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Editor’s Note

Despite this quarter falling fully in the period since the start of
the war in Iran, and the increase in oil prices and economic
uncertainty that has brought with it, growth in the second
quarter surprised to the upside. As a result, the market’s
expectations regarding possible rate hikes have shifted somewhat
more hawkish.

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.

Pete

This 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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2nd Quarter GDP

The second quarter GDP data came in a little better
than market expectations. GDP increased by 0.4% for
the quarter, the annual rate lifted to 2.4% (with Q1
revised down to 2.3%), while the year-on-year pace
slowed from 2.5% to just 2.1%.

This is the first quarter of data which has fallen
completely in the period since the start of the war in
Iran and the elevated uncertainty and oil prices that
have come with that. Market expectations had been for
a more marked negative effect on growth and, as a
result, this somewhat better-than-expected growth has
refocused attention onto the possibility of another rate
hike in September.

We noted last quarter that GDP per capita fell in Q1 (for
the first time in a year). In Q2 we have seen a small
increase (+0.04% q/q) although GDP per capita remains
just 0.7% higher than a year ago. Population growth
continues to be the principal driver for GDP growth.
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Source: Australian Bureau of Statistics

The external sector, having been heavily negative last quarter turned
slightly positive with net exports adding 0.1 ppts to growth. The larger
positive impact came from household consumption which added 0.2
ppts. Government consumption also added 0.1 ppts but investment
(both private and public) were broadly neutral for growth.
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2nd Quarter SFD

The ABS Q12 data has Queensland State Final
Demand showing an increase of 1.1% q/q and is up
3.8% on the year (this is the fastest pace of growth
across all States and Territories). This compares to
Domestic Final Demand in Australia which
increased 0.3% q/q, and was up 3.1% y/y.

In Queensland Private Sector CAPEX saw the
strongest gains over the quarter (+4.2% q/q) but a
g/q decline in Public Sector CAPEX saw the public
sector as a whole up just 0.3% qg/q, unlike the much
larger private sector which grew at 1.5% q/qg. Over
the course of the year it has been the private sector
leading growth (+4.2%) ahead of the public sector
(+2.9% growth in both publics sector consumption
and CAPEX).
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Annual QLD GSP

The ABS estimate of Gross State Product forthe .,
2024/25 year was released in November. The  « |,
2024/25 data shows that Queensland’s = {}j |

economy grew 2.2% for the year (after 2023/24 ™| I|| 1

QLD Gross State Product
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grew by 1.7%), compared to national GDP _ [|I/[IIIHI| i il AN
growth of 1.3%. Queensland’s better ., [JUIHIHHL thl |lm 1 IIII[' _ll
performance can be linked to stronger .o IMEINEIEIL Iu “I "[ |||
population growth, a strong resources sector *° |
and a solid contribution from the Public Sector.
If we consider the period from 2018/19 to

2024/25 then we see national GDP growth of
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Accounts due to “Ongoing volatility in seasonal factors ..”
While the ABS produce Gross State Product data and as a result we have no quarterly data for GSP beyond
only on an annual basis, we have previously had the Sept 2020 figures. If Treasury restart this data series,
to rely on the quarterly estimates from QLD we will be updating our analysis. In the meantime, we will
Treasury for the intermediate periods. have to make do with annual ABS data.
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Unemployment Rates
Seasonally Adjusted and Trend
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Since last quarter, the gradual easing that had been anticipated
by both RBA and Treasury is now clearly showing in the data.
The Trend unemployment rate has eased (after some slight
upward revisions) to 4.5% and the noisier seasonally adjusted
series also now sits at 4.5%. Trend employment growth, on the
other hand, has accelerated a little after the slowdown seen
towards the end of last year.

Source: Australian Bureau of Statistics

It is a similar, although stronger, story in Queensland where the
Trend unemployment rate sits at 4.2% (where it has been for
each of the last 5 months). Employment growth here too has —AUS IndexTrend

accelerated and now sits at its fastest pace in almost a year. Gl IR—————— m
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national and State level, but here in the Cairns SA4 we are
seeing continued strength with vacancies up 1.8% y/y despite a //// \

decline of 1.0% nationally.
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FNQ Economy Roundup

Employment...cont

We have been able to utilise the new and improved
ABS regional labour force data for more than a year,
and it has now been extended back to Jan 2012.

The ABS are now producing 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 JobSeekers 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, has become largely a thing of
the past and by using this new modelled data our own
Conus/CBC Staff Selection Trend analysis is providing us
with a more accurate, and consistent, view of our
regional labour market.
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In Cairns, as we are seeing across the nation, the labour market has
been slowly easing. Trend employment growth, while still modest,
has improved again over this quarter but we see the Trend

unemployment rate back up to 4.8% despite having added 1,900
to the number employed in the past 12 months.

The CONUS Quarterly Sept 2026



Residential Building Approvals
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While in Queensland growth is a much more impressive 20.0%
y/y, the growth here is coming from very strong units growth
(+32.9%) and somewhat more modest houses growth (+10.7%).
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FNQ Economy Roundup

Tourism

Tourism data for 2025 had been compromised by the change-
over to a new methodology for estimating the domestic sector
from the National Visitor Survey (NVS) to the Domestic
Tourism Statistics (DoTS). That change-over meant that for the
first three quarters of 2025 we were having to rely on our own
modelling to estimate the domestic tourism sector in TNQ.
Finally, with the release of the first full year of DoTS data for
the year to Dec 2025 and the Mar 2026 release we are starting
to get a clearer picture.

The DoTS data for the year to Marc 2026 showed domestic
tourism expenditure in TNQ has increased slightly to $3.20 bn
while the IVS survey showed international expenditure also
increased to $1.26bn and is now well above pre-COVID levels
at $1.2 bn. Despite these improvements the total still sits well
below the pre-COVID trendline.

The data for the second quarter of 2026 will be released in a
few weeks time, but our forecast for the result is a very
modest increase in the total with an improvement in the
domestic figure slightly offset by a decline in the international.
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The most recent data suggests that international travel is being
negatively impacted by the ongoing conflict in the Middle East,
fuel price increases, and the associated increase in air fares. Data
for arrivals into Australia are showing declines from some of our
major international markets and we are expecting to see those
impacts reflected in data for TNQ in the second quarter when we
get it in a few weeks time.
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FNQ Economy Roundup

Tourism...cont

Passenger numbers through Cairns Airport have, on a Trend
basis, remained relatively flat for the past 18 months at a level
which is materially below the level established pre-COVID.
There has been some very modest improvement over the past
3 months with the start of the peak tourism season, and we
shall see if those improvements can be sustained over the next
guarter. The continuation of the conflict in the Middle East,
and the effect this is having on oil prices and therefore air fares
will likely be a drag on air travel so long as the war continues.

As we have mentioned in previous issues, one of the problems
faced by the Airport (and therefore the tourism sector more
generally) is a continued lack of capacity from airlines. Work is
ongoing to try and address this issue but in the meantime it is
clear that a lack of available domestic seats into Cairns Airport
is creating capacity constraints for the sector.
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