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Welcome to the latest edition of BankSA’s
economic bulletin, Trends, conducted in 
conjunction with Deloitte Access Economics. 
In this edition we examine the postponed 
benefits of a hoped for mining boom in 
South Australia and the need to refocus on
other opportunities.

Last year’s announcement by BHP Billiton that 
it would delay the much-anticipated 
expansion of Olympic Dam was tough news.
While the decision was based on pure global
economics, there was disappointment across 
business, government and community
sectors. But I do think at the end of the day, 
it was not entirely unexpected by the time it
was actually made.  

The May 2013 BankSA State Monitor showed 
that business and consumer confidence levels 
took a fall to record lows. Only recently have 
we seen a rebound to more positive levels, as 
reported through the September BankSA
State Monitor confidence survey.

The Olympic Dam news came on top of the
damage done to a number of businesses by
the strength in the Australian dollar and by
this nation’s relatively high interest rates.

So where does the growth of the future lie 
while we wait for a resurgence in resources 
which is likely to be a way off? 

As this publication and many other similar
economic bulletins regularly state, we can 
look to nearby Asia’s expanding populations 
and their demands to help fuel our own
growth.

This latest Trends report highlights that as
Asia gets both richer and its populations get 
older, the sorts of the demands it makes on 
the world, and hence South Australian 
businesses, will change and open up a range 
of new opportunities for expansion.

For South Australia that means opportunities 
for our proven areas of strength including our
health, education and food sectors.

Over the past couple of years or so, this State 
found itself on the wrong side of the two-
speed divide. It missed out on many of the 
benefits of the resources boom and also 
suffered the costs from the strength in 
Australia’s interest and exchange rates.

But, as Trends says, the bigger picture is
changing. China has slowed somewhat. At
the same time the Australian dollar is well off 
its peaks, and the same is true of Australian 
interest rates, with mortgage interest rates a 
“hair’s breadth above their record lows’’.

This opens up new opportunities for growth, 
and Asia’s rise hasn’t ended – it is merely
changing shape. As Asia gets both richer and
older, it will need more food, improved 
housing and healthcare and populations will
look for more travel opportunities and higher
levels of education. South Australia already
enjoys a proven track record in these fields.

For example, healthcare is already a ‘sectoral 
star’ in this State and delivers some of the 
best outcomes in the world, boasting a global 
reputation for quality spanning primary care, 
hospitals, pharmacies, teaching institutions 
and other facilities.

Over the past decade, employment in the 
healthcare sector has passed levels in both 
manufacturing and retail, and is on the way
to becoming the largest employer in South 
Australia.

Not only is the health sector large, it is also 
relatively recession proof, and its future looks 
bright thanks to Australia’s demographic 
destiny as an ageing society.

“Finally, South Australia is older than the 
average State,’’ the report says. “Although 
that is a negative for the prospects for many 
sectors, it works the other way for health 
care – where South Australia’s demographics 
are a positive for future prospects.”

That said, there are also plenty of challenges 
ahead including tight public sector budgets 
and skilled workforce shortages. However, 
these very challenges also represent real 
opportunities for private sector providers and 
future school leavers, and tertiary institutions 
and the education sector.

Higher education in South Australia has the 
potential to sell into world markets – not just 
national markets. Educating foreign students 
is already a billion dollar business in this State 
– more than five times what it was just over a
decade ago.  

The rise of China and India are projected to 
significantly add to the potential pool of 
students studying in the relative close 
proximity of South Australia in the years to 
come.

This State already has a well-established track 
record in training foreign students at our 
world-class institutions.  

When we look at food and the farming 
industry sectors, this State’s farm sector is 
relatively stronger in South Australia than any 
other industry. But farmers all over the 
country have been doing it tough due to the 
usual vagaries of nature and weather 
patterns, as well as the strong Australian 
dollar.

In good news, as the Australian Government’s 
Asian Century White Paper made clear, global 
demand for food will rise in the future and, 
while growing incomes and the trend 
towards urbanisation in emerging economies 
may increase the demand for food, there will 
be increased pressure on the availability of 
farming land to meet that demand, especially
in Asia.  

