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1. Regional Developments and News

1.1 Mackay Region
News

Flooding in central Queensland in December and January
significantly impacted Mackay’s coal industry.  Production at
several affected mines stopped, resulting in Dalrymple Bay and
Hay Point coal terminals operating at 60% capacity.  Flooding
also affected the mining-related heavy industry sector, with
firms unable to access mining regions due to vehicle restrictions
on highways.
2010 was a record year for Mackay’s construction sector, with
over $1 billion of projects approved.  Projects include the
Mackay Base Hospital upgrade ($405 million), Stage 2 of
Caneland Central Shopping Centre ($220 million) and Ergon
Energy’s new commercial premises ($33 million).

Outlook

With an economy heavily linked to the coal industry and its
support services, the outlook for mining is a major factor
influencing business confidence. Nonetheless, there are other
factors at play and despite relatively weak confidence in the
December quarter 2010, the gathering pace of local construction
activity is expected to see business conditions improve in the
short term. However, recent flooding throughout central
Queensland is still contributing to supply constraints in key
labour and material input markets. Furthermore, rebuilding after
flood devastation in the Fitzroy region may lead to delays for
construction projects in Mackay.

1.2 Northern Region
News

Sunshine Coast businessman Brett Pointon, is the latest to join
North Queensland’s receivership list. Pointon owns three properties
in Townsville’s Palmer Street dining and entertainment district,
all of which will be put up for immediate sale. The properties are
the Metropolitan Hotel, the Australian Hotel and Hotel M.  

Strategic Airlines has halved the number of direct flights
between Townsville and Bali, as demand has fallen away.
Strategic contends the reduction in flights reflects low season
demand, though speculators in Townsville’s business community
fear the service will be discontinued.
Townsville sustained minimal structural damage from Cyclone
Yasi, however, falling trees and vegetation has created a
significant amount of green waste, providing Council with a
large cleanup bill.  Government handouts have been provided
to the majority of households and will likely flow through to
local businesses.

Outlook

Recent bad news regarding Brett Pointon and Strategic Airlines
is likely to generate uncertainty among the business community
regarding the short term outlook for local demand. However,
while there may be patches of bad news, it is not reflected in
general economic conditions and confidence which remain
relatively buoyant. Ultimately, the Northern region has a range
of economic growth drivers, and not all need to be firing
simultaneously.  The Northern region is currently enjoying the
lowest unemployment rate and the highest business confidence
in North Queensland and Townsville continues to report strong
population growth.

1.3 North West Region
News

The North West’s mining sector appears to be returning to its
pre-GFC glory, and the December quarter saw the
announcement of several major mining projects in the region
including the $700 million Dugald River base metals project,
mining at Mt Oxide and the reopening of the Eloise and Mount
Gordon mines.  The projects have the potential to provide up to
3,000 new full time jobs.

Outlook

The recent announcement of several major mining projects has
improved the North West’s economic outlook.  The challenge for
the North West will be to attract and retain new workers as
permanent residents and reduce fly-in, fly-out work
arrangements.  Commodity prices have held relatively strong in
the international market and are forecast to increase modestly
over the next five years.  As ever, exchange rates and supply of
skilled labour remain threats for this region.
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1.4 Far North Region
News

Capital Globe Group, a company with significant property
interests in Cairns, has recently been put into the hands of
receivers. The company’s interests in Cairns include the
Smithfield Town Centre, Northpoint housing subdivision and the
$100 million twin tower project in the CBD.  The news has cast a
shadow of doubt over several major construction projects in the
Far North.
The Far North’s banana and pawpaw industries have been dealt a
major blow after widespread crop destruction associated with
Cyclone Yasi. Approximately 80% of North Queensland’s banana
crop has been destroyed. As much as 80% of Australian bananas
are grown in the region.
Cyclone Yasi was the final nail in the coffin for the Babinda Sugar
Mill, which is likely to be shut down in the near future. The Mill
has experienced ongoing supply issues over the past 10 years and
sustained significant damage from Cyclone Yasi. The Mill
represents the largest employer in the town, employing 62 people.

Outlook

Cairns’ recovery has been promising over the past two quarters,
however, a combination of lost output (and employment) from
Cyclone Yasi and weak commercial and residential construction
sectors represents a major setback. Cairns’ tourism sector has
also been negatively affected by Cyclone Yasi, however, is to
benefit from 17 cruise ships, bringing 15,000 passengers to the
region throughout February and March.
The Cassowary Coast and southern Cairns regions have
experienced a massive set back after bearing the brunt of Cyclone
Yasi. The townships of Tully, Mission Beach and Cardwell have all
sustained major structural damage to residential and commercial
buildings and much of the region’s fruit crops have been
destroyed. The reconstruction of these areas will see significant
injection of money into the region (from both capital construction
and government handouts). Those regions that were hardest hit
will take an extended period of time to recover, with significant
impacts on the short to medium term economic outlook.

