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Tasmania leads the nation

How are Australia’s states and territories performing? Each
quarter CommSec attempts to find out by analysing eight
key indicators: economic growth; retail spending; equipment
investment; unemployment; construction work done;
population growth; housing finance and dwelling
commencements.

Just as the Reserve Bank uses long-term averages to
determine the level of “normal” interest rates; we have done
the same with the economic indicators. For each state and
territory, latest readings for the key indicators were
compared with decade averages — that is, against the
“normal” performance.

Now in its 111 year, the State of the States report also
includes a section comparing annual growth rates for the
eight key indicators across the states and territories as well
as Australia as a whole. This enables another point of
comparison — in terms of economic momentum.

For the first time since October 2009, Tasmania holds the
mantle of the best performing economy in its own right.
Three months ago Tasmania shared top spot with Victoria.
The ACT remains in third spot from NSW but both
economies have lost ground on the top two.

Queensland is back in fifth spot from South Australia. Then
follows Western Australia and the Northern Territory.

As noted above the last time Tasmania was on top of the
performance rankings was October 2009. It replaces Victoria
which held top position in the economic rankings — either
outright or shared — for eight quarterly surveys.

The ACT remains third and it has been in the top four
economies for just over four years.

NSW has been in the top four economies now for six years.

Queensland is now in fifth spot, ahead of South Australia.
There has been little to separate the two states for just over
two years.

Western Australia remains in seventh position, ahead of
Northern Territory.
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Tasmania is now Australia’s best performing economy.

Tasmania is ranked first on relative population growth,
relative unemployment, equipment investment and
retail trade. Tasmania ranks second on two other
indicators.

Victoria is in second position. Of the eight indicators,
Victoria ranks first on economic growth and construction
work done. Victoria’s lowest ranking is sixth on
equipment investment.

The ACT remains in third position. The ACT is ranked
first on housing finance and dwelling starts.

NSW ranks fourth on the economic performance
rankings. NSW is third on housing finance, construction
work and equipment investment.

Queensland is now in fifth position on the performance
rankings. Queensland is ranked second on relative
unemployment and third on both relative population
growth and retail trade.

South Australia is now in sixth position on the economic
performance rankings. South Australia is second ranked
on relative population growth. But South Australia is
ranked eighth on relative economic growth and seventh
on two other indicators — equipment investment and
relative unemployment.

Western Australia retains its seventh position on the
economic performance rankings and continues to edge
away from eighth-ranked Northern Territory.

Western Australia is ranked second on both relative
economic growth and equipment investment but eighth
on relative unemployment.

The Northern Territory is fifth-ranked on relative
economic growth and sixth on relative unemployment
but lags all of the other states and territories on the
other six indicators.

Economic growth

Ideally Gross State Product (GSP) would be used to assess
broad economic growth. But the data isn’t available quarterly.
We have previously used state final demand (household and
equipment spending) plus exports less imports to act as a proxy
for GSP. But the Bureau of Statistics has ceased calculation of
state trade data in real terms. So nominal state final demand
plus trade is assessed with rolling annual totals used to remove
seasonality.

Victoria has maintained top spot on relative economic growth.
Economic activity in Victoria in the March quarter was 26.5 per
cent above its ‘normal’ or decade-average level of output, ahead
of Western Australia with output 22.7 per cent above the
‘normal’ level of output.

Tasmania has now moved into third position, (up 21.2 per cent)
from NSW (up 21.0 per cent), ahead of Northern Territory (up
20.5 per cent).

Victoria still leads the way
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At the other end of the scale, economic activity in South
Australia in the March quarter was 15.3 per cent above its
decade average, behind Queensland (up by 18.9 per cent) and
the ACT (up 20.1 per cent).

Western Australia recorded the fastest nominal economic
growth, up 13.1 per cent over the year to March, supported by
stronger exports. Next is Northern Territory (up 9.0 per cent),
from the ACT (up 5.1 per cent), Tasmania (up 4.9 per cent) and
Victoria (up 4.4 per cent).

The weakest nominal annual growth rates are in NSW (up 1.2
per cent), South Australia (up 1.4 per cent) and Queensland (up
2.1 per cent).

