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2 Economic performance and outlook 

Features 
• Following a weak result in 2014–15, growth in Queensland gross state product (GSP) is 

expected to strengthen to 3½% in 2015–16 and to 4% in 2016–17. Based on the latest 
forecasts from individual state governments, Queensland is expected to record the strongest 
economic growth of all states over the forecast period.  

• This rebound in GSP growth is underpinned by a surge in overseas exports, as liquefied 
natural gas (LNG) production ramps up and drives the value of Queensland exports to almost 
$100 billion by the end of the decade. 

• However, as part of this adjustment, sectors that previously suffered during the resources 
boom are now strengthening. In particular, low interest rates are supporting housing 
construction and the lower A$ is boosting tourism and education exports. 

• In contrast to this robust outlook for Queensland exports, which reflects the benefits of an 
earlier surge in investment, conditions in the global and domestic economies remain subdued.  

• International conditions have weakened over the past year, with forecasts for global 
economic growth progressively downgraded by key international agencies. More importantly 
from a Queensland perspective, prospects for growth in industrial production in the State’s 
major export markets for energy and mineral products have deteriorated further. 

• The more subdued global outlook, combined with strong global supply, has contributed to 
sharp declines in commodity prices, which have not been fully offset by a lower A$. Weaker 
commodity prices have led Queensland coal and base metal producers to cut costs and have 
reduced prospects for new resources sector investment.  

• As has been identified in previous State Budgets, business investment could not be 
sustained at the extraordinary levels recorded during LNG construction and is forecast to fall 
in 2015–16. Consistent with trends nationally, forward indicators also suggest that business 
investment more broadly may take longer to recover than previously expected. 

• While growth in household consumption is expected to recover, it will remain below average, 
tempered by slow wages growth, subdued population growth and soft labour market 
conditions.  

• Low interest rates, solid house price growth and investor interest are driving a sustained 
recovery in dwelling investment, particularly in apartments in inner Brisbane.  

• The trade sector is expected to drive overall economic growth in Queensland in 2015–16 and 
2016–17, with the volume of overseas goods and services exports forecast to grow by 11% 
and 8% respectively, as the LNG projects ramp–up production.  

• Coal export volumes are expected to be largely unchanged in 2015–16, and grow only 
moderately from 2016–17 onwards, as slower growth in industrial production tempers 
demand from China. Base metals export volumes are expected to decline, due to the planned 
closure of a number of mining operations.  

 

25 

 



Budget Strategy and Outlook 2016–17 

 

• The outlook for agricultural exports is mixed, with beef exports to decline as herd numbers 
are rebuilt, while some crop exports are benefitting from expanding overseas markets. 

• Overseas tourism exports are expected to experience substantial growth over the forecast 
period, driven by a combination of the lower A$ exchange rate and the expanding middle 
class in Asian nations.  

• In addition, the Commonwealth Games, to be held on the Gold Coast in April 2018, is 
expected to provide a boost to tourism exports in 2017–18. 

• Overseas education exports are also forecast to grow strongly. As with tourism exports, the 
depreciation in the A$ and rising incomes in Asia, as well as increased demand for higher 
education in developing Asian economies, particularly China and India, are expected to drive 
growth in enrolments. 

• Following a very weak result in 2014–15, headline labour market indicators for Queensland 
have improved in 2015–16, supported by employment gains associated with robust dwelling 
construction activity and the delivery of health and education services by the public and 
private sectors. 

• This has also improved the outlook for unemployment, with the unemployment rate now 
forecast to average 6¼% in both 2015–16 and 2016–17, lower than the 6½% forecast at  
Mid Year Fiscal and Economic Review (MYFER). 

• However, employment growth over the past year has been concentrated in South East 
Queensland, with conditions remaining subdued in regional areas, particularly those with 
significant mining or resource–related construction workforces. 

• The solid headline economic growth in Queensland in 2015–16 and 2016–17 is being driven 
by LNG exports, which tend to be less labour intensive than the broader economy, while 
domestic economic activity remains subdued. This is expected to keep employment growth 
below average, leading to a relatively stable unemployment rate in the short–term. 

• Growth in consumer prices and wages are expected to remain low. 
• Looking further ahead, while economic growth in Queensland is forecast to moderate to 3½% 

in 2017–18, it will still be the strongest growth of any state and importantly this growth will be 
more broad–based, as LNG production plateaus and domestic activity strengthens. 

• These trends are expected to support some improvement in labour market conditions, 
including a fall in the unemployment rate to around 6% by 2017–18.   
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2.1 External environment 

2.1.1 International conditions 

Economic growth of Queensland’s major trading partners is expected to be around 3½% in each 
year to 2020 (see Table 2.1), lower than the average growth of around 4% per annum following 
the Global Financial Crisis (GFC). 

