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Australian States Outlook, February 2013 
 

 
Key points 
 
Current economic conditions continue to reflect the lop-sided growth pattern that has been apparent in the 
Australian economy for some time. This reflects the combined effects of the mining investment boom; the 
strong dollar; a legacy of weak productivity growth over the past decade; ongoing risks in the global economy 
associated with the fallout from the global financial crisis and, structurally, as the centre of global activity 
shifts from West to East; the current weak spot in the local residential and commercial construction cycles; 
structural changes in Australian households’ spending patterns; and a reduction in operational and 
investment spending by the Australian federal and state governments. Looking ahead, mining-related 
investment spending is expected to peak at extremely high levels (worth up to 9% of GDP) later in 2013. It will 
then start to ‘subtract’ from the pace of economic growth as investment levels come down from their peak. 
At this point, it will be crucial for other sectors of the economy to be in  position to offset the expected 
decline if Australia is to avoid a ‘growth gap’.  
 
This switch in the national drivers of growth will create new business opportunities, particularly in the 
residential construction sector in New South Wales and Queensland, both of which are estimated to have 
significant levels of pent-up demand for new housing. Queensland and northern NSW will also see a spike in 
construction activity related to flood repair and reconstruction works (funded in part by insurance claims and 
the public sector), in a similar (albeit smaller) manner to the destruction followed by the cyclones that 
occurred in 2011.  By comparison, the 2011 floods took the equivalent of 0.5 percentage points off national 
GDP growth in Q1 2011 (primarily due to disruption to Queensland coal extraction and exports) and added it 
back on in subsequent quarters, as reconstruction and ‘catch-up’ activity occurred. These economic effects 
from the January 2013 floods are not factored into the published forecasts of federal or state treasuries (nor 
of the market-based economic forecasts) cited below. Even apart from this latest flood reconstruction effect, 
Queensland and NSW  are expected to see a sharp rise in housing investment growth over the next couple of 
years due to the low levels of interest rates, greater financial incentives offered by their state governments, 
and a significant build up of unmet demand for residential housing in urban areas. 
 

• The New South Wales economy performed relatively well over the six months to the September 
quarter 2012 (latest data available) in comparison to other mainland states. In particular, the State 
recorded the second highest annual growth rate in state final demand and private capital expenditure 
of any State in the September quarter 2012 (Click here to move to current conditions). More timely 
indicators of economic activity such as business surveys and retail trade and employment data suggest 
that growth slowed somewhat towards the end of 2012. Looking forward, gross state product is 
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expected to pick up gradually to around 3 per cent by 2013/14 (broadly in line with the State’s long-
term average) supported by strong growth in housing investment and a solid pipeline of mining 
investment projects along the east coast (Click here to move to outlook).    

• The Victorian economy weakened noticeably through 2012. State final demand grew by only 1.6 per 
cent over the year to the September quarter 2012, the lowest rate of growth in Victoria in 3 years, and 
the lowest of the mainland states (Current conditions). Household consumption growth (a key driver of 
Victoria’s economy in recent years) has been particularly weak, with growth in the September quarter 
falling to its lowest level since December 2008. Economic activity is expected to only gradually recover 
towards trend or average levels by 2013/14, with low interest rates helping to support growth in 
household spending and housing investment (Outlook).  

• Economic activity fell sharply in Queensland in the September quarter. State final demand declined by 
1.6 per cent in the quarter to be 2.7 per cent higher over the year. This was the lowest annual growth 
rate in Qld since March 2010 (Current conditions). The sharp falls in activity in 2012 were due to cuts in 
public sector investment and employment and reductions in mining sector investment, in line with the 
recent weakening in commodity prices and uncertainty in the international economy. Looking forward, 
however, economic activity is expected to grow solidly over the next couple of years, due primarily to a 
strong rise in coal production volumes and exports, plus the boosting effects of yet another year of 
flood reconstruction activity (Outlook).  

• Economic activity fell sharply in South Australia in the September quarter with state final demand 
falling by 3.2 per cent in the quarter to be 1.8 per cent high over the year – well below the State’s 
average annual growth rate over the past decade (Current conditions). The sharp fall in activity was 
largely due to declines in residential and non-residential building activity, which fell by 11.7 per cent and 
9.2 per cent per annum respectively, plus  a sharp decline in public capital expenditure, which fell by 
44.5 per cent in the quarter (in line with fiscal tightening in the most recent mid-year economic review). 
Looking forward, economic activity is expected to record only modest growth over the next couple of 
years and will probably be  the slowest of any mainland state, reflecting the State’s reliance on 
manufacturing and agriculture, both of which are currently struggling (Outlook). 

• The Western Australian economy is still expanding rapidly due to strong international demand for the 
State’s natural resources. This has led to a surge in mining investment which will in time result in a 
dramatic rise in production and export capacity. State final demand was 9.6 per cent higher over the 
year in the September quarter 2012, mainly driven by strong increases in private capital expenditure 
(Current conditions). Looking forward, economic activity is expected to continue to grow strongly in 
2012/13 before easing back to around 3.5 per cent in 2014/15 due to slower growth rates (albeit at 
much higher levels) in mining investment and international exports (Outlook).   

• The Tasmanian economy is by far the weakest of any state at the moment. Economic activity has 
weakened significantly over the past 6 months, with state final demand declining by 5.7 per cent over 
the year to the September quarter and unemployment rising sharply, to the highest rate in the nation 
(Current conditions). Household consumption fell by 1 per cent in the September quarter to be 3 per 
cent lower over the year; private capital expenditure is now 19 per cent lower over the year; housing 
investment is 12 per cent lower over the year; and building approvals, which provide an indication of 
future housing investment activity, are 17 per cent lower over the year. Looking forward, real gross 
state product is expected to grow by between 0.5 per cent and 1.0 per cent over the next couple of 
years, largely driven by commercial construction activity (Outlook).  
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Table 1. State economic performance, year to the September quarter 2012 
% change p.a. NSW Vic Qld SA WA Tas Australia 

State final demand (real) 2.9 1.6 2.7 1.8 9.6 -5.7 3.7 

Private capital expenditure (real) 4.4 2.1 1.6 2.1 14.5 -19.2 7.0 

Residential building approvals -10.5 0.1 -3.0 -10.2 -0.5 -17.0 -2.9 

Retail turnover  volumes 2.5 1.1 4.6 2.1 8.9 -2.7 3.2 

International exports volumes 5.0 7.0 -1.6 -1.4 8.3 -1.7 4.7 

Employment 0.8 0.7 0.3 -0.8 4.3 -1.4 0.9 

Unemployment rate (%)* 5.1 5.5 6.0 5.6 3.9 6.9 5.3 

Participation rate (%)** 63.4 65.3 66.5 62.5 68.9 60.3 65.2 

Job vacancy rate (%)* 1.2 1.3 1.5 1.4 2.9 1.1 1.6 

Capital city CPI, headline 2.3 1.8 2.0 1.7 2.0 0.7 2.0 

Labour price index  3.5 3.6 3.7 3.6 3.7 3.6 3.7 

Capital city house prices  1.3 -2.3 0.3 -1.1 4.4 -2.2 0.3 

* Per cent of workforce. ** Per cent of adult civilian population. Sources: ABS, various publications  

 
Table 2. State Government forecasts of gross state product 

% change p.a. 2011/12 actual 2012/13f 2013/14f 2014/15f 2015/16f 

NSW 2.4 2.00 2.75 2.75 2.75 

Victoria 2.3 2.00 2.50 2.75 2.75 

Queensland 4.0 3.75 3.50  na na 

South Australia 2.1 1.75 2.50 2.75 2.75 

Western Australia 6.7 6.00 5.00 4.25 4.25 

Tasmania 0.5 1.00 1.25 2.00 2.00 

                    Sources: State Governments, various publications   
 
In addition to official data (from the ABS and other Government sources), Ai Group’s performance indices of 
the manufacturing, services, and construction sectors provide a timely and accurate indication of current 
economic conditions. Our composite indices (Charts 1 and  2) are constructed so that a reading of 50 indicates 
that business activity levels are unchanged, while readings above 50 indicate that activity is expanding and 
readings below 50 indicate that activity is contracting. As of January 2013, our indices for each mainland state 
remained below the critical 50 point level separating expansion from contraction, with conditions in            
New South Wales, Victoria and South Australia showing only tentative signs of improvement. This confirms 
other sources that indicate that conditions facing small-to-medium sized businesses operating outside of the 
mining industry supply chain are particularly tough at present.  
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Chart 1: PMI, PSI and PCI composite indexes, non-mining states (3 month moving average) 

 
 

Chart 2: PMI, PSI and PCI composite indexes, mining states (3 month moving average) 

 
                                                  Source: Ai Group. 
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New South Wales: Current conditions 
 
Economic activity  
 
The New South Wales economy performed relatively well over the six months to the September quarter in 
comparison to other mainland states. In particular, the State recorded the second highest annual growth rate in 
state final demand (2.9 per cent) and private capital expenditure (4.4 per cent) in the September quarter   
(Table 3). International exports volumes have also supported activity, growing at around 5 per cent p.a. over 
the past year (reflecting solid growth in trade with developing countries in the ASEAN and APEC regions) which 
is well above the average level of growth seen over the past decade. While detailed international export data 
for New South Wales is not publically available, the relatively strong growth seen over recent months is likely to 
have at least partly reflected the completion of mining investment projects across the state. 
 