If seasonally adjusted State Final Demand in real terms is used,
comparing the latest result with decade averages reveals some

subtle changes in the rankings. Western Australia, and Northern
Territory lose the benefit of their strong export economies.

Economic activity
in Victoria in the
March quarter was
26.5 percent above
its ‘normal’
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Economic growth (state final demand plus trade) rolling annual nominal totals, percent change year to March quarter on decade-average. Source CommSec, ABS
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There have been a number of

changes in the rankings since
the last quarter. Tasmania is
now in top spot on the retail

rankings ahead of Victoria.
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Retail spending

The measure used was real (inflation-adjusted) retail trade in
seasonally adjusted terms with March quarter data the latest
available.

There have been a number of changes in the rankings since the
last quarter. Tasmania is now in top spot on the retail rankings
ahead of Victoria.

Retail spending in Tasmania was 14.8 per cent above decade-
average levels in the March quarter. Strong relative population
growth, higher home prices and home building are key supports
for retail spending.

In second spot is Victoria with spending 14.4 per cent above
decade-average levels, supported by high absolute population
growth and annual gains in home prices.

Now in third position is Queensland with spending 11.5 per cent
up on the decade average. The ACT has dropped to fourth with
spending 11.3 per cent up on ‘normal’.
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NSW is now fifth, with spending 9.9 per cent above decade
averages followed by South Australia, with spending up by 7.8
per cent.

Northern Territory recorded the weakest result with retail
spending down 0.6 per cent on the decade average, below
Western Australia with 4.8 per cent growth.

If monthly retail trade was assessed instead to calculate the
rankings (May data is available), Tasmania would stay in top
spot ahead of Queensland and South Australia.

In terms of annual growth of real retail trade, Queensland is now
strongest (up 2.2 per cent), from Tasmania (up 2.1 per cent) and
the ACT (up 1.5 per cent).

Looking at annual growth of monthly retail trade, Western
Australia (up 13.0 per cent) is ahead of Tasmania (up 11.1 per
cent and Northern Territory (up 10.9 per cent).

Tasmania is now strongest for spending
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Real retail trade, percentage change March quarter on decade-average. Source CommSec, ABS
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Tasmania has lifted from last

to first with equipment
investment up 14.2 per cent on
the decade average ahead of
Western Australia (up 2.6 per
cent) and NSW (up 2.3 per

cent).
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Equipment investment

The measure of equipment investment is spending on new
plant and equipment in trend terms with March quarter data
compared with decade averages (the ‘normal’ performance).

In the March quarter, three states and territories had equipment
spending above decade-average levels, down from five
economies in the December quarter.

Tasmania has lifted from last to first with equipment investment
up 14.2 per cent on the decade average ahead of Western
Australia (up 2.6 per cent) and NSW (up 2.3 per cent).
Queensland has now lifted to fourth position (down 1.0 per cent)
ahead of the ACT (down 3.8 per cent).

Spending in Northern Territory was down by 19.7 per cent and
equipment spending in South Australia was down 9.1 per cent,
ahead of Victoria (down 7.2 per cent).

On a shorter-run analysis, equipment investment in the March
quarter was up on a year ago in just one of the state and

Divergence on investment
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territory economies (Western Australia), compared with four
economies in the December quarter.

Encouragingly, equipment investment was up the most on a
year ago in Western Australia (up 19.2 per cent) from
Queensland (down 1.0 per cent) and NSW (down 4.6 per cent).

Equipment investment in Western Australia was the highest in
more than six years while spending in Queensland was the
highest in a year.

New equipment investment in the ACT was down by 25.7 per
cent on a year ago with spending in Victoria down 18 per cent
followed by Tasmania (down 12.7 per cent).

Equipment investment in Victoria stands at 6-year lows.

Investment in South Australia was down 10.9 per cent on a year
earlier while the annual decline in Northern Territory investment
was 6.6 per cent.
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Equipment spending, percent change March quarter on decade-average. Source CommSec, ABS
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..Tasmania has the strongest

job market. Despite the
COVID-19 shock, the
Tasmanian unemployment is
only 7.4 per cent above the

decade average.
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Unemployment

Which state or territory has the strongest job market in the
nation? It is not an easy question to answer. But we have looked
at unemployment rates across state and territory economies,
comparing the rates with decade averages.

