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Economic snapshot
March Quarter 2016
The tide is turning on Queensland’s economy. While
business investment remains down, it has improved
on last quarter and shows signs of returning. As the
king tide of LNG investment continues to wash away
from Queensland shores, we are forecasting an
improvement to the demand for goods and services.
This is good news for Queensland and will see the
state’s final demand inch towards positive territory
and back on track with national demand figures.
While Queensland is behind recent national final
demand growth, it is smooth sailing in terms of
overseas merchandise exports. Over the year to May
2016 the value of our merchandise exports was up
$1.7 billion or growth of 3.8%. This is compared to a
4.2% decline nationally and we expect Queensland’s
strong performance to continue with LNG exports
ramping up.
The international market is not only enjoying our
exports, but they continue to enjoy visiting our
shores as well. International visitors continue to

choose to holiday and spend in our great state. Not
only are they holidaying and spending, they are also
studying in Queensland.
However, growth is not on an even keel with
S.E. Queensland enjoying the bulk of recent
employment gains over the year to May. Conditions
remain subdued in regional areas, particularly those
with large mining or resource-related workforces
including Mackay, Emerald, Townsville and outback
Queensland. We will be watching to see if the recent
State Budget and its regional action plans will even
the flow of growth across the state as intended.
Will we enjoy the anticipated ‘bang for our buck’ from
the Queensland Government’s $5,000 boost to the
First Home Owners’ Grant that started on 1 July?
We expect this will have more of an impact in
S.E Queensland including new developments in
parts of Ipswich (e.g. Ripley Valley), Logan
(e.g. Yarrabilba) and higher-density areas in
Brisbane, that are littered with ‘cranes in the sky’.

Household
consumption

Down 24.8%
New (non-residential)
buildings up 4.5%
New engineering
construction down 45.2%

Business
investment

Up 2.0%
Commonwealth consumption
expenditure up 7.8%
Public gross ﬁxed capital
formation down 4.0%

Down 1.8%
State Final
Demand

Government

Notes: Real, year-on-year; Seasonally adjusted ﬁgures; Employment to May 2016;
State Final Demand to March 2016

Up 1.8%

Clothing and footwear up 7.6%
Purchase of vehicles down 11.9%

Housing
construction

Up 10.8%

New and used up 12.6%
Alterations and additions up 8.2%

Employment

Up 0.4% to 2.35m

Share of total
State Final Demand

Sources: ABS 5206.0, ABS 6202.0
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Economic outlook
While we are an economy in transition,
we are further along the ‘construction
cliff’ than our Western Australian and
Northern Territory cousins. Our economy
is starting to reignite and Queensland is
beginning to ride the wave of our economic
fundamentals. Our economy’s essentials,
including housing construction, tourism,
international education and agriculture,
should all get a leg up from the lower
Aussie dollar.
Domestic uncertainties following the 2 July
election result are impacting confidence
and policy direction. Australia suffered an
outlook downgrade to its Standard and
Poor’s rating which reflects this uncertainty.
The global economy also remains uncertain
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with downside risks. In particular, as
China transitions to a more sustainable,
consumer-led growth model, Queensland
needs to watch out for risks, given China is
our largest trading partner.
In line with this, Queensland – along with
the rest of Australia – has to adapt its
offerings to the world. We already have
some success here with tourism and
international education exports, a genuine
bright-spot for the economy. Agribusiness
is also an opportunity for growth.
We have a rich pipeline of large tourism
projects for Queensland. Hotels and
resorts make up nearly half of the
commercial projects in planning with $22.9

billion of work in the pipeline. This is timely
given tourism is surging with international
overnight visitor spending breaking the
$5 billion mark over the year to March.
Strong growth from Asian markets was a
key contributor to this record result.
While China is currently Queensland’s
largest source market for visitor numbers,
(recently surpassing New Zealand), the
growth has also come from other emerging
markets in particular India. The number of
visitors from India to Queensland was up
an impressive 19.1% over the year to March.
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Economic growth
Queensland’s growth outlook continues to be firmly ahead of the national
average. We expect Queensland’s economy to record growth above 3.5%
each year from 2016-17 to 2019-20, drawing on our strong overseas export
performance and recovering domestic demand.

