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Editor’s Note
Just as we appeared to have turned the Delta corner and with vaccination rates getting to impressive
levels, along comes a new challenge in the form of the Omicron variant. How much the emergence of
this new variant will impact on our economy is as yet very unclear. However, given the high levels of
vaccination already reached we can only hope that authorities at both State and national level take a
reasonable approach. 2022 still has the potential to see some impressive growth as we recover from
the pandemic and that is certainly as true in Cairns as anywhere else.
We’d like to wish you and your family all the very best for Christmas and the New Year.
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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3rd Quarter Australian GDP
The third quarter GDP data released this morning was
better than many had been expecting with a 1.9% q/q
decline (including the RBA who had been targeting a
2.5% decline) which leaves us 3.9% up from the same
period a year ago. Over the past 4 quarters GDP is now
up 3.4% having been up 1.5% in Q2.

sector is encouraging. However, over the past 2 years the
total private sector is up just 5.3% while the Public sector
(which is equal to almost 40% of the Private sector), over the
same period, has increased by 10.5%.

The lockdowsn in NSW, Victoria and the ACT were always
going to mean that the Q3 data would be weak but today’s
numbers suggest that the slowdown was not as bad as the
RBA and Treasury had been expecting. We already know,
from more recent data, that the bounce back in Q4 will be
strong.
Annualised growth to the third quarter now sits at 3.4%
and ,although we could see this ease somewhat, the projections for the 2021/22 year remain quite firm.
Not surprisingly, with so many people locked down for much
of the quarter, the household savings rate has moved sharply higher (up to 19.8%) which suggests plenty of scope for
strong household consumption growth as we move through
the rets of this year and into 2022. Again, this will be a
strong support to GDP growth.

Barring any surprises from newly emrging variants and any
potential return to lockdowns, the projection for a strong recovery from the COVID-recession looks all but guaranteed.
As the economy reopens and domestic (and eventually international) borders full open the expectation is that the economy will quickly move to make up for the losses seen since
early 2020 and that GDP should be back on its long-term
trajectory again by 2023/24.
We should not forget that growth in Australia pre-COVID
was far from booming and therefore a reversion to long-term
growth in the 2.5% range will be seen as disappointing. Our
hope is that some of the transitions that COVID has forced
upon the economy might result in improved productivity
growth (which had been weak) which combined with solid
population growth as international migration restarts could
see a growth trajectory beyond 2024 that looks closer to the
3-3.5% that Australia enjoyed in years gone by.

The ABS provide us with quarterly data for State Final Demand, which is the domestic component of the state’s economy. Data for Gross State Product (which includes the international and inter-state elements) is only available from the
ABS on an annual basis; the most recent data for 2020-21
showed an annual increase of 2.0% which was above he
national rate of 1.5%. Unfortunately the QLD Treasury, who
used to provide estimates of Gross State Product on a quarterly basis, have decide to suspend that series due to the
COVID-induced volatility in the data.
The ABS Q3 data has State Final Demand up 1.8% q/q for a
year-on-year increase of 6.1% (after a revised 2.0% q/q,
10.9% y/y rise in Q2). This compared to Domestic Final Demand in Australia down 1.8% q/q. Clearly Queensland has
done much better than the nation as a whole having avoided
the worst effects of the Delta-dip.
This quarter total Private Demand grew 1.3% q/q while Public Demand was up 3.0% q/q. The chart below shows that
this continuation of some meaningful growth from the Private
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FNQ Economy Roundup
Since our last issue the ABS have produced their annual estimate of Queensland Gross State Product for the
2020/21 financial year. After a 0.8% fall in 2019/20
(revised from a previous estimate of a 1.1% decline)
Queensland bounced back strongly and GSP rose 2.0% in
2020/21.

While the ABS produce Gross State Product data only on
an annual basis we have previously had to rely on the quarterly estimates from QLD Treasury for the intermediate periods.

the fact that many were still employed but working zero
hours and that many workers had simply left the labour
market altogether and were therefore not showing up in the
unemployment data. Making that kind of calculation now
shows that the effective rate in Queensland has been below the official headline rate since Dec and is well below
the national level. The ‘effective’ rate of unemployment in
Queensland is now 4.6% compared to the national effective rate of 8.3%.

Unfortunately the Queensland Treasury have made the
decision to suspend their provision of quarterly State Accounts due to “Ongoing volatility in seasonal factors ..” and
as a result we have no quarterly data for GSP beyond the
Sept 2020 figures. Once Treasury restart this data series
we will be updating our analysis. In the meantime we will
have to make do with annual ABS data.
Employment
The past three months have seen significant declines in
employment across the country as the effects of the Deltainduced lockdowns in NSW, Victoria and the ACT took their
toll. From July to October employment in Australia fell by
more than a third of a million and the headline unemployment rate lifted from 4.6% to 5.2%.
This lift in the unemployment rate would have been far more
spectacular had we not also seen a very sharp decline in
the participation rate from 66.0 to 64.7.

The most recent Payrolls data, collected via the Single
Touch Payroll system, shows the effect that the lockdowns
in the south had on jobs, but also highlights how those figures have now started to recover and should show up in
improved employment data for November. Cairns continues to lag behind Queensland (although regional data is
somewhat delayed).