On this measure, Tasmania has the strongest job market.
Despite the COVID-19 shock, the Tasmanian unemployment is
only 7.4 per cent above the decade average.

Next best is Queensland, its 7.7 per cent jobless rate being 27.7
per cent above the decade average. The ACT comes next (29.4
per cent above the decade average) from Victoria (33.2 per cent
above the 10-year average) and NSW (33.3 per cent above the
decade average.)

At the other end of the scale the Western Australian jobless rate
of 8.7 per cent was 63 per cent above the 5.3 per cent decade
average rate.

Winners & losers on jobs
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In June, the seasonally adjusted jobless rates in NSW (6.9 per
cent) and Victoria (7.5 per cent) were both the highest since
November 1998.

The Western Australian jobless rate was the highest since
January 1994. And the South Australian jobless rate of 8.8 per
cent was the highest since January 1999.

In June, employment in all states and territories was below
levels of a year earlier. Employment in the Northern Territory
was only 0.2 per cent down on June 2019 while employment in
the ACT was down 0.6 per cent and Tasmanian employment
was only down 0.8 per cent.

By contrast, employment in Western Australia was contracting
at a 4.9 per cent annual rate. NSW employment was down 4.6
per cent over the year while South Australian employment was
down by 4.4 per cent.

The Western
Australian jobless rate
was the highest since
January 1994

63%
above

decade
average
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Unemployment, percent change in June 2020 on the decade-average. Source CommSec, ABS
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Construction work
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In five of the states and

territories, construction work in
the March quarter was higher
than the decade average, up
from four in the previous

quarter.
"

The measure used for analysis was the total real value of
residential, commercial and engineering work completed in
trend terms in the March quarter.

In five of the states and territories, construction work in the
March quarter was higher than the decade average, up from
four in the previous quarter.

Victoria has retained top spot with construction work done 28.1
per cent above its decade average. Tasmanian construction was
next strongest, 18.8 per cent above the ‘norm’ or decade-
average followed by NSW (up 7.4 per cent).

The ACT is now in fourth position with construction work 6.3 per
cent above decade averages, ahead of South Australia (up 3.3
per cent.

At the other end of the scale, Northern Territory construction
work done in the March quarter was 73.5 per cent below the
decade-average.

Winners & losers
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Next strongest was Western Australia with construction work
down 45.2 per cent on the decade average behind Queensland
(down 24.3 per cent).

In all states and territories except the ACT, Victoria and Western
Australia, construction spending contracted in the March
quarter.

In terms of annual growth rates, five economies had
construction work lower than a year ago. Down the most was
Northern Territory with construction down by 30.7 per cent.

NSW construction activity was down by 13.0 per cent on a year
ago followed by South Australia (down 7.1 per cent),
Queensland (down 4.7 per cent) and the ACT (down 2.5 per
cent).

Spending was higher than a year ago in Victoria (up 2.7 per
cent), Tasmania (up 1.8 per cent) and Western Australia (up 1.4
per cent).

Victoria has
retained top spot with
construction work
done 28.1 per cent
above its decade

average
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Construction work done, percent change March quarter on decade-average. Source CommSec, ABS



State of the States
—Q@

Population growth

1]
Tasmania is strongest on the

relative population measure,
with its 0.97 per cent annual
population growth rate 65.9
per cent above the decade-

average rate.
7

We assess relative population performance — the current annual
growth rate and compare it with each economy’s decade-
average (‘normal’) growth pace. This is most relevant to each
state or territory’s economic performance.

Population growth is clearly an important driver of the broader
economy, especially retail spending and housing demand. The
key point being that only two economies have population
growth above long-term averages.

Tasmania is strongest on the relative population measure, with
its 0.97 per cent annual population growth rate 65.9 per cent
above the decade-average rate for the year to December.

South Australia is now next strongest on relative population
growth, up 5.8 per cent on the decade average.

Annual population growth rates in the other states and
territories were below decade averages: Queensland (down 4.0
per cent); Victoria (down 9.7 per cent); NSW (down 17.6 per

Annual population growth rates
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cent); Western Australia (down 19.3 per cent); ACT (down 46.1
per cent); and Northern Territory (down 146.3 per cent).

