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A4 AUSTRALIAN ECONOMIC OUTLOOK

Economic growth remains sluggish ...

Matthew Hassan _
Head of Australian Macro-Forecasting

Pat Bustamante
Senior Economist

The Australian economy remained sluggish in the June
quarter, growing just 0.2%qtr and 1.0%yr. While the
outcome was broadly in line with expectations, the mix
contained some surprises that suggest private demand
is more fragile and will be slower to lift once the surge
in government demand has topped out.

The biggest surprise was consumer spending which
declined 0.2%qtr - the largest quarterly decline since the
GFC, excluding the COVID period. This was particularly
weak given population growth of 0.7%qtr which was

the second strongest quarterly gain on record. Annual
growth in spending slowed to just 0.5%yr.

This protracted period of weakness in consumer
spending is clearly weighing on businesses - new
investment increased by 0.1%qtr and 2.2%yr in the June
quarter, a further step down on March’s 4.5%yr and well
below the 10.1%yr recorded in the June quarter of 2023.

In stark contrast, public demand continued to grow
strongly and is now at a record 27.3% share of the
economy, surpassing the previous peak set during COVID.
Public consumption, which includes the provision of
subsidised goods and services, grew 1.4%qtr and 4.7%yr,
reflecting the expansion of government programs such
as the NDIS and higher public sector wages. More growth
can be expected as another round of cost-of-living
measures come into effect at both state and federal level.

Growth forecasts downgraded

Economy-wide, the annual pace of growth is well below
trend and is the slowest since the early 1990s recession
(excluding the COVID period). Growth is particularly
weak in per capita terms given population growth
running at around 2.5%yr. Indeed, Australia has now
recorded six consecutive quarters of declining per capita
GDP - the longest stretch on estimates back to 1959.

We have previously flagged downside risks to growth
in private demand. The accounts show those risks
materialising.

The ‘triple squeeze’ on household incomes from high
inflation, rising interest rates and a higher tax take has seen
real disposable income per capita fall a whopping 10%
from its 2021 peak. We are now of the view that it will take
more time for real incomes to recover and for consumption
to regain momentum, particularly given some
normalisation in savings rates from their very low starting
point. Accordingly, we have revised our consumption
forecasts lower, by Yppt in 2025 and Tppt in 2026.

GDP Headline vs Per Capita
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... recovery in private demand to take longer

More of this weakness is expected to spill over to
businesses. Investment has been a bright spot this
cycle, with businesses increasing capital spend strongly
once supply chains normalised. This reflected several
underlying drivers including: a need to expand capacity
to keep pace with strong population growth; the
transition to net zero; and technology-driven investment
such as the construction of new data centres.

However, the accounts showed business investment
slowed materially in the June quarter, especially
across industries at the coal face of the consumer-led
slowdown. With the recovery in consumer spending
pushed back, this drag on investment will last longer.
Accordingly, we have pared back our profile for new
business investment by Y2ppt in 2025 and Tppt in 2026.

Public demand is expected to offset this weakness in
private demand in the near term. Based on our previous
work suggesting the national fiscal impulse would be
2.2ppts of nominal GDP in 2024-25, we have revised up
our forecast by 1.7ppts in 2024, 1.1ppts in 2025. Growth
in new public demand is expected to be lower in 2026,
but the level of activity will remain elevated compared
with our previous set of forecasts.

Putting this all together, our GDP forecasts are broadly
unchanged for 2024 and 2025 but have been lowered
from 3.5% to 2.4% for 2026. What this boils down to is

a much shakier ‘handover’ of growth - public demand
topping out at a structurally higher level but the pick-up
in private sector activity coming through more slowly.
Our revised profile means that by end-2026 Australia will
have seen five years of below-trend growth with GDP
essentially flat in per capita terms - a longer stagnation
than was seen during the early 1990s recession.

State performances diverge

All of these themes are evident at a state level but are
playing out to varying degrees. At one extreme sits WA
where growth has only slowed marginally and looks set
to pick up as a surge in dwelling construction combines
with strong public investment. Conditions are less
exuberant but still relatively firm in Qld, where consumer
spending has also been resilient, and in SA and Tas,
where the surge in public demand have been stronger. At
the other end of the range sit NSW and Vic which have
both been hit harder by the consumer squeeze, state
unemployment rates showing a more pronounced rise.

While policy easing and other shifts should see some of
these gaps narrow, conditions are likely to continue to
vary widely in 2025. Soft demand will be an enduring
issue for some states but in others tight capacity and
labour shortages will the more pressing concerns.

Unemployment and underemployment rates
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Economy running at two speeds...

