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Editor’s Note 
 
 
This quarter we take another look at how the economy in our own Far North is track-
ing together 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 lat-
est news as it relates to the FNQ economy. Comments on the blog are often the cat-
alyst 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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Today saw the release of the GDP data for the second 

quarter. Markets had been expecting a figure around 

+0.4/+0.6% and the result came in at +0.5% q/q for an 

annual increase over the financial year 2015-16 of 

+2.9%. Being broadly in line with expectations the forex 

market response was muted with barely any movement 

in the A$ after the release. 

Items to note included the GDP Implied Price Deflator (IPD) 

which saw its largest increase (+0.8% q/q) since Q3 2011 

and might suggest that the price effects of a weaker A$ are 

starting to be felt. Certainly domestic price pressures are not 

a problem with the Gross National Expenditure IPD remain-

ing subdued at just +1.3% for the year.  

Household Consumption (the main component of GDP) was 

up just 0.4% q/q and contributed just 0.2 ppts to growth 

which was the weakest contribution for 3 years. The House-

hold Savings ratio remained stable at 8% so this weaker 

consumption data would suggest a lack of confidence from 

the household sector as real wages growth remains very 

available for us in November. 

In the meantime we can use what information we have to 

determine where we think the Queensland economy might 

finish the 2015-16 year; and in doing so we are seeing some 

good news. 

State Final Demand rose 0.7% q/q which is the best perfor-

mance in 3 years. Interestingly, given the talk about the 

slowdown in Private Investment, this sector was up 0.9% for 

the quarter with investment in machinery and equipment 

(which accounts for 23% of Private Fixed Capital) jumping 

10.4% q/q. Public sector Fixed Capital also grew strongly up 

6.8% q/q which helped the Public sector grow 1.9% q/q. The 

net result from this renewed strength is that State Final De-

mand was down just 1.2% for the year 2015-16; this is the 

best result since the end of 2014 although it still falls a little 

short of the 2016-17 Budget forecast of a 1.0% decline. 

On the basis of these figures Private Investment for the 

2015-16 year has fallen 13.2% rather than the 11% decline 

the State Budget had penciled in. This 2.2% undershoot 

would remove approximately 0.4% from Gross State Prod-

uct (GSP) growth. However, this is a much better result than 

we had been expecting based on previous data; we had 

been looking at a 1% shortfall in GSP caused by Private 

Investment weakness. That now looks overly pessimistic 

and it may well be that better-than-forecast Net Exports 

could make up that shortfall and actually help the economy 

reach the 3.5% growth target. Exports data for the March 

quarter does indeed suggest better-than-forecast growth 

which could add up to 0.5% to the GSP growth total.  

2nd Quarter Australian GDP 

slow and lack of optimism about the future encourages peo-

ple to keep a tight rein on spending. 

Public Fixed Capital Formation added 0.7 ppts to 

GDP growth which is the strongest contribution from that 

source since Q3 2013; although it appears this may be due 

to some volatile defence expenditure. 

Taken together this is, yet again, a very healthy set of Na-

tional Accounts and takes the run of positive GDP numbers 

to 21 consecutive quarters. There hasn’t been a recession 

(defined as two consecutive quarters of negative GDP 

growth) since June 1991; an amazing run of 25 years! 

As we know, the story in Queensland has been somewhat 

different. On a quarterly basis the ABS only produce State 

Final Demand data for the states (which does not account 

for net exports) and as such tends to understate the picture 

for an exporting state like Queensland. Queensland Treas-

ury do produce quarterly Gross State Product data (which 

includes net exports) but the data for the June quarter will 

no be available from them until December. 

The ABS provide Gross State Product data for the states on 

an annual basis for the financial year and this should be 
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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 1st quarter 2016.  

Although the ABS only produce their GSP data for the 

states on an annual basis, the Queensland Treasury pro-

duce their own measure (on both a seasonally adjusted and 

trend basis) on a quarterly schedule.  

What we see for this quarter is GSP up 0.5% q/q after some 

upward revisions to previous quarters (Q3 2015 revised up 

to +0.8% from +0.5% and Q4 2015 revised up to +0.6% 

from +0.1%). Taken together we see the annual increase up 

to +2.6% (from a revised +1.9% in Q4) which is the best 

result for 6 quarters. 