Additionally, our proximity makes for delivery 
of fresh produce in a timely way to these 
Asian markets.

That region’s growing middle class spends 
more on discretionary items, including 
recreation and travel.  South Australia has a 
lot of what Asian visitors are looking for, 
including significant natural assets, great 
climate and wonderful culinary culture.

The local industry though, according to this 
bulletin, will need to adapt to new demand 
for more luxury-based travel experiences with 
a focus on infrastructure development and 

investment in technology and skills. 

Tourists from emerging Asia tend to pursue
luxury; in particular, resorts that integrate
high-end gambling, accommodation,
entertainment and retail.  Critically,
infrastructure investment has not kept pace
with changing demand, although much work
is being done at industry and government 
levels to rectify this challenge. 

Finally, Trends suggests gas should be a future
area of growth focus for South Australia.

Asia’s growing cities are choking, with
industrialisation and urbanisation leading to
air quality issues and the clean and green
aspects of gas will push significant growth in
the global demand for gas in coming 
decades. 

That may have mixed implications for 
Australia, given that the trend towards gas 
will partly come at the cost of coal – an
Australian export mainstay. That equation is
skewed the other way for this State, with 
relatively less coal in the mix.

As this issue highlights, the future is brighter
than many people realise.  It is true that 
South Australia has been late to the resources
boom and delays to the Olympic Dam 
expansion were a disappointment.

But recent falls in exchange and interest rates
are good news for the State and there are a 
range of sectors which can expect to do
particularly well in coming years. I also note
that when addressing a major investment 
conference last month, Reserve Bank of
Australia Governor Glenn Stevens said “it
seems quite likely that at some point in the
future the Australian dollar will be materially
lower than it is today’’.

These gains won’t come easily and, sector by 
sector, there are important challenges that
will need to be met, but the work will be
worth it.

Jane Kittel
Managing Director, BankSA
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Introduction

South Australia had long hoped that 
it could join other parts of Australia 
in slipstreaming Asia’s rise.  But all 
of a sudden the resources boom 
seems to be cooling, and the earlier
expectation that this State was 
simply late to a big party has been 
called into question.

In particular, news that the expansion 
of Olympic Dam was not going
to get the early go ahead hit the 
State hard, coming as it did atop 
the damage done to a number of 
businesses by the strength in the 
Australian dollar and by this nation’s 
relatively high interest rates.

So what’s next?  Where does the 
growth of the future lie?  We take 
the chance to look beneath the hood 
of the State’s economic engine in this 
article, answering these questions 
and others.

However, the essential message here 
is pretty simple.  Winston Churchill 
would have recognised it – the 
resources boom isn’t ending, but 
recent developments have marked
an important change.  As Asia gets 
both richer and older, the sorts of
demands it makes on the world, and 
hence South Australian businesses, 
will change.  That will open up a
range of new opportunities for 
expansion.

And at the same time, this State can 
play to some of its known strengths, 
with both the health sector and the 
education sector looking like prime 
prospects to help carry the growth 
baton in this State further in the 
years to come.

“Let China sleep; 
when she wakes she 

will shake the world.”

–Napoleon

“Now is not the end. It is 
not even the beginning of 
the end. But it is, perhaps, 
the end of the beginning.”

–Winston Churchill

The changing face of SA
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The two speed split

China’s economy began to wake
from its century’s long slumber about 
a decade ago.  Although a great leap
forward in its growth had been 
brewing for quite some time, it 
wasn’t until about 2003 that the
forces of globalisation, urbanisation 
and industrialisation collided in a
manner that saw China’s growth not 
merely rocket along, but do so in a 
very ‘commodity hungry’ manner. 

Moreover, China was simply in the
vanguard of this latest round of 
global development in emerging 
economies, with a slew of other
nations – stretching from Brazil to
Turkey – joining the emerging
economies of Asia in upping their 
pace of development over the past
decade.

The upshot was an enormous surge 
in industrial commodity demand.

That was great news for Australia, 
given that we were already the
world’s leading supplier of industrial
inputs to developing Asia.  And as
the prices for the likes of coal and 
iron ore climbed ever higher, 
Australia began to see two distinct 
benefits.