Hours worked continues as a far better indicator of labour
market conditions and in October we see hours worked per
capita down 0.8% from a year earlier. Queensland, by dint
of not having suffered a Delta-dip, has seen a 0.8% lift in
hours worked over the same period.
Since July employment is Queensland has fallen a very
modest 6,800 and the headline unemployment rate in the
Sunshine State now (for the first time in many years) sits
below the national figure at 5.1%.
At the height of the COVID induced labour market rout
many commentators (including the ABS) began to talk
about an ‘effective’ unemployment rate which accounted for
Conus Business Consultancy Services
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FNQ Economy Roundup cont..
At the regional level the Conus/CBC Staff Selection Trend
series will be subject to all of the issues that this period of
extreme volatility have caused for the ABS Trend estimation. Nevertheless we have taken measures to bench-mark
our Trend series to some of the components of the ABS
seasonally adjusted series at this time and believe that it
continues to provide the best estimation of current labour
force conditions at the regional level.

When we consider the breakdown across the state (with
data only available to Sept at time of writing) we have seen
approvals recover in Greater Brisbane while across the
Rest of Queensland the strength continues to wane. In the
year to Sept approvals across Greater Brisbane were up
12.2% and in the Rest of Queensland up 24.7% from a
year ago.

In Cairns we have seen Trend employment increase by
3,400 since Oct last year (+2.7%) and the unemployment
rate has fallen to 4.3%. This pace of employment growth is
well below that seen across the State but a participation
rate that has declined more than at the State level has
helped to keep the unemployment rate low.
As the tourism sector starts to recover in December we can
expect to see some improvement in the employment data in
coming months.

Looking at the Conus Trend data for the Cairns SA4 region
we see the strong regional pick-up, and more recent pullback, reflected here too. Trend approvals had recovered
well although they have now eased back from recent highs.
For the year to Sept Trend approvals in Cairns are now
down 15.0%. Townsville SA4 has seen a similar pattern of
strength and a pull-back, although here the retrenchment
has been far less marked and in Sept Trend approvals
were still up 0.8% for the year.

Building Approvals
The most recent months data to Oct showed the recent
surge in building approvals easing across both the nation
and Queensland.
Oct’s data has approvals across the nation down by 8.1% y/
y on a seasonally adjusted basis, with approvals having
fallen 12.9% for the month 4.3% for the month.
In Queensland approvals were up 2.2% in the month and
are now down 8.2% for the year with the decline being seen
in both houses and units.
The Conus Trend data at the LGA level shows Cairns Regional Council (incl Douglas Shire) on 70 down 15% from a
year ago. The Cassowary Coast Regional Council has
improved and now sits at 9; which is 31% above the level
of a year ago. Tablelands Regional Council (incl Mareeba
Shire) is fell again this month and now sits at 18 which is a
28% fall from a year ago.
Townsville City Council sits at 66 which is 11% below the
level of 12 months earlier.
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FNQ Economy Roundup cont..
Tourism
Prior to the start of the Delt-induced lockdowns in NSW,
Victoria and the ACT domestic tourism in the Far North had
been enjoying a very solid recovery from the lows earlier in
2020.
By the time we got the annual expenditure data up to the
June 2021 quarter data was showing that TNQ domestic
tourism expenditure was up 53% over the previous 6
months and was back to just 10% below the record highs
seen in the March 2020 quarter. Given the turmoil the tourism sector had endured since the pandemic hit this was a
truly exceptional result.
downs had on air travel to the Far North. As borders reopen and people can once again travel freely we would expect to see the recovery, which had been well in place up
to mid-year, will start again.
Unfortunately international tourism still appears to be
some months away (we are certainly not anticipating any
international tourism at scale until the middle of 2022) and
as a result a return to ‘normal’ is still some way off for the
tourism sector. A domestic tourism boom, which should get
back underway now that domestic borders are set to open,
was never going to be enough to compensate for the loss
of 25-33% of total tourism expenditure in the Far North
which the international sector used to provide.

Regional domestic tourism sector had been enjoying something of a boom until the Delta variant outbreaks changed
everything. With international borders closed Aussies were
taking their holidays at home, and in particular in the regions. Those lockdowns have clearly put paid to much of
that, at least for the time being.

The challenge for the tourism sector over coming months
(and probably years) will be to pivot to a more domesticcentric business model until such time as international visitors return in numbers. TTNQ, Cairns Airport, CRC and
Advance Cairns are all working on preparing the region for
when that time comes and we can expect to see further
efforts in both marketing and infrastructure improvements
(such as work on the international terminal) to that aim.

Monthly snapshot data from Tourism Research Australia up
to August was showing that total domestic expenditure in
Regional Queensland for the 12 month period was up
33.1% from a year earlier, compared to 10.1% growth nationally and an increase of 19.6% across Queensland. More
recent data, which will capture more of the effects of the
NSW and Victoria lockdowns, is as yet unavailable but is
sure to show a slowing of that growth as so much travel was
curtailed.
Vaccine rates have climbed sharply and with that domestic
borders are starting to once again open (assuming that the
latest Omicron variant doesn’t throw a spanner in the
works). The most recent data from the Cairns Airport
demonstrates the scale of the impact that the Delta lockThis document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document may not be reproduced, distributed or published by any recipient for any purpose. This document does not take into account your personal needs and financial circumstances. Under no circumstances
is this document to be used or considered as investment advice
The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document accurately
reflect the author’s personal views. The author however makes no representation as to its accuracy or completeness and the information should not be relied upon as
such. All opinions and estimates herein reflect the author’s judgment on the date of this document and are subject to change without notice. Conus Business Consultancy Services disclaims any responsibility, and shall not be liable, for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or
indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in connection with the contents of and/or any omissions from this communication except where a Liability is made non-excludable by legislation.
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