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1.1 OVERVIEW 

The ACT economy is now on a strong growth footing.  Growth in Gross State Product is 
expected to be 3¼ per cent in 2016-17, consistent with the 3.4 per cent recorded in 
2015-16.  Above trend growth is also forecast to continue into 2017-18 at 2¾ per cent, with 
growth then returning to its long-term trend rate of 2½ per cent. 

This compares to national growth which was 2.6 per cent in 2015-16 and is forecast to be 
only 1¾ per cent in 2016-17.  Growth is then forecast to pick up to 2¾ per cent in 2017-18 
before returning to its long-term trend growth rate of 3 per cent over 2018-19 to 2020-21. 

The Territory’s growth is broad based, with construction, service exports, government 
consumption and household consumption contributing to the positive economic outlook. 

The strong outlook for growth is being accompanied by solid employment growth.  Around 
3,000 jobs are expected to be created on average each year over the forward estimates, 
a growth rate of 1½ per cent a year. 

Jobs growth is expected in a range of industries including construction, education and 
research, defence and intelligence, tourism, and sectors associated with household 
consumption.  This is further evidence of the progress being made through the 
ACT Government’s efforts to diversify the Territory’s economy.  This jobs growth is also 
paired with an ongoing low unemployment rate and high participation rate in the ACT. 

The ACT’s population is also increasing, rising by 5,778 people over the 12 months to 
September 2016.  This growth is forecast to continue, with around 6,000 more people living 
in Canberra each year. 

Wages growth is expected to continue to be moderate over the short term before returning 
to trend in the medium term, due to the impact of Australian Public Service wage bargaining 
outcomes.  Importantly, however, private sector wages growth in the ACT has recently 
shown signs of gathering pace.  Despite subdued wages outcomes, an expanding population 
and employment base is expected to lead to steady household consumption growth. 

Consumer prices are forecast to remain at or below the mid-range of the Reserve Bank of 
Australia’s target over the forward estimates.   

Overall, the ACT economy is being supported by strong fundamentals, including population 
growth, a solid public and private sector investment pipeline and historically low interest 
rates. 
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Downside risks to the ACT economy centre on any potential impact of the Commonwealth 
Government’s de-centralisation agenda or other adverse policy decisions which reduced the 
57,549 Australian Public Service staff currently based in Canberra.  In addition, any negative 
national housing shock at the national level, while not expected, would likely have flow-on 
effects on the ACT.  On the upside, the relatively weak dollar may provide a stronger than 
expected boost to ACT service exports, such as education and tourism, which are already 
growing strongly. 
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1.2 NATIONAL AND GLOBAL ECONOMIC OUTLOOK 

National economy 

The Australian economy expanded at a solid pace in 2016, recording growth of 2.4 per cent 
over the calendar year.  Looking ahead, the Commonwealth’s 2017-18 Budget forecasts the 
Australian economy to strengthen, with growth of 2¾ per cent in 2017-18 and 3 per cent in 
2018-19.  

The prevailing low interest rate environment is expected to support this growth, aided by a 
smaller negative impact from falling mining investment, which had previously acted as a 
drag on national economic growth.  Resource exports are expected to contribute 
significantly to growth over the forward years.  However, the broader economy continues to 
transition away from mining investment-led growth, with dwelling investment expected to 
remain a source of strength in the near term. 

The Commonwealth’s 2017-18 Budget forecasts subdued real wages growth that is 
expected to persist until at least 2018-19.  This is likely to flow through to subdued growth 
in household income and consumption growth.   

In part, this subdued wages outlook is being driven by excess capacity in the labour market.  
While labour market conditions have shown general improvement, the employment growth 
in 2016 was largely part-time in nature.  This move toward part-time employment growth is 
contributing to the relatively low and stable unemployment rate at the national level, but 
suggests that the labour market has significantly more capacity than the headline 
unemployment rate alone suggests. 

The weak Australian dollar and historically low interest rates are expected to continue to 
support the Australian economy over the medium term.  This has driven small, but 
significant upward revisions to the inflation outlook for Australia, as a result of stronger 
domestic activity, coupled with a more robust global economic outlook. 

Global economy 

The International Monetary Fund (IMF) is forecasting global growth to continue to pick up 
over the next two years.  The April 2017 World Economic Outlook reports improved 
forecasts for world economic growth in 2017, led by an improved outlook for advanced 
economies.  