Table 2.1 Queensland’s major trading partners’ economic outlook1 

 Actual Forecasts 

 2015 2016 2017 2018 2019 2020 
Major trading partners 3.6 3½ 3½ 3½ 3½ 3½ 
Non–Japan Asia2 5.1 5 5¼ 5 5 5 

China 6.9 6½ 6¼ 6 5¾ 5¾ 
India3 7.5 7½ 7¾ 7½ 7½ 7½ 

South Korea 2.6 2½ 2¾ 2¾ 2½ 2½ 
Japan 0.5 0½ 0½ 1 1 1 
Europe4 2.0 1¾ 1¾ 1¾ 1¾ 1¾ 

US 2.4 1¾ 2¼ 2¼ 2¼ 2¼ 

Notes: 
1. Annual % change. Decimal point figures indicate an actual outcome. 
2. Includes New Zealand. 
3. India’s growth profile is based on an April to March fiscal year. 
4. Includes United Kingdom. 
Sources: Consensus Economics and Queensland Treasury. 

However, this stable outlook masks substantial downward revisions to the forecasts for industrial 
production among Queensland’s major export markets in Asia since the release of the 2015–16 
MYFER (see Chart 2.1). For instance, Japan’s industrial production in 2016 was forecast to grow 
by 1.9% in December 2015, but by May 2016 was forecast to fall 0.3%. Growth in Korea’s 
industrial production has been downgraded from 2.0% to 0.4% over the same period. 

With more than three quarters of Queensland’s merchandise exports going to Asia, a softer 
outlook for this region is expected to have a material impact on the State’s trade performance, 
particularly exports of key industrial commodities such as coal and base metals. 
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Chart 2.1 Consensus forecasts of industrial production growth for 2016 

 
Note: 
1. India’s growth profile is based on an April to March fiscal year. 

Source: Consensus Economics. 

The weakening in the outlook for industrial production has also occurred in other advanced 
economies such as the United States and the Euro zone. However, the extensive supply 
networks established within Asia mean adverse effects of the downturn are likely to be more 
severe and prolonged in Asia. In particular, intra–regional trade among these economies has 
been adversely affected. Most noticeably, the value of Taiwan’s merchandise exports fell at an 
annual rate of 12.7% in the first ten months of 2015–16, with 9.5 percentage points of this fall due 
to a decline in exports to within the region (see Chart 2.2). Similarly, a decline in exports to within 
Asia contributed 3.3 percentage points to the 3.8% annual decline in the total value of 
merchandise exports from Japan over the period, while 6.1 percentage points out of Korea’s 
11.5% decrease in exports were contributed by trade within Asia. 
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Chart 2.2 Contributions to decline in the value of merchandise exports, by country 

 
Notes: 
1. Emerging Asia is represented by China, Hong Kong and India. 
2. Advanced Asia is represented by Japan, Korea and Taiwan. 
3. South East Asia is represented by Indonesia, Malaysia, the Philippines, Singapore and Thailand. 
4. Between the first ten months of 2015–16 and the first ten months of 2014–15. 

Source: Thomson Reuters. 

Amid the softening in industrial production, and associated decline in intra–regional trade, inflation 
continued to moderate across much of the global economy in 2015–16. Core inflation (which 
excludes volatile items such as food and energy) in Japan slowed to 0.8% in the first ten months 
of 2015–16, compared with 2.0% in the same period a year ago. Core inflation in Taiwan and 
Singapore also moderated to 0.7% (from 1.3%) and -0.1% (from 0.6%) respectively over the 
period. Meanwhile, core inflation was only 0.9% in the European Union. An exception is the 
United States, where core inflation increased 0.3 percentage point to an annual rate of 2.0% in 
the first ten months of 2015–16. 

In response to weakening inflation, central banks around the world continued to ease their 
monetary stances in 2016. This is particularly the case in Asia, where the Bank of Japan adopted 
negative interest rates in late January, while the People’s Bank of China cut the reserve 
requirement ratio for the fifth time in 12 months in late February. The central banks of India, 
Indonesia, Singapore and Taiwan also engaged in monetary easing in recent months. 
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However, the effectiveness of further monetary easing has diminished due to long–term interest 
rates in many Asian countries falling to historically low levels. The 10–Year Japanese government 
bond yield has been negative since late February 2016, while 10–Year Treasury bond yields in 
Korea and Taiwan have fallen around 50 and 40 basis points, to 1.8% and 0.8% respectively, 
since the end of November 2015. 

These developments indicate a softening in demand has been a main driver, if not the most 
important driver, of the current weak growth and inflation outlooks among Queensland’s major 
Asian trading partners. This is consistent with the poor stock market performance in Asia in recent 
months. Share prices in China, Japan and Hong Kong were 20%, 16% and 10% below where 
they were in November 2015, while stock markets in Singapore, Taiwan and Korea recorded 
declines of 6%, 3% and 2% respectively over the period. 

This persistent weakness in demand means that imports of industrial commodities into Asia are 
likely to remain subdued. This implies the recent recovery in industrial commodity prices may not 
be sustained. Although international prices of most industrial commodities remain above their 
levels of 30 November 2015, they have all retreated from their respective recent peaks 
(see Chart 2.3). 

Chart 2.3 Changes in industrial commodity prices since November 2015 

 
Note: 
1. US dollar terms. 
Source: Thomson Reuters. 
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2.1.2 National conditions 

The Australian economy is rebalancing away from resources investment towards broader–based 
growth. An extended period of accommodative monetary policy has been employed to promote 
domestic activity, while unexpectedly weak inflation has prompted the Reserve Bank of Australia 
(RBA) to lower the cash rate further.  