Pat Bustamante
Senior Economist

The Australian economy has slowed noticeably in Working age population
recent times, but the picture can vary widely under Index: Dec 2019 = 100
the surface, at state level. Looking at growth in state 13 13
demand, labour market conditions and fiscal outcomes -NSW
Western Australia is clearly outperforming. On these 10 -Vic r 1o
metrics, Queensland is a distant second, but we 108,:2:3' 108
expect this difference to narrow going forward as the
Queensland Government’s cost of living measures 105 _IYVA 1105
kick in and the “Queensland’s Big Build” infrastructure 103/ as 1103
program gathers momentum.
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Population growth in the mining states has outpaced
growth elsewhere. Over the period Q4 2019 to Q2 2024,
working age population has grown 12% in WA and just
over 11% in Qld, or at an annualised pace of around 2.5%
in both states. Victoria comes in at a distant third (up 7%
over the same period, or growing at an annualised pace
of 1.5%), with the divergence continuing to increase.
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State domestic demand is only part of the growth
picture as it excludes net exports and interstate trade.
Net export performances have differed somewhat
across states - a hidden support in Vic but more of a
drag in WA as growth in mining output has slowed. As
such, labour market conditions provide a good sense
check on how state economies are performing. Headline inflation excluding housing
Year-ended % change. Range across states.

WA'’s strong performance is also visible in the labour 8

market with the underutilisation rate (those unemployed 71
and employed workers looking for more hours to work) 61
well down on pre pandemic levels - by around 5.4ppts 5
compared with the average over 2019. Qld comes in 41
third with the underutilisation rate 3.6ppts below 2019 3
2,
‘I,
O,
_'|7

levels. Labour market conditions have softened the most
in NSW and Vic - with the underutilisation rate around
1.9ppts lower than 2019 levels. It is becoming clearer that
weak demand conditions are spilling over into the labour
market, with softening occurring at a faster pace in NSW 2000 2005 2010 2015 2020 2025
and Vic, approaching 2019 conditions where the economy Source: ABS, Macrobond, Westpac Economics
was operating below potential (and full employment).
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... but inflation continues at the one speed

If demand is more resilient in the mining states and we’re
at “capacity” then we should expect to see inflation
remain elevated in these states.

Remarkably, inflation rates are quite similar across states,
both currently and during previous episodes where

state variations have been more extreme. A notable
exception here is around housing, which includes the cost
of purchasing newly built dwellings and rents. Indeed,
one of the difficulties in comparing inflation outcomes
across states at the moment is accounting for how policy
differences, particularly related to electricity rebates, are
directly impacting the CPI.

We have done this by generating our own measure of
underlying inflation (both trimmed mean and weighted
median), and also by looking at the evolution of inflation
when we exclude the CPIl group most significantly
impacted by policy (housing). Headline inflation
excluding housing shows differences across states are
minor and, if anything, have converged more recently
(all state CPI measures are based on capital city prices).

However, the picture changes when you look at housing
costs. Here the spread between states is at its largest on
record. In those states with strong population, we have
seen home building costs reaccelerate - running at close
to 20%yr in Perth. Rental growth is also strong in Perth
but is negative in Hobart.

What’s behind this conundrum?

Why are conditions diverging but underlying inflationary
pressures converging? One explanation could be that
conditions have not diverged by enough or for long
enough to really drive a difference in inflation rates.

Another factor is that some of the drivers of strong
demand, including interstate migration, bring additional
supply capacity as well, at least for labour. Outside

the housing sector (since people can’t bring a house
with them when they move), the net effect on pricing
pressures is therefore likely to be small. We saw a similar
pattern emerge during the mining investment boom
where strong conditions in WA led to a population boost
and non-housing inflation rates did not differ much.

Another possible explanation is that changes in prices
and wages are mainly set at the national level, with less
consideration for local supply and demand conditions.

Businesses with a national footprint operating across
state lines would hesitate to adopt significantly different
pricing policies across different geographies. It would be
hard to make it stick in a world of online commerce, and
they could risk being labelled price gougers. Note that
this does not preclude significant differences in price

levels for things bought locally such as restaurant meals.
Fuel prices are perhaps the best example - the price of
oil tends to impact changes in the price of petrol at the
bowser in similar ways across states and territories, even
though levels may differ.

And critically, where Australia differs from other G7 and
OECD countries, is that wage setting is more likely to

be collective - awards or EBAs. Workers on individual
arrangements are also often covered by awards or EBAs
as a baseline or minimum standard. These agreements
can apply across state borders, equalising wages growth
irrespective of local conditions. In the US, around 10% of
the workforce is on collective agreements - this is more
than 60% of the workforce in Australia.

If prices and wages are mostly set nationally, the
implications could be quite profound. Regionally specific
demand shocks would affect volumes and activity more
than prices. And the supply response from interstate
migration would take time and bring with it even more
demand. Having just one national-level instrument

to deal with inflation pressures - monetary policy -
makes sense when the inflation pressures themselves
are mostly national. But it does speak to the need for
other arms of policy to deal with regional differences in
demand and activity.

What about housing?

This still leaves the housing problem. More people
generate the need for more buildings, infrastructure and
homes. Growing demand for housing has pushed up

the price of dwellings (new and existing) and rents. This
has not (yet) brought forth a supply response because
of capacity constraints, and because the resulting
higher construction costs have damaged confidence
that individual construction projects will complete on
budget. The solution to this long-standing problem
requires input from all levels of governments.

New dwelling purchases (CPI component)

Year-ended % change. Range across states.
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NSW taking a backward step ...