While this is clearly an encouraging sign, the relatively high growth largely reflects particularly strong outcomes 
in the June quarter; state final demand grew by 1.5 per cent (the highest rate of growth seen in two years) 
supported by a 17 per cent rise in business investment spending. More timely indicators such as business 
surveys and retail trade & employment data suggest economic activity is growing slightly below the average 
rate of growth seen over the past three years. Retail sales volumes were 2.5 per cent higher over the year to 
the September quarter, broadly in line with the average rate of growth seen in New South Wales over the past 
three years, while the national accounts measure of household consumption is 2.8 per cent higher over the 
year. The healthy rate of household spending growth is likely to reflect recent cuts in interest rates, which have 
been estimated to have a relatively stronger effect on income levels in New South Wales than in other states 
due to the higher level of house prices and larger average mortgages in and around Sydney. 
 
In current price terms, sales of goods and services fell by 1.6 per cent in the September quarter to be                
1.2 per cent lower over the year, the lowest annual growth rate recorded in NSW in three years. This in part 
reflected a sharp fall in the value of international exports in the quarter (-6.4 per cent), in line with the recent 
declines in commodity prices.   
 

Table 3. New South Wales, current conditions, year to the September quarter 

% change p.a. Decade average,  
2002-11 Dec-11 Mar-12 Jun-12 Sep-12 Ranking *  

State final demand (real) 3.2 1.9 2.0 3.7 2.9 2 

Private capital expenditure (real) 4.7 4.0 -0.4 13.9 4.4 2 

Residential building approvals 1.9 -20.4 -6.9 17.6 -10.5 5 

Retail turnover volumes  2.8 0.2 0.1 4.2 2.5 3 

International export volumes  2.8 5.7 5.2 12.0 5.0 3 

Employment  1.6 0.1 -0.1 1.0 0.8 4 

Unemployment rate (%) 5.3 5.3 5.0 5.1 5.1 2** 

Participation rate (%) 63.1 63.6 63.3 63.3 63.4 4 

Job vacancy rate  - 1.3 1.4 1.2 1.2 5 

Sydney CPI headline  2.8 3.2 1.7 1.3 2.3 1 

Labour price index 3.5 3.9 3.6 3.7 3.5 6 

Sydney house prices 4.0 -3.2 -2.1 -0.9 1.3 2 

     * 1 = the strongest growth rate in the latest period. ** 1 = the lowest unemployment rate in the latest period. Ranking excludes NT              
and ACT. Sources: ABS, various publications 
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Business sentiment and investment  
 
Ai Group’s monthly performance indices provide an indication of developments in business sentiment during 
the December quarter. Our composite index for NSW improved somewhat towards the end of 2012, though it 
remained below the average level seen over the past three years and continues to point to declining activity 
(Chart 3). This is consistent with the NAB Monthly Business Survey, which also shows that business conditions 
have softened in NSW over the course of 2012 and are currently in line with the national average.  
 

Chart 3: PMI, PSI and PCI composite indexes, New South Wales (3 month moving average)  

 
                                    Source: Ai Group  
 
Private investment (private sector new capital expenditure) was 4.4 per cent higher in the year to September 
quarter 2012, to be broadly in line with the average rate of growth for NSW over the past decade (Table 3). 
Growth was supported by a particularly strong rise in investment spending during the June quarter which 
reflected a sharp spike in (mining-related) engineering construction. Machinery and equipment investment 
remains modest, growing by 1.9 per cent in the September quarter to be only 0.1 per cent higher over the year.  
Indicators of housing construction activity in NSW have yet to show any solid sign of recovery. Private housing 
investment was 2.0 per cent lower over the year to the September quarter, while residential building approvals, 
which provide a reliable indicator of housing construction six to nine months into the future, were 10.5 per cent 
lower over the year to the September quarter. Looking through the volatility of the data, however, the level of 
building approvals has remained relatively constant over the past year. The ABS measure of house prices has 
shown some sign of improvement in recent months with annual growth reaching 1.3 per cent in the September 
quarter, the second highest growth rate in the country.  
 
Employment  
 
Labour market conditions have been relatively stable in NSW up to December 2012. The unemployment and 
participation rates have remained around 5.1 per cent and 63.4 per cent respectively over the past six months, 
though jobs growth remains fragile. Employment grew by just 0.3 per cent over the year to the month of 
December. A large number of jobs returned to accommodation and food services, information media and 
telecommunications and in manufacturing in 2012, after suffering falls in employment in the preceding two 
years.  



7 

On the other hand, a large number of jobs have been lost over the past year in public administration and safety, 
construction, and retail trade. The labour price index was 3.5 per cent higher over the year to the September 
quarter in NSW, the slowest rate of growth recorded in the country (Chart 4). Employment growth looks likely 
to moderate further in the near-term in NSW with the job vacancy rate (that is, the number of job ads as a 
proportion of the active labour force) falling in recent months. Newspaper and internet job advertisements in 
NSW were 28 per cent (ANZ Job Ads series) and 12 per cent (SEEK new internet job ads series) lower over the 
year to December respectively.  
 

Chart 4. New South Wales employment growth to Nov 2012, by industry 

 
                                             Source: ABS 6291.055, Labour Force Australia, detailed quarterly (original unadjusted data). 

 
New South Wales: The Outlook 
 
Economic activity  
 
The NSW Treasury and market economists generally expect gross state product to grow by around 2.25 per 
cent in 2012/13 before picking up to 2.75 per cent in 2013/14 (Table 4). The NSW Treasury has revised down its 
forecasts of gross state product since the 2012/13 Budget published in May 2012 and currently expects growth 
to remain below-trend in 2012/13 at 2 per cent before recovering to 2.75 per cent in 2013/14. Deloitte Access 
Economics, which is one of the few private sector economic consultancies that publishes detailed economic 
forecasts at the state level, currently expect similar rates of growth: 2.4 per cent in 2012/13 and 2.8 per cent in 
2013/14. NSW growth in 2013/14 is expected to be supported by a pick-up in housing construction, a solid 
pipeline of mining investment projects and strong international exports growth. International exports are 
expected to grow by 9.1 per cent in 2012/13, reflecting strong demand for non-rural commodities from Asia.  
 