On the one hand those higher prices 
pumped up national income – profits
roared along ahead of the global 
financial crisis, and they dragged
good job growth along in their wake.

And soon after profits jumped, so did 
the pace of engineering construction 
in Australia – businesses rushed to
dig new mines, but also to develop
the export infrastructure required to 
get them to market.  As a result, rail 
capacity was added to, as was the 
ability of ports to ship greater 
tonnages, while there was also 
spending on deepening ports and 
channels, as well as on developing
road access in residential and other 
infrastructure around fast growing
hives of mining construction activity.

Yet many of the benefits of this 

phase of the resource boom passed
South Australia by.  The chart below
benchmarks South Australian sectors
against their national counterparts. 
Those sectors ranked above the 100
line are ones which are larger in this
State than they are nationally, while
those below the 100 line are
relatively smaller here.

The chart therefore shows that,
relative to the make-up of the
Australian economy as a whole, 
South Australia punches above its
weight in sectors such as agriculture,
health, manufacturing, retail, and 
education and training, but that it is
relatively less reliant on mining, and 
finance and insurance than other
states.

Given that mining was a relatively 
smaller player in this State (at 
least to date), more of the mining
construction benefits of the recent
boom flowed to Australia’s west and 
north than they did to this State. 
Moreover, the big hope for South 
Australia – that there would be an
early go ahead to the expansion of

Olympic Dam – ultimately proved 
one step too far.

Or, in other words, South Australia 
missed out on some of the key 
benefits of the resources boom.

Yet the resources boom also brought 
a deadly duo in its wake:  relative 
strength in Australia’s interest and 
exchange rates:

•  The Australian dollar has long 
been characterised as a commodity 
currency, and so it rose sharply 
alongside similar gains in 
commodity prices.  At its peak, the 
Australian dollar was comfortably 
above parity with the United States 
dollar.

•  In addition, the extra money
pumped into Australia’s economy 
by the resources boom – both 
the higher prices for commodities 
as well as the revved up pace of 
mining-related construction that 
then flowed from that meant that 
this nation’s economy was stronger 
than its peers.  The end result was 
that our interest rates were also 
higher than those of our peers.

Source: Australian Bureau of Statistics
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Chart 1:
Ratio of South Australian employment shares to national shares – 2012.
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That combination of strength of 
exchange and interest rates meant 
that South Australia – a State that 
arguably missed some of the bigger 
direct benefits of the resources 
boom – was front and centre for the 
collateral damage that accompanied 
the resources boom. 

In particular, the high Australian 
dollar spelled trouble for the State’s 
manufacturing sector, as well as its 
ability to sell the likes of wine and
farm products on world markets.  
Similarly, that crushing currency
strength meant Australians rushed to
holiday overseas rather than here at 
home.  Because this State’s tourism 
sector is geared more to domestic
than international travellers, that
meant a double whammy:  not 
merely did Aussies holiday overseas 
instead of South Australia, but fewer 
world visitors ventured to Australia’s 
shores.  At the same time, higher 
interest rates also played merry hell 
with a bunch of sectors, hurting the 
pace of housing construction, and
weighing on retail sales.

Perhaps the most prominent victim 
of this phase of the resources
boom was car production in the
State, which fell sharply in recent
years.  Indeed, it is in the car sector
where the deadly duo arguably
did most damage – the strength 
of the Australian dollar meant that 
imported cars were much cheaper, 
while relatively high interest rates
meant that cars (which typically are 
bought on credit) were less attractive 
to purchasers than otherwise.

Accordingly, this State found itself 
on the wrong side of the two-speed 
divide through Australia’s economy.  
We missed out on cashing in on
many of the benefits of the resources 
boom, but copped on the chin the
costs from the strength in Australia’s
interest and exchange rates.

But the winds are changing

Yet the big levers of sectoral and 
State growth are already on the 

move.  China has slowed and the 
world’s miners have dug deeper, and 
that shift in the tectonic plates of 
global commodity demand and 
supply was enough to see the price 
of Australia’s main exports – coal and 
iron ore – take a drubbing.

At the same time the Australian 
dollar is well off its peaks, and the 
same is even more true of Australian 
interest rates.  In fact, mortgage 
interest rates are only a hair’s breadth 
above their record lows.