The state with the fastest absolute annual population growth is
still Victoria (up 1.87 per cent). Next strongest is Queensland (up
1.57 per cent), Western Australia (up 1.28 per cent) and NSW (up
1.13 per cent).

By contrast, the Northern Territory population shrank by 0.38
per cent over the past year after falling by 0.48 per cent in the
year to September.

The Victorian annual population growth of 1.99 per cent is the
slowest rate in eight years and the NSW population growth is
the slowest in 7% years.

But Western Australia’s annual population growth of 1.13 per
cent is the fastest rate in 5% years.

WA’s annual
population growth
is the fastest rate
in 5% years

UP
1.28%

1.5 2

Population, annual percent change, December 2019 quarter (latest). Source: CommSec, ABS
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Housing finance
The measure now used is the value of owner-occupier housing Victoria (up 24.4 per cent) followed by NSW (up 11.1 per cent)
tL finance commitments (home loans) and this is compared with and Tasmania (up 7.5 per cent).
: the decade average for each respective state and territory. In ) ) L )
In five of the states and the past the trend number of loans was used but the Bureau of Northgm Territory remains the weakest.for housing finance with
. . h . _[_- Statistics has made major changes to the home loan data commitments 39.5 per cent lower than its decade average.
territories, ousing Tinance ' Commitments in Western Australia were down 33.5 per cent on
comm itmentS are above Housing finance is not just a leading indicator for real estate the decade-average, followed by Queensland (down 7.2 per
activity and housing construction but it is also a useful indicator cent) and South Australia (up 1.2 per cent).
decade averages, down from of activity in the financial sector. It would be useful to compare

' . ) On an annual comparison, ACT housing finance commitments

. ] figures on commercial, personal and lease finance, but long- S

SiX in the previous C|Ua|'ter. term data is not available. were up the most (up 21.0 per cent) from Victoria, up 15.8 per
¥y cent.

In five of the states and territories, housing finance
commitments are above decade averages, down from six in the
previous quarter. But only in three states and territories were
home loans above year-ago levels (NSW, Victoria and the ACT).

The Northern Territory has the weakest annual comparison with
home loan commitments down 23 per cent on a year ago. Next
was Western Australia (up 9.8 per cent).

The ACT remains in top spot with the value of home loans up by
31.2 per cent on the long-term average. Next strongest is

Home lending trends

S The ACT remains

NSW in top spot with the
value of home

TAS loans up on the

SA long-term average
QLD
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Construction work done, percent change March quarter on decade-average. Source: CommSec, ABS




13
Home building is strong in the

ACT due to relative strength in
the job market. And home
building is strong in Tasmania
because population growth is

well above ‘normal’.
”

Dwelling starts

The measure used was the trend number of dwelling
commencements (starts) with the comparison made to the
decade-average level of starts. Starts are driven in part by
population growth and housing finance and can affect retail
trade, unemployment and overall economic growth. However,
any over-building or under-building in previous years can affect
the current level of starts.

Home building is strong in the ACT due to relative strength in
the job market. And home building is strong in Tasmania
because population growth is well above ‘normal’

The ACT is now in top spot for dwelling starts, ahead of
Tasmania and South Australia. In trend terms starts in the ACT
were 21.7 per cent above the decade-average, followed by
Tasmania (up 20.5 per cent).

South Australia is now in third spot with starts up 7.3 per cent
on the decade average, from Victoria (broadly flat) and NSW
(down 9.7 per cent).

Mixed home building starts
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At the other end of the scale, dwelling starts in the Northern
Territory were 67.2 per cent below the decade average. Next
weakest was Western Australia (down 37.4 per cent); from
Queensland (down 21.7 per cent).

In terms of annual changes, only two states/territories recorded
growth in the March quarter: ACT (up 30.6 per cent) and South
Australia (up 18.3 per cent). Previously Tasmania also recorded
annual growth in the December quarter.

Dwelling starts in South Australia now stand at 21-month highs
after gains in the last four quarters.

At the other end of the scale, starts in Western Australia are at
19-year lows. NSW starts are at the lowest levels in just over six
years. Queensland starts are at 7-year lows.