Jameson Coombs
Economist, Westpac Group

NSW is serving as the poster child for the broader
challenges facing Australia’s economy. Aggregate
growth is continuing to be supported by strong
population rises and swelling public sector
expenditure. But even with this the NSW economy
contracted in the June quarter under the weight of
faltering private sector demand and deeply depressed
housing investment.

State final demand fell 0.4% in the June quarter, the
weakest result across the nation. The state was also
bottom of the league table through the year, growing
just 0.2% over the 2023-24 financial year. When
adjusting for growth in the population, annual growth
went backwards at its fastest pace since the early
2000s, even outstripping the poor outcomes recorded
during the Global Financial Crisis.

Central to the slowdown was a 0.6% contraction

in consumer spending in the June quarter, leaving
household consumption unchanged over the year. While
the headwinds facing the consumer from elevated
(albeit slowing) inflation, bracket creep and restrictive
monetary policy are present nationally, NSW has
experienced the largest slowdown in nominal labour
income growth which has compounded the ‘triple
squeeze’ on disposables.

A weak consumer has been spilling over to businesses
with new business investment stagnating since the
middle of 2023 and expanding just 0.1% in the June
quarter to be 0.3% higher in annual terms.

Housing investment was by far the weakest segment of
the economy in the June quarter, an ominous signal in
the context of soaring dwelling prices and surging rents
which are at the centre of a broader housing crisis.

Dwelling investment sank 4.1% in the June quarter,

to the lowest level since March 2015 (outside of the
pandemic). Given the backlog outstanding residential
developments, the weak outcome highlights the
significant capacity constraints haunting the residential
construction sector.

Arguably more concerning is that surging prices and
rents have not yet materialised in an increase in new
dwelling approvals (to be added to the back of the
pipeline) as elevated construction costs and significant
project uncertainty deters new investment. This is likely
to mean it will be some time yet before any new supply
starts to come online.

NSW Compensation of Employees
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... even with a swelling population

NSW New Business Investment
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NSW State Final Demand vs Hours Worked

20 % a.nn % ann 20
-Final demand

15{-Hours worked L 15

10+ r 10

a1

M’M /\ -
(6] ~/ \/ I\v VAN (0]
-5 v -5

-10 : : : ‘ ‘ ‘ .
2010 2012 2014 2016 2018 2020 2022 2024

Source: ABS, Macrobond, Westpac Economics

NSW New Housing vs Renovations
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W14 VICTORIA

Growth stalls ...

Matthew Hassan
Head of Australian Macro-Forecasting, Westpac
Group

The Vic state economy is looking decidedly out of
sorts. Growth has all but stalled with the state’s labour
market showing a material weakening over the last 12
months. Public demand is providing some support but
is softer than elsewhere as the state government cuts
or delays investment due to budget pressures.

A lacklustre housing market and new caps set to be
introduced on foreign student numbers from 2025 are
also posing some challenges going forward. On balance,
the combined effect of these negatives looks more likely
to prolong the current period of soft growth rather than
lead the state into outright contractions, especially with
the tax relief and the prospect of lower interest rates
providing a little more support as we head into 2025.

State demand looked slightly better in the June quarter,
upward revisions and a reasonably solid 0.6% rise
holding annual growth at 1.4%yr, broadly in line with the
national average. Note that this measure excludes net
exports which for Vic has swung from being a significant
tailwind in 2023 (led by a 30% reopening surge in
service exports) to about flat as at mid-2024.

As elsewhere, the slowdown in Vic state demand has
centred around private activity and been partially offset
by a lift in public demand. Household consumption has
been weak, annual growth slowing to just 0.5%yr - in
line with the pace nationally but despite Vic’s population
growth running 0.5ppt faster. Latest population
estimates show growth starting to soften in Vic although
labour force figures point to only a slight moderation as
at August. Vic’s unemployment rate has risen to around
4.5%, up Tppt over the last 12mths.

Private investment has been very patchy, although the
outlook is mixed rather than negative.

Dwelling investment has stabilised, recovering slightly
over the last year, approvals also moving off recent lows.
The main downside risks here centre on renewed slippage
in dwelling prices, which may discourage new dwelling
construction and also dampen consumer spend.

Around business investment, the pace of gains has
slowed sharply as infrastructure activity has levelled out
and equipment spending has swung into a decline. On
construction, non residential building looks set to decline
further (office vacancy rates at 20% amongst a range of
discouraging factors) but there is still close to $25bn of
infrastructure work still in the pipeline with around $130bn
in total committed projects once public activity is included.

VIC State Final Demand vs Hours Worked
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... and an uncertain outlook

Vic's popn growth: surge starting to slow
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Victoria's international trade
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Victoria: jobs growth and unemployment
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Prices falling in Melbourne
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Vic's residential construction pipeline
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WB# QUEENSLAND

Economic momentum edges lower ...

Neha Sharma
Economist, Westpac Group

Queensland’s economy continued to outperform
Australia despite fading momentum in the June
quarter. State final demand was up 1.8%yr (0.4%qtr) to
be broadly in-line with its pre-COVID 10-year average.

Like other states, Queensland has benefited from a
surge in population growth and remains the state of
choice for interstate movers. Though this has upheld

the economy in aggregate, per capita demand has
contracted -0.9%yr, the weakest performance outside of
the big eastern states of NSW and Victoria.