Australian Treasury forecasts gross domestic product (GDP) growth of 2½% for both 2015–16 
and 2016–17, before strengthening to an above–trend 3% in 2017–18 (refer Table 2.2).  

Exports are expected to remain a key driver of GDP growth in coming years, as iron ore and LNG 
projects continue to ramp–up production following the investment phase of the mining boom, and 
services exports such as tourism and education are supported by a lower exchange rate and 
rising demand from Asia. 

Business investment is forecast to decline further over the next two years. The continued 
unwinding of resources investment from unprecedented levels is expected to more than offset 
recovery in non–resources investment until 2017–18, when overall business investment is 
forecast to stabilise. As with Queensland, the pace and timing of the anticipated pick–up in 
national non–resources business investment continues to be a key source of uncertainty for the 
outlook. 

Dwelling investment growth is expected to ease from 2016–17, as a record number of residential 
projects reach completion, while strengthened lending protocols for new borrowers and the 
potential for lower returns constrain investor activity. Australian Treasury considers that strong 
labour market conditions, low interest rates and an easing in the household savings rate are 
expected to continue to support steady growth in household consumption. 

There has been a notable improvement in national labour market conditions, with the employment 
to population ratio continuing to trend upwards from its late–2014 low. Reflecting the national 
increase in part–time jobs in the service sectors and increased female participation, strong growth 
in national employment has been accompanied by fewer hours worked by those who have a job. 

Australian Treasury forecasts solid employment growth to continue, supported by moderate wage 
increases and the transition to more labour–intensive sectors of the economy, such as household 
services. As a result, the unemployment rate is forecast to ease from around 5¾% currently, to 
5½% by June quarter 2017, where it is expected to stay over the remainder of the forecast period. 
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Table 2.2 Australian Treasury national economic forecasts 

 Actual1 Estimate Forecasts Projections 
 2014–15 2015–16 2016–17 2017–18 2018–19 2019–20 

GDP2 2.2 2½ 2½ 3 3 3 
Employment3 1.6 2 1¾ 1¾ 1¼ 1½ 

Unemployment rate4 6.1 5¾ 5½ 5½ 5½ 5½ 
Inflation5  1.5 1¼ 2 2¼ 2½ 2½ 
Population6 1.4  1½ 1½ 1½ 1½ 1½ 

Terms of trade -10.3 -8¾ 1¼ 0 n.a. n.a. 

Notes:  
1. Calculated using original data unless otherwise indicated. 
2. Per cent change on previous year. Chain volume measure (CVM), 2013–14 reference year. 
3. Seasonally adjusted, through–the–year growth rate to the June quarter. 
4. Seasonally adjusted rate for the June quarter. 
5. Through–the–year growth rate to the June quarter. 
6. Through–the–year growth rate to 31 December. 
Source: 2016–17 Australian Government Budget. 

2.1.3 Assumptions 

Forecasts for the Queensland economy are based on a number of assumptions, including the 
RBA’s monetary policy stance, the A$ exchange rate, the crude oil price and seasonal conditions 
over the forecast period: 

• The RBA is assumed to maintain an easing bias in the near–term, before adopting a more 
neutral stance during 2017.  

• The A$ is assumed to be broadly unchanged against the US$ across the forecast period. 
• Crude oil prices are substantially lower than mid–2014, although they have improved 

somewhat from late–2015 lows. Consistent with current pricing of futures markets, it is 
assumed that oil prices will continue to gradually rise over the next few years.  

• According to the Bureau of Meteorology, the El Niño weather event has officially ended, with 
the likelihood of a La Niña forming later in 2016 at around 50%. La Niña weather patterns are 
often, but not always, associated with above average winter–spring rainfall. An improvement 
in seasonal conditions has been factored into the forecasts. 

This chapter ends with a discussion of the risks related to the global economy, financial markets 
and other assumptions driving the Queensland outlook.  
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2.2 Queensland economy 

2.2.1 Summary of conditions and outlook 

Following a weak result in 2014–15, Queensland’s economic growth is forecast to strengthen to 
3½% in 2015–16 and to 4% in 2016–17, before moderating slightly in 2017–18. As a result, 
Queensland’s growth is forecast to be higher than those of other states over the forecast period 
(see Chart 2.4).  

Chart 2.4 Economic growth, by state1 

 
Note: 
1.  CVM, 2013–14 reference year. 2015–16 are estimates; 2016–17 onwards are forecasts. 
Sources: Queensland Treasury and various state budgets and mid–year reviews. 

Household consumption is expected to remain subdued in 2016–17, as slow growth in household 
income more than offsets the impact of low interest rates and rising house prices. As labour 
market conditions continue to improve, consumption growth is forecast to pick–up gradually. 
Underpinned by low interest rates and attractive rental yields for investors, dwelling investment 
has grown strongly, with a large pipeline of medium–to–high density projects expected to support 
activity.  

Weaker commodity prices and a softer global outlook than previously expected are continuing to 
weigh on resources sector investment. With the pick–up in non–resources investment likely to 
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business investment returns to a more sustainable growth path following the historical high of the 
LNG construction phase (see Chart 2.5). 