  



8 

Table 4. New South Wales, forecasts 
% change p.a. 2012/13 2013/14 2014/15 2015/16 

NSW Treasury (Dec 2012)     
Gross state product  2.00 2.75 2.75 2.75 

Deloitte Access Economics (Sep 2012)     
Gross state product 2.4 2.8 2.9 2.6 

Private housing investment 3.1 10.9 9.5 8.5 

Private commercial construction  5.7 -1.2 5.5 0.0 

Industrial production  0.8 1.4 1.6 1.8 

Retail turnover   3.5 1.8 2.8 2.9 

International tourist arrivals  -0.5 1.0 2.6 1.7 

International exports  9.1 4.4 1.9 2.9 

                                  Sources: Deloitte Access Economics, Business Outlook, September 2012; NSW Treasury, Half-Yearly Review, 2012/13   
 
Private investment  
 
Housing and engineering construction are expected to be key drivers of growth in NSW over the next couple of 
years. The recovery in housing construction is expected to be under way in 2013/14 and 2014/15, when growth 
is expected to pick up to around 10 per cent. In the meantime, building approvals data point to continued 
weakness in housing construction activity in the short-term (that is, in the first half of 2013). While there are 
clearly some downside risks to these forecasts given the continued reluctance of households to borrow and 
invest in new housing in recent years, there are a number of factors that are expected to support housing 
construction growth over the coming years including: tight rental market conditions; historically low interest 
rates; recent incentives introduced by the State Government; and a long period of undersupply that is 
contributing to a rise in pent-up demand.1  
 
Economic activity in 2013 is also expected to be supported by a strong pipeline of engineering construction 
projects and non-rural commodity exports growth. The Bureau of Resource and Energy Economics (BREE) lists 
resource and energy projects for each state at various stages of development i.e. ‘publically announced’; 
‘feasibility stage’ ‘committed’; and ‘completed’. While some uncertainty surrounds the projects that are 
currently in the ‘publically announced’ and ‘feasibility stage’ those projects that have been ‘committed to’ are 
certain to proceed. NSW currently has 16 resource and energy projects at a committed stage that are valued at 
$9.5 billion or 2 per cent of annual GSP. The 10 largest projects that are due to start-up over the next three 
years are shown in Table 5 below. Five of these projects will commence in 2013 and will help boost economic 
activity in areas such as Orange, Singleton, Newcastle and Cessnock. The State also has close to 44 projects 
valued at close to $30 billion that have either been publically announced or are at the feasibility stage.  
 
  

                                                 
1 For more information on the outlook for NSW housing construction activity, please see:  
http://www.aigroup.com.au/economicsresearch/researchnotes  

http://www.aigroup.com.au/economicsresearch/researchnotes
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Table 5. BREE Resource Project List, NSW  

Project Location Type Estimated 
Start Up Resource Cost Estimate  

$m 

Cadia East Orange Expansion 2013 Gold 1900 

Ravensworth North Singleton Expansion 2013 Thermal and semi-soft coal 1360 

Ulan West Mudgee Expansion 2014 Thermal coal 1068 

NCIG export terminal (Newcastle 
Coal Infrastructure Group) (stage 3) Newcastle Expansion 2014 Black coal 1000 

NCIG export terminal (Newcastle 
Coal Infrastructure Group) (stage 2) Newcastle Expansion 2013 Black coal 900 

Boggabri opencut Boggabri Expansion 2014 Thermal coal 500 

Austar underground (stage 3) Cessnock Expansion 2013 Coking (ROM) 250 

NRE No. 1 Colliery (preliminary 
works project) Wollongong Upgrade 2015 Coking coal 122 

Moomba to Sydney 
Moomba (SA) 

to Sydney 
(NSW) 

Expansion 2013 Gas 100 

Woodlawn Retreatment Project Goulburn Redevelopment 2014 Copper, Lead, Zinc 93 

Source: Bureau of Resources and Energy Economics, Resource & Energy Projects, October 2012 
 
Employment 
 
The NSW Treasury and market economists expect employment to grow by around 0.6 per cent in 2012/13 
before picking up to 1.2 per cent in 2013/14. The NSW Treasury has revised down its forecasts for employment 
growth since the 2012/13 Budget (published in May) and currently expects employment growth of just 0.75 per 
cent in 2012/13 and 1.0 per cent in 2013/14. Deloitte Access Economics is currently forecasting slightly slower 
employment growth in 2012/13 and growth of around 1 per cent in 2013/14.  
 
The NSW unemployment rate is expected to remain at around 5.2 per cent in 2013/14 before returning towards 
5.0 per cent in 2014/15. This moderate level of unemployment is expected despite the weak outlook for NSW 
employment growth, due to recent declines in labour force participation (for cyclical, demographic and other 
reasons). Current forecasts by the Department of Education, Employment and Workplace Relations suggest a 
large share of the jobs created in NSW  over the next few years will continue be concentrated in health care and 
social assistance, professional, scientific, technical services, construction, and mining (Chart 5). The Department 
expects NSW manufacturing to lose another 33,000 jobs over the five years to 2016/17.  
 



10 

 
                    Source: Department of Education, Employment and Workplace Relations, The Industry Employment Projections - 2012 Report 

 
 
Victoria: Current conditions  
 
Economic activity  
 
The Victorian economy weakened noticeably through 2012. State final demand was only 1.6 per cent higher 
over the year to the September quarter, the lowest rate of growth recorded in Victoria in 3 years, and the 
lowest of all mainland states (Table 6). Economic activity in Victoria has been supported by modest though 
sustained growth in household consumption spending and strong exports growth. International exports 
volumes grew by 7 per cent p.a. in the September quarter 2012, reflecting solid growth in trade with developing 
countries in the ASEAN and APEC regions (unfortunately detailed international export data for Victoria is not 
publically available). Household consumption has continued to moderate in Victoria and in the September 
quarter recorded its lowest quarterly growth rate since December 2008. Retail turnover was only 1.1 per cent 
higher over the year in the September quarter, the lowest growth rate of all the mainland states. Private sector 
investment has also been weak reflecting low household and business confidence levels and the downturn in 
the residential housing construction cycle. In current price terms, sales of goods and services were 1.5 per cent 
higher over the year to the September quarter, broadly in line with growth in the volume of state final demand.  
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Chart 5. Expected employment growth by industry, NSW, 2011/12 to 2016/17 
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Table 6. Victoria, current conditions, year to the September quarter 

 % change p.a. 2011/12 Dec-11 Mar-12 Jun-12 Sep-12 Ranking *  

State final demand (real) 3.9 2.6 3.5 2.1 1.6 5 

Private capital expenditure (real) 5.7 -3.5 2.4 1.8 2.1 4 

Residential building approvals 4.7 -24.6 -14.3 9.7 0.1 1 

Retail turnover  3.6 0.5 3.3 0.8 1.1 5 

International exports  -0.5 5.1 8.2 8.2 7.0 2 

Employment  2.3 0.8 -0.5 0.9 0.7 5 

Unemployment rate (%) 5.3 5.3 5.5 5.4 5.5 3** 

Participation rate (%) 64.5 65.5 65.0 65.6 65.3 3 

Job vacancy rate - 1.3 1.4 1.1 1.3 4 

Melbourne CPI headline  2.8 3.1 1.4 1.2 1.8 4 

Labour price index (% p.a.) 3.6 3.8 3.6 3.7 3.6 4 

Melbourne house prices (% p.a.) 8.1 -5.6 -5.3 -4.4 -2.3 6 

                 * 1 = the strongest growth rate in the latest period. ** 1 = the lowest unemployment rate in the latest period.  
                 Ranking excludes NT and ACT. Sources: ABS, various publications 
 
Business sentiment and investment 
 
Ai Group’s monthly performance indices provide an indication of developments in business sentiment     
during the December quarter. Our composite index improved somewhat towards the end of 2012, though it 
remains below the average level seen over the past three years and continues to point to declining activity 
levels (Chart 6). This is consistent with the NAB business survey which shows that business conditions have 
softened over the course of 2012 and below the average level over the past three years.   
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Chart 6: PMI, PSI and PCI composite indexes, Victoria (3 month moving average) 

                                Source: Ai Group  
 
Private investment (capital expenditure) was only 2.1 per cent higher over the year to the September quarter, 
well below the decade average of 5.7 per cent (Table 6). Investment spending has been weighed down by a 
sharp fall in housing investment which was 3.6 per cent lower over the year to the September quarter.    
Building approvals point to a further period of weakness in the Victorian housing market, having recorded 
negligible growth over the year to the September quarter. House prices were 2.3 per cent lower over the year 
to the September quarter, the largest decline recorded across the mainland states. On the other hand,           
non-dwelling construction and engineering construction have recorded solid growth over recent months. 
Despite declining in the September quarter, non-dwelling construction was 13.7 per cent higher over the year, 
while engineering construction is 7.5 per cent higher over the year. Non-dwelling construction has been 
supported by a pipeline of projects including the $1.3 billion development at 5 Collins St and the                        
$1.2 construction of the old Carlton United Breweries site on the corner of Swanston and Victoria St.    
 