The approximate breakdown of Queensland's' GSP shows 

us that Consumption (both household and Govt.) account 

for some 75%, Private Investment approximately 20%, Pub-

lic Investment around 5% with Net Exports (both internation-

ally and interstate) around zero. 

For this most recent quarter Consumption increased 

0.6% with households up 0.5% and Govt. up by 

0.8%. Private Investment fell 3.4% with investment in busi-

ness falling 8.4%; Dwellings investment rose 4.1% but was 

not enough to offset the decline from business. Public In-

vestment was up by 4%. Taken together this means 

that Gross State Expenditure was virtually unchanged for 

the quarter (+0.03%). 

The Net Export position moved from a total deficit of $354m 

to a small surplus of $42m with the international Net Exports 

surplus (rising 19.9% to a new record high) being offset to 

some extent by the interstate Net Exports deficit increas-

ing by 11.9%. This is the first Net Exports surplus in 

Queensland since Q2 2003. 

Employment 

The issue of unemployment, not surprisingly, remains high 

on the agenda for both business leaders and policy mak-

ers. Of particular interest has been the seeming disconnect 

we are witnessing between the story in Brisbane (and SE 

Queensland) and the regions outside the SE corner. 

The ABS only produce regional data in an unadjusted origi-

nal format which is too volatile to use for any meaningful 

analysis. We have therefore created the Conus Trend se-

ries for all the SA4 regions in Queensland. Looking at that 

data up to July (latest available) we see that the Trend un-

employment rate in Greater Brisbane sits at 5.6% while in 

the Rest of Queensland the rate is 7.0%. As the chart 

above makes clear, the difference between the two has 

been widening in recent months. 

In our own region we see the Trend unemployment rate in 

Cairns sitting at 9.6% while in Townsville it’s as high as 

11%. Clearly there is a significant two-speed effect going 

on in the labour market across the state. 

When we dig deeper we see that the differences can be 

seen clearly in the make-up of employment, not just in the 

total numbers. In Greater Brisbane over the past 12 

months Trend full-time employment has increased by al-

most 17,000 while in the regions it has fallen by more than 

25,000. Increases in part-time employment in the regions 

(+14,000) have gone nowhere near making up for the de-

cline in full-time positions. 

There has been much commentary on the subject of youth 

unemployment levels in Cairns. In July the Conus Trend 

youth unemployment rate sat at 31.3% and has been 

above 30% for six consecutive months. With middle-aged 

unemployment (6.5%) and older unemployment (4.6%) at 

more “normal” levels it is clear that it is the youth data that 

is dragging the entire region towards the bottom of the pile.  

No doubt youth unemployment in Cairns is a serious issue 

but we have had doubts for some time about the validity of 

the original ABS data for this particular cohort. A few years 
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ago the ABS made some significant changes to the method-

ology by which regional data was formulated. As those 

changes were coming into effect (early 2013) we suddenly 

saw the apparent youth unemployment rate in Cairns make 

a sharp, and so-far uncorrected, move up (see graph be-

low). We have raised our concerns about this with the ABS 

but so far, despite plenty of very helpful discussion with the 

agency, without any solution or explanation for what looks 

like too much of a coincidence. 

Building Approvals 

Like regional labour force data, our regional building ap-

provals data from the ABS is in an unadjusted original for-

mat. So we have again created a Conus Trend data series 

for all of the SA4 regions in Queensland as well as our own 

regional Local Government Areas of Townsville City Coun-

cil, Cassowary Coast Regional Council, Cairns Regional 

Council (including Douglas Shire) and Tablelands Regional 

Council (including Mareeba Shire) 

Looking at the SA4 data first we see Cairns at a Trend of 

95, which is a slight drop from June but that month was 

itself revised higher to 100 (from 93). The annual decline 

over the year now sits at 3.3%. When we look at the LGAs 

within the Cairns SA4 we see Cairns Regional Council at 

68 (down from 69 in June, but that was revised up from 60) 

for an annual increase of 11%; Cassowary Coast Regional 

Council static at 8 and down 3% yr/ry while the Tablelands 

Regional Council also fell to 16 (after June was revised 

down to 18) for a 25% decline yr/yr. 

