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Table 1: Real GSP growth and state rankings – 2014-15 and 2015-16 

   

 
 
 
 
Victorian economic performance in 2015-16 
 
  

 

The Victorian economy is benefitting from the national shift in economic activity towards the 
non-mining sectors. Robust residential construction (underpinned by high rates of net migration 
from overseas and interstate) and a strong labour market have supported a solid pace of growth 
in consumer spending. Low interest rates and a lower Australian dollar have also been important 
upsides for the State’s economy, especially some of Victoria’s key service sectors.  
 
Victorian Gross State Product (GSP) grew by a solid 3.3% in 2015-16, the strongest pace in eight 
years and exceeded only by NSW. This was also well above the 10-year average growth rate for 
Victoria of 2.2% (see chart 2). 
 
All states had positive growth in GSP per capita in 2015-16, with GSP growth rates exceeding 
their state population growth rates for the year. NSW was the leading state, with GSP per capita 
growing by 2.0% in 2015-16. This was followed by Victoria (1.4%) and South Australia (1.2%). The 
weakest GSP per capita growth was in Tasmania (0.9%), Queensland (0.7%) and Western Australia 
(0.7%).  
  
Looking at the composition of spending and investment across the states, State Final Demand 
(SFD) - which measures total spending by households, business and governments but excluding 
exports and imports -recorded the strongest real growth in 2015-16 in NSW (+3.9%) and Victoria 
(+3.8%), followed by Tasmania (+2.2%) and South Australia (+1.1%). Western Australia and 
Queensland recorded negative SFD growth in 2015-16 (-4.0% and -1.3% respectively), driven in 
each state by falls in private investment and reduced resource-related engineering construction. 
 
Consumer spending in Victoria is being supported by low interest rates, population growth and 
higher house prices. This has seen expenditure by consumers outpace national spending for two 
consecutive years. In 2015-16, household consumption expenditure lifted by 3.2% after growth of 
2.5% in 2014-15. This is above the long-term rate of 2.6%. 

 

 

% p.a (real) Ranking % p.a (real) Ranking Share of GDP (%)

NSW 2.6 2 3.5 1 32.5

Victoria 2.6 2 3.3 2 22.6

Queensland 1.2 6 2.0 3 19.1

South Australia 2.0 4 1.9 4 6.1

Western Australia 3.6 1 1.9 4 14.5

Tasmania 1.3 5 1.3 6 1.6

Australia 2.4 - 2.8 - 100

2014-15 2015-16

Chart 1: Real GSP growth, Victoria 
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Chart 2: Victoria industry output, share of value added 
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Government spending in Victoria increased by 2.7% in 2015-16, up slightly from a 2.4% growth 
rate in 2014-15. 
 
On the investment side, New dwelling investment was solid in 2015-16, rising at a rate of 11.1%, 
up from a 6.4% rise in 2014-15. A key driver of growth has been the strong surge in apartment 
building in the middle of Melbourne boosted by large-scale foreign investment in the residential 
property market. The ANZ and the Property Council recently estimated that more than 30% of all 
residential property sales were made to foreign investors in the year to June 2016 (ANZ-Property 
Council Survey, July 2016). 
 
Private business investment in Victoria weakened in 2015-16, recording growth of just 1.5% 
following stronger rises in the previous two years. Plant and equipment investment remained 
subdued over the year (+3.4%) reflecting pressures on the state’s manufacturing base. Weakness 
was also evident in non-residential construction investment which turned down by 2.6% in 2015-
16 in line with subdued approvals and soft commercial property investment demand. Engineering 
construction investment drew support from increased spending on utilities and transport 
infrastructure projects, although overall growth was soft at 4.5% over the year. 
 
Government investment grew by 10.1% in 2015-16 following a 2.2% decline in 2014-15 due to a 
strengthening in public-funded infrastructure projects. 
 
Victoria’s exports of goods and services were broadly steady in 2015-16, rising by 0.5% following 
a 4.4% increase in 2014-15. 
 
Looking at the composition and growth of industrial production, 2015-16 highlights the benefits 
of the breadth of Victoria’s industry base (chart 2). The state accounts for around 22% of the 
Australia’s GDP, and has a large services and manufacturing sector relative to national output, as 
well as one of the smallest exposures to the mining sector (see chart 3). The state’s largest 
sector in 2015-16 was financial services (10.7% of GSP), followed by professional services (7.3%) 
and manufacturing (7.2%).  
 
Compared to other states in 2015-16, Victoria’s growth in 2015-16 was driven by the 
construction and financial and insurance services sectors (both contributing +0.6 points to GSP 
growth). NSW had a similar mix of growth drivers – financial and insurance services and 
construction (both contributing +0.6% points). In contrast, the main contribution in Queensland 
and in Western Australia came from mining (+ 0.6% pts +1.9% pts respectively), while in South 
Australia the strongest industry contribution came from public administration and safety (+ 0.4% 
pts) and in Tasmania it came from construction and retail trade (both contributing +0.3% pts). 
 
Data source: ABS National Accounts: State Accounts, 2015-16 
Note: all percentage changes are expressed in real (inflation adjusted) terms 
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