Growth among advanced economies was weak in 2016, primarily due to the protracted 
recovery in the United States.  However, going forward, growth in the United States is 
forecast to accelerate in 2017, based partly on the Trump Government’s assumed fiscal 
expansion.  Yet, over the longer term, the IMF has estimated US potential growth to be only 
1.8 per cent – lowered by an ageing population and flagging productivity growth. 
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The outlook for the Euro area is for an expansionary fiscal policy, a relatively weak euro and 
accommodative financial conditions.   

The overall profile for growth in the United Kingdom has become biased toward nearer term 
growth, with stronger than expected economic activity ahead of the UK’s exit from the 
European Union.  Economic activity in the UK is expected to slow somewhat in 2018, as a 
result of this bring forward in activity. 

The growth outlook for Australia’s major trading partners remains robust, with steady 
growth projected for China, Japan and, notwithstanding slight downgrades to its outlook, 
South Korea.  

Japan’s economic growth has been revised up since the 2016-17 Budget Review, although 
this is on the basis of revisions to Japanese national accounts data.  While near-term export 
performance has been stronger than anticipated, it remains the case that Japan’s 
demographics will curtail its longer-term growth prospects. 

While Chinese growth rates remain at solid levels, there are risks associated with the 
transition from an export-led growth model to a more balanced, consumption-orientated 
economy.  Lately, economic activity in China has slowed due to the combination of relatively 
modest domestic demand growth and reduced global demand for Chinese exports.  

Overshadowing this transition period are increasing risks in China’s financial system 
following years of debt-fuelled stimulus.  Over the longer term, however, China’s ambitious 
infrastructure plans should support growth going forward. 
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1.3 ACT ECONOMIC OUTLOOK 

The ACT economy is undergoing a period of expansion, with 3.4 per cent growth in 2015-16 
and 3¼ per cent expected in 2016-17.  Growth of 2¾ per cent is forecast in 2017-18, before 
a return to longer term trend growth rates of 2½ per cent over the remainder of the forward 
estimates period. 

This growth is expected to be broad based, with continued expansion of dwelling 
construction and service exports such as education, business services and tourism.  
Household consumption expenditure, including on consumer durables associated with new 
household formation, is also anticipated to contribute to the positive economic outlook. 

Australian Government consumption and investment spending in the ACT, which represents 
60 per cent of State Final Demand, has also supported growth since the lifting of the 
Australian Public Service (APS) hiring freeze on 1 July 2015.  It is expected to continue to do 
so over the forward estimates.  The 2017-18 Commonwealth Budget forecasts Australian 
Government general government sector total expenses to increase by around 3.5 per cent 
on average per annum from 2016-17 to 2020-21.1  Overall, the 2017-18 Commonwealth 
Budget forecasts an average annual pace of fiscal consolidation of 0.6 per cent of GDP, 
broadly in line with that at the time of the Commonwealth’s Mid-Year Economic and Fiscal 
Outlook 2016-17 (MYEFO). 

The coming year will see significant increases in the APS efficiency dividend begin, and 
continue over the medium term.  In addition, the recent announcement of possible 
decentralisation of the Australian Public Service would have negative impacts on 
Commonwealth Government expenditure in the ACT if it involved agencies moving out of 
Canberra. 

Overall, economic growth in the ACT is being underpinned by strong population growth, low 
interest rates and a relatively weak dollar.  

Forecasts of key economic aggregates are summarised in Table 1.3.1. 

                                                      
1 Current prices. 
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Table 1.3.1: 2017-18 Budget economic forecasts, percentage change 

 Actual Estimate Forecasts Projections 
2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 

ACT           

Gross State Product1 3.4 3¼ (+1) 2¾ (+¼) 2½ 2½ 2½ 
State Final Demand1,2 2.9 5 (+2) 3¼ (+¼) 3½ (-½) 4 4 
Employment3 1.8 1¼ 1½ 1½ 1½ 1½ 
Wage Price Index3,4 1.9 1¾ (-¼) 2 2½ (-1) 3 (-½) 3 
Consumer Price Index3 0.8 2½ (+½) 2 (+¼) 2¼ (-¼) 2½ 2½ 
Population3 1.3 1½ 1½ 1½ 1½ 1½ 
Australia           