The ACT is now in
top spot for dwelling
starts, ahead of
Tasmania and
South Australia

20 40

Dwelling starts, percent change March quarter on decade-average. Source: CommSec, ABS



Highest inflation rate in Hobart

3.4%

Wage growth in Victoria

2.5%

National home prices rose

7.8%

Other indicators

Inflation rates (annual changes of consumer prices) were
generally higher in the March quarter. Darwin recorded the
biggest increase from Hobart and Melbourne. All other capital
cities recorded higher inflation rates in the March quarter except
Brisbane: the annual rate fell from 2.0 per cent to 1.8 per cent.

Hobart had the highest annual inflation rate in the March
quarter at 3.4 per cent, ahead of Melbourne (2.7 per cent) and
Adelaide (2.4 per cent).

Only four of the states and territories had positive real wage
growth in the March quarter (the gap between wage growth and
inflation). The biggest decline in real wages was in Tasmania
(-1.0 percentage points or pp).

The biggest real wage gap was recorded in Northern Territory
with wages 0.9pp higher than consumer prices. Next were
Queensland and the ACT (both +0.3pp).

Wages and prices”

Wages CPI Home Prices
Mar Qtr Mar Qtr June
NSW 2.1 2.0 1.4
VIC 25 27 9.5
QLD 2.1 1.8 4.4
SA 23 2.4 2.1
WA 1.8 2.1 -3.1
TAS 2.4 3.4 8.2
NT 2.4 1.5 -0.9
ACT 23 2.0 6.3

State of the States
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Wage growth in the year to the March quarter was strongest in
Victoria (2.5 per cent), ahead of Tasmania and the Northern
Territory (both up 2.4 per cent). The lowest growth of wages
was in Western Australia (1.8 per cent).

Turning to home prices, in June 2020 just two of the
states/territories recorded annual declines in home prices, the
same result over the year to March. National home prices rose
7.8 per cent over the year to June, just off the fastest annual
gain in 34 months.

The strongest annual growth in home prices was in NSW (up
11.4 per cent) followed by Victoria (up 9.5 per cent); Tasmania
(up 8.2 per cent); ACT (up 6.3 per cent); Queensland (up 4.4 per
cent); and South Australia (up 2.1 per cent).

Home prices were lower than a year ago in the Northern
Territory (down 0.9 per cent) and Western Australia (down 3.1
per cent).

The strongest
annual growth
in home prices

was in NSW

*Annual % change. Source: ABS, CoreLogic, CommSec. CPI — Consumer Price Index. Wages Price Index.
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Annual growth rates

The State of the States report assesses economic performance performing, but if annual growth is rising, then this suggests
by looking at the most recent result — such as retail trade or that performance has scope to improve.

construction —and compares that with the ‘normal’ experience.
And by ‘normal experience’, we define this as the decade

1
On the eight indicators

On the eight indicators assessed, Victoria, the ACT and Western
Australia top the annual changes on two measures. Tasmania

assessed, ViCtOFia, the ACT and average. and the Northern Territory lead the way on one measure.
Western Australia top the

A resident of the state or territory can therefore assess whether

Lo . o When looking across growth rates for the states and territories,
they are experiencing relatively better economic times.

ann Ua| Chan es on two Comparing states or territories on the same criteria determines Victoria and the ACT exceeded the national-average on six of
g ) ) ) . ) the eight indicators from Tasmania (five), Queensland and
. which state or territory is performing the best on a certain . )
measures. Tasman ia and the indicator. Western Australia (four), the Northern Territory (three).
N Orthern Tel’ritory |ead the In addition to relative economic performance, some are also SogthtAUStr.a“;. antd NSW out-performed the national average
interested in economic momentum. That is, annual changes in onJjustone indicator.
Way on one measu re-,, key indicators. A state/territory may have been under-

Annual Growth %

Nﬁ] Jﬂgp@%(ﬁiﬁi

Economic Retail Equipment e Construction Skl H.ousing Dwelling
Growth Trade Investment Work Finance  commencements
NSW 1.2 -1.5 -4.6 -4.6 -13.0 113 10.5 -15.8
VIC 4.4 1.2 -18.0 3.4 2.7 1.87 15.8 1.2
QLD 2.1 44 -1.0 -4.3 4.7 1.57 -4.5 -13.1
SA 1.4 0.0 -10.9 b4 7.1 0.90 -2.0 18.3
WA 131 2.3 19.2 -4.9 1.4 1.28 9.8 7.9
TAS 4.9 51 =127 -0.8 1.8 0.97 -8.6 -1.0
NT 9.0 1.2 -6.6 -0.2 -30.7 -0.38 -23.0 -253
ACT 51 1.4 -25.7 -0.6 -2.5 0.99 21.0 30.6