Growth in private sector demand is about midway through
the ranks, up 0.4%qtr and 0.9%yr.

Consumption rose 1.1%yr, second only to WA. This was
underpinned by a 9.8%yr rise in the compensation of
employees - the strongest of any state - supported by
solid labour demand and wage increases. Additionally,
dwelling prices saw robust growth of 16%yr through to
June, boosting household wealth. Indeed, against this
backdrop, the consumption increase looks surprisingly
grim, implying a 1.6%yr fall in per capita terms. The
weakness suggests some combination of smaller
COVID-era savings reserves and a reluctance to draw
down on these may be weighing on spending.

New business investment was a key detractor in the
quarter, retreating -0.5%qtr (1.1%yr). Falls were recorded
in both non-dwelling construction and machinery and
equipment investment.

The bright spot was dwelling investment, increasing
4.3%qtr. However it was still down -3.2%yr as the sector
struggles with post-pandemic labour and material
shortages. A solid pipeline of residential projects remain
which should support activity as capacity constraints
ease. Increased state government assistance for first
home buyers will also add to demand at the margin.

Consistent with national trends, the public sector was
responsible for offsetting private sector weakness. In
Queensland, the public sector accounted for a near-
record 30.1% of state final demand in the June quarter.
Public demand has been centred on government
consumption, up 6.5%yr, as several cost-of-living
measures were rolled out. New public investment fell the
sharpest of any state, down -5.9%qtr (-6.0%yr).

Looking ahead, moderating population growth and
elevated construction costs may temper growth near-
term. The public sector will likely remain a key pillar of
growth until real household disposable incomes and
consumption start to regain some traction.

Brishane's housing price growth slowing
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Construction costs continue to lift
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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WB# QUEENSLAND

... but investment pipeline is positive

Employment growing above expectations
%yr %
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Overseas migration peaked in 2023
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State final demand: Qld vs Australia
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M&E investment is on the rise
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Private demand continues to weaken
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Construction pipeline remains solid
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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WA# WESTERN AUSTRALIA

Resilience continues ...

Matthew Hassan
Head of Australian Macro-Forecasting, Westpac

Group

WA continues to see more resilient economic growth Capacity utilisation

than other states, with a slowing in consumer demand %

cushioned by robust, broad-based gains across other 87.5 ~Australia 87.5
components of state demand. Some of this reflects —Western Australia

a supportive commodity price backdrop that is now 8501 1850
starting to deteriorate. However, much of it is due to go gl lonorupaverace laos
‘non-mining’ drivers that look to be accelerating- = H--<<“A--, - A------ ‘

housing-related activity in particular. As such, growth 80.01 180.0
is likely to sustain at an above-trend pace near term 775/ L 775
and may well even pick up. Indeed, the state may well

be on the verge of a very rare occurrence: a growth 75.01 1 75.0
surge almost entirely unrelated to its mining sector.

7255 ‘ ‘ ‘ ‘ ‘ ‘ ~ 725
1990 1995 2000 2005 2010 2015 2020 2025

Source: NAB, Macrobond, Westpac Economics

State final demand rebounded in the June quarter, rising
0.9% to be up 3.9%yr - annual growth tracking more
than two and half times faster than the pace nationally.

Household consumption has moderated but to a milder

extent that in other states, tracking at'1.6%yr in the Perth outperforms national average

year to June, compared to 0.5%yr nationally. Notably, . o

that is despite a comparable picture around real labour 50 % ann % ann 50
incomes suggesting the resilience has been due to some 401 :Pe”f‘ . | 40
combination of a milder squeeze from policy tightening Capital Cities Avg.

and a bigger draw down on savings reserves, the latter 301 r 30
also a possible sign of ‘wealth effects’ driving spending. 204 L 20
Certainly, WA’s housing market is booming. Perth 101 L 10
dwelling prices have risen by over 35% since late 2022, 0 /\ m\/\ /\ o
with a significant lift in investor activity over the last \\/ \V4 NV 4 v

year. The surge is also starting to lift construction. -101 -10
Dwelling investment rose 5.8%yr over the year to June 201~ ‘ ‘ ‘ 120
with a huge 68% surge in dwelling approvals over the 2005 2010 2015 2020 2025
same period pointing to even stronger gains ahead. Source: Corelogic Australia, Macrobond, Westpac Economics
Business investment has been resilient, rising 6.3% over

the year to June. The pipeline of major projects has been

static since 2021 with just over $50bn of committed

work. Importantly, recent high commodity prices have commodity prices

not generated any real lift in mining investment in recent USD/MT USD/barrel
years suggesting the that the latest declines are unlikely P ——— 150
to trigger a corresponding decline. 22522'—Crude oil (Brent), rhs 125
Meanwhile, public sector investment has been ramping 200+ 1100
higher. Total government investment has surged 30% 1751 75
over the two years to June 2024. This has clearly 150 50
bolstered the pipeline of non res construction which is 1251 25
running at over $44bn, up 60% since 2021. 100+ o
There are some downside risks around external 573 L .25
conditions with declining volumes and prices set to 25 ‘ ‘ ‘ ‘ ‘ ‘ ‘ 50
weigh on mining revenues and net migration inflows 2012 2014 2016 2018 2020 2022 2024
expected to moderate. However, the far bigger Source: CME Group, Macrobond, Westpac Economics
challenge is likely to be around capacity and skilled

labour, WA’s unemployment rate still well below 4%. >

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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WA# WESTERN AUSTRALIA

... growth to lift despite softer mining conditions

WA Employment and Unemployment WA: contributions to state final demand
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

WESTPAC ECONOMICS 14



WA# SOUTH AUSTRALIA

Households under intense pressure ...