Gross Domestic Product1,2,5  2.6 (-0.1) 1¾ (-¼) 2¾ 3 3 3 
Sources: ABS Cat. No. 5220.0, 5206.0, 6202.0, 6345.0, 6401.0 and 3101.0; Chief Minister, Treasury and Economic 
Development Directorate; 2017-18 Commonwealth Budget.  
Notes: Forecasts and projections are rounded to a ¼ of a percentage point, reflecting an appropriate level of accuracy in 
forecasting economic parameters.  Projections are based on long-run trend assumptions. 
1. Real values. 
2. Year average basis. 
3. Through the year basis. 
4. Total hourly rates of pay excluding bonuses. 
5. These are the 2017-18 Commonwealth Budget forecasts.  Comparisons are to the Commonwealth’s Mid-Year 

Economic and Fiscal Outlook 2016-17. 

Gross State Product 

Gross State Product (GSP) increased by 3.4 per cent in 2015-16, two and a half times the 
1.3 per cent growth recorded in 2014-15.  This points to a strong recovery and brings the 
size of the ACT economy to $36.2 billion.2 

Public administration and safety grew by 5.6 per cent in 2015-16, contributing half of the 
growth in the ACT’s real GSP.  The remaining growth in real GSP was broad based.  The 
construction sector grew by 5 per cent, contributing 0.2 percentage points to growth; 
education and training sector grew by 3.4 per cent, contributing 0.2 percentage points to 
growth; and health care and social assistance grew by 3.5 per cent, also contributing 
0.2 percentage points to growth. 

The rebound in the public administration and safety sector partially reflects the lifting of the 
Commonwealth Government’s hiring freeze on 1 July 2015. 

The ACT’s total service exports also supported growth, increasing by 13 per cent during 
2015-16 to reach $1.7 billion.3  Of this, education exports accounted for $508 million or 
more than 30 per cent of total service exports.  This continues the trend of recent years of 
sustained service export growth, which has risen by 65 per cent since 2010-11.  Education 
exports increased by 68 per cent over the same period.4 

                                                      
2 Real Gross State Product. 
3 In 2015-16, total national service exports grew by 9.0 per cent. 
4 Since 2010-11, total national service exports grew by 33.8 per cent, while national education exports grew by  
27.6 per cent. 
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Looking forward, the high rate of economic growth recorded in 2015-16 is expected to 
continue, moderating slightly to 3¼ per cent in 2016-17.  This is driven by growth in public 
administration and safety, and strong growth in construction, as well as growth in wholesale 
trade, retail trade, rental, hiring and real estate services, education, and health. 

Growth is forecast to moderate in 2017-18 to 2¾ per cent on the back of a slight slowing in 
the rate of dwelling construction and ongoing broad based growth across the ACT economy. 

Overall the ACT economy is being supported by strong fundamentals of high population 
growth, low interest rates and a weak dollar.  In particular, the relative weakness of the 
Australian dollar following the mining investment boom is expected to continue under 
continued growth in service exports.  Service imports are also forecast to grow, but at a 
slower pace, in line with recent trends. 

State Final Demand 

State Final Demand (SFD) is expected to grow by 5 per cent in year average terms in 
2016-17, well above the 2.9 per cent recorded in 2015-16.5  Growth in 2016-17 is expected 
to be driven by National Government Final Consumption Expenditure, household 
consumption and dwelling construction. 

State Final Demand is forecast to grow by 3¼ per cent in 2017-18 as growth in National 
Government Final Consumption Expenditure and dwelling construction slows off current 
high levels.  However, household consumption is expected to continue to grow on the back 
of solid population and employment growth. 

Household consumption 

Household consumption expanded by a strong 3.6 per cent over the course of 2015-16 in 
year average terms.  This pace of growth is expected to continue over the forward estimates 
on the back of solid population and employment growth.  Associated with this population 
growth is the purchase of consumer durables and other furnishings arising from new 
household formation. 

The ongoing expansion in household consumption is likely to occur despite the downward 
pressure placed by a moderate wages outlook. 

Population 

The ACT’s population was estimated at 398,349 persons at 30 September 2016.  This 
represents an increase of 5,778 people at 1.5 per cent growth from 30 September 2015.  
Natural increase contributed 3,710 people to this outcome, while net overseas migration 
contributed 1,992 people. 