Table 2.3 outlines the detailed components of GSP for the Actual 2014–15 outcome, the 
Estimated Actual 2015–16 outcome and the 2016–17 and 2017–18 forecast period.  

Table 2.3 Queensland economic forecasts1, by component 
 Actual Est. Act. Forecasts 
 2014–15 2015–16 2016–17 2017–18 

Economic output2 
Household consumption 2.5 2½ 2½ 2¾ 
Private investment -16.1 -11¼ -3¼ 3½ 

Dwelling investment 8.7 14 6¼ 4 
New and used 14.6 16 6¼ 3¼ 
Alterations and additions 1.3 11 6¼ 5¼ 

Business investment -25.0 -23 -10¾ 2¾ 
Non–dwelling construction -33.4 -26½ -18 2¼ 
Machinery and equipment -4.2 -17¼ 0¾ 3 

Private final demand -3.6 -1½ 1 3 
Public final demand -0.5 0¾  2¾ 2¾ 
State final demand -3.0 -1 1½ 3 
Net overseas exports3 2.6 3¼ 2 0¾ 

Overseas exports 7.7 11 8 4½ 
less Overseas imports -5.6 -4¾ -1 2 

Gross state product 0.8 3½ 4 3½ 
Nominal gross state product 2.4 3½ 6 6¾ 

Other economic measures 
Employment 0.3 1¾ 1½ 1¾ 
Unemployment rate4 6.5 6¼ 6¼ 6 
Inflation 1.9 1½ 2 2½ 
Wage Price Index 2.4 2 2¼ 2¾ 
Population 1.2 1¼ 1½ 1½ 

Notes: 
1. Unless otherwise stated, all figures are annual % changes. 
2. CVM, 2013–14 reference year, except nominal GSP. Components not separately reported are other 

investment (cultivated biological resources, intellectual property products and ownership transfer costs), the 
balancing item (including interstate trade and inventories) and the statistical discrepancy. 

3. Goods and services, percentage point contribution to growth in GSP. 
4. Per cent, year–average. 
Sources: ABS 3101.0, 6202.0, 6345.0, 6401.0 and Queensland Treasury. 
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While some strengthening in government spending on key services and infrastructure will help 
state final demand grow moderately in 2016–17, net exports are forecast to remain the major 
contributor to economic growth. Net exports will contribute around 2 percentage points to GSP 
growth, as LNG exports drive strong growth in total exports and falling business investment 
results in lower imports.  

Overall economic growth in 2016–17 has been revised from MYFER, with a weaker outlook for 
private final demand (up 1%), which is only partially offset by stronger expected growth in public 
final demand (2¾%). 

Beyond 2016–17, GSP growth is expected to be more balanced across its major components 
(see Chart 2.5). With population growth in Queensland lower than originally expected, GSP 
growth is expected to ease back to around 3% by 2018–19, below the historical average of 
around 4%. 

Labour market outcomes in 2015–16 have been more solid than previously anticipated, although 
some softening in employment growth is expected in 2016–17. Employment growth is forecast to 
improve modestly from 2017–18, reflecting a gradual pick–up in domestic demand. However, the 
moderation in population growth is expected to constrain employment growth to around 1¾% per 
annum over the remainder of the forecast period. In line with these conditions, Queensland’s 
unemployment rate is forecast to be broadly unchanged in 2016–17 and then improve. 

Chart 2.5 Contributions to growth in Queensland’s gross state product1 

 
Note: 
1. CVM, 2013–14 reference year. 2015–16 are estimates; 2016–17 onwards are forecasts. 
Source: Queensland Treasury. 
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Household consumption 

Growth in household consumption has remained below its historical average since the GFC. The 
impacts of weak household income growth (see Chart 2.6) continue to offset the benefits of 
increased wealth and low interest rates. 

Resource–related employment has fallen and aggregate employment growth has shifted from 
higher wage mining and construction sectors towards the services sector which generally have 
lower average earnings.  

These factors have been only partially offset by the wealth effect of rising house prices over the 
past three years and lower interest rates, which have increased the disposable incomes of debt 
holders. Further, savings rates remain elevated as households continue to rebuild their balance 
sheets in the aftermath of the GFC, imposing an additional constraint on consumption spending. 

Continued strength in the dwelling construction sector, and improving labour market conditions 
from 2017–18, are expected to drive a gradual pick–up in household consumption growth over 
the forecast period. However, the effect of slower migration on population growth is expected to 
keep household consumption growth below its historical average.  

Chart 2.6 Nominal household consumption and employee income, Queensland 

 
Note: 
1. First three quarters of 2015–16 compared to the same period a year earlier. 
Sources: ABS 5206.0 and Queensland Treasury. 
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Dwelling investment 

Supported by sustained low mortgage rates and investor interest, dwelling investment in 
Queensland continues to grow robustly, following growth of 8.7% in 2014–15.  