Ryan Wells
Economist, Westpac Group

South Australia exhibited the strongest performance in
Q2, with state final demand rising 0.9%. This follows a
very choppy growth profile over the past year, leaving
annual growth in state demand in line with the nation-
wide domestic demand, currently at 1.5%yr.

The sharp contrast between private and public sector
demand is perhaps starkest in South Australia. At
6.2%yr, public demand is now responsible for all the
state’s demand growth, underscored by rapid growth
in new investment in critical infrastructure (+18%yr) and
government consumption (+4.3%yr).

With most of the state government’s budget initiatives
- including cost-of-living payments - only just starting
to roll-through, the public sector will continue to put a
floor under total state demand over the period ahead.
However, the private economy remains incredibly weak,
underpinned by a soft consumer, South Australia being
the only state where household consumption is seeing
outright declines on an annual basis (-0.2%yr).

This is in a context where cost-of-living and real income
pressures are particularly acute in the state. Indeed,
South Australia ranks second-last (to Victoria) in wages
growth (3.9%yr), while simultaneously, Adelaide is
experiencing the second-highest (to Perth) pace of
inflation across the capitals (4.5%yr).

If it were not for South Australia’s robust labour market
- as evinced by the state’s unemployment rate currently
being the lowest across the nation, despite having

the highest unemployment rate pre-pandemic - the
household sector could be much worse for wear.

One of the few bright spots in South Australia’s private
economy is its housing market. As discussed in our latest
Housing Pulse, Adelaide is experiencing somewhat of a
‘second-wind’, as evinced by the surge in sales up to a
pace of nearly 30%yr. In an environment of extremely
tight supply, price growth has held to a 15%yr pace,
remarkably seeing Adelaide’s median dwelling price
($790Kk) surpass that of Melbourne’s ($776k) for the first
time on record.

In this context, a sustained expansion of the state’s
housing capacity will prove crucial into the medium-
term. It has therefore been encouraging to see new
housing construction sustain a very strong pace, up
7.0%yr versus -2.4%yr nationwide. Current headwinds
around SA Water and the State Government’s ability to
support new construction may hamper that progress.

Adelaide still experiencing relatively higher inflation
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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WA# SOUTH AUSTRALIA

... from the acute cost-of-living squeeze

SA economic performance and outlook
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SA population growth turning a corner
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State final demand: SA vs. Australia

% %yr
16 —SA 16
12,—Australia L12

SA historic 8
4
0]
_4l 2024Q2 |
4 SA: 1.5%yr 4
Australia: 1.5%yr

2004 2008 2012 2016 2020 2024

Source: ABS, Macrobond, Westpac Economics

SA housing market outperforming other states
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SA's public sector responsible for all state final demand
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SA unemployment rate holding lower than national avg
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Record government spending ...

Jameson Coombs
Economist, Westpac Group

Tasmania was around the middle of the pack in the
June quarter, expanding a respectable 0.6%. This was a
decent improvement in the quarterly cadence following
a 0.1% gain and a 0.5% fall in the March and December
quarters. This saw annual growth accelerate to 1.8%, up
from 1.4% in the two prior quarters.

The island state has not benefited from the same surge
in population growth evident on the mainland, leaving
little to counteract the consumer-led slowing in activity.

Despite this, state final demand per capita in Tasmania
is the strongest of all the states, and by a decent stretch.
After adjusting for population growth, the economy
expanded 1.1% over the 2023-24 financial year, more
than double the pace of the next best state, WA.

Like most of the country, the public sector has been
carrying the team when it comes to growth. At 33.4%,
the public sector is accounting for a record share of state
demand and holds the mantle for the highest public
sector share of demand across the nation. But it has not
been public investment driving the gains - this fell 4.7%
in the June quarter to be down 8.6%yr. Instead, public
consumption is at record highs, having increased 3.8% in
the June quarter to be 9.6% higher through the year.

In contrast, the private sector is in the doldrums and has
contracted for three consecutive quarters after a second
consecutive 0.1% dip in the June quarter. Over the 2023-
24 financial year, private demand declined 0.1%, a weak
performance on any metric.

It’s no surprise weak consumption is at the heart of the
stagnation in private demand. Over the year to the June
quarter, household consumption expanded just 0.2%
after a string of alternating quarterly contractions and
expansions which have largely offset.

Business investment has been a little more robust, rising
at an annual pace of 2.6%. A decent expansion relative
to most other states, apart from WA, but nothing to ring
home about.