Gross State Product
Constant price, annual % change

10%
8%
6%

The latest State Budget figures highlight that Queensland is expected to record
the strongest GSP growth of all states, on average, over the forward estimates.
This is despite Treasury’s growth forecasts being downgraded half a percentage
point since the Mid-Year Review from 4.0% to 3.5% annual growth in 2015-16.
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State ﬁnal demand
Constant price, anuual % change

15%

The phase of declining engineering and commercial investment that hit the
state’s final demand is gradually lifting. We are forecasting an improvement in
final demand as these effects wash out and household consumption spending
and residential investment picks up. Business investment is beginning to try a
new tack and adjust to more sustainable long-term levels.
Queensland’s economy is resilient. We have pushed through the strong head
winds of the past including the global financial crisis and natural disasters. The
current economic outlook calls for all hands on deck in Queensland as our
diversity and economic strengths drive towards a broader based economy.
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Labour markets
Queensland’s labour market has steadily improved over the past twelve months.
But it’s a tale of two halves, with a strong performing labour market in
S.E Queensland and weaker performance in regional areas.

Unemployment rate %
8%
7%
6%

The recent State Budget highlights that the transformation to broader-based
growth is expected to be in full swing by 2017-18. This will be accompanied by
an improvement in the labour market with stronger employment growth. The
unemployment rate is expected to hover around 6% out to 2018-19.
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International exports
Our international exports are set to lift-off with Queensland starting to reap the
benefits of its LNG industry. As the State Budget also highlights, LNG exports are
forecast to drive overall export growth in 2015-16 and 2016-17 as LNG projects
move towards full commercial production.

International exports
Constant price annual % change
40%

20%

Our five year Business Outlook confirms a good news export story
with international exports set to grow by 7.4% per year (compound
annual growth rate).
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Services exports are primed to take-of including tourism and education thanks
to an expanding middle class and rising incomes in developing Asian economies.
The added bonus is our exports are now cheaper on international markets.

Tourism
20%

The Aussie dollar has depreciated by around 21% against the USD over the two
years to June 2016. This has provided a boost for tourism with international
visitor numbers to Queensland up 2.4 million (or 10.1%) over the year to March.

International tourist arrivals
Annual % change
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This surge in international visitors is set to continue with our Business Outlook
forecasting growth in visitor numbers of 9.8% in 2016-17.
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The Chinese visitor market is a major driving force for international tourism
with more than 440,000 visitors to Queensland over the year to March. Chinese
visitors to Australia spend an average of $8,735 per trip, which is great for local
businesses. Other Asian markets are also chipping in including the fast growing
Indian market.
Queensland can continue to capitalise on the competitive advantages
afforded by our shared time zone with expanding Asian markets. This will
include opportunities for employment and trade in existing tourism industries,
as well as new ones.
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Queensland Budget 2016-17
Shifting gears, a clearer focus?

In the face of no new taxes and no asset sales, a
revenue write-down and a transitioning economy,
there was little room for the Queensland Treasurer
to move as he handed down his second and
arguably most important budget on 14 June 2016.

How the State Government engages business
and the research sector to take advantage of the
innovation opportunities will ultimately determine
its success.
Attracting investment

In line with this quarter’s Business Outlook,
Queensland’s growth in the Budget is firmly ahead of
the state pack. However the ‘feel good’ factor is still
not there as this growth is dependent on exports.

The budget announced a $40.0 million Industry
Attraction Fund to be used to attract business
investment from interstate as well as supporting
local businesses to reinvest.

Placing bets

The Fund is set to target industries such as
biofutures, advanced manufacturing, defence
and aerospace, Mining, Equipment, Technology
and Services (METS), biomedical and lifesciences,
alongside Queensland’s more traditional industries
like agribusiness.

Despite the fiscal headwinds, the budget aimed to
position Queensland to take advantage of its current
strengths to build future economic opportunities.
The catch cries in the budget were the three I’s –
innovation, investment and infrastructure.
Growing innovation
Innovation is the state’s future economic
insurance policy.
The total pool for Advance Queensland has
been increased to $405 million, with last year’s
announcement of $180 million boosted by an
additional $225 million.
The additional funds consist of four broad platforms:
•• Harnessing existing strengths ($72.6 million)
•• Unlocking the potential of business to innovate
($32.7 million)
•• Growing our regions ($49.5 million)
•• Building future generations ($70.4 million).