                                                      
5 State Final Demand Budget forecasts are presented on a year average basis (the total of four quarters divided by the 
preceding four quarters). 
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Looking ahead, the ACT’s estimated resident population is forecast to grow by 1½ per cent 
from 2016-17 onwards and reach 428,000 people by 2020-21. 

Population growth from natural increase (births less deaths) will continue to be the largest 
contributor, supported by growing net overseas migration.  Net interstate migration is 
expected to record net inflows, albeit small, driven by a relatively strong economic outlook 
and the ongoing development and diversification of Canberra.  

Figure 1.3.1: ACT population growth by component 
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Sources: ABS Cat. No. 3101.0; CMTEDD. 
Note: (e) denotes estimate, (f) denotes forecast, (p) denotes projection. 
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Housing market 

The ACT’s property market remains robust, with median house prices rising by 6.8 per cent 
and unit prices by 5.9 per cent over the 12 months to March 2017.6 

Figure 1.3.2: Turnover and median price, houses and units, original data 

0

100

200

300

400

500

600

700

800

900

1,000

0

100

200

300

400

500

600

700

Mar-12 Sep-12 Mar-13 Sep-13 Mar-14 Sep-14 Mar-15 Sep-15 Mar-16 Sep-16 Mar-17

Tu
rn

ov
er

 (N
um

be
r)

Pr
ic

e 
($

'0
00

)

Turnover - Houses (RHS) Turnover - Units (RHS)
Median House Price (LHS) Median Unit Price (LHS)

 
Source: ACT Government, Access Canberra. 

Other housing sector indicators also show signs of a positive outlook, with dwelling 
commencements up 109 per cent over 2016, and new investor housing finance up by 
22 per cent over the year to March 2017.  Dwelling approval numbers have also risen 
considerably over the past two years. 

                                                      
6 Based on complete unit record data of all transactions. 
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Figure 1.3.3: Dwelling approvals by type, original data, 12 month rolling total 
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Looking ahead, housing activity in the ACT is expected to remain buoyant, supported by the 
ACT Government’s land release program and the release of remediated asbestos affected 
blocks in established suburbs.  Moreover, continued employment growth, solid population 
growth and a low interest rate environment are expected to further support demand for 
housing. 

However, the strong dwelling construction outlook is expected to moderate toward the end 
of the forward estimates period as more unit complexes are completed. 

Investment 

In this Budget, the Government will invest $2.8 billion in infrastructure over the forward 
estimates. 

As part of this investment program the Government will undertake new capital works worth 
$622 million across urban renewal, health, education, transport and arts.  This includes new 
investment on public housing ($47 million)7, to be undertaken in addition to already 
planned public housing works ($249 million).  The Government will also upgrade 
infrastructure in public schools ($85 million) and expand schools in Gungahlin ($24 million). 

The Government will also undertake the Gundaroo Drive duplication – Stage 2 ($30 million), 
while building a new health centre for Aboriginal and Torres Strait Islander Canberrans 
($12 million). 

                                                      
7 This project is titled Better support when it matters – Public Housing Renewal – New and better properties. 
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Investment in the ACT is also supported by a significant pipeline of work in the private 
sector, valued at $624 million8 as of the December quarter 2016.  Works include for the new 
Calvary Bruce Private Hospital ($62 million)9, the Campbell 5 mixed-use precinct 
($200 million)10 and several major residential developments in the Belconnen town centre. 

Labour market 

Labour market conditions in the ACT have continued to improve recently with employment 
growth of 1.5 per cent through the year to April 2017.  The unemployment rate has also 
declined to 3.6 per cent as at April 2017, the second lowest rate of all jurisdictions 
(Figure 1.3.4). 

Figure 1.3.4: Employment growth, unemployment rate and participation rate 
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Source: ABS Cat. No. 6202.0. 

Employment is expected to grow at a moderate rate of 1¼ per cent in 2016-17 before 
expanding further to 1½ per cent in 2017-18.  This is consistent with a solid outlook for 
labour demand indicated by a strong growth in job vacancies in the ACT (Figure 1.3.5). 