Housing investment is also providing little cause for
optimism as soggy dwelling prices on a account of soft
population growth has translated into weak investment
outcomes. Housing investment contracted 2.4% in the
quarter, the third consecutive quarterly fall taking the
annual contraction to 10.5%, the weakest of the states.
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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... offsetting weak population growth

TAS Gross State Product & Final Demand
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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WB# SUMMARY INDICATORS

Dwelling approvals Exports of Goods and Services
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Industry mix share of gross value add
Australia NSW Vic Qild WA SA Tas NT ACT
Agriculture 2.6 1.9 2.4 2.9 21 5.6 1.2 3.7 0.1
Mining 10.6 2.3 11 n 42.5 3.6 4 25.6 0.1
Manufacturing 6 5.8 7 6.4 52 7 5.8 3.9 1
Construction 7.4 7.8 8.2 7.6 57 7.3 7 5.8 6.8
Transport, utilities 6.8 6.8 7.4 8.1 4.7 75 7.3 5 3.5
Wholesale, retail 8.8 9.6 10.5 8.6 54 10.2 7.7 6.3 4.7
Health, social assistance 8.2 7.6 8.8 9.2 515 n 13.9 8.4 9.5
Education 5.2 53 5.8 55 3.2 6.4 6.2 51 6
Household services 4.6 4.8 4.5 5.3 3.4 5 4.9 57 4.3
Finance 8.2 1.4 10.2 5.9 3.6 7.2 51 2.4 2.8
Business services 16.3 20.9 18.4 141 9.5 12.7 9.8 7 20.4
Public administration 5.9 51 5.6 6 3.4 6.4 71 12.4 32
Ownership of dwellings 9.4 10.8 10 9.4 57 9.9 10.1 8.6 9

Sources: ABS, Westpac Economics. For the 2020/21 financial year.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

WESTPAC ECONOMICS 19



\J

Corporate directory

Westpac Economics / Australia

Sydney

Level 19, 275 Kent Street
Sydney NSW 2000
Australia

E: economics@westpac.com.au

Luci Ellis
Chief Economist Westpac Group
E: luci.ellis@westpac.com.au

Matthew Hassan
Head of Australian Macro-Forecasting
E: mhassan@westpac.com.au

Elliot Clarke
Head of International Economics
E: eclarke@westpac.com.au

Justin Smirk
Senior Economist
E: jsmirk@westpac.com.au

Pat Bustamante
Senior Economist
E: pat.bustamante@westpac.com.au

Mantas Vanagas
Senior Economist
E: mantas.vanagas@westpac.com.au

Ryan Wells
Economist
E: ryan.wells@westpac.com.au

llliana Jain
Economist
E: illiana.jain@westpac.com.au

Jameson Coombs
Economist
E: jameson.coombs@westpac.com.au

Neha Sharma
Economist
E: neha.sharmal@westpac.com.au

Westpac Economics / New Zealand

Auckland

Takutai on the Square
Level 8, 16 Takutai Square
Auckland, New Zealand

E: economics@westpac.co.nz

Kelly Eckhold
Chief Economist NZ
E: kelly.eckhold@westpac.co.nz

Michael Gordon
Senior Economist
E: michael.gordon@westpac.co.nz

Darren Gibbs
Senior Economist
E: darren.gibbs@westpac.co.nz

Satish Ranchhod
Senior Economist
E: satish.ranchhod@westpac.co.nz

Paul Clark
Industry Economist
E: paul.clarke@westpac.co.nz

Westpac Economics / Fiji

Suva
1 Thomson Street
Suva, Fiji

Shamal Chand

Senior Economist
E: shamal.chand@westpac.com.au

WsiQ

J westpaciq.com.au



http://westpaciq.com.au
https://www.westpaciq.com.au/economics/2024/06/18-june-2024-on-track?ai=1718604812208&cd=180&cid=edm
https://www.westpaciq.com.au/economics/2024/07/aus-retail-sales-may-2024?ai=1719982305224&cd=180&cid=edm

W14 DISCLAIMER

©2024 Westpac Banking Corporation ABN 33 007 457 141
(including where acting under any of its Westpac, St George,
Bank of Melbourne or BankSA brands, collectively, “Westpac”).
References to the “Westpac Group” are to Westpac and

its subsidiaries and includes the directors, employees and
representatives of Westpac and its subsidiaries.

Things you should know

We respect your privacy: You can view our privacy statement
at Westpac.com.au. Each time someone visits our site, data

is captured so that we can accurately evaluate the quality of
our content and make improvements for you. We may at times
use technology to capture data about you to help us to better
understand you and your needs, including potentially for

the purposes of assessing your individual reading habits and
interests to allow us to provide suggestions regarding other
reading material which may be suitable for you.

This information, unless specifically indicated otherwise, is
under copyright of the Westpac Group. None of the material,
nor its contents, nor any copy of it, may be altered in any way,
transmitted to, copied of distributed to any other party without
the prior written permission of the Westpac Group.

