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GDP growth disappoints as weather and
trade uncertainty impacts are felt.
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A detailed look at the economy in
our own region

Editor’s Note

The RBA have cut rates again since we last wrote, and the expectation is for more cuts to fol-
low later this year. While inflation appears to now be under control and the labour market re-
mains robust the 1st quarter GDP data has disappointed. Weather-event impacts appear to
have significantly cut growth in this quarter and future growth looks set to hinge (at least to
some extent) on what happens to trade policy...all eyes will be on President Trump (just as he
likes it!).

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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1st Quarter Australian GDP

The first quarter GDP data released today was below
market expectations at just +0.2% g/q (down from Q4
which was unrevised at +0.6%) as weather effects took
their toll. The year-on-year pace of growth remained
unchanged at 1.3%. Annual growth for the year to March
was 1.1%, up from 1.0% in the previous quarter. While
the decline in growth seen through last year appears to
have ceased, there is little sign of a return to healthy
growth in these numbers.
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After having seen GDP per capita fall every quarter for the
preceding 7 quarters, the final quarter of last year finally saw
the ‘per capita recession’ come to an end with this measure
managing a very modest (0.13%) growth. However, this
quarter's data shows per-capita GDP once again going
backwards (-0.23%).

Since we last wrote, interest rates have been cut for a sec-
ond time and there is a clear expectation within the futures
market that rates will be cut two or three times further before
the year is out. Both headline CPI inflation and Trimmed
Mean, core, inflation have fallen and are now sitting within
the RBA’s 2-3% target range. Nevertheless, ongoing uncer-
tainty regarding trade policy and the Trump administration’s
on-again-off-again tariffs mean the RBA (and the markets)
are taking a precautionary stance. While we wait to see what
the outcomes of the Trump tariffs on growth and inflation are
the markets are likely to remain wary.

The household sector returned to positive territory last quar-
ter and has again improved this quarter (+0.4% q/q) which
contributed 0.2 ppts to total GDP growth for the quarter (i.e.
the growth in household consumption made up virtually all
the growth seen this quarter). The Household Savings rate
also increased in the March quarter to 5.2% (its highest level
since Sept 2022) from 3.9%. There are clear signs that the
easing of inflation and real wages growth is mitigating some
of the pressures felt within the household sector.

As interest rates fall further throughout this year we can ex-
pect to see the household sector continuing to improve. We
should always remember that the household sector makes
up 50% of GDP, by far the largest single contributing sector.
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The ABS provide us with quarterly data for State Final De-
mand, which is the domestic component of the state’s econ-
omy. Data for Gross State Product (which includes the inter-
national and inter-state elements) is only available from the
ABS on an annual basis; the most recent data for 2023-24
showed an annual increase of 2.1% which was above the
national rate of GDP growth at just 1.4%. Unfortunately the
QLD Treasury, who used to provide estimates of Gross
State Product on a quarterly basis, have decided to suspend
that series due to the COVID-induced volatility in the data.

The ABS Q1 data has Queensland State Final Demand
showing an increase of 0.7% q/q (after an increase of just
0.2% in Q4 2024) and is up 2.1% for the year (after an up-
wardly adjusted increase of 2.3% for the year to Q4). This
compares to Domestic Final Demand in Australia which in-
creased 0.5% q/q, and was up 2.8% yly.

Somewhat encouragingly, the increase in State Final De-
mand this quarter was due to improvements in the Private
Sector. In particular Private CAPEX grew 3.5% over the
quarter for its best performance since Q2 2023. Total Private
demand increased by 1.3% aq/q while the Public sector de-
mand declined by 0.8% qg/q. This is in contrast to previous
quarters where growth in Queensland has been driven pri-
marily by Public sector demand. When considered across
the past 12 months it is still the Public sector which has pro-
vided the bulk of the growth in the State’s economy.