Employment 
 
Labour market conditions remain soft. Employment levels are 0.9 per cent higher over the year to the month of 
December which is well below the decade average and the unemployment rate has risen to 5.5 per cent.       
Over the year to November, Victoria lost jobs in construction, manufacturing, and administrative and support 
services though gained jobs in the professional, scientific and technical services, retail trade, and education and 
training sub-sectors (Chart 7). The labour price index was 3.6 per cent higher over the year to the September 
quarter. Employment growth looks likely to moderate further in the near-term with the job vacancy rate 
remaining broadly unchanged over the past six months and newspaper & internet job advertisements                
35 per cent and 14 per cent lower over the year to December respectively. 
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Chart 7. Victoria employment growth to Nov 2012, by industry 

 
                                                       Source: ABS 6291.055, Labour Force Australia, detailed quarterly (original unadjusted data). 

 
Victoria: The outlook  
 
Economic activity  
 
The Victorian Treasury and market economists generally expected gross state product to grow by around      
2.00 per cent in 2012/13 before picking up to 2.50 per cent in 2013/14 (Table 6). The Victorian Treasury has 
revised down its forecasts of gross state product by 0.25 percentage points since the 2012/13 Budget.      
Deloitte Access Economics, which is one of the few economic agencies that produce detailed economic 
forecasts at the state level, currently expect similar rates of growth - 2.0 per cent in 2012/13 and 2.7 per cent in 
2013/14. In both cases, growth is expected to be supported by a rise in housing market activity and household 
spending levels in response to lower interest rates and an improvement in domestic and international 
conditions. Growth is, however, expected to be modest relative to the rates seen over the past decade.  
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Table 6. Victoria, forecasts 
% change p.a. 2012/13 2013/14 2014/15 2015/16 

Victorian Treasury (Dec 2012)      
Gross state product  2.00 2.50 2.75 2.75 

Deloitte Access Economics (Sep 2012)     
Gross state product 2.0 2.7 2.8 2.8 

Private housing investment -7.1 3.8 3.2 4.1 

Private commercial construction  8.7 -0.5 2.2 -1.4 

Industrial production  0.8 1.4 1.3 1.7 

Retail turnover   1.9 2.7 3.4 3.8 

International tourist arrivals  0.4 3.5 5.9 5.5 

International exports -3.3 -2.6 3.8 4.5 

                                  Sources: Deloitte Access Economics, Business Outlook, September 2012; Victorian Treasury, Budget Update, 2012/13 
 

Private investment  
 
Private investment spending is expected to record only modest growth over the next few years in Victoria. In 
line with the recent weakness in residential building approvals, housing investment is expected to decline by 
7.1 per cent in 2012/13 before remaining broadly unchanged in the following two years. Residential 
construction activity is expected to be strongest in the designated urban development areas across Victoria 
including Hume and Whittlesea.2 Commercial construction is expected to record solid growth in 2012/13 of 8.7 
per cent though the pipeline of projects points to modest growth in 2013/14 and 2014/15. In addition, to the 
development at 5 Collins St and the old Carlton United Breweries mentioned above, developments at Bourke St 
junction and an upgrade of the Epping wholesale fruit, vegetable, flower and fish markets are expected to help 
support construction activity. Growth in engineering construction is expected to be relatively modest compared 
to other mainland states due to a lack of resource-related projects.    
    
Employment 
 
The Victorian Treasury has revised down its forecasts for employment since the 2012/13 Budget published in 
May and currently expects growth of 0.75 per cent in 2012/13 and 1.0 per cent in 2013/14. Deloitte Access 
Economics currently expects slightly slower employment growth in 2012/13 and growth of around 1 per cent in 
2013/14. The unemployment rate is expected to peak at around 5.7 per cent in 2013/14. The Department of 
Education, Employment and Workplace Relations produced detailed labour market forecasts by state which can 
be used to gauge the future growth areas of the Victorian labour market. On this basis, a large share of the jobs 
created in Victoria over the next few years will be in health care and social assistance, construction, and 
professional, scientific, technical services (Chart 8). Manufacturing on the other hand is forecast to lose close to 
33,000 jobs over the next few years to 2016/17.  
 
 
 
 
 

                                                 
2 For more information on Victoria’s urban growth areas, please see: http://www.aigroup.com.au/economicsresearch/researchnotes 

http://www.aigroup.com.au/economicsresearch/researchnotes
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                        Source: Department of Education, Employment and Workplace Relations, The Industry Employment Projections - 2012 Report 
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  Chart 8. Expected employment growth by industry, VIC, 2011/12 to 2016/17 
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Queensland: Current conditions 
 
Economic activity 
 
Economic activity fell sharply in the September quarter. State final demand declined by 1.6 per cent in the 
quarter to be 2.7 per cent high over the year, the lowest annual growth rate recorded since March 2010 
(Table 7). The sharp fall in activity was due to declines in both private and public investment, in line with the 
Government’s commitment to return the State budget to balance, and reductions in mining sector investment 
in line with recent weakening in commodity prices and uncertainty in the international economy.  
 
Unfortunately, the strong growth in mining investment spending that has been seen over recent years has not 
yet led to strong pick up in international exports to help offset the recent weakness in private and public 
building levels. International export volumes declined by 4.2 per cent in the September quarter 2012 after 
recording growth that was only broadly in line with the average rate seen over the past decade. The slowing 
in activity and increase in the unemployment rate have yet to have a noticeable impact on household 
spending measures. The national accounts measure of household consumption spending rose 0.7 per cent in 
the September quarter to be 4.2 per cent higher over the year, while retail turnover volumes also recorded 
solid growth in the September quarter of 4.6 per cent which is in line with average rate of growth seen over 
the past decade. 
 
In current price terms, sales of goods and services were by 1.7 per cent higher over the year to the September 
quarter. The relatively low growth in the value of sales partly reflects a sharp fall in the value of international 
exports in the quarter, which are 22 per cent lower over the year to the September quarter in line with the 
recent falls in commodity prices.       
 

Table 7. Queensland, current conditions, year to the September quarter  

 % change p.a. Decade average. 
2002-11 Dec-11 Mar-12 Jun-12 Sep-12 Ranking *  

State final demand (real) 5.7 9.4 8.0 8.1 2.7 3 

Private capital expenditure (real) 9.9 36.4 22.3 17.5 1.6 5 

Residential building approvals  3.7 -15.1 3.6 3.5 -4.2 3 

Retail turnover volumes 4.6 2.0 4.3 5.7 4.6 2 

International export volumes 3.7 -15.1 3.6 3.5 -4.2 6 

Employment  3.2 1.0 1.7 0.6 0.3 3 

Unemployment rate (%) 5.3 5.5 5.5 5.4 6.0 5** 

Participation rate (%) 66.5 67.3 67.1 66.5 66.5 2 

Job vacancy rate (%) 1.4 1.9 1.5 1.8 1.5 2 

Brisbane CPI headline 2.9 3.0 1.6 1.2 2.0 3 

Labour price index (% p.a.) 3.6 3.8 3.7 3.8 3.7 1 

Brisbane house prices  9.3 -5.4 -3.7 -3.0 0.3 3 

      * 1 = the strongest growth rate in the latest period. ** 1 = the lowest unemployment rate in the latest period.   
      Ranking excludes NT and ACT. Sources: ABS, various publications 
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Business sentiment and investment 
 
Ai Group’s monthly performance indices provide an indication of developments in business sentiment during 
the December quarter. Our composite index shown in Chart 9 below remains below the average level seen 
over the past three years and continues to point to declining activity levels. This is consistent with the NAB 
business survey which shows that business conditions have softened over the course of 2012 and are 
currently below the average level over the past three years. 
 

Chart 9: PMI, PSI and PCI composite indexes, Queensland (3 month moving average)  

 
                                    Source: Ai Group  

Private investment declined by 3.4 per cent in the September quarter to be only 1.6 per cent higher over the 
year, the lowest rate of growth since September 2010. The sharp fall in private investment reflected a           
5.8 per cent fall in new engineering construction, following phenomenal growth over the past 12 to 18 
months, and a 15 per cent drop in dwelling construction. Building approvals (which provides an accurate 
indicator of building activity 6 to 9 months into the future) also fell sharply in the September quarter with 
year-ended growth falling to 4.2 per cent. This points to a further weakness in housing construction activity.  