Disclaimer

This information has been prepared by Westpac and is
intended for information purposes only. It is not intended to
reflect any recommendation or financial advice and investment
decisions should not be based on it. This information does not
constitute an offer, a solicitation of an offer, or an inducement
to subscribe for, purchase or sell any financial instrument or
to enter into a legally binding contract. To the extent that this
information contains any general advice, it has been prepared
without taking into account your objectives, financial situation
or needs and before acting on it you should consider the
appropriateness of the advice. Certain types of transactions,
including those involving futures, options and high yield
securities give rise to substantial risk and are not suitable for all
investors. We recommend that you seek your own independent
legal or financial advice before proceeding with any investment
decision. This information may contain material provided

by third parties. While such material is published with the
necessary permission none of Westpac or its related entities
accepts any responsibility for the accuracy or completeness
of any such material. Although we have made every effort to
ensure this information is free from error, none of Westpac

or its related entities warrants the accuracy, adequacy or
completeness of this information, or otherwise endorses it

in any way. Except where contrary to law, Westpac Group
intend by this notice to exclude liability for this information.
This information is subject to change without notice and none
of Westpac or its related entities is under any obligation to
update this information or correct any inaccuracy which may
become apparent at a later date. This information may contain
or incorporate by reference forward-looking statements.

The words “believe”, “anticipate”, “expect”, “intend”, “plan”,
“predict”, “continue”, “assume”, “positioned”, “may”, “will”,
“should”, “shall”, “risk” and other similar expressions that

are predictions of or indicate future events and future

trends identify forward-looking statements. These forward-
looking statements include all matters that are not historical
facts. Past performance is not a reliable indicator of future
performance, nor are forecasts of future performance. Whilst
every effort has been taken to ensure that the assumptions on
which any forecasts are based are reasonable, the forecasts
may be affected by incorrect assumptions or by known or
unknown risks and uncertainties. The ultimate outcomes may
differ substantially from any forecasts.

Conflicts of Interest: In the normal course of offering banking
products and services to its clients, the Westpac Group may

act in several capacities (including issuer, market maker,
underwriter, distributor, swap counterparty and calculation
agent) simultaneously with respect to a financial instrument,
giving rise to potential conflicts of interest which may impact
the performance of a financial instrument. The Westpac Group
may at any time transact or hold a position (including hedging
and trading positions) for its own account or the account

of a client in any financial instrument which may impact the
performance of that financial instrument.

Author(s) disclaimer and declaration: The author(s) confirms
that no part of his/her compensation was, is, or will be,
directly or indirectly, related to any views or (if applicable)
recommendations expressed in this material. The author(s)
also confirms that this material accurately reflects his/her
personal views about the financial products, companies or
issuers (if applicable) and is based on sources reasonably
believed to be reliable and accurate.

Further important information regarding sustainability-related
content: This material may contain statements relating to
environmental, social and governance (ESG) topics. These are
subject to known and unknown risks, and there are significant
uncertainties, limitations, risks and assumptions in the metrics,
modelling, data, scenarios, reporting and analysis on which
the statements rely. In particular, these areas are rapidly
evolving and maturing, and there are variations in approaches
and common standards and practice, as well as uncertainty
around future related policy and legislation. Some material may
include information derived from publicly available sources
that have not been independently verified. No representation
or warranty is made as to the accuracy, completeness or
reliability of the information. There is a risk that the analysis,
estimates, judgements, assumptions, views, models, scenarios
or projections used may turn out to be incorrect. These risks
may cause actual outcomes to differ materially from those
expressed or implied. The ESG-related statements in this
material do not constitute advice, nor are they guarantees

or predictions of future performance, and Westpac gives no
representation, warranty or assurance (including as to the
quality, accuracy or completeness of the statements). You
should seek your own independent advice.

Additional country disclosures:

Australia: Westpac holds an Australian Financial Services
Licence (No. 233714). You can access Westpac’s Financial
Services Guide here or request a copy from your Westpac point
of contact. To the extent that this information contains any
general advice, it has been prepared without taking into account
your objectives, financial situation or needs and before acting on
it you should consider the appropriateness of the advice.

New Zealand: In New Zealand, products and services are
provided by either Westpac (NZ division) or Westpac New
Zealand Limited (company number 1763882), the New Zealand
incorporated subsidiary of Westpac (“WNZL”). Any product

or service made available by WNZL does not represent an
offer from Westpac or any of its subsidiaries (other than
WNZL). Neither Westpac nor its other subsidiaries guarantee
or otherwise support the performance of WNZL in respect of
any such product. WNZL is not an authorised deposit-taking
institution for the purposes of Australian prudential standards.
The current disclosure statements for the New Zealand branch
of Westpac and WNZL can be obtained at the internet address
www.westpac.co.nz.

Singapore: This material has been prepared and issued for
distribution in Singapore to institutional investors, accredited
investors and expert investors (as defined in the applicable
Singapore laws and regulations) only. Recipients of this
material in Singapore should contact Westpac Singapore
Branch in respect of any matters arising from, or in connection
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
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with, this material. Westpac Singapore Branch holds a
wholesale banking licence and is subject to supervision by the
Monetary Authority of Singapore.