                                                      
8 Building Activity (ABS Cat. No. 8752.0), non-residential building work yet to be done. 
9 Calvary Hospital media release dated 21 March 2016. 
10 See ‘Work starts on apartments at Campbell 5’, 26 September 2015, www.domain.com.au 
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Figure 1.3.5: Employment and job vacancies 
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Sources: ABS Cat. No. 6202.0 and 6354.0. 
Note: Employment is monthly trend data; Job vacancies are quarterly original data. 

Consumer prices 

Inflation in the ACT is expected to increase from 0.8 per cent growth over the course of 
2015-16 to 2½ per cent in 2016-17, reflecting a bounce-back of non-tradeable price growth 
(Figure 1.3.6).  Inflation is expected to grow at 2 per cent through the year in 2017-18 and at 
2¼ per cent in 2018-19, returning to the mid-point of the Reserve Bank of Australia’s target 
band thereafter. 

There is a short-term upside risk to inflation due to the possible effect of rising fruit and 
vegetable prices on headline inflation following the impact of Cyclone Debbie in major 
growing regions in Queensland.  These effects may be felt over the June quarter 2017. 
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Figure 1.3.6: Consumer Price Index growth 
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Sources: ABS Cat. No. 6401.0; CMTEDD. 
Note: (e) denotes estimate, (f) denotes forecast. 

Wages 

The Wage Price Index (WPI) is expected to grow at 1¾ per cent over the course of 2016-17, 
before gradually rising to 2 per cent in 2017-18, 2½ per cent in 2018-19, and 3 per cent 
thereafter. 

The downwardly revised WPI estimate for 2016-17 from Budget Review reflects weaker 
than expected public sector wages growth.  Thereafter, forecasts for WPI reflect the fact 
that private sector wages growth has been proceeding as expected, while the protracted 
bargaining process experienced across some large APS agencies has not yet been resolved 
(Figure 1.3.7), adding uncertainty to the outlook. 
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Figure 1.3.7: Wage Price Index growth 
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Sources: ABS Cat. No. 6345.0; CMTEDD. 
Note: (e) denotes estimate,  (f) denotes forecast. 
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1.4 ECONOMIC STRATEGY 

Economic strategy 

The ACT Government will continue to invest in the infrastructure that our growing city 
needs, diversify the economy, improve the regulatory environment for businesses and 
continue tax reform, while creating a liveable, sustainable and inclusive city. 

Infrastructure 

Over the four years to 2020-21, the Government will invest $2.8 billion on infrastructure 
projects that will improve productivity and liveability across Canberra.  This includes 
investing $648 million in urban development, $262 million in hospitals and health 
infrastructure, and $209 million on schools and education facilities. 

The Government will also continue to work with the private sector in delivering Light Rail – 
Stage 1 ($265 million) and the new ACT Law Courts Facilities ($79 million). 

The Government will make a $766 million provision for future capital works, such as the 
Centenary Hospital for Women and Children and the Surgical Procedures, Interventional 
Radiology and Emergency Centre (SPIRE) at the Canberra Hospital. 

The Government will also allocate $249 million from the Better Infrastructure Fund to 
improve the service delivery capacity of existing infrastructure assets. 

New agencies to deliver urban renewal 

The Government will establish the City Renewal Authority (CRA) from 1 July 2017.  The new 
Authority will focus on encouraging and promoting a vibrant city through the delivery of 
design-led, people-focused urban renewal, and encouraging and promoting social and 
environmental sustainability. 

The Authority will lead the transformation of the City Centre and Dickson, supporting the 
development of new public spaces and buildings along and around Northbourne Avenue 
and through to the lakeside precinct in West Basin. 

Alongside the CRA, the Government will establish the Suburban Land Agency to deliver new 
greenfield residential estates and more affordable housing.  This new Agency will focus on 
land release, housing supply, better suburbs and associated suburban renewal projects. 

Diversifying the ACT economy 

In this Budget, the Government commits an additional $17.7 million over four years to 
supporting Canberra businesses to diversify, grow and innovate. 
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In particular, the Government will support collaborative projects with our higher education 
and research institutions and aligned business partners, to build capability in key and 
emerging sectors including space, spatial and satellites, cyber security, sports technology, 
health innovation, information and communication technology, e-government and the 
agri-tech and environmental sciences.  

The Government will support the defence industry advocacy strategy, and continue to make 
strategic and partnered investments in Canberra’s innovation ecosystem. 