Public spending also recorded a sharp fall in the September quarter. Public final demand, which includes 
consumption and investment spending by state and local governments, fell by 4.5 per cent in the quarter 
reflecting a substantial fall in public gross fixed capital formation of close to 10.9 per cent, in line with the 
infrastructure expenditure announced in the 2012/13 budget. Public consumption expenditure also reduced 
in the quarter, falling by 1.8 per cent.  
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Employment 
 
Labour market conditions have deteriorated recently after remaining relatively stable during the first half of 
the year. For example, the unemployment rate has risen 0.8 percentage points over the second half of the 
year to 6.2 per cent in line with slowing employment growth (0.4 per cent lower over the year to the month of 
December). During the year to November, Queensland lost the largest number of jobs in electricity, gas, water 
& water services, administrative & support services, public administration & safety, and agriculture, forestry 
and fishing (Chart 10). Employment growth looks likely to moderate further in the near-term with the job 
vacancy rate falling back over the past six months and newspaper & internet job advertisements 26 per cent 
and 27 per cent lower over the year to December respectively. 
 
 

Chart 10. Queensland employment growth to Nov 2012, by industry 

 
                                                       Source: ABS 6291.055, Labour Force Australia, detailed quarterly (original unadjusted data). 

 
Queensland: The outlook  
 
Economic activity  
 
The Queensland Treasury and market economists generally expected gross state product to grow by around 
4.00 per cent in 2012/13 (Table 8). The Queensland Treasury has revised down its forecasts of gross state 
product since the 2012/13 Budget published in May 2012 and currently expects growth of 3.75 per cent in 
2012/13 and 3.5 per cent in 2013/14. Deloitte Access Economics, which is one of the few economic agencies 
that produce detailed economic forecasts at the state level, currently expect growth of 4.0 per cent in 2012/13 
and 4.7 per cent in 2013/14. In both cases, growth is expected to be driven by a strong rise in commercial 
construction and international exports.  
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Table 8. Queensland, forecasts 

% change p.a. 2012/13 2013/14 2014/15 2015/16 

Queensland Treasury & Trade (Dec 2012)     
Gross state product  3.75 3.5 - - 

Deloitte Access Economics (Sep 2012)     
Gross state product 4.0 4.7 4.4 4.3 

Private housing investment 4.0 13.2 9.3 8.8 

Private commercial construction  10.4 0.5 0.0 -4.6 

Industrial production  3.9 5.7 4.8 4.3 

Retail turnover   4.0 2.5 3.1 4.3 

International tourist arrivals  4.3 4.6 4.3 3.8 

International exports  16.5 12.6 5.4 4.5 

                Sources: Deloitte Access Economics, Business Outlook, September 2012; Queensland Treasury & Trade, Mid Year               
F          Fiscal and Economic Review, 2012/13 

 

Private investment 
 
Housing construction and resource projects are expected to be key drivers of growth over the next couple of 
years. The recovery in housing investment is expected to be fully seen in 2013/14 and 2014/15, when growth is 
expected to pick-up to close to 10 per cent. These forecasts are underpinned by the availability of generous 
housing grants, low duties and development costs, a rising level of unmet demand, and solid income growth 
stemming from growth in the mining sector. Economic activity is also expected to be supported by a strong 
pipeline of engineering construction projects and non-rural commodity exports growth.  
 
The Bureau of Resource and Energy Economics (BREE) lists resource and energy projects for each state at 
various stages of development – ‘publically announced’; ‘feasibility stage’ ‘committed’; and ‘completed’. While 
some uncertainty surrounds the projects that are currently in the ‘publically announced’ and ‘feasibility stage’ 
those projects that have been ‘committed to’ are certain to proceed. Queensland currently has 22 resource and 
energy projects at a committed stage valued at $78 billion or 28 per cent of annual GSP. The 10 most expensive 
projects that are due to start-up over the next three years are shown in Table 9 below. Five of these projects 
will commence in 2013 which will help boost economic activity in areas such as Gladstone, Mackay, and 
Emerald. The State also has close to 103 projects valued at close to $150 billion that have either been publically 
announced or are at the feasibility stage.  
 
Growth in international tourist arrivals is expected to continue though at a slower pace over the next couple of 
years due to the high level of the dollar. Over the recent years, short-term residential departures have 
outstripped growth in short-term visitor arrivals, which has hindered growth in both retail trade and household 
consumption spending (Chart 11).  
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Table 9. BREE Resource Project List, Queensland 

Project Location Type Estimated 
Start Up Resource Cost 

Estimate $m 

Queensland Curtis LNG project Gladstone new project 2014 LNG 19800 

Gladstone LNG Gladstone new project 2015 LNG 18000 

Hay Point Coal Terminal (phase 3) Mackay Expansion 2014 Black coal 2710 

Wiggins Island Coal Terminal (stage 1) Gladstone New project 2014 Black coal 2400 

Kestrel Emerald Expansion 2013 Coking coal 1942 

Caval Ridge Moranbah New Project 2014 Coking coal 1870 

Grosvenor underground Moranbah New Project 2013 Coking coal 1650 

Daunia Moranbah New Project 2013 Coking coal 1553 

Wiggins Island rail project Gladstone New project 2015 Black coal 900 

Broadmeadow (mine life extension) Moranbah Expansion 2013 Coking coal 874 

           Source: Bureau of Resources and Energy Economics, Resources and energy major projects – October 2012 
 
 

Chart 11: Short-term arrivals and departures 

 
                                              Source: ABS, Overseas Arrivals and Departures, Australia, Nov 2012  
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Employment 
 
The Queensland Treasury and market economists generally expected employment to grow by around 0.4 per 
cent in 2012/13 before picking up to 2.0 per cent in 2013/14. The Queensland Treasury has revised down its 
forecasts for employment since the 2012/13 Budget published in May 2012 and currently expects growth of 
0.25 per cent in 2012/13 and 2.25 per cent in 2013/14. Deloitte Access Economics’ is currently forecasting 
slightly slower employment growth in 2012/13 and growth of around 1.9 per cent in 2013/14. The 
unemployment rate is expected to remain around 6.0 per cent in 2013/14.  
 
The Department of Education, Employment and Workplace Relations produce detailed labour market forecasts 
by state which can be used to gauge the future growth areas of the Queensland labour market. On this basis, a 
large share of the jobs created in Queensland over the next five years will be in Health Care and Social 
Assistance, Construction, and Mining (Chart 12). Manufacturing on the other hand is forecast to lose close to 
7,000 jobs over the next few years to 2016/17.  

 Source: Department of Education, Employment and Workplace Relations, The Industry Employment Projections - 2012 Report 
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Chart 12: Expected employment growth by industry, QLD, 2011/12 to 2016/17 
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South Australia: Current conditions  
 
Economic activity  
 
Economic activity fell sharply in the September quarter with state final demand falling by 3.2 per cent in the 
quarter to be 1.8 per cent high over the year, well below the average growth rate seen over the past decade 
(Table 9). The sharp fall in activity was largely due to declines in residential and non-residential building, 
which fell by 11.7 per cent and 9.2 per cent respectively. The fall in activity seen in the September quarter was 
also due to a sharp decline in public capital expenditure, which declined by 44.5 per cent in line with 
announcements of fiscal tightening in the most recent mid-year economic review. Growth in household 
spending levels is also at low levels relative to the decade average and other states; the national accounts 
measure of household consumption spending rose 0.6 per cent in the September quarter to be 2.4 per cent 
higher over the year, while retail turnover volumes are similarly 2.1 per cent higher over the year to the 
September quarter. International export volumes have been in decline for much of the year and were 1.4 per 
cent lower over the year to the September quarter, the second lowest growth rate recorded by the Australian 
states.  
 