That swing in interest and exchange 
rates is very important for the 
prospects of a range of South 
Australian sectors.  In fact in many 
ways the starter’s gun of renewed 
growth potential has already fired for 
a number of local businesses – all it 
took was a swing in interest and 
exchange rates to revolutionise the 
potential prospects of a range of the 
State’s sectors.

Where is future growth going to 
come from?

So earlier hopes for this State to 
slipstream emerging economy 

growth by developing a larger
resources sector have been set back
by recent developments.  Yet falls in
the Australian dollar and in interest 
rates open up new opportunities for
growth, and Asia’s rise hasn’t ended 
– it is merely changing shape.

Indeed, as Asia gets both richer
and older, Federal Treasury has long
since noted that it will seek out the
likes of better food and housing, as 
well more travel and higher levels of
education.

Each of these will bring new – and 
better – growth opportunities into 
play in coming decades.

Yet this story starts with some 
existing strengths – the two 
hometown heroes of health and
education.

Healthcare has a healthy future

Perhaps the most obvious success
story in this State’s future will be that
of healthcare.  Why is that obvious? 
Partly it’s because healthcare is
already a sectoral star in this State, 
and partly it’s because of what Peter 

Chart 2:
Ratio of health employment to total employment in Australia.
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Costello used to call ‘demographic 
destiny’, which is virtually guaranteed 
to have an impact on the size of this
sector over time.

And there is already good news 
worth crowing about.  South 
Australia’s healthcare system delivers 
some of the best outcomes in the
world, and boasts a global reputation
for quality spanning primary care 
(especially general practitioners),
hospitals, pharmacies, teaching 
institutions and other facilities.

Chances are that growth will only 
get better.  First up, think of recent 
experience – it instils confidence in
the future.  Over the past decade, 
employment in the healthcare
sector has passed that in both
manufacturing and retail along the
way to becoming the largest
employer not merely in South 
Australia, but also in Australia as a
whole.

In fact, one in eight Australians are
now employed in this sector.

Moreover, although the finances of
both the Federal and State 
Department Governments are under
pressure, the money set aside for
healthcare spending in Australia by 
governments recently leapt off the
back of both sides of politics signing
on to the National Disability
Insurance Scheme.  Although much
of this latter money will go to the 
disabled in the first instance, a solid
proportion of it can expect to be 
spent on the healthcare needs of 
those individuals.

In addition, not only is the health
sector large, it also has a well-
deserved reputation of being 
relatively recession proof, and its
future looks bright thanks to
Australia’s demographic destiny as an
ageing society, with the latter
implying substantial expected growth 

in the health sector in coming 
decades.

Finally, South Australia is older than 
the average State.  Although that is a 
negative for the prospects for many 
sectors, it works the other way for 
healthcare – where South Australia’s 
demographics are a positive for 
future prospects.

That said, there are also plenty of 
challenges ahead.  Roughly 70 cents
in the dollar of health spending 
comes as subsidies from taxpayers – 
Federal and State.  And although 
there is a good pipeline of money 
promised across the next few years, 
the public sector budgetary woes of 
the moment suggest that there is 
clearly a risk that governments will
tighten the screws on health funding 
in the years to come.

If so, then although the demand for 
healthcare will increase, it is less clear 
that taxpayers will be willing to fund 
meeting that demand.  (Then again, 
the likely reluctance of the public 
sector to pay also means there will 
be increased opportunities for the 
private sector.)

Second, success brings in its wake a 
bunch of side-effects – and not all of 
them will be welcomed.  For 
example, any sector with growth 
prospects as good as those in 
healthcare can also expect to 
struggle with skill shortages.  That 
may be particularly true given that 
Australia’s nursing workforce is
ageing, and that many carers of the 
elderly and disabled are themselves 
ageing.

Yet these challenges are best seen as 
caveats on what is an essentially 
positive outlook.  Healthcare is 
already one of the State’s sectoral
stars, and that star is set to brighten 
further in the years to come.

Chart 3: 
Births in South Australia, 2004 to 2012.