QLD State Final Demand
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FNQ Economy Roundup

The ABS estimate of Gross State Product for the
2023/24 year was released in November. The 2023/24
data shows that Queensland’s economy grew 2.1% for
the year (after 2022/23 was revised up tp 2.8%), com-
pared to national GDP growth of 1.5%. Queensland bet-
ter performance can be linked to stronger population
growth, a strong resources sector and a solid contribu-
tion from the Public Sector. If we consider the period
from 2018/19 to 2023/24 then we see national GDP
growth of 11.0% while Queensland GSP has grown by a
slightly higher 12.8%.

QLD Gross State Product
%
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While the ABS produce Gross State Product data only on
an annual basis we have previously had to rely on the quar-
terly estimates from QLD Treasury for the intermediate peri-
ods.

Unfortunately the Queensland Treasury have made the
decision to suspend their provision of quarterly State Ac-
counts 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

We are finally seeing some signs of the gradual weakening
in the labour market that the Treasury and RBA have been
expecting, although this easing can be hard to spot! Em-
ployment growth remains relatively robust at 2.5% pa while
the unemployment rate is still at just 4.1% (Trend unemploy-
ment has been at 4.0% - 4.1% for 14 consecutive months).
However, hours worked per capita has been falling and is
now down 0.9% from 6 months ago.

In Queensland the weakening is slightly more apparent.
Employment growth has slowed from 3.0% pa at the start of
the year to 2.5% pa now and the Trend unemployment rate
has lifted to 4.1% (from 3.9%). Here too hours worked per
capita has also been declining and are down 2% from 6
months ago.

The ABS Payrolls data, collected via the Single Touch Pay-
roll system, has shifted to a quarterly data set with the next
release not until late-July The most recent data (to mid-Dec)
shows Queensland performing slightly better up to the end
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of 2024; the next data release should show that position
having reversed in early 2025.

We have been able to utilise the new and improved ABS
regional labour force data over a year, and it has now been
extended back to Jan 2012. The ABS are now producing
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modelled estimates of labour force statistics for regions
which, as well as the previously available Labour Force
Survey data, are using ‘administrative’ data such as ATO
Single-Touch Payrolls numbers and DSS data on JobSeek-
ers and Youth Allowance. This means that the extreme
volatility, which has up to now been a feature of the original
LFS data at the regional level, should be a thing of the past
and by using this new modelled data our own Conus/CBC
Staff Selection Trend analysis will provide us with a more
accurate, and consistent, view of our regional labour mar-
ket. For the time being this new ‘enhanced’ ABS regional
data is restricted to high level series but over time it is ex-
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FNQ Economy Roundup cont..

pected that it will start to include more detailed data such as
full-time and part-time breakdowns as well as age and sex-
based series.

In Cairns we have seen employment growth slow from 3.2%
pa at the end of last year to just 2.2% today. However, full-
time employment is still growing rapidly and the overall
sense of the Cairns labour market is one of continued rela-
tive strength. The slowing employment growth combined
with a sharply higher participation rate has seen the unem-
ployment rate move somewhat higher over recent months
and now sits at 4.7%.

Building Approvals

The recovery in building approvals we noted last quarter
has appeared to have plateaued without returning to post-
COVID highs. Trend approvals are now up 12.0% from a
year ago nationally with Queensland up 13.9% vyly, with
both of these rates of growth having weakened over the
quarter.

Residential Building Approvals
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It is clear that with rapid population growth and the already
chronic lack of housing availability we still need to see more
housing construction. With interest rates already started to
have fallen, it is rather disheartening to see the approvals
data not yet responding. However, we should not be sur-
prised to see a lag between the impacts of rate cuts being
felt by borrowers and that fact being reflected in higher
numbers of approvals. We hope to see further improvement
in coming months.

Residential Building Approvals
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The breakdown across the State shows that the easing of
growth from recent highs is being largely driven by Greater
Brisbane. More rapid population growth in regional
Queensland appears to be mitigating some of the slow-
down that we are seeing in the Capital. While Trend ap-
provals in Greater Brisbane are up just 8.4% yly in the Rest
of Queensland the increase is still a very healthy 25.9%.