Table 9. South Australia, current conditions, year to the September qtr 
 % change p.a. 2011/12 Dec-11 Mar-12 Jun-12 Sep-12 Ranking *  

State final demand (real) 3.6 0.9 3.9 3.8 1.8 4 

Private capital expenditure (real) 5.6 5.2 11.2 -0.4 2.1 3 

Residential building approvals  5.5 -11.8 -13.8 -28.8 -10.2 4 

Retail turnover volumes 3.6 -0.4 0.5 3.1 2.1 4 

International export volumes 2.8 9.2 -2.1 -1.3 -1.4 5 

Employment  1.9 0.8 0.8 -0.4 -0.8 3 

Unemployment rate (%) 5.5 5.2 5.2 5.6 5.6 4** 

Participation rate (%) 62.5 63.3 63.1 63.0 62.5 5 

Job vacancy rate (%) - 1.1 1.3 1.3 1.4 3 

Adelaide CPI headline  3.1 3.6 1.8 1.2 1.7 5 

Labour price index (% p.a.) 3.6 3.4 3.4 3.5 3.6 3 

Adelaide house prices (% p.a.) 8.9 -4.5 -3.7 -1.2 -1.1 4 

                  * 1 = the strongest growth rate in the latest period. ** 1 = the lowest unemployment rate in the latest period.   
                  Ranking excludes NT and ACT. Sources: ABS, various publications 
 
Business sentiment and investment 
 
Ai Group’s monthly performance indices provide an indication of developments in business sentiment during 
the December quarter. Our composite index shown in Chart 13 below remains below the average level seen 
over the past three years and continues to point to declining activity levels. This is consistent with the NAB 
business survey which shows that business conditions have softened over the course of 2012 and are 
currently below the average level over the past three years. 
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Chart 13: PMI, PSI and PCI composite indexes, South Australia 

                        Source: Ai Group  
 
Private capital expenditure declined by 2.5 per cent in the quarter to be 2.1 per cent higher over the year. 
While this well below the decade average for the state, growth is reasonably strong in comparison to other 
mainland states. Investment growth has been supported by engineering construction while machinery and 
equipment investment and residential building have fallen sharply. Housing investment is 15 per cent lower 
over the year, with dwelling approvals, which provide an indication of housing investment levels six to nine 
months into the future, close to 10 per cent lower over the year.  
 
Employment 
 
Labour market conditions have been softening over recent months with employment levels unchanged over 
the year to the month of December. This has translated into a noticeable rise in the unemployment rate to   
5.6 per cent. During the year to November, South Australia lost the largest number of jobs in agriculture, 
forestry, & fishing, finance & insurance services, and wholesale trade, though gained jobs in the health care 
and social assistance and professional, scientific and technical services sub-sectors (Chart 14). Employment 
growth looks likely to moderate further in the near-term with the job vacancy rate broadly unchanged over 
the past six months and newspaper & internet job advertisements 19 per cent and 18 per cent lower over the 
year to December respectively. 
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Chart 14. South Australia employment growth to Nov 2012, by industry 

 
                                                                                          Source: ABS 6291.055, Labour Force Australia, detailed quarterly (original unadjusted data). 
 
South Australia: The outlook 
 
Economic activity  
 
The South Australian Treasury has revised down its forecasts of gross state product since the 2012/13 Budget 
published in May 2012 and currently expects gross state product to grow by 1.75 per cent in 2012/13 before 
picking up to 2.50 per cent in 2013/14 (Table 10). Deloitte Access Economics is currently forecasting slower 
growth rates in both years - 1.0 per cent in 2012/13 and 1.6 per cent in 2013/14. In both cases, growth is 
expected to be supported by a rise in housing market activity and household spending levels in response to 
lower interest rates and an improvement in domestic and international conditions. On the other hand, 
commercial construction is expected to contract in both 2012/13 and 2013/14 before recording only modest 
growth thereafter.  
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Table 10. South Australia, forecasts 

% change p.a. 2012/13 2013/14 2014/15 2015/16 

Department of Treasury and Finance      
Gross state product (MYBR – Dec 2012) 1.75 2.5 2.75 2.75 

Gross state product (Budget – May 2012) 2.75 3.0 3.0 3.25 

Deloitte Access Economics (Sep 2012)     
Gross state product 1.0 1.6 1.8 1.7 

Private housing investment -10.9 6.6 9.2 7.5 

Private commercial construction  -0.7 -2.2 4.6 2.8 

Industrial production  1.1 0.7 1.6 2.3 

Retail turnover   2.3 2.0 2.9 2.6 

International tourist arrivals  1.4 4.7 5.4 4.8 

International exports  -8.9 2.3 -0.7 0.7 

                 Sources: Deloitte Access Economics, Business Outlook, September 2012; Department of Treasury and Finance, Mid-Year Budget                      
R            Review, 2012/13 
 
Private investment 
 
Private investment spending is expected to record only modest growth over the next couple of years in South 
Australia. In line with the recent weakness in residential building approvals, housing investment is expected to 
decline by 10.9 per cent in 2012/13. Commercial construction is expected to decline by 0.7 per cent in 2012/13 
and by 2.2 per cent in 2013/14. Major commercial construction projects currently underway include the Royal 
Adelaide Hospital and the new science precinct at the University of Adelaide. South Australia also has a number 
of engineering construction projects that may be commencing over the next few years. The Bureau of Resource 
and Energy Economics produce a list of resource and energy projects for each state at various stages of 
development – ‘publically announced’; ‘feasibility stage’ ‘committed’; and ‘completed’. While some uncertainty 
surrounds the projects that are currently in the ‘publically announced’ and ‘feasibility stage’ those projects that 
have been ‘committed to’ are certain to proceed. South Australia currently has 2 resource and energy projects 
at a committed stage valued at $298 million or 0.3 per cent of annual GDP (Table 11). The State also has close to 
12 projects valued at close to $14,000 million that have either been publically announced or are at the 
feasibility stage.  
 

Table 11. BREE Resource Project List  

Project Location Type Estimated 
Start Up Resource Cost Estimate 

$m 

Whylla Port Expansion Whyalla Expansion 2013 Iron Ore 200 

Four Mile 550 km N of 
Adelaide new mine 2013 U3O8 98 

                           Sources: Bureau of Resource and Energy Economics, Resources and energy major projects – October 2012 
 
 
Looking further ahead, recent news that the Olympic Dam Project has been cancelled is likely to dramatically 
lower the investment profile by close to $5bn in 2015 and 2016 (Chart 15).   
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Chart 15: SA major project investment pipeline by stages  

 
                                           Source: ANZ, States and Territories Chartbook, Dec 2012. 
Employment 
 
The South Australian Treasury and market economists generally expected employment to grow by around               
0.4 per cent in 2012/13 before picking up to 2.0 per cent in 2013/14. The South Australian Treasury has revised 
down its forecasts for employment since the 2012/13 Budget published in May and currently expects growth of 
0.25 per cent in 2012/13 and by 2.25 per cent in 2013/14. Deloitte Access Economics is currently forecasting 
slightly slower employment growth in 2012/13 and growth of around 1.9 per cent in 2013/14.                            
The unemployment rate is expected to peak at around 5.9 per cent in 2013/14. The Department of Education, 
Employment and Workplace Relations produced detailed labour market forecasts by state which can be used to 
gauge the future growth areas of the South Australia labour market. On this basis, a large share of the jobs 
created in South Australia over the next few years will be in health care and social assistance, construction, and 
mining (Chart 16). Manufacturing on the other hand is forecast to lose close to 7,000 jobs over the next few 
years to 2016/17.   
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                        Source: Department of Education, Employment and Workplace Relations, The Industry Employment Projections - 2012 Report 
                 
 
Western Australia: Current conditions 
 
Economic activity 
 
Economic activity is expanding at a rapid pace in Western Australia due to strong international demand for the 
State’s natural resources. This has led to a surge in mining investment which will in time result in a dramatic rise 
in production and export capacity. State final demand was 9.6 per cent higher over the year in the September 
quarter, driven by strong increases in private capital expenditure (Table 11). This expenditure growth is yet to 
fully translate into commensurate growth in production and exports levels. This partly reflects the high import 
intensity of mining investments and the time taken for mining investments to translate into increased 
production capacity. Strong employment and wages growth has supported household incomes and household 
consumption which grew by 2.4 per cent in the September quarter to be 6.9 per cent higher over the year. 
Retail volumes were also 9 per cent higher over the year to the September quarter 2012, the strongest growth 
rate nationally. In current price terms, sales of goods and services were 3.5 per cent higher over the year to the 
September quarter. The relatively low rate of growth in part reflects a sharp fall in the value of international 
exports, which fell by 7.0 per cent in the quarter to be 11.4 per cent lower over the year.      
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 Chart 16: Expected employment growth by industry, South Australia, 2011/12 to 2016/17 
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Table 11. Western Australia, current conditions, year to the September quarter 

% change p.a. 2011/12 Dec-11 Mar-12 Jun-12 Sep-12 Ranking *  

State final demand (real) 4.7 9.8 14.9 15.5 9.6 1 

Private capital expenditure (real) 13.1 17.8 29.0 26.6 14.5 1 

Residential building approvals  4.2 -16.5 1.3 -18.4 -0.5 2 

Retail turnover  4.9 8.6 9.2 10.2 8.9 1 

International exports volumes 4.3 2.0 2.9 9.6 8.3 1 

Employment 3.0 2.6 5.0 4.6 4.3 1 

Unemployment rate (%) 4.5 4.2 4.0 3.7 3.9 1 

Participation rate (%) 67.6 68.1 69.0 69.0 68.9 1 

Job vacancy rate - 2.6 2.5 2.4 2.9 1 

Perth CPI headline 3.1 2.9 1.9 1.1 2.0 2 

Labour price index (% p.a.) 3.7 3.8 3.7 3.8 3.7 1 

Perth house prices (% p.a.) 11.2 -4.1 -2.3 2.0 4.4 1 
 

      * 1 = the strongest growth rate in the latest period. ** 1 = the lowest unemployment rate in the latest period.   
      Ranking excludes NT and ACT. Sources: ABS, various sources 
 
Business sentiment and investment 
 
Ai Group’s monthly performance indices provide an indication of developments in business sentiment during 
the December quarter. Our composite index shown in Chart 17 below remains below the average level seen 
over the past three years and continues to point to declining activity levels. This is consistent with the NAB 
business survey which shows that business conditions have softened over the course of 2012 and are 
currently below the average level over the past three years. 