This growth phase has been predominantly driven by construction of medium–to–high density 
housing (units, townhouses and apartments). Underpinned by strong investor demand, 
particularly in Inner City Brisbane, the Gold Coast and Brisbane South, the number of approvals 
for medium–to–high density dwellings remains elevated, while the improvement in approvals for 
houses has been modest. The substantial amount of construction work still in the pipeline 
underpins the strong forecast growth in dwelling investment in 2015–16 and a further solid result 
in 2016–17 (see Chart 2.7).  

Looking further ahead, the high number of attached dwellings being completed in South East 
Queensland, as well as tighter lending practices, may restrain growth in prices and rents in this 
segment of the market and limit further investment beyond the current pipeline. Further, slower 
population growth and subdued labour market conditions are likely to result in more moderate 
growth in dwelling investment over the medium–term.  

Chart 2.7 Value of work yet to be done by dwelling type, Queensland1 

  
Note: 
1. Nominal, quarterly. 
Source: ABS 8752.0. 
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Business investment 

Business investment continues to adjust from the record levels experienced at the peak of LNG 
construction in 2012–13. The completion of the two remaining LNG projects by the end of 2016, 
along with modest investment outside the resources sector, will result in a fall in business 
investment through to 2016–17 (see Chart 2.8).  

Low prices and moderating demand in the global commodities market are discouraging significant 
new capital expenditure in the resources sector, with market conditions expected to remain 
subdued over the next few years. The level of investment in a small number of committed new 
resource projects is modest compared with the completion of major LNG projects, which had a 
combined capital expenditure in excess of $60 billion.        

Chart 2.8 Non–dwelling construction and work yet to be done, by sector1 

 
Notes: 
1. Nominal, private. Work yet to be done in stacked bar, original. Non–dwelling construction in line, trend. 
2. March quarter 2016 not available. 
Sources: ABS 5206.0, 8752.0 and 8762.0. 

Following strong growth in 2013–14, non–residential building construction (shops, offices, 
factories etc.) has moderated as several large projects reach completion. With domestic 
economic activity expected to remain subdued in the short–term, this will see the spare capacity 
of several industries (particularly commercial office and industrial space) remain relatively high, 
reducing the incentive for investment.  

In contrast, investment in the accommodation and entertainment industries has been increasing 
and is expected to remain elevated over the next few years, supported by strong growth in 
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international tourism. The agricultural sector may also experience investment growth in the 
medium–term, assuming a return to normal seasonal conditions. 

However, the scale of the decline in engineering construction will outweigh any improvement in 
non–residential building construction activity through to 2016–17. Consistent with weaker 
construction activity and an increased focus on lowering costs, particularly within the resources 
sector, expenditure on machinery and equipment is also expected to fall substantially in 2015–16, 
before stabilising in 2016–17. As a result, overall business investment is forecast to continue to 
decline in both 2015–16 and 2016–17.  

As the impact of the LNG investment wind–down passes and non–resources investment recovers 
in line with improving household sector activity, business investment is expected to return to a 
more sustainable growth path from 2017–18 onwards. 

Public final demand 

Public final demand covers spending across Commonwealth, state and local governments on 
consumption and investment. Growth in this component is forecast to remain moderate as 
governments at all levels remain committed to responsible and measured financial management, 
whilst continuing to invest in key services and infrastructure. 

Following slow growth in 2015–16, which partly reflects the completion in 2014–15 of the Legacy 
Way Tunnel at the local government level, public final demand is expected to grow by 2¾% in 
both 2016–17 and 2017–18. 

Overseas exports and imports 

The trade sector is expected to drive overall economic growth in Queensland in 2015–16. The 
volume of overseas goods exports is forecast to grow by 11¾% in 2015–16, driven by the first full 
year of LNG exports, as all three projects ramp–up production. Coal export volumes are 
estimated to be largely unchanged in the year, as demand from China declines due to slower 
industrial production growth. Base metals export volumes are expected to decline in both  
2015–16 and 2016–17, reflecting the anticipated closure of a number of significant projects. Beef 
export volumes are likely to decline in the year due to lower herd numbers, while some crop 
exports are expected to benefit from expanding overseas markets. 

Following several years of strong growth, total coal export volumes are expected to be broadly 
unchanged in 2015–16, having increased by just 0.4% in the first ten months of the year. Lower 
prices received for these exports are expected to result in a decline in the nominal value of coal 
exports in 2015–16. In the first ten months of 2015–16, the unit export price of Queensland’s hard 
coking, semi–soft/PCI and thermal exports have declined by 11.6%, 9.2% and 7.6% respectively 
compared to the same period in the previous year. The fall in A$ unit export price occurred 
despite the A$ depreciating by 14.3% against the US$ over the same period. 

Coal export volumes are forecast to grow moderately from 2016–17 onwards, supported by 
supply growth from new and existing mines (see Chart 2.9). However, China’s industrial 
production growth has slowed to its lowest rate since the GFC, reducing demand for coal imports. 
Further, weak global demand and increased world supply is expected to limit coal price growth. 
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The projections of major coal parameters for mining royalties are shown in Appendix C. 

Chart 2.9 Queensland coal exports1 

 
Note: 
1. 2015–16 are estimates; 2016–17 onwards are forecasts. 
Sources: ABS unpublished trade data and Queensland Treasury. 