The Trend data for March shows that approvals in Cairns
are hovering at or just below 100 per month. While this is
certainly an improvement from the lows seen in the middle

Cairns Building Approvals
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of last year it is still nowhere near the post-COVID highs of
150/month. While the region continues to suffer from a
chronic accommodation shortage (rental vacancy rate re-
mains stuck at or below 1%) we need to see higher num-
bers of approvals in coming months. We can only hope that
the decline in interest rates already seen (and the potential
for more to come) will lead to further improvements in the
region.

Tourism

The last quarter of tourism data (to Dec 2024) has shown a
very slight increase in tourism expenditure. In our CONUS
Quarterly from March we were anticipating a very slight
($30 million) decline in expenditure based on our modelling
of various more timely tourism indicators. In actuality the
final results from Tourism Research Australia showed n
equally tiny increase of $30 million.

Domestic tourism expenditure fell by about $50 million (to
$3.28 billion) while international expenditure continued its

Total Visitor Expenditure in TNQ
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FNQ Economy Roundup cont..

slow grind higher adding $80 million (to $981 million). This
takes total tourism expenditure to almost precisely the long
—term trend level shown on the chart above as the ‘if COVID
had never happened trend line’.

The official Tourism Research Australia tourism data for the
March quarter will not be available until later in June. In the
meantime, our analysis of various timelier, although less
complete, datasets allow us to model what the domestic
and international expenditure figures for the year to Mar-
chare likely to be. We estimate that domestic expenditure
will have decreased very slightly from $3.28 bn to $3.19 bn,
while international expenditure will have increased from
$981 million to $996 million. The net result is projected to be
a slight decrease from $4.26 bn to $4.19 bn

It is clear that although the Chinese market has seen only a
very marginal recovery in our region our more ‘traditional’
markets of UK, USA, Japan and Continental Europe are
doing rather better. However, the most recent data to De-
cember saw a sharp drop in the number of nights from Con-
tinental European visitors to the region. Japan and the US
remain two areas where visitor nights have returned to pre-
COVID levels.

International Visitor Nights to TNQ
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Total international visitor nights in the region remain a little
below 2 million (or approx. 25%) below the levels seen at
the end of 2019. However, as the chart above makes clear,
most markets have recorded reasonable recovery back to
pre-COVID levels (with Continental Europe currently some-
thing of an anomaly). The glaring exception (and the reason
the sector remains so far below 2019 levels) is China where
numbers have barely recovered.

Without the return of the Chinese market at scale the inter-
national sector will be relying on growing not only traditional
markets but also looking to new markets to take up some of
the slack created by the almost complete loss of the Chi-
nese market.

Cairns Airport and TTNQ have been working hard on that
front and we are already starting to see some of those ef-
forts pay dividends in the form of more routes, larger
planes, or more frequent scheduling.

g2 Cairns Airport Total Passengers
monthly
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The starting of international routes such as Cairns-Nadi
(with the added possibility of opening up the West coast of
the US) and Cairns-Christchurch (which will become a year
-round rather than seasonal service) will be very welcome
additions to the international portfolio for the Airport and
should see international passenger numbers continue to
improve as we move through 2025.

However, the most recent Airport data (up to April) shows
that total trend passenger numbers through the Airport is
still a little below pre-COVID levels and we are yet to see
the impact of these new routes showing up in the data.

Data from BITRE (to Feb) shows that traffic between
Cairns and Japan (via both Tokyo Narita and Osaka) is
now at levels higher than pre-COVID and confirms the im-
provement in what has historically been a strong market for
the region.

5P
Passengers & Freight to/from Japan thru Cairns Airport
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ed 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 Consul-
tancy Services disclaims any responsibility, and shall not be liable, for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or
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