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The CONUS Quarterly Dec 2016 

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 third 

quarter. After some weak data from net exports the mar-

kets had been expecting a figure around a 0.1/0.2% de-

cline. The result came in worse than expected at -0.5% 

q/q for an annual increase over the year of +2.5% or a 

year on year increase of just 1.8%.  

Whilst the result came in weaker than expected we should 

note that the second quarter (which had been rather higher 

than expected) was actually revised slightly higher (+0.6% q/

q after an initial plot of +0.5% q/q).  

Aside from net exports, which deducted 0.3ppts from 

growth, the other big negative was Public Capital Formation 

which deducted another 0.5ppts (last quarter, in the run up 

to the Federal election, this sector added 0.7ppts to the 

stronger growth so this quarter is something of a payback 

from last quarter) 

Household Consumption (the main component of GDP) was 

up just 0.4% q/q and contributed just 0.3 ppts to growth (a 

small improvement on the 0.2ppts result from last quarter) . 

This is the first quarter of negative GDP since the first quar-

ter of 2011. The country has still not seen a recession (2 

consecutive quarters of negative growth) in over 25 years 

and there is no sign that we will see another negative next 

quarter given data (such as retail sales and terms of trade) 

already seen for Oct. 

The weaker GDP plot certainly reopens the possibility of a 

further cut from the RBA in coming months although our 

feeling remains that is not needed. 

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 Sept quarter will 

3rd Quarter Australian GDP 

not be available from them until later this month. 

The ABS provide Gross State Product data for the states on 

an annual basis for the financial year and this showed 

Queensland growing at just 2.0% in 2015-16.(see our FNQ 

Economic Roundup later for more details)  

In the third quarter State Final Demand rose 0.1% q/q after 

the strong +0.7% q/q from the previous quarter. As a result 

Queensland State Final Demand was up 1.2% y/y (up from 

0.6% y/y last quarter) which is the best result for the state 

since the final quarter 2013. This is now two consecutive 

quarters of positive y/y growth breaking a string of seven 

negative quarters; and it’s the fourth consecutive quarter of 

positive q/q growth. 

When we consider the components of State Final Demand 

we see that both the Private and Public sectors have grown. 

Household consumption is up 2.4% for the year while pri-

vate capital formation has fallen by 3.0% (dwellings invest-

ment +10.1%, non-dwelling –15%) for a net increase of just 

0.9%y/y. 

Government expenditure increased by 3.4% while public 

capital formation fell 2.5% for a net increase for the public 

sector of 2.2%. 

What we are seeing is the Queensland economy growing, 

but that growth is largely on the back of relatively strong 

Government Expenditure. Lack of investment in the private 

sector continues to be a drag despite strong dwelling con-

struction investment. 

There can be little debate that the Queensland economy is 

starting to recover. Once we see the Treasury quarterly data 

for Gross State Product (which will include the strong ex-

ports data) we are expecting to see further evidence of the 

recovery. 
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FNQ Economy Roundup 

Since our previous Conus Quarterly we have seen the 

release of the ABS annual estimates for Gross State 

Product (GSP) 

Although the ABS only produce their GSP data for the 

states on an annual basis, the Queensland Treasury pro-

duce their own measure on a quarterly schedule. As we 

noted in our last Quarterly, the latest Treasury quarterly 

data showed GSP growth at 3.3% for 2015-16. However, 

the recent ABS data has that 2015-16 growth for Queens-

land at just 2%. So why the difference? 

Firstly let’s note that in general the two measures move 

relatively well together (see chart below), although discrep-

ancies are not unusual at an annual level.  

Obviously there are different methodologies used by both 

the QLD Treasury, who estimate each quarter, and the 

ABS who provide State data only on an annual basis. As 

the notes to the ABS data reveal, there are differences in 

the way that the national accounts are estimated and the 

way that the State estimates have to be dis-aggregated 

from the national numbers. The ABS say “In analysing the 

chain volume measures it is important to recognise the data 

limitations at the state level and to be aware that the accu-

racy of the estimates will not be as high as that of the corre-

sponding national estimates.” 

Therefore we need to be careful when making compari-

sons between the ABS and the QLD Treasury numbers. 

Nevertheless it is worth making some general comments to 

help explain what appears to be a fairly large difference in 

the 2015/16 data. 

Firstly let’s note that the ABS had QLD GSP growth in 

2013/14 and 2014/15 as stronger than the Treasury esti-

mate. Therefore their 2015/16 growth estimate is coming 

from a somewhat higher base than the Treasury number, 

and is consequently a lower growth rate. 

State Final Demand in the Treasury numbers fell 1.7% in 

2015/16 while the ABS data had only a 1.3% drop. There-

fore we must be looking at a lower measure of Net Exports 

in the ABS data than from the Treasury. And indeed that is 

what we find. In simple terms the ABS have State Final De-

mand about $7.5 bn higher than Treasury (with almost all 

the difference being seen in Household Consumption and 

Private Fixed Capital Formation) but they have Net Interna-

tional Exports $4.1 bn lower than Treasury. Overall the 

difference in GSP is that the ABS data is some $3.6 bn 

higher than Treasury, despite the slower growth rate. 

The takeaway message here is that the QLD economy is 

recovering (on both sets of numbers) and that recov-

ery is being driven by international exports as our LNG 

exports (in particular) come on line. Whether that growth 

is 3.3% or 2.0% is something for the pollies to argue over. 