 
Chart 17: PMI, PSI and PCI composite indexes, Western Australia 

 
                                   Source: Ai Group  
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Employment 
 
Labour market conditions remain very strong. Employment grew by 4.9 per cent over the year to the month of 
December, with the unemployment rate at 4.3 per cent. During the year to November, Western Australia 
gained a total of about 58,800 new jobs, across a wide range of sub-sectors including retail trade, utilities, 
administrative and support services and mining (Chart 18). This was partly offset by modest employment 
declines in the wholesale trade and public administration and safety sectors.  
 
 

Chart 18  

 
                                                           Source: ABS and SEEK data cited in ANZ, States and Territories Chartbook, Dec 2012. 

 
 

It is worth noting that WA’s employment data may not fully capture the large number of people working in 
the state on a fly-in fly-out basis (typically in mining and construction) because the labour force survey assigns 
employees to their place of permanent residence, not their place of work. Seek Job Ads data, however, 
suggests some slowing in employment growth over the next 6 months or so (Chart 19). 
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Chart 19. Western Australia employment growth to Nov 2012, by industry 

 
                                             Source: ABS 6291.055, Labour Force Australia, detailed quarterly (original unadjusted data). 

 
Western Australian: The Outlook  
 
Economic activity  
 
The Western Australian Treasury has revised up its forecasts of gross state product since the 2012/13 Budget 
published in May 2012 and currently expects gross state product to grow by around 6.00 per cent in 2012/13 
before easing back to 5.00 per cent in 2013/14 (Table 12). Deloitte Access Economics, which is one of the few 
economic agencies that produce detailed economic forecasts at the state level, is currently forecasting slower 
growth rates in both years – 4.6 per cent in 2012/13 and 3.9 per cent in 2013/14.  
In both cases, growth is expected to be supported by engineering construction activity as well as strong growth 
in international commodity exports.  
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Table 12. West Australia, forecasts 

% change p.a. 2012/13 2013/14 2014/15 2015/16 

Department of Treasury (Dec 2012)     
Gross state product  6.00 5.00 4.25 4.25 

Deloitte Access Economics (Sep 2012)     
Gross state product 4.6 3.9 3.4 3.6 

Private housing investment 8.6 13.9 9.2 8.1 

Private commercial construction  13.5 5.3 -0.5 -4.9 

Industrial production  5.5 5.5 3.8 3.3 

Retail turnover   5.1 2.6 2.9 3.0 

International tourist arrivals  5.7 5.2 3.4 3.2 

International exports  12.5 7.2 5.2 5.5 

               Source: Deloitte Access Economics, Business Outlook, September 2012; Treasury, Mid-Year Review, 2012/13 
 
Private investment 
 
Private investment spending is expected to record very strong growth over the next couple of years.           
Private housing investment is expected to grow by close to 10 per cent in 2012/13 and 2013/14, with 
particularly strong growth seen in towns close to major resource and energy projects, while commercial 
construction is expected to record 13.5 per cent growth in 2012/13. The Bureau of Resource and Energy 
Economics produce a list of resource and energy projects for each state at various stages of development – 
‘publically announced’; ‘feasibility stage’ ‘committed’; and ‘completed’. While some uncertainty surrounds the 
projects that are currently in the ‘publically announced’ and ‘feasibility stage’ those projects that have been 
‘committed to’ are certain to proceed. Western Australia currently has 40 resource and energy projects at a 
committed stage valued at $141 billion or 60 per cent of annual GDP. The 10 most expensive projects that are 
due to start-up over the next three years are shown in Table 13 below.  
 

Table 13. BREE Resource Project List, Western Australia 

Project Location Type Estimated 
Start Up Resource Cost Estimate 

($m) 

Gorgon LNG Barrow Island New 
project 2015 LNG 43000 

Jimblebar mine and rail (WAIO) Pilbara New 
project 2014 Hematite 5180 

Cape Lambert port and rail 
expansion Karratha Expansion 2013 Iron Ore 5166 

NWS North Rankin B Dampier Expansion 2013 Gas 5000 

Solomon Hub (stage I) Pilbara New 
project 2013 Hematite 3100 

WAIO optimisation (port blending 
and rail yards) Port Hedland Expansion 2014 Iron Ore 2500 

Port (55 - 155 Mtpa) Port Hedland Expansion 2013 Iron Ore 2430 

Rail (55 - 155 Mtpa) Pilbara Expansion 2013 Iron Ore 2330 

Nammuldi expansion Pilbara Expansion 2014 Hematite 2140 

                           Source: Bureau of Resource and Energy Economics; Resources and energy major projects – October 2012 
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Five of these projects will commence in 2013 which will help boost economic activity in areas such as Port 
Hedland, Pilbara and Karratha. The State also has close to 90 projects valued at close to $170 billion that have 
either been publically announced or are at the feasibility stage. 
 
Employment 
 
The West Australian Treasury and market economists generally expected employment to grow by around               
3 per cent in 2012/13 before easing back to around 2 per cent in 2013/14. The Western Australian Treasury has 
revised up its forecasts for employment growth in 2012/13 since the 2012/13 Budget published in May.              
In the Half-Yearly Review published in December, the Western Australian treasury reported that the economy is 
expected to grow at 3.25 per cent in 2012/13 and by 2.25 per cent in 2013/14. Deloitte Access Economics’ latest 
forecasts are for slightly slower employment growth in 2012/13 and growth of around 1.9 per cent in 2013/14. 
The Department of Education, Employment and Workplace Relations produced detailed labour market 
forecasts by state which can be used to gauge the future growth areas of the Western Australian labour market. 
On this basis, a large share of the jobs created in WA over the next few years will be in health care and social 
assistance, construction, and mining (Chart 20). Manufacturing on the other hand is forecast to lose close to 
3,000 jobs over the next few years to 2016/17.  
 

 
                             Source: Department of Education, Employment and Workplace Relations, The Industry Employment Projections - 2012 Report 
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 Chart 20: Expected employment growth by industry, Western Australia, 2011/12 to 2016/17 
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Tasmania: Current conditions 
 
Economic activity 
 
Tasmania’s economy is by far the weakest of any state at present. Economic activity has weakened significantly 
over the past 6 months, with state final demand declining by 5.7 per cent over the year to the September 
quarter (Table 13). Household consumption fell by 1 per cent in the September quarter to be 3 per cent lower 
over the year, and retail turnover volumes are 2.7 per cent lower over the year.  
 