Metal exports are forecast to fall in both 2015–16 and 2016–17, reflecting announced production 
cuts, closures of depleted mines such as the Century Zinc and Black Star Open Cut mines and 
the cessation of operations at the Yabulu Nickel refinery. Deterioration in ore grades should see 
copper and lead production gradually decline later in the forecast period. The current low–price 
environment has also resulted in limited investment in new base metals capacity. One exception 
to this is the scheduled commissioning of Rio Tinto’s Amrun bauxite mine in 2019, which is 
expected to more than offset the decline in production from the depleting Weipa mine. 

All three LNG projects on Curtis Island have commenced exporting. Queensland Curtis LNG 
achieved plateau production during 2015–16, while Gladstone LNG (GLNG) and Australia Pacific 
LNG (APLNG) shipped first cargos in October 2015 and January 2016 respectively. With GLNG 
commencing production from its second train in May 2016 and APLNG’s second train expected to 
commence in the second half of 2016,  LNG exports are forecast to drive overall export growth in 
2015–16 and 2016–17 as the projects continue to ramp–up towards full commercial production 
(see Chart 2.10). 
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Chart 2.10 Queensland’s major merchandise exports1 

 
Note: 
1. CVM, 2013–14 reference year. 2015–16 are estimates; 2016–17 onwards are forecasts. 
Sources: Unpublished ABS trade data and Queensland Treasury. 

A shortage of beef supply in the United States and the depreciation of the A$ has resulted in the 
export price of beef increasing by over 30% in the past two years. Beef producers in Queensland 
responded to elevated prices and prevailing drought conditions by selling record numbers of 
cattle. Consequently, the size of the Queensland cattle herd has fallen to its lowest level since 
2003, and beef export volumes have begun to decline in 2016. Beef production and exports are 
expected to continue to fall in 2016–17 and 2017–18, as farmers seek to rebuild herd numbers. 
Additionally, despite the official end of El Niño conditions, lasting effects of the current drought are 
likely to extend the herd rebuilding phase in Queensland compared with the rest of the nation.  

The harvest outcome for the 2015 season suggests sugar exports will continue to grow 
moderately in 2015–16. Queensland’s sugar industry is well developed with limited opportunity for 
increasing land allocation in the near–term, hence growth is expected to remain moderate to the 
end of the forecast period. 

Cotton export volumes are forecast to decline in 2015–16, following a switch from cotton to less 
water intensive crops, such as sorghum, in response to drought. Cotton production and exports 
are expected to recover from 2016–17, as weather conditions improve. 

Other crop exports have grown strongly in 2015–16, driven by chickpea exports, as producers 
took advantage of a temporary production shortfall in India. Sorghum exports have experienced 
significant growth so far in 2015–16, reflecting increased demand from China. 
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Overseas tourism exports are forecast to experience substantial growth in 2015–16. A 
combination of a lower A$ and expanding middle class in Asia are expected to drive growth over 
the forecast period. In addition, the Gold Coast Commonwealth Games, to be held in April 2018, 
is expected to provide a boost to tourism exports in 2017–18. 

Overseas education exports are also forecast to grow strongly in 2015–16. As with tourism 
exports, the depreciation in the A$ and rising incomes in Asia, as well as increased demand for 
higher education in developing Asian economies, particularly China and India, are expected to 
drive growth in enrolments over the forecast period. 

With the high level of LNG–related imports continuing to unwind and a lack of significant new 
capital expenditure outside of LNG, imports of goods are expected to decline in both 2015–16 
and 2016–17, contributing to economic growth in these years. From 2017–18 onwards, overall 
business investment is expected to gradually improve and, together with a forecast strengthening 
in household spending, overseas imports are expected to increase. 

Labour market 

Following a very weak result in 2014–15, headline labour market indicators for Queensland have 
improved in 2015–16, supported by employment gains associated with robust dwelling 
construction activity and the delivery of health and education services by the public and private 
sectors. 

This has also improved the outlook for unemployment, with the unemployment rate now forecast 
to average 6¼% in both 2015–16 and 2016–17, lower than the 6½% forecast at MYFER. 

Employment growth has been concentrated in South East Queensland, with conditions remaining 
weak in many regional areas, particularly those with significant mining or resource–related 
construction workforces.  

As with economic growth more generally, developments in the resources sector are influencing 
Queensland labour market conditions. Several major mining companies announced reductions in 
their workforce and cut unprofitable production in 2015–16. Prospects for new investment in the 
current low–price environment are limited, and employment in the resources sector, including in 
exploration, is likely to fall further in the short–term. 

Industries servicing the resources sector, for example metal manufacturing, are also impacted. 
With LNG projects nearing completion, construction employment is declining. An increase in 
residential building activity (which is somewhat more labour intensive) has only partially offset this 
trend in construction employment.  

Labour demand in regional Queensland is expected to remain soft in the near–term, leading to 
some of those formerly employed in the mining or engineering construction industries needing to 
retrain or relocate to find work elsewhere. The Government has a role to play in helping to 
facilitate this transition. 
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Box 2.1 Jobs Now, Jobs for the Future – Getting 
Queenslanders Back to Work 

In coming to office in early 2015, the Palaszczuk Government identified improving employment 
opportunities for all Queenslanders as its core policy objective to lead Queensland to a 
prosperous future for all. 