The key to encouraging investment will be how the
proposed incentives attract the right businesses and
investments to Queensland, and keeps them.
Building infrastructure
The budget includes a capital program of $10.6
billion, $4.9 billion of which will be spent outside
South East Queensland.
$8.2 billion of this relates to expenditure on
capital purchases. As expected, the majority of the
expenditure relates to transport infrastructure,
energy infrastructure and health, housing and
community services.
By prioritising infrastructure that connects – people,
ideas, regions and old industries, new opportunities
can be created.
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Chart 1 – Superannuation Liabilities
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Paying the way
Unlike other States in Australia, the Defined Benefits
Scheme in Queensland has a $10 billion surplus.
The Government considers it unnecessary to hold
the surplus and $4 billion of the surplus funds
haven been reallocated with a 50/50 split towards
infrastructure investment and debt reduction.
In using this surplus, Queensland will continue to
be the only state with a fully funded Defined Benefit
Scheme, see Chart 1.
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In terms of infrastructure investment, what
ultimately matters is whether there is a higher net
present value and/or benefit cost ratio for the State
investing the surplus funds in infrastructure projects
as opposed to its current use.
What the State needs to watch is the future
funding ability. What we don’t want is the funding
from the defined benefits scheme to backfill an
ongoing inability of the State to address structural
budget issues.

While there has been a lot of commentary on
the source of this funding, how it is used is
more important.
The longer game
Business, government and communities need to work together to deliver the economic, social and
environmental balance for Queensland’s regions and future industries.
As pointed out in our Purpose of Place: reconsidered – the fifth edition of our Building the Lucky Country
series – by collaborating to make place a driver of productivity and prosperity, Queensland can unlock
enormous potential.
Time will tell if the budget has done enough to make this happen.
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The future of work: How can we
adapt to survive and thrive?
Future[inc]
As a nation, we need to
ask ourselves some key
questions. How do
individuals equip themselves
for career success?
How do we provide
education which is sufficiently
agile to keep pace with
changing needs?
How do businesses attract,
incentivise and retain talent?
How do policy makers
facilitate flexibility in the
knowledge economy?
This set of questions may seem familiar.
However, we will need to reconsider our
answers in the future, with an increased need
for agility in a more disrupted environment.
Ultimately, we need to think about how we
will adapt to survive and thrive.
Factors shaping the future
01. The world is getting smaller
02. Digital disruption: accelerating pace of
technological change
03. An older and more experienced workforce
04. The peer-to-peer economy

Our economy and society are being shaped by
large-scale shifts, from globalisation to digital
disruption. Businesses are facing more intense
pressures to respond to changing customer
demands and new market entrants. Policy makers
are reshaping their agendas.
The forces of disruption are not just being driven
by start-ups and felt by business leaders – they’re
driving change in the workforce and labour market.
Two-thirds of those with less than five years’
experience (early-career Australians) expect
that their job will not exist, or will fundamentally
change, in the next 15 years. If they are correct,
this means that there is likely to be a period of
transition. Many will have to reskill, retrain or change
jobs. Historically, the jobs that technology has
destroyed have been more than offset by the new
jobs that it has created. However, there may still be
employees who lose out.
Our career moves are not always straight up a
ladder. Of those who will pursue a new job in
the next ten years, three in five are looking to
change to a different industry, a different role,
or both.
Education – be that through technical institutions,
training or university – remains an important
foundation for success in all professions. It’s
particularly important in the knowledge economy.
Around 25% of the working-age population now
possesses a Bachelor degree or higher qualification,
compared to around 5% in the early 1980s. However,
it can lose relevance quickly – 52% of employees
with less than five years’ experience already
see their qualifications as not being ‘very much’
relevant to their work. Even though the skills
learned in higher education may not be highly
relevant, they are increasingly transferable to
different contexts. Approximately 40% of university
educated employees have a degree outside of the
primary and secondary study areas in their industry.
For many, the qualifications gained before starting a
career are only the beginning of a longer education
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journey. Half of early-career employees think that
they are likely to pursue further formal education
in the future. It’s not just university study which is
attractive; one quarter of employees say they are
likely to pursue further informal education, such as
online courses. But careers are broadly following
similar timelines: average job tenure in Australia is
seven years, and this has remained fairly steady over
recent decades.
It is clear that our careers and perceptions are
evolving rapidly, as the norm shifts in a more flexible,
knowledge-based economy. The combination
of greater global economic integration and

technological advancements have led to the rise of
the ‘virtual global worker’, which means that we
are increasingly competing on a global scale.
What is most certain is that success – for both
employers and employees – will depend on an ability
to harness and embrace the power of diversity.
Of those early in their careers, 28% ranked
working with others from a diverse range of
backgrounds in their top three career goals, and
studies suggest that businesses which increase
workforce diversity could see significant gains in
sales revenue.