AUST 45 11 -4.0 4.1 -4.8 1.39 7.3 -6.4
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Looking ahead
If rolling annual new vehicle sales are added to the list of The ACT lost four spots on equipment investment and lost two
Lt indicators, there would be no change in the economic spots on relative unemployment.
The b|g improvers over the performance rankings. NSW fell two places on both relative unemployment and
The ACT is the only state or territory where annual new vehicle relative economic growth and one place on both dwelling starts

past quarter were Tasmania,
Queensland and Western

sales are above ‘normal’, up 4.8 per cent on decade average. and retail trade.
And the ACT is the only economy where new vehicle sales are

eensland gained three spots on both relative unemployment
up on a year ago (up 6.8 per cent). Qu 9a P Ve 'y ploy

and equipment investment and gained two spots on retail trade.

Australia. The blggest losers In the overall rankings, the big improvers over the past quarter But it lost two spots on relative economic growth.
: were Tasmania, Queensland and Western Australia. The biggest . . . .
South Australia lost fi t t t t and
were SOUth AUStral Ia’ N SW losers were South Australia, NSW and the ACT. ou vstralia lost five spg > On equipmen |lnves mentan
one spot each on construction work and relative
and the ACT-,’ Over the quarter Tasmania gained seven places on equipment unemployment.

investment and one place respectively on retail trade, economic
growth and relative unemployment. However Tasmania fell one
spot on both housing finance and dwelling starts.

Western Australia improved one place each on relative
economic growth, relative population growth and equipment
investment.

The Victorian economy was relatively stable across the eight
indicators. That may change in the next survey as a result of the
effects of COVID-19 on the economy.

Northern Territory improved two places on relative
unemployment but lost two spots on equipment investment.

Weak new auto sales

ACT
= The ACT leads the
SA ranking with rolling
annual new vehicle
vic registrations
QLD
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WA
NT

-40 -30 -20 -10 0 10

Motor vehicle registrations, percent change in year to June 2020 on the decade-average. Source: CommSec, ABS, Federal Chamber of Automotive Industries




State of
the States

State & Territory Economic Performance Report

IMPORTANT INFORMATION AND DISCLAIMER FOR RETAIL CLIENTS

This report provides general commentary on domestic economic themes and is produced by the Commonwealth Securities Limited (CommSec) Chief
Economist. It is not intended to be an investment research report. This report has been prepared without taking into account your objectives, financial situation
or needs. It is not to be construed as a solicitation or an offer to buy or sell any securities or financial instruments, or as a recommendation and/or investment
advice. Before acting on the information in this report, you should consider the appropriateness and suitability of the information, having regard to your own
objectives, financial situation and needs and, if necessary, seek appropriate professional or financial advice.

CommbSec believes that the information in this report is correct and any opinions, conclusions or recommendations are reasonably held or made based on
information available at the time of its compilation, but no representation or warranty is made as to the accuracy, reliability or completeness of any statements
made in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and may differ or be contrary to
the opinions, conclusions or recommendations expressed by any other member of the Commonwealth Bank of Australia group of companies. CommSec is
under no obligation to, and does not, update or keep current the information contained in this report. Neither Commonwealth Bank of Australia nor any of its
affiliates or subsidiaries accepts liability for loss or damage arising out of the use of all or any part of this report. All material presented in this report, unless
specifically indicated otherwise, is under copyright of CommSec.

This report is approved and distributed in Australia by Commonwealth Securities Limited ABN 60 067 254 399, a wholly owned but not guaranteed subsidiary of
Commonwealth Bank of Australia ABN 48 123 123 124. This report is not directed to, nor intended for distribution to or use by, any person or entity who is a
citizen or resident of, or located in, any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to
law or regulation or that would subject any entity within the Commonwealth Bank group of companies to any registration or licensing requirement within such
jurisdiction.
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