Source: Australian Bureau of Statistics
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Education

Ironically, demographic destiny may 
be a positive for the prospects of
healthcare, but it is also a positive for 
the prospects of the education 
sector.

That may come as a surprise to
some, but the number of children
being born in this State has lifted by 
a sixth since 2004 (as page four’s
Chart 3 shows) and those ‘extra’
children have already boosted 
demand for child care, and are now
entering the bottom end of primary
school.

By definition, those increased
numbers of students will wend their
way through the rest of primary 
school and then into high school.  

Moreover, by the time that they hit
higher education – university or other
tertiary – the market becomes 
potentially larger still.  That is 
important, because while South
Australian births lifted by a sixth in
recent years, the matching gain for
the nation as a whole was a quarter.

Accordingly, to the extent that this 
State’s universities and other 
institutes of higher education can 
capture some of the demographic 
dividend on offer from other states, 
there is even better upside in higher
education – albeit an upside that will
take some years to eventuate as the
higher birth rates evident since the 
middle of last decade reach the
appropriate age for higher education.

More importantly still, higher
education in South Australia has the 
potential to sell into world markets – 
not just national markets.

In fact educating foreign students is 
already a billion dollar business in this 
State – more than five times what it 
was just over a decade ago.  And, 
across the nation as a whole, 
educating foreign students is 
Australia’s fourth largest income 
earner.  

More to the point, there’s a tiger in 
the tank, with the rise of China and 
India projected to add notably to the 
potential pool of students studying 
abroad in the years to come.  In fact 
the Australian Government’s 
International Education Advisory 
Council expects the education sector 
to grow by approximately 5% per 
year until 2020, which would see 
Australia host more than half a 
million foreign students every year in 
primary, secondary, tertiary and
vocational courses.

South Australia is able to bring a 
number of advantages to bear in 
encouraging foreign students to our 
shores.  In part that is simply because 
English appears to have won the 
battle of the languages:  it was the 
world’s leading language when the 
spread of the internet revolutionised 
global communication, and the latter 
phase may have consolidated the
grip of English on its leading 
position.

In turn, that makes Australia – as an 
English speaking nation – a 
particularly desirable destination for 
the world’s students, as many people 
will want to immerse themselves in 
an English-speaking environment 
while they study.

But wait, there’s more.  Other 
advantages include our proximity to 
Asia – the fastest growing ‘source 

markets’ for students are in
Australia’s ‘backyard’, and already
have well-established track records in 
training foreign students.  In
addition, the Australian dollar is
already comfortably under parity with
the US dollar, and that has helped 
restore some competitiveness against
the likes of the United States and the
United Kingdom, both of whom are
also strong competitors in this 
market.

Moreover, Australia has yet another 
trump card.  Unlike much of the
world, we are open to skilled
migration.  That makes studying here 
a ‘try before you buy’ opportunity for
both the student and for Australia.

Finally, this State has world-class 
educational institutions, and that has 
stood us in good stead.  Accordingly, 
as Chart 4 shows, South Australia 
has been able to carve out a growing
share of the international education 
market within Australia over time.

Yet the education markets of the
future come with caveats too.  Most 
notably, Asia’s own education sectors
are on the march, with quality lifting
rapidly.  And, at the same time,
changing technologies mean that 
there will be less need for the
students of the future to live 
internationally if they want an
international education.  The rise of
Massively Open Online Courses or 
‘MOOCs’ will increasingly separate
students from given physical
locations.  They won’t replace the 
social aspects of face-to-face tuition
in a classroom, but such
developments may be expected to
challenge Australian institutions as 
they compete with famous brands
from the US and UK.

In addition, recent years – which saw
a mishmash of visa changes, cost
hikes, currency challenges and
reputational disruptions (including
the treatment of Indian students
studying in Australia) – led to a fall in 
student numbers, as mapped out in 
Chart 5 (on page 6).

Even so, there is great potential here
and South Australia is well positioned 
to make the most of it.

Farming

Take a look back at the first chart in 
this article.  It ranks South Australian
industry sectors against their national
equivalents, and shows that the farm 
sector is relatively stronger in South 
Australia than any other industry.

That’s pretty impressive.  It has 
also, however, been something of 
a millstone for South Australia’s 
economic performance over time.