The Queensland Government immediately commenced implementation of its $1.6 billion Working 
Queensland package of employment initiatives – to help grow the State’s economy and improve 
opportunities for Queenslanders in the short, medium and longer–term. 

To ensure a cohesive, co–ordinated approach across government, the Government established a 
specific Working Queensland Cabinet Committee of key ministers to oversee implementation of 
the initiatives. A dedicated Employment Policy Unit was also established within Queensland 
Treasury to help drive the ongoing development and implementation of additional employment 
policies and programs across Government. 

Jobs Now, Jobs for the Future 

The Government’s Jobs Now, Jobs for the Future employment plan in the 2015–16 State Budget 
outlined the economic rationale underpinning the Working Queensland initiatives. 

Consistent with the Government’s economic framework outlined in Chapter 1 of this Budget 
paper, the Jobs Now, Jobs for the Future plan outlines how these initiatives will help create 
increased employment opportunities and foster greater participation in the labour market, thereby 
increasing the productive capacity of the Queensland economy. 

The Jobs Now, Jobs for the Future plan included a commitment to continue to consult closely with 
stakeholders and the community on how best to improve employment opportunities across 
existing, new and emerging industries for the State’s vital rural and regional areas, and for job 
seekers who have historically experienced less favourable employment outcomes. 

To help inform policy development, the Government has held an extensive series of  
ministerial–led employment forums across the State to identify local issues, broader regional 
issues and targeting solutions for specific disadvantaged groups.  

Throughout 2015 and the first half of 2016, employment forums have been held in Charters 
Towers, Mount Isa, Maryborough, Mackay, Gladstone, Cairns, Rockhampton, Bundaberg, the 
Gold Coast, Brisbane North, Brisbane South and Toowoomba.  

Forum participants included business owners, community leaders and industry leaders, as well as 
representatives of disadvantaged cohorts, not–for–profit organisations and State, local and 
federal governments. 

The employment forums highlighted that, while there have been significant signs of improvement 
in the State’s labour market, conditions remain challenging, particularly in our regions where 
greater confidence is required for employers to get Queenslanders back to work. 
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Accelerated Works Program 

In early 2016, as part of the Government’s proactive and innovative approach to addressing these 
challenges in regional areas, the Premier announced an Accelerated Works Program to support 
economic activity and employment in regions across Queensland experiencing subdued 
economic conditions. 

The Government has announced the acceleration of over $440 million in capital works projects, 
supporting more than 950 jobs in Cairns, Townsville, Mackay, Fitzroy, Wide Bay and remote 
Queensland regions.  

The newly established Infrastructure Portfolio Office (IPO) within the Department of Infrastructure, 
Local Government and Planning has been tasked with driving implementation of the Accelerated 
Works Program.  

The IPO will take a greater role in the roll out of the Accelerated Works Program to ensure the 
progression of projects supports economic activity and delivers on the Government’s commitment 
to sustain and create new jobs in regional Queensland.  

 

The 2016–17 Budget builds on initiatives from the 2015–16 Budget to provide greater 
employment opportunities, such as the Back to Work Regional Employment Package. 

 

Box 2.2 Back to Work – Regional Employment 
Package 

Building on the broad suite of Working Queensland initiatives and the momentum generated by 
the Accelerated Works Program, this Budget includes a major new initiative to support regional 
employment – the $100 million Back to Work Regional Employment Package.  

Back to Work is a two year package to help get unemployed Queenslanders back to work, create 
jobs in the regions and boost local economies, by supporting up to 8,000 jobs across regional 
Queensland. 

Back to Work will deliver assistance directly to employers, to help them build the confidence to 
take on staff, provide opportunities for jobseekers and provide an economic boost to regions 
facing challenging times.  

Back to Work includes:  

• $80 million for Back to Work Employer Support – providing financial support of up to $15,000 
directly to employers to help boost their confidence to take on new employees across 
regional Queensland, including disadvantaged jobseekers, such as the long–term 
unemployed, young people, mature aged jobseekers, Queenslanders with disability and 
Aboriginal and Torres Strait Islanders. 
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• $10 million for Back to Work Navigation Teams – who know the local economy and will work 
with employers and connect jobseekers to job opportunities or further skills, training and 
apprentice pathways. 

• $10 million for the Certificate 3 Guarantee Boost – to provide access to subsidised training to 
eligible jobseekers, including opportunities such as ‘second chance’ training for jobseekers 
with a Certificate III qualification that need to reboot their skills to get back to work. 

A significant fall in Queensland’s terms of trade and a shift away from predominantly full–time, 
high–wage resource and construction jobs towards lower income (but more labour intensive) 
industries, is contributing to weak household income growth. The moderation in income growth is, 
in turn, constraining consumer spending. Meanwhile, the lower A$ is expected to provide some 
support to trade exposed industries, including drought affected agricultural producers and 
international education providers, as well as tourism operators who have benefitted from an 
increase in international arrivals. 