2. Quarterly Indicators
2.1 Business Confidence
Business confidence in North Queensland fluctuated
considerably throughout 2010 and, with the exception of the
Northern region, weakened quite markedly in the December
quarter 2010. This followed a solid improvement in the
September quarter.
In Mackay and the Far North, confidence fell by 47.4 ppt and 52.3
ppt respectively across all indicators. Mackay’s business
confidence was particularly weak in sales and revenue (-15.3
ppt), employment (-9.8 ppt) and wages (-9.4 ppt), whereas
weaker confidence in the Far North was mostly reflected in sales
and revenue (-14.4 ppt), and profitability (-13.5 ppt).  In the
Northern region confidence declined marginally across a range
of categories, with employment increasing by 6.0 ppt. Business
confidence also weakened in Brisbane.

The latest results confirm the Northern region is North
Queensland’s most confident economy, while the Far North
continues to record the weakest business confidence.

Figure 2.1: Business Confidence, December Q 2010

Source: CCIQ Pulse Report December 2010

2.2 Unemployment
The unemployment rate fell in the Far North (-1.8 ppt), North
West (-1.3 ppt) and Northern (-0.4 ppt) regions during the
December quarter. The Far North’s unemployment rate has now
declined for the second consecutive quarter, providing a hint of
optimism for the region. The unemployment rate in Mackay
increased marginally (+0.4 ppt) but remains below 5%. The
Northern and Mackay regions remain the benchmark in terms of
employment opportunities in North Queensland.

Figure 2.2: Unemployment Rate

Note: Dotted lines are forecasts and are based on ABS small area labour force statistics
Source: QRSIS Labour Force Trends, AECgroup
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The Far North’s agriculture industry is characterised by sugar
cane and banana plantations in coastal regions and vegetable
growing in inland regions (Tablelands). The Northern and
Mackay regions have significant sugar cane plantations in the
coastal areas of Hinchinbrook, Burdekin, Proserpine, Mackay
and Sarina. The inland areas of Charters Towers and Isaac are
primarily beef cattle producing regions.  The North West is also
a significant producer of beef cattle, particularly in the Shires of
Flinders, Richmond and McKinlay.
In 2009, there were an estimated 10,790 businesses operating in
North Queensland’s Agriculture, forestry and fishing industry.
The Far North reports the most businesses (4,094), followed by
Mackay (3,334) and Northern (2,968). The North West has the
smallest number of agricultural businesses (664), though the
comparative average size (land mass, production and turnover)
of these businesses is estimated to be significantly larger than
those in the Far North, Mackay and Northern regions.
Agricultural business counts and employment sizes are
reported in Table 3.1.

Table 3.1: Agricultural Business Counts by Employment

Size (2009)

Source: ABS business counts

Prices for North Queensland’s key agricultural products have
fared relatively well over the past six years.  Sugar prices have
been relatively high over the past decade, and in 2009-10 were
78% higher than in 2004-05.  Fruit prices have also been high
over the past several years.  Prices peaked in 2006-07 after
Cyclone Larry destroyed a significant proportion of the Far
North’s fruit crop.  However, fruit prices remain at healthy levels
in 2009-10.  Beef cattle prices have been relatively static over the
past six years, and in 2009-10 were 4.2% below 2004-05 prices.

Forecast prices reveal a fairly positive outlook for North
Queensland’s agriculture industry. Sugar prices are expected to
fall slightly, but still remain at high levels.  Sugar production was
negatively affected by early rainfall in 2010, however this is
unlikely to significantly affect sugar prices, which are

determined by international markets.  

Taking into consideration recent crop devastation sustained by
Cyclone Yasi, fruit prices will almost certainly increase over the
next 12 months (despite pre-Yasi forecasts suggesting declining
prices), much like they did after Cyclone Larry.  Fruit prices are
likely to increase particularly for bananas, lychees and
pawpaws, as the Far North provides a significant proportion of
these fruits to the Australian market.  The higher prices will be
driven by a significant decrease in supply.  The Far North will not
benefit from the higher prices, as many producers will have no
crop for market.  Higher prices will therefore primarily affect
consumers.  The loss of fruit production in the Far North will
provide significant implications for producers and associated
supply industries including, loss of income and subsequent
increases in unemployment.

Beef cattle forecasts indicate marginal price increases in  2010-11.
Prices for all of North Queensland’s key agricultural products are
reported in Figure 3.1.

Figure 3.1: Agricultural Price Index - 2004-05 to 2010-11

Note: Indexes are based to 2004-05 prices.  Dotted lines represents ABARES forecasts.

Source: ABARES, Australian Commodities Report December 2010

Region 0-49 50-99 100+ Total

Northern 2,674 21 3 2,698

North West 655 6 3 664

Mackay 3,283 18 33 3,334

Far North 4,002 65 27 4,094

Total 10.614 110 66 10,790

3. North Queensland’s Agriculture Industry

Each Quarter the Northern Exposure provides an overview and outlook for a key sector in North
Queensland. This quarter, we look at the agriculture industry.
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