Chart 4: 
South Australia’s share of Australian education exports, 
2000-01 to 2011-12.

Source: Australian Bureau of Statistics
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Unfortunately, being a farmer
in this State – or indeed pretty
much anywhere across the nation 
– has been a tough gig for some 
time.  That hasn’t just been due
to the usual slings and arrows of 
outrageous weather, but also to 
Australia’s pumped up currency 
strength.

Add in some other headwinds, and 
you won’t be surprised to hear that 
the farm sector’s importance to
the State’s economy has been on a 
downward trend for decades. 

And it isn’t just us.  That trend has 
been typical across most high income 
countries, with the structure of the
economy shifting towards services as 
incomes rise.

That said, a game changer is 
approaching.  As the Australian 
Government’s Asian Century White 
Paper made clear, global demand 
for food will rise in the future.  For
example, according to the research 
cited in that report, the world will
need about 70% more food than 
today by 2050 in order to feed a
larger and richer population, with
most of the projected increase in 
food demand coming from Asia. 

Moreover, as the Rural Price Index 
article in this issue of BankSA Trends 
highlights, with incomes on the 
rise in emerging economies, calorie
intake (especially from protein)
and the consumption of higher 
quality food products are set to rise
more than the average.  In turn, 
that will mean that consumers will
be increasingly demanding meat 
and livestock products as well as 
horticultural products and wine from 
South Australian producers.

At the same time, while growing
incomes and the trend towards
urbanisation in emerging economies
may increase the demand for food, 
there will be increased pressure on 
the availability of farmland to meet
that demand, especially in Asia.  That
means that opportunities will present 
themselves to agricultural producers
around the world.

Will South Australia be able to
capitalise on these opportunities? 
We certainly enjoy several
advantages that make us competitive 
on the world stage as a food
producer.

For example, we are geographically 
close to the region that is set to
drive food demand in the future
– Asia.  That will mean that we 
have the ability to better meet the

growing demand for fresh produce, 
by delivering relatively fresher 
produce than many of our potential 
competitors.  

We also have a well-earned 
reputation for food safety and 
reliability – and the quality of this 
State’s wine is world-renowned.  In 
fact, China has already been one 
of our fastest growing markets for 
wine in recent years and, with per 
capita wine consumption in Asia still 
relatively low, this is a market with 
great potential for further growth. 

An additional windfall for our 
agricultural producers may come 
with the likelihood that the level of 
the Australian dollar will ease further 
over the longer term.

Yet, there are some big challenges 
for the sector too.  The age of 
Australia’s farmers is a particular 
issue, with Chart 6 showing that, 
compared to the average Australian
business, farmers are under-
represented in workers aged up 
to 44, and over-represented above 
that age.  For example, farmers are 
more than six times more likely to 
be aged over 65 than workers in the
Australian workforce as a whole.

In addition, the sector faces pressures 
for water to be diverted from 
agriculture to environmental use, as
well as highly variable productivity
and profitability across farms.  

Even so, these are not 
insurmountable barriers, given the 
potential gains likely to be available – 
the upside is there, if the State can 
achieve it.

Chart 6:  
Farm workforce relative to the national workforce, by age.

Source: Australian Bureau of Statistics
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Chart 5:  
Australian international student commencements, by sector.

Source: Australian Bureau of Statistics 
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Tourism

Asia is getting richer and it is
travelling more.  And there’s more to
come.  A growing middle class in
Asia will also mean higher spending 
on discretionary items, including 
recreation.  For example, McKinsey 
projects that the share of income 
going to discretionary spending in
urban China will increase from 34% 
in 2000 to 45% in 2025. 

That’s big bucks, and hence the 
demand for international travel is
therefore almost certainly set to rise
in coming years, driven by the 
burgeoning Asian middle class.  In 
fact, that is already being seen in
tourist numbers from China and
India which have increased rapidly 
over the past decade.  Indeed,
Australia is already a beneficiary of 
that trend, with visitors here from
China already the second largest – 
lagging only behind the Kiwis.