The Government will also support our trade and investment facilitation effort through the 
Office of International Engagement, as well as supporting film making in the ACT through a 
new four year funding commitment to ScreenACT. 

In addition, the commencement of direct international flights in September 2016 is 
expected to continue to support the expansion of tourism, business travel and international 
freight exports in Canberra and the region, helping to broaden the ACT’s economic base. 

Higher education and research 

Education is the ACT’s largest export, worth $508 million in 2015-16.  The higher education 
and research sector contributes $2.6 billion annually to the local economy and supports 
16,000 jobs. 

The Government is working closely with the higher education institutions and the business 
community to build a city of knowledge and talent.  The Government is also promoting 
Canberra as Australia’s study destination of choice through programs such as 
Study Canberra. 

As part of our commitment to vocation education and training, the Government will invest 
an additional $1 million over four years to support women in trades and help mature age 
workers to improve their skills. 

Tourism 

In 2016, Canberra attracted 207,900 international visitors and 2.5 million domestic 
overnight visitors, who contributed $1.9 billion to the local economy. 

The Government, in partnership with local industry, is working to grow the value of 
overnight visitation to $2.5 billion by 2020.  The Government is promoting Canberra’s core 
destination experiences including the outdoors and nature, family fun, food and wine, arts 
and culture and major events and festivals.  We are also facilitating domestic and 
international business opportunities through growing our strategic partnerships. 
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Taxation reform 

The Government is committed to making the Territory’s taxation system fairer, simpler and 
more efficient.  The ACT is the first jurisdiction to abolish taxes on insurance premiums and 
we are continuing to reduce conveyance duty each year with the revenue replaced through 
the general rates system.  Conveyance duty for commercial transactions below $1.5 million 
is being fully phased out by 2018-19. 

These changes will ensure a stable revenue base into the future, support the delivery of the 
services Canberrans expect, and ensure that future generations not to bear the economic 
costs of an unfair and inefficient tax system. 
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1.5 RISKS TO THE ECONOMIC OUTLOOK 

While the budget forecasts show ongoing strength in the ACT economy over the forward 
estimates, there are a number of risks to this growth.  The primary risks to the ACT’s 
economic outlook are centred on Commonwealth Government spending.  The 
commencement of the Commonwealth Government’s increased efficiency dividend in 
2017-18 represents a key downside risk to the ACT economy, as do recently announced 
plans for regional decentralisation of the Australian Public Service. 

International and domestic challenges facing the broader Australian economy also represent 
downside risks that may affect the ACT economy.  While the International Monetary Fund’s 
(IMF’s) forecasts for China’s growth outlook have improved after a period of downgrades it 
remains the case that risks to the wider Australian economy are linked to the nature of 
China’s transition from export and investment led growth to a more consumption 
orientated economy.  

Recent commentary has expressed concerns about the viability of sustained property price 
growth in Australia’s larger capital cities, with key figures in macroeconomic and prudential 
regulation expressing the view that the Australian property market is experiencing 
unsustainable price growth.  As noted in previous budget documents, a sudden tightening of 
financial conditions could represent a risk to the pace of dwelling construction, household 
expenditure and associated economic activity in the ACT. 

Nationally, household debt to GDP ratios are among the highest in the developed world – 
far exceeding those experienced in the US in the lead-up to the sub-prime mortgage crisis.  
Despite prevailing low interest rates, there are clear risks to households carrying this level of 
debt. 

Compounding this problem is the fact that Australia’s international capital flows are fuelled 
in large part by a narrow combination of commodity export performance, and the interplay 
between domestic and international interest rates.  While commodity exports are expected 
to remain reasonably strong, the interplay between interest rates hinges upon a wide range 
of factors beyond Australia’s control. 

Locally, while property prices in Canberra are much more closely aligned to household 
income growth than in some other capital cities, these conditions also represent a risk to 
the outlook for the ACT’s economy and public finances.  Furthermore, property prices in 
Canberra are not immune to flow-on effects from the national market. 

Offsetting this is the potential upside that exists in relation to new development along the 
Northbourne Avenue corridor, as investors seek to take advantage of the construction of 
the new light rail route. 

The higher education sector also represents a source of potential upside, due to a 
favourable exchange rate and ongoing economic growth in Asia, particularly in China. 
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