Townsville SA4 now sits at 71 (after June was revised from 

71 to 72) which is a 37% decline on the year. Townsville 

City Council figures show a Trend of 67 (after June was 

revised from 67 to 69) which is down 28% for the year. 

When we look at the split between Greater Brisbane and 

the Rest of Queensland we see Greater Brisbane having 

fallen 14% on the year (to 2,302) while the Rest of Queens-

land is up 15% (to 1,701). The reason for the strength in 

the Rest of Queensland comes squarely from strong 

growth in the Gold Coast (+21% yr/yr) and the Sunshine 

Coast (+9%); these two regions alone account for two 

thirds of all approvals outside of Greater Brisbane. 

Given that much of the strength in the state’s building ap-

provals data has come from units (i.e. not houses) it is not 

surprising that we see the Gold and Sunshine Coasts lead-

ing the way outside of Greater Brisbane; clearly these two 

regions are far more active with regards to units than most 

others. 

Our previous comments regarding the Gross State Product 

data made mention of the strength in Dwellings investment 

and it is clear that continued strength from the construction 

sector will be critical to maintaining economic growth In the 

state as the economy continues to transition following the 

fall in mining investment. With approvals starting to decline 

in Greater Brisbane (and as talk of a units glut in the capital 

points towards continued declines in approvals) we must 

hope that the Rest of Queensland can maintain sustained 

growth. To do so it will be imperative to see strength ex-

tending beyond the Gold and Sunshine Coasts. 

Tourism 

Tourism continues to be a bright star in the economic fir-

mament of Queensland.  

International visitors to the state were up 11.3% for the 

year to June 2016; better than the national average of 

10.3%. Even better, the growth into the Tropical North 

Queensland region was higher still at 13.3%. When com-

bined with booming domestic tourism numbers we are see-

ing the industry having its best spell for many years. 

Domestic tourism is by far and away the more important for 

the region bringing in 2.2 million visitors compared to 
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860,000 from overseas (domestic data is up to March 2016; 

the June 2016 data is due for release next week). Domestic 

tourists spend some $2.4 billion in the region while the inter-

national visitors spend just over $1 billion.  

Even more dramatic is the rate of growth in the domestic 

sector. Visitor numbers are up 33.5% for the year with ex-

penditure up a thumping 35.5%. Domestic visitor numbers 

to the region are now at record highs and TNQ now ac-

counts for 2.5% of all domestic visitors in Australia; this is a 

new record high for the region having been as low as 2% 

just 4 years ago.  

International growth has been solid (visitors up 13.3% with 

expenditure increasing 8.6%) but clearly the boom is com-

ing largely from the domestic market. 

Within the international market Chinese visitors continue to 

grow very strongly. Chinese visitor numbers grew by over 

33% for the year to June. But the growth hasn’t been limited 

to China. We've also seen solid growth from the more 

“traditional” markets of the US (up 18.1%) and Japan (up 

17.6%). Clearly this growth from Japan is very welcome but, 

as the chart below makes clear, numbers remain well below 

those we saw in the heydays of 2004 and 2005.  

Indeed it’s worth noting that despite the exponential growth 

in visitations from China they are yet to reach the heights 

we saw from Japan over a decade ago. 

A decade ago another significant market for the region was 

the UK. Unfortunately we have seen very little recovery 

from that market since the gradual declines seen from the 

GFC through to 2012. 

Total international visitor numbers to Tropical North 

Queensland are just now returning to the levels we saw a 

decade ago. 

While the domestic sector has reached new highs in terms 

of visitor numbers and share of the market, the internation-

al sector is only slowly making up lost ground when we 

consider its share of the total international visitor market in 

Australia. 

A decade ago over 17% of all international visitors were 

coming to TNQ; today that rate is below 12% (although it 

has recovered from lows close to 11%). To put that loss of 

market share into some context; had TNQ maintained a 

17% share of the total Australian international market our 

international visitor numbers for the year to June 2016 

would have been over 1.2 million instead of the actual 

860,000. These are enormous differences and give us 

some idea of how much more can be done to improve the 

region’s performance in the international market. 

If the domestic market gains continue, and we can be more 

successful tapping into the growth in the international sec-

tor (in particular into some of the non-Chinese markets) 

then the future for the industry in the region looks rosy in-

deed. 
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