Tourism is already big business,
generating $23 billion, or 8% of
Australia’s exports, last year, and the 
South Australian Tourism 
Commission estimates that this
State’s tourism sector is worth in 
excess of $5 billion to the SA 
economy, directly employing more 
than 33,000 people.  Australia
currently ranks eighth in the world as
a tourist destination, attracting about 
3% of the US$1.03 trillion dollars a 
year that tourists spend globally.  

South Australia has traditionally been 
popular with visitors from the United 
States, United Kingdom and New 
Zealand.  However, increasing
affluence in Asia is changing this

emphasis, with visitors from ever 
more affluent Asian countries,
especially China, an increasingly 
important part of the local market.  

The Australian Government’s 
National Long-Term Tourism Strategy 
is looking for further growth, and 
Chart 7 shows that private sector 
forecasters are seeing exactly that.  
Driven by natural advantages of 
climate and geography,  boosted by 
a fall in the Australian dollar, and 
against the backdrop of conscious 
decisions by government and 
industry to spur development of the 
sector, tourism is expected to be one 
of Australia’s fastest growing 
industries for at least the next 
decade.  

Luckily, South Australia has the
goods here.  We have a great variety 
of natural assets, lots of sunshine, 
our relative proximity to Asia, and
the rise of airline seats into Adelaide 
from the rest of the world.  For 
example, Emirates now flies into
Adelaide, while Singapore Airlines
and Malaysia Airlines have also 
increased their services into Adelaide.

We even have the ability to mix
and match potential here – a richer 
Asia will want not merely to travel
more, but also (as noted above)
to eat better as well.  That means
this State’s existing strengths as a
culinary destination are therefore
well targeted towards where future 
growth potential will be.

Chart 7:  
Projected room nights occupied.

Source: Australian Bureau of Statistics 
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However, an emerging Asian market 
will lead to a change in the nature
of tourism demand.  While South
Australia is well placed to benefit 
from this change, the industry will
need to adapt to new demand 
with a focus on infrastructure 
development and investment in
technology and skills.  

For example, while an earlier 
generation of tourists were attracted 
to Australia’s beaches and outback, 
tourists from emerging Asia tend to 
pursue luxury; in particular, resorts
that integrate high-end gambling, 
accommodation, entertainment
and retail.  Critically, infrastructure 
investment has not kept pace with
changing demand, although much 
work is being done at industry and
government levels to rectify this
challenge.  

At the same time the resources
boom has had an impact on the
number of workers available to fill 
hospitality positions.  Initiatives such 
as Tourism Australia’s Best Jobs in the 
World campaign hope to lure more
young travellers to Australia, who
often fill many of these positions 
during their stays.

Gas

Yet as good as this State’s potential
in tourism is, it may be even greater 
in gas (see Chart 8).

There are two reasons for this.  One
is because Asia’s cities are choking, 
with industrialisation and
urbanisation leading to air quality
issues everywhere from Manila to 
Beijing.

Asia’s politicians are already reacting 
to that, and one of the beneficiaries 
will be a switch towards gas as an

energy source.  More broadly,
increasing industrialisation and
urbanisation in emerging countries, 
the recent distancing from nuclear 
power in the wake of the Fukushima
accident, and the clean and green 
aspects of gas will push significant
growth in the global demand for gas
in coming decades. 

That may have mixed implications for 
Australia, given that the trend 
towards gas will partly come at the
cost of coal – an Australian export
mainstay.

Yet that equation is skewed the 
other way for this State, with
relatively less coal in our mix.

And although so-called
‘unconventional gas’ opportunities
have been controversial across
Australia as a whole, by and large
South Australia’s gas potential is less 
in competition with its agricultural
operations than is true in other 
states. That’s a key plus for us.

Indeed, the State Government’s 2013 
Economic Statement noted that the
“shale and coal seam gas reserves in 
South Australia, located in the 
Cooper and Eromanga Basins around
Moomba approximately 770
kilometres north of Adelaide, is an
area that has not been used for
agricultural purposes.” Moreover, it
went on to add that “the presence
of existing pipeline infrastructure 
from Moomba to Adelaide for 
domestic gas markets and to Port 
Bonython for liquid gas export
markets means that South Australia
is well-positioned to benefit from the
growth in demand for cleaner energy
sources than coal.”