Given the differences in methodology, and the inherent 

problems in disaggregating national data to a state level, 

we would suggest plumping for a number somewhere in 

the middle; let’s say +2.6%. 

Employment 

As the unemployment rates at both a national (5.6%) and 

state (6.0%) trend lower over recent months the story in the 

North has become one of a “tale of two cities”. In Cairns we 

are seeing clear signs of improvement with the Trend un-

employment rate falling and employment up; while to our 

south in Townsville the labour market seems to lurch ever 

weaker. 

As we noted in our last issue, there has been (and contin-

ues to be) a sharp disconnect between what is happening 

in Greater Brisbane and the Rest of Queensland. In Great-

er Brisbane the Trend unemployment rate in October 

(latest available data) stood at  5.3% while in the Rest of 

Queensland it is 6.7%. The Trend number in employment 

in Greater Brisbane has fallen by 0.1% in the past 12 

months while in the Rest of Queensland the decline has 

been 2.5%. The difference becomes even more dramatic 

when we consider full time jobs; in Greater Brisbane they 

are up 12,800 from a year ago , in the Rest of Queensland 

they’ve fallen by 39,400. 

Fortunately for those of us in the Far North Cairns has 

been bucking this particular trend. The Conus Trend unem-

ployment rate in Cairns has fallen to a 5 year low of 7.3% 

and over the course of the past 12 months has added 

3,700 jobs of which 1,400 were full time positions.  

After some steep falls in Trend Participation in Cairns we 

have even seen this measure improve slightly over the 

course of the year. 
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FNQ Economy Roundup cont.. 

Youth unemployment in Cairns continues to be a concern, 

but even here we are seeing some improvement. The Trend 

youth unemployment rate in Cairns has fallen to 22.4%. 

This is now only 6% above the average rate for Rest of 

Queensland whereas it was 20% higher just six months 

ago. 

Unfortunately in Townsville the story is not so rosy. Trend 

unemployment in the region now stands at 12.1% and is the 

highest in the state. A total of 9,400 Trend jobs have been 

lost in the past 12 months and 5,500 of those have been full 

time. 

The youth sector in Townsville has also weakened signifi-

cantly and Trend youth unemployment is now the third high-

est in the state at 24.6%. 

As the chart above demonstrates, these issues with youth 

unemployment are not restricted to the North. The gap be-

tween the youth unemployment rate in Greater Brisbane 

and the Rest of Queensland has widened significantly in 

recent months and should be something that the State gov-

ernment is paying close attention to. 

Building Approvals 

ABS released their monthly unadjusted regional building 

approvals data for October this morning and we have updat-

ed our own Conus Trend series. Given the declines at a 

state level it is little surprise to see Trend approvals in our 

region also falling. 

At the SA4 level we see Cairns Trend approvals fall to 

58 (after an unrevised 61 in Sept) and Townsville drop to 

73 (after Sept was revised up from 69 to 74). 

As the chart below makes clear, the declines are actually 

more dramatic in Greater Brisbane than the Rest of 

Queensland. This is to be expected given the sharpest falls 

have been in the units sector which is that much more im-

portant in Greater Brisbane than in the regions.  

When we consider the data at a Local Government level in 

our region we see the Trend weakness confirmed in most 

areas.  

Cairns Regional Council (including Douglas Shire) has 

dipped to 42 (after Sept was revised up to 43) a decline of 

42.2% from last year; the Cassowary Coast remains stable 

at 6 (although Sept was revised down from 7) down 30.3% 

y/y; the Tablelands (including Mareeba Shire) was the only 

positive with Trend up to 21 (after Sept was revised up to 

20 from 17) for a y/y increase of 4.2%.  

In Townsville City Council we saw a decline to 66 (although 

Sept was revised up from 62 to 68) which is a 12.3% drop 

from this time last year.  
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FNQ Economy Roundup cont.. 

Tourism 

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

ment of Queensland, and TNQ in particular.  

International visitors to the state were up 13.1% for the year 

to Sept 2016; better than the national average of 11.5%. 

Even better, the growth into the Tropical North Queensland 

region was higher still at 16%. This takes us to a new high 

for the region and we now sit 1.3% above the previous high 

seen in June 2006. When combined with booming domestic 

tourism numbers we are seeing 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 million visitors compared to 876,000 

from overseas (domestic data is up to June 2016; the Sept 

2016 data is due for release in a fortnight). Domestic tour-

ists spend some $2.3 billion in the region while the interna-

tional visitors spend just over $1 billion.  

Even more dramatic is the rate of growth in the domestic 

sector. Visitor numbers are up 13.6% for the year with ex-

penditure up 24%. Domestic visitor numbers to the region 

are now close to record highs after a slight dip from the 

March quarter.  

International growth has been solid (visitors up 16% with 

expenditure increasing 11.7%) which when combined with 

the domestic sector is seeing the region’s tourism industry 

having its best spell for many years. 

Within the international market Chinese visitors continue to 

grow very strongly. Visitors from China now account for a 

record high of 14.7% of all international visitors to the coun-

try, and an even higher 25% of all visitors to TNQ. 

Chinese visitor numbers to TNQ grew by over 32% for the 

year to Sept. But the growth hasn’t been limited to China. 

We've also seen solid growth from the more “traditional” 

markets of the US (up 23.6%) and Japan (up 27.8%). 

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 (up just 1.9% this year). Back in 2003 

the UK accounted for over 14% Australia’s visitors; today 

that has fallen to 9%. 

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 still 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 Sept 2016 

would have been over 1.2 million instead of the actual 

876,000. 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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