

1st Quarter Australian GDP 

ly). This is QLD’s best result over the past 7 quarters, alt-

hough we are clearly still in an extended period of weak-

ness.  

(You can read more details of the Queensland data in our 

FNQ Economy Roundup later in this issue) 

So with economic growth moving back to levels which look 

much more like trend, unemployment at two-and-a-half year 

lows and building approvals at near record highs why did we 

see the RBA cut the Cash Rate last month to a new record 

low of just 1.75%? That’s the question many economists are 

now asking...and with good reason. 

Clearly the RBA are not as sanguine about the nation’s eco-

nomic prospects as some of these indicators might suggest.  

The Bank are tasked with maintaining inflation at between 

2% and 3% over the medium term. What we have seen over 

the past couple of years has been a steady decline in infla-

tion (as measured by the Bank’s preferred “core” measure) 

from the upper half of that range to now sit well below it. 

Core inflation for the first quarter now sits at just 1.55%.  

Faced with inflation sliding well below their target the Bank 
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Since our previous Conus Quarterly we have seen the 

release of the Queensland Treasury quarterly Gross 

State Product data for the 4th quarter 2015.  

Although the ABS only produce their GSP data for the 

states on an annual basis, the Queensland Treasury pro-

duces their own measure (on both a seasonally adjusted 

and trend basis) on a quarterly schedule. In the past there 

has been some discussion about which set of data we 

should take as “the truth” and the answer to that question 

has often tended to depend on the political expediency at 

the time. Back in May last year there was much discussion 

about whether the Q1 Treasury data showed QLD in a 

“technical recession” with at least two quarters of negative 

growth at the end of 2014. The data for the second quarter 

of 2015 had revised that down to one quarter of negative 

growth, third quarter data revised it back to two quarters 

and by this latest data set we now see three negative quar-

ters (Q’s 2, 3 and 4 2014). 

This most recent data also shows a significant weakening in 

GSP growth in the latter half of 2015. Third and fourth quar-

ter growth came in at just 0.5% and 0.1% respectively.  

The first chart below shows the annual GSP growth as per 

the ABS chain volume data and the annualised quarterly 

GSP data from the Queensland Treasury.  

The second chart also makes it clear that, after revisions, 

the Treasury data does now indicate a technical recession 

in the latter part of 2014 with three quarters (Q2, 3 & 4) all 

showing negative growth. 

What is clear is that the slack caused by the slowdown in 

mining investment in the State has not been sufficiently 

taken-up by other sectors. The graph below demonstrates 

the impact on the private sector of the transition from min-

ing investment and makes it clear that housing construction 

(whilst relatively healthy, particularly in SEQ...see Building 

Approvals below) has been unable to make up the shortfall. 

Employment 

Employment, or rather unemployment, has been a hot topic 

in the region over recent weeks. We have seen marked 

weakness in the regional data for a few months now and of 

particular concern has been a significant weakening in 

Townsville, and also in the youth sector in Cairns. 

The rapid rise in the unemployment rate in Townsville has 

seen a good deal of media attention. There has been much 

discussion about which number we should be looking at 

when considering unemployment in the regions. 

For the most recent April data the "original", unadjusted 

data from the ABS had the unemployment rate in Towns-

ville at 13.9%. Our own Conus Trend came in at 10.5%. 

The 12 month moving average (simply the last 12 months 

of original data added together and divided by 12) 

was 8.9%. So which one's right? 

The Queensland Government, in the shape of Employment 

Minister Grace Grace, came out and said that "The most 

accurate measure of Townsville’s unemployment rate is the 

12 month rolling average, and this is currently 8.9 per 

cent." 
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Unfortunately for Ms Grace this statement shows a basic 

lack of understanding of the data. It's not a question of 

which is the "most accurate". The original ABS data is not 

"accurate" in the sense that it tells us precisely what the 

unemployment rate is. It is based on a (relatively small) 

survey and is therefore simply an estimate, based on the 

data they have collected. This original data is the basis, and 

only basis, for the calculation of the 12 month moving aver-

age. We also use this original estimate data to calculate our 

Conus Trend. To suggest one is more "accurate" than the 

others doesn't make sense. Two are simply mathematical 

constructs of the other. Just to confuse matters even further 

the Dept of Employment choose to use a three month mov-

ing average and they therefore have Townsville's unemploy-

ment rate at 11.7%. 