The long anticipated improvement in business investment is now not expected to occur until 
2017–18. This, combined with subdued household consumption growth and moderation in health 
and education employment growth, is expected to result in some softening of employment growth 
in 2016–17 (see Chart 2.11).  

Employment growth is forecast to improve modestly in 2017–18, reflecting a gradual pick–up in 
domestic demand, particularly household consumption. However, the moderation in population 
growth is expected to constrain employment growth to around 1¾% per annum over the 
remainder of the forecast period.  

In line with modest employment growth, Queensland’s unemployment rate is forecast to be 
broadly unchanged in 2016–17. Notwithstanding these trends, the unemployment rate is now 
expected to be lower across the forecast period than at the time of MYFER. As employment 
growth begins to outpace growth in the working–age population, the unemployment rate is 
expected to improve from 2017–18. 
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Chart 2.11 Labour market, Queensland1 

 
Note: 
1. Year–average. 2015–16 are estimates; 2016–17 onwards are forecasts. 
Sources: ABS 6202.0 and Queensland Treasury. 

Prices and wages 

Brisbane consumer price inflation is expected to continue to moderate in 2015–16, primarily 
reflecting the significant decline in the price of automotive fuel as global oil prices have fallen. 
Additionally, measures introduced by the Australian Energy Regulator have resulted in more 
modest increases in utility prices than those in recent years.  

Some upward pressure to Brisbane consumer price inflation has been provided by increased 
prices for tobacco (due to excise rates increasing 12.5% on 1 September 2015) and the 
depreciation of the A$ leading to higher prices for imported goods.  

A modest acceleration in Brisbane consumer price inflation is forecast for 2016–17, as the impact 
of lower oil prices recedes and higher prices for imported goods continues to filter through to the 
retail market. 

Despite low nominal wage growth by historical standards, slower consumer price inflation has 
maintained wage growth in real terms. Ongoing spare capacity in the labour market is expected to 
minimise upward pressure on real wage growth in 2016–17. As labour demand improves and the 
unemployment rate falls, wage growth is expected to pick–up. 
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Population 

Queensland’s population growth is forecast to average around 1½% per annum over the forward 
estimates. Over the longer–term it is expected there will be some moderate recovery in 
population growth. 

In large part due to the completion of major resource projects, which at their peak supported 
thousands of jobs, Queensland’s population growth slowed to just over 55,000 persons in the 
year to September quarter 2015. Queensland’s share of net overseas migration has fallen and 
net interstate migration, while picking up slightly in the last year, also remains subdued. These 
trends are, however, even more marked in Western Australia and the Northern Territory, which 
are more heavily dependent on the resources sector and have experienced a much sharper fall in 
population growth rates (see Chart 2.12). 

Looking ahead, a factor that may impact population growth, as it did in the early 2000s, is the 
relative difference in house prices between Brisbane and Sydney and, to a lesser extent, 
Melbourne. While these differentials have widened recently, this is being offset by the soft 
Queensland labour market. 

Slower long–term population growth, both nationally and for Queensland, will have an impact on 
the rate of economic growth. Importantly, a lower population growth rate will enable per capita 
living standards to be improved despite a lower headline rate of economic growth. 

The Queensland Government is focussed on implementing policies to encourage population 
growth and promote Queensland as a great State to live and work. 
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Chart 2.12 Population growth, by region 

 
Source: ABS 3101.0. 

2.2.2 Risks to the economic outlook 

A key risk for the international economic outlook is a greater than expected intensification of 
global deflationary trends. Despite accommodative monetary policy in most major economies, 
growth remains sluggish and has continued to disappoint on the downside. 

There is also a risk that the anticipated recovery in the United States could stall. Annual economic 
growth has been slowing, and manufacturing orders have been falling, since mid–2015. There is 
uncertainty surrounding the path of official interest rates over the next two years, with the 
expected number of interest rate rises wound back from four to two since the initial increase in 
December 2015. 

In China, there is a risk that the transition from investment–led to consumption–led growth may 
not proceed smoothly. A larger than expected slowdown in China’s economy would have a 
significant impact on its major trading partners, including Queensland.  

If the renewed volatility in financial markets seen at the start of 2016 were to re–emerge, this 
could impair confidence and growth. Contributing to these risks is the increased political 
uncertainty across many parts of the world. 

A vote in the United Kingdom (UK) to exit the European Union (scheduled for 23 June 2016) 
could add to economic uncertainty in the Euro area, given the deep trade and financial links 
between the Euro bloc and the UK. 
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Domestically, the pace and timing of a pick–up in non–resources business investment continues 
to be a key source of uncertainty for the outlook, as investment declines and the economy 
transitions into broader–based growth.  

A further domestic risk to the outlook for the Queensland economy is a larger than anticipated 
moderation in dwelling investment growth. With dwelling approval numbers remaining elevated, 
particularly in inner Brisbane, their successful translation into construction activity will be a critical 
factor. 

Finally, there is a risk the current drought, which has led to significant hardship in the State’s 
agricultural sector, could be protracted. While the Bureau of Meteorology has announced an end 
to the recent El Niño weather pattern, a continuation of below average rainfall across much of 
Queensland may prolong the recovery in the agriculture sector. 
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