Having the right job at the right time is important. Our society and economy rely on a broad range of
skills and occupations to function smoothly. The right job can also have a huge impact on individual
material wellbeing and financial goals.
More than that, though, it can provide social connectivity, personal satisfaction and the ability to use and
improve on our skills.
An effectively functioning labour market is not just important for individuals, but also the overall
economy. The value of our work – as measured by our wages – represents 48% of the Australian
economy as a whole.1 Finding the right people, and having to replace staff who have moved on, can be
very costly for business – the cost of replacing one skilled employee is estimated at 75% of their annual
salary.2
Ensuring continued growth in labour productivity is a key priority for policy makers, businesses and the
economy overall. To maintain GDP growth at the level experienced from 2001 to 2013, we will need to
increase labour productivity by almost 3% annually from 2014 to 2023 – higher than any level of growth
we have achieved in the last three decades.
In the context of a changing landscape with a national productivity challenge, our prosperity will rely on
our workforce’s ability to adapt to new circumstances in order to survive and thrive.3

1. Deloitte Access Economics (2015) Calculations based on ABS 5206.0 Table 2 (2015) and ABS 5204.0 Table 36 (2015).
2. Deloitte Access Economics (2013) The Connected Workplace – War for talent in the digital economy.
3. Deloitte Access Economics (2015) The economic contributions of Australia’s research universities – the UNSW example.
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Deloitte Access Economics is Australia’s leading
economic consultancy.
If you would like to find out more about what
Deloitte Access Economics can do for you,
please visit our website
http://www.deloitteaccesseconomics.com.au
Our team produces a number of highly regarded
subscription publications aimed at giving clients
a leading edge by providing in-depth economic
analysis. A description of each publication is
presented below.
Budget Monitor
Budget Monitor is the leading source of accurate and
independent private sector projections of Federal
budget trends in Australia. Budgets are analysed and
projections made, including detailed estimates of
future spending and revenue levels. Budget Monitor
is prepared twice a year, prior to the Mid-Year Review
and the Budget itself.
Business Outlook

Investment Monitor
The quarterly Investment Monitor lists around 900
Australian investment projects, each valued from
$20 million. Projects are divided by State, sector and
status (i.e. possible, under consideration, committed,
under construction). The publication also contains
commentary on industry trends, and company
contact details for those companies involved in the
projects.
Retail Forecasts
Retail Forecasts, produced quarterly, provides
detailed analysis of current retail sales and
consumer spending. Included are National retail
forecasts, retail sector forecasts, State retail
forecasts, disposable income, non-income influences
on retail spending and broader macro-economic
influences. An annual subscription includes four
quarterly reports plus Excel spreadsheets including
10 year forecasts and charts.

Business Outlook, released quarterly, is specifically
designed for business analysts and strategic
managers. Subscribers to the standard hard copy or
electronic subscription are also eligible to purchase
the Business Outlook on CD. The CD subscription
contains forecasts out ten years, in quarterly,
calendar and financial year formats as well as
detailed history and charts, all in excel.
Employment Forecasts
Employment Forecasts, released quarterly, provides
forecasts and commentary for each industry, plus
white collar, blue collar and office demand index
(where the latter draws on the ‘office intensity’
of each industry). There are three levels of data
available: State, City and CBD. Employment Forecasts
is particularly useful in the analysis of property
market demand.
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Contacts

Chris Richardson
Partner, Deloitte Access Economics
Email: chrichardson@deloitte.com.au
Telephone: +61 02 6263 5075

Luke Baxby
Partner, Deloitte Access Economics
Email: lbaxby@deloitte.com.au
Telephone: +61 07 3308 7202

Mark Ingham
Partner, Deloitte Access Economics
Email: mingham@deloitte.com.au
Telephone: +61 07 3308 7206

Natasha Doherty
Partner, Deloitte Access Economics
Email: ndoherty@deloitte.com.au
Telephone: +61 07 3308 7225

Contributors
Claire Atkinson
Kevin Hunault
Corey James
Mathew Thomas
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