Table 13. Tasmania, current conditions, year to the September quarter  

% change p.a. Decade average, 
2002-11 Dec-11 Mar-12 Jun-12 Sep-12 Ranking *  

State final demand (real) 3.9 0.3 -1.0 -2.5 -5.7 6 

Private capital expenditure (real) 8.1 9.5 -0.1 -6.8 -19.2 6 

Residential building approvals 9.0 -33.1 -23.9 -22.0 -17.0 6 

Retail turnover volumes  3.7 -1.1 1.6 1.0 -2.7 6 

International exports volumes -1.1 -8.9 18.9 -3.8 -1.7 6 

Employment  1.8 -0.1 -2.0 -2.1 -1.4 6 

Unemployment rate (%) ** 6.1 6.0 6.9 7.3 6.9 6 

Participation rate (%) 60.2 60.9 60.7 60.5 60.3 6 

Job vacancy rate (%) - 1.1 0.8 0.9 1.1 6 

Hobart CPI headline  2.8 3.2 2.1 0.8 0.7 3 

Labour price index  3.7 3.3 3.3 3.5 3.6 5 

Hobart house prices  12.1 -4.9 -7.0 -4.6 -2.2 5 

         * 1 = the strongest growth rate in the latest period. ** 1 = the lowest unemployment rate in the latest period.   
         Ranking excludes NT and ACT. Sources: ABS, various publications 
 
Private investment and employment  
 
Private capital expenditure is now 19 per cent lower over the year to the September quarter; housing 
investment is 12 per cent lower over the year; and building approvals, which provide an indication of future 
housing investment activity, are 17 per cent lower over the year. Unsurprisingly, labour market conditions have 
weakened significantly in Tasmania. Employment was 1.4 per cent lower over the year to the month of 
December, which has translated to an increase in the unemployment rate of 6.9 per cent. During the year to 
November, Tasmania lost 3,800 jobs in total, with the largest number of jobs lost in the retail trade, 
construction, and accommodation and food services. The health care and social assistance sector created the 
greatest number of jobs over this period (Chart 21). The labour price index was 3.6 per cent higher over the year 
to the September quarter. Employment growth looks likely to moderate further in the near-term with the job 
vacancy rate remaining broadly unchanged over the past six months and newspaper & internet job 
advertisements 27 per cent lower over the year to December. 
   

 
 
 
 
 
 



34 

Chart 21. Tasmania employment growth to Nov 2012, by industry 

 
                                              Source: ABS 6291.055, Labour Force Australia, detailed quarterly (original unadjusted data). 

 
Tasmania: The outlook - Economic activity 
 
The Tasmanian Treasury has revised down its forecasts of gross state product since the 2012/13 Budget 
published in May 2012 and currently expects gross state product to grow by 1.00 per cent in 2012/13 and      
1.25 per cent in 2013/14 (Table 14). Deloitte Access Economics, which is one of the few economic agencies that 
produce detailed economic forecasts at the state level, is currently forecasting slower growth rates in both 
years - 0.5 per cent in 2012/13 and 1.1 per cent in 2013/14. In both cases, Commercial construction is expected 
to be the primary driver of Tasmania’s economic growth in 2012/13. Investment expenditure is expected to be 
supported by some major investment projects including the Hydro Tasmania’s $400 million Musselroe wind 
farm and major dairy-related investments which are expected to get underway in 2012/13. 

 
Table 14. Tasmania, forecasts 

% change p.a. 2012/13 2013/14 2014/15 2015/16 

Department of Treasury & Finance (Dec 2012)     
Gross State Product 1.00 1.25 2.00 2.00 

Deloitte Access Economics (Sep 2012)     
Gross state product 0.5 1.1 2.5 2.3 

Private housing investment -13.9 3.1 5.9 6.0 

Private commercial construction  6.7 -6.6 7.8 0.0 

Industrial production  -3.3 1.0 1.6 1.5 

Retail turnover   1.3 2.1 2.0 2.1 

International tourist arrivals  -4.6 1.9 4.8 4.1 

International exports  -9.8 -2.1 3.4 3.3 

                     Source: Deloitte Access Economics, Business Outlook, September 2012; Tasmanian Treasury, Mid-Year Review, 2012/13  
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Private investment 
 
Business investment spending is expected to record only modest growth over the next few years in Tasmania.   
In line with the recent weakness in residential building approvals, housing investment is expected to decline by 
13.9 per cent in 2012/13 before recording only modest growth in 2013/14. Commercial construction is 
expected to be broadly flat over the next two years with solid growth in 2012/13 expected to be offset by a fall 
in construction activity in 2013/14. Major commercial construction projects underway include a redevelopment 
of the Royal Hobart Hospital and the addition of a new medical unit at the Launceston general hospital.  
 
Employment 
 
The Tasmanian Treasury and market economists generally expected employment to decline by around 0.5 per 
cent in 2012/13 before recording growth of around 0.75 per cent in 2013/14. The Tasmanian Treasury has 
revised down its forecasts for employment growth in 2012/13 since the 2012/13 Budget published in May. In 
the Half-Yearly Review published in December, the Tasmanian treasury reported that the economy is expected 
to decline by 0.25 per cent in 2012/13 and by 0.5 per cent in 2013/14. Deloitte Access Economics’ latest 
forecasts are for a stronger decline in 2012/13 and growth of around 1.1 per cent in 2013/14 (Table 14). The 
unemployment rate is expected to peak at around 5.9 per cent in 2013/14. The Department of Education, 
Employment and Workplace Relations produced detailed labour market forecasts by state which can be used to 
gauge the future growth areas of the Tasmanian labour market. On this basis, a large share of the jobs created 
in Tasmania over the next few years will be in Health Care and Social Assistance, construction, and professional, 
scientific and technical services (Chart 22).  

 
                   Source: Department of Education, Employment and Workplace Relations, The Industry Employment Projections - 2012 Report 
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   Chart 22: Expected employment growth by industry, Tasmania, 2011/12 to 2016/17 
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Appendix table: Australian State economies and populations  

 NSW Vic Qld SA WA Tas Australia 

Economy size (2011/12) 
      

GDP 
GSP, real $bn 446.2 322.8 280.6 91.2 236.3 24.3 1,451.1 

% of national GDP 30.7 22.2 19.3 6.3 16.3 1.7 100.0 

Economy structure (2011/12) 
      

% of GDP 

Agriculture, % of GSP 1.5 2.5 2.5 5.8 1.3 7.3 2.3 

Mining, % of GSP 3.2 2.3 10.0 4.7 34.6 1.4 9.3 

Manufacturing, % of GSP 7.7 8.3 7.6 9.3 4.8 9.2 7.7 

Construction, % of GSP 4.9 5.7 8.7 7.0 11.8 6.7 7.4 

Retail, % of GSP 4.1 5.3 5.1 5.0 3.1 5.6 4.4 

Transport, % of GSP 4.7 4.6 5.9 4.7 4.5 6.0 4.9 

Financial services, % of GSP 14.1 12.7 6.2 8.3 3.7 7.9 9.5 

Professional services, % of GSP 7.4 7.9 5.7 4.7 5.3 3.3 6.3 

Public administration, % of GSP 4.4 3.6 5.2 5.4 2.6 6.2 4.9 

Health, % of GSP 6.0 6.5 6.0 6.7 3.9 8.3 5.7 

Education, % of GSP 4.4 5.1 3.9 4.7 2.6 6.2 4.3 

Population size (2011)        

Population, mn 6.958 5.351 4.457 1.593 2.278 0.489 21.727 

% of national total 32.0 24.6 20.5 7.3 10.5 2.2 100.0 

Population structure (2011)        

% female 50.7 50.8 50.4 50.7 45.0 51.0 50.6 

% born outside Australia 31.4 31.4 26.3 26.7 28.2 16.4 30.2 

Median age, years 38 37 36 39 33 40 37 

% aged 65 years and over 14.7 14.2 13.2 16.2 7.1 16.1 14.0 

Households and incomes (2011)        

Number of households (‘000) 2,471.3 1,944.7 1,547.3   619.0  794.2  192.8 7,760.3  

Average persons per household 2.6 2.6 2.6 2.4 2.7 2.4 2.6 

Median weekly household income, $ 1,237 1,216 1,235 1,044 1,415 948 1,234 

Labour market (Dec 2012)        

Employment growth, % p.a. 1.6 1.2 -0.4 0.5 4.7 -1.9 1.3 

Unemployment rate, % 5.1 5.6 6.2 5.8 4.3 7.3 5.4 

Participation rate, % 63.3 65.2 66.0 63.1 69.3 60.2 65.1 

Wages and prices (Dec Qtr 2012)        

Labour price index , % p.a. 3.5 3.6 3.7 3.6 3.7 3.6 3.7 (WPI) 

Capital city headline CPI, % p.a. 2.5 2.1 2.2 2.1 2.1 1.0 2.2 (CPI) 

Sources: ABS various publications.   
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Appendix Chart: Locations of resource and energy projects at the committed stage – Oct 2012 
 
 

 
                             
                          Source: Bureau of Resource and Energy Economics; Resources and energy major projects – October 2012 
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