The more useful question we should be asking is "which 

measure is more likely to provide us with meaningful infor-

mation?" To answer that question we can simply turn to the 

experts; the ABS themselves who say "Trend estimates are 

usually preferred to compare data at different points in time 

as potentially misleading seasonal patterns, residual noise 

and irregular influences have been removed." Indeed they 

go so far as to tag their own original data with a "Do Not 

Use" label for making comparisons. We would agree and 

suggest that if we want to get a meaningful picture of what 

is happening with this data set we need to consider a Trend 

series. 

Unfortunately when it comes to regional data the ABS simp-

ly do not have the resources to provide Trend estimates for 

all data sets. Using a highly sophisticated statistical model 

we have created the Conus Trend series for all the Queens-

land Regions. We would argue that this, rather than  the 

original or moving average series, are what we should be 

looking at. Note that the ABS don't rely on a simple moving 

average of original data for any of their own series but ra-

ther construct seasonally adjusted and Trend series; and for 

good reason. A simple moving average tells us next to noth-

ing about what trends are underlying the data and gives 

equal weighting to both data from a year ago and a month 

ago. 

The other major concern at the regional level is the very 

high level of youth (15-24 yrs) unemployment  in Cairns. 

This has been moving higher over recent months and in 

April the Conus Trend rate hit the heady heights of 32%.  

When we consider the age breakdown in Cairns we see 

the older (45+) cohort with Trend unemployment at just 

4.4%, and those in the “middle” (25-44 yrs) at 6.2%. Clearly 

the weakness in the youth sector is the reason for Trend 

unemployment in Cairns sitting at 9.3% 

Building Approvals 

Unfortunately when it comes to regional building approvals 

data we are faced with the same issue we have for the 

labour force; the ABS only produce original, unadjusted 

data. Over the past few months we have therefore created 

the Conus Trend data series for building approvals for all 

the Queensland regions.  

When we consider this data one things becomes very 

clear; what strength there is in the residential building sec-

tor is all coming from the Greater Brisbane area. Approvals 

in the regions are virtually flat-lining. 

The most recent April data at national and state level gives 

us a good idea as to why that is the case; the growth is all 

coming from the unit sector rather than traditional houses. 

Clearly unit developments outside of the SE corner are 

much less dominant a feature. 

At a local government area level we see the emergent rally 

that we had been looking for in Cairns running out of steam 

with Trend approvals now down over 10% on the year. 

The Cassowary Coast appears stuck in a bit of a rut with 

Trend approvals between 6 and 9 for the past two years. 

Townsville, on the other hand, has seen a dramatic col-

lapse in residential building approvals with the Trend hav-
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ing fallen from rates at about 150 just 18 months ago to a 

little over 60 now. The bad news for Townsville just keeps 

on coming. 

Tourism 

A bright spot for the region has undoubtedly been the tour-

ism sector. Growth in both international and domestic visi-

tors has been strong and the Tropical North Queensland 

region has started to recoup some of the losses seen over 

the past decade. 

The continued weakness of the Aussie $ has seen resur-

gent numbers of international visitors and, perhaps more 

importantly, a return to strong growth in the domestic sector 

too. 

The International Visitor Survey for the first quarter of 2016 

saw international visitor numbers to Australia up almost 9% 

for the year, up over 10% for Queensland and more than 

11% for TNQ. The Domestic Visitor Survey will be released 

next week and we can expect to see good growth here also. 

An ongoing story has been the strength of the Chinese mar-

ket which has become so vital for the TNQ region. Chinese 

visitors now make up over 24% of all international visitors to 

the Far North. 

But there has also been solid growth in some of the more 

traditional markets. Visitors from the US were up almost 

23% on the year while those from Japan increased almost 

10%.  

Perhaps the only disappointing thing for the region is the 

lack of any real average expenditure growth. Although aver-

age expenditure has risen by 7.5% on a national level, in 

the Far North we have seen an increase of just 1.7% (just 

about keeping tracks with inflation over the period). 

Having seen our share of the international market fall from 

highs around 18% in 2001 to just 11% by the end of 2011 

we have more recently seen a slow but steady rise. 

By the first quarter of 2016 TNQ’s share of the international 

market had hit a 10-quarters high of 11.7%. There were 

830,000 international visitors to the region in the first quar-

ter of 2016; had that market share returned to the heady 

days of 18% that figure would have been 1.27 million (a 

53% increase). 

Anecdotal evidence from our own area of Mission Beach 

suggests that this has been one of the best years in a dec-

ade and further improvements are anticipated for the com-

ing season.  

There are inevitable concerns within the tourism sector in 

the region about the negative impact from stories of coral 

bleaching and death on the GBR, but most of this impact 

has been restricted to the reefs north of Port Douglas with 

only minimal damage seen so far on the tourism-dominated 

reefs further south. 
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