U.S: Westpac operates in the United States of America as

a federally licensed branch, regulated by the Office of the
Comptroller of the Currency. Westpac is also registered with
the US Commodity Futures Trading Commission (“CFTC”) as

a Swap Dealer, but is neither registered as, or affiliated with, a
Futures Commission Merchant registered with the US CFTC.
The services and products referenced above are not insured by
the Federal Deposit Insurance Corporation (“FDIC”). Westpac
Capital Markets, LLC (‘“WCM?"), a wholly-owned subsidiary of
Westpac, is a broker-dealer registered under the U.S. Securities
Exchange Act of 1934 (‘the Exchange Act’) and member of

the Financial Industry Regulatory Authority (‘FINRA’). This
communication is provided for distribution to U.S. institutional
investors in reliance on the exemption from registration provided
by Rule 15a-6 under the Exchange Act and is not subject to all
of the independence and disclosure standards applicable to
debt research reports prepared for retail investors in the United
States. WCM is the U.S. distributor of this communication and
accepts responsibility for the contents of this communication.
Transactions by U.S. customers of any securities referenced
herein should be effected through WCM. All disclaimers set out
with respect to Westpac apply equally to WCM.

If you would like to speak to someone regarding any security
mentioned herein, please contact WCM on +1 212 389 1269.
Investing in any non-U.S. securities or related financial
instruments mentioned in this communication may present
certain risks. The securities of non-U.S. issuers may not be
registered with, or be subject to the regulations of, the SEC

in the United States. Information on such non-U.S. securities
or related financial instruments may be limited. Non-U.S.
companies may not be subject to audit and reporting
standards and regulatory requirements comparable to those
in effect in the United States. The value of any investment or
income from any securities or related derivative instruments
denominated in a currency other than U.S. dollars is subject to
exchange rate fluctuations that may have a positive or adverse
effect on the value of or income from such securities or related
derivative instruments.

The author of this communication is employed by Westpac and is
not registered or qualified as a research analyst, representative,
or associated person of WCM or any other U.S. broker-dealer
under the rules of FINRA, any other U.S. self-regulatory
organisation, or the laws, rules or regulations of any State. Unless
otherwise specifically stated, the views expressed herein are
solely those of the author and may differ from the information,
views or analysis expressed by Westpac and/or its affiliates.

UK and EU: The London branch of Westpac is authorised in the
United Kingdom by the Prudential Regulation Authority (PRA)
and is subject to regulation by the Financial Conduct Authority
(FCA) and limited regulation by the PRA (Financial Services
Register number: 124586). The London branch of Westpac is
registered at Companies House as a branch established in the
United Kingdom (Branch No. BRO0O0106). Details about the
extent of the regulation of Westpac’s London branch by the
PRA are available from us on request.

Westpac Europe GmbH (“WEG”) is authorised in Germany by
the Federal Financial Supervision Authority (‘BaFin’) and subject
to its regulation. WEG’s supervisory authorities are BaFin and
the German Federal Bank (‘Deutsche Bundesbank’). WEG is
registered with the commercial register (‘Handelsregister’) of
the local court of Frankfurt am Main under registration number
HRB 118483. In accordance with APRA’s Prudential Standard
222 ‘Association with Related Entities’, Westpac does not

stand behind WEG other than as provided for in certain legal
agreements (a risk transfer, sub-participation and collateral
agreement) between Westpac and WEG and obligations of WEG
do not represent liabilities of Westpac.

This communication is not intended for distribution to, or use
by any person or entity in any jurisdiction or country where such
distribution or use would be contrary to local law or regulation.
This communication is not being made to or distributed to,

and must not be passed on to, the general public in the United
Kingdom. Rather, this communication is being made only to
and is directed at (a) those persons falling within the definition
of Investment Professionals (set out in Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the “Order”)); (b) those persons falling within

the definition of high net worth companies, unincorporated
associations etc. (set out in Article 49(2)of the Order; (¢c)

other persons to whom it may lawfully be communicated in
accordance with the Order or (d) any persons to whom it may
otherwise lawfully be made (all such persons together being
referred to as “relevant persons”). Any person who is not a
relevant person should not act or rely on this communication or
any of its contents. In the same way, the information contained
in this communication is intended for “eligible counterparties”
and “professional clients” as defined by the rules of the
Financial Conduct Authority and is not intended for “retail
clients”. Westpac expressly prohibits you from passing on the
information in this communication to any third party.

This communication contains general commentary, research,
and market colour. The communication does not constitute
investment advice. The material may contain an ‘investment
recommendation’ and/or ‘information recommending or
suggesting an investment’, both as defined in Regulation (EU)
No 596/2014 (including as applicable in the United Kingdom)
(“MAR”). In accordance with the relevant provisions of MAR,
reasonable care has been taken to ensure that the material has
been objectively presented and that interests or conflicts of
interest of the sender concerning the financial instruments to
which that information relates have been disclosed.

Investment recommendations must be read alongside

the specific disclosure which accompanies them and the
general disclosure which can be found here. Such disclosure
fulfils certain additional information requirements of MAR
and associated delegated legislation and by accepting this
communication you acknowledge that you are aware of the
existence of such additional disclosure and its contents.

To the extent this communication comprises an investment
recommendation it is classified as non-independent research.
It has not been prepared in accordance with legal requirements
designed to promote the independence of investment research
and therefore constitutes a marketing communication. Further,
this communication is not subject to any prohibition on dealing
ahead of the dissemination of investment research.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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