Finally, initial exploration completed
in the Arckaringa Basin suggests 

there may be an enormous shale oil 
gas opportunity in the area 
surrounding Coober Pedy.

However, as is true of the other 
sectors considered here, this 
opportunity won’t just fall into our 
lap.  For example, to fully realise 
potential gas exports, South Australia 
must address the recent increases in 
costs and regulatory burdens.

Conclusion

We’ve only scraped the surface. For 
example, we’ve barely mentioned the 
expansion of Olympic Dam.  
Although that hasn’t happened yet, 
we’re talking about a world-class 
asset here, and chances are that it 
will occur in the years to come.

Besides, Olympic Dam isn’t the only 
game in town.  South Australia is 
one of the most prospective mineral 
provinces in the world.  As the State 
Government has noted, in 2011-12, 
South Australia attracted one third of 
Australia’s copper exploration, almost 
a quarter of Australia’s uranium 
exploration and two thirds of 
Australia’s non-Western Australian 
iron ore exploration.  And there is 
already action afoot, with 20 mines
already operating in the State and a
further 30 projects in advanced 
stages of gaining regulatory 
approval.

Nor have we mentioned advanced 
manufacturing, where South 
Australia is already well positioned, 
and the State Government has been 
supportive.  The future for 
manufacturing in Australia doesn’t lie 
in competing in commoditised 
markets with low cost product from 
Asia.  Rather, the future lies in the 
ability of this State’s businesses to 
generate and sustain higher value 
added solutions across a range of 
manufacturing applications.

But it’s the bigger point we need to 
concentrate on here:  the future is 
brighter than many people realise.  It 
is true that South Australia has been 
late to the resources boom – a boom 
which is itself already cooling.

Yet on the other hand the recent falls 
in exchange and interest rates are
very good news for this State.  And, 
as this article has noted, there are a 
range of sectors where the State can 
expect to do particularly well in 
coming years.

These gains won’t come easily.  
Sector by sector, there are important 
challenges that this State will need to 
surmount.  But the potential gains 
are getting better by the day – and
they are worth fighting for.

Chart 8:  
Expected Australian liquid natural gas exports.

Source: Australian Bureau of Statistics
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The article on the Australian 
economy discussed whether housing 
is fairly priced – or has entered 
bubble territory.  In brief, it found 
that Australian housing prices were 
fully priced, and had been big 
beneficiaries of more than two
decades without a recession, but
that they weren’t a bubble.

Moreover, although housing prices 
are still rising, consumers are more 
indebted this time around than in
previous housing price upturns, and 
Australians are increasingly showing 
an unwillingness to take on 
additional debts – interest rates cuts
have so far been used to pay off
existing debt rather than encourage 
consumers to take on more debt. In
addition, construction is starting to 
pick up and will continue to do so 
as interest rates stay in low territory 

– which should help to contain 
house prices. 

In turn, this article explores the 
performance of the housing sector 
in South Australia in recent years 
relative to that for the nation as a 
whole. 

To take a general view, some of the 
fundamentals that have driven 
strong gains in prices and capacity 
in housing markets across Australia 
have not been matched strongly in 
South Australia. For example, 
population growth in the State has 
lagged behind the national average 
for well over a decade, causing the
State’s share of the overall
population to fall.  

That is a key reason why housing 
remains less expensive in this State 
than in the rest of Australia. 

However, a deeper look is useful 
here, and luckily the Australian 
Bureau of Statistics (ABS) has 
released a fascinating set of data
that provides a thorough overview 
of housing costs across different 
regions and age groups, income
levels, tenure types and a wide
range of other factors.

It shows that on average, South 
Australia is the cheapest place in
mainland Australia to pay off a
mortgage (housing costs in 
Tasmania are cheaper). The ABS
data also shows mortgage holders 
in South Australia on average pay 
$408 per week for housing, 
compared to a national average of
$468 per week, and that this State 
is $117 cheaper a week than
average housing expenses in the 
Northern Territory (the most

House prices – the South 
Australian story
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expensive place for weekly housing 
costs in Australia).  

Meanwhile the same data found 
that on average, South Australia is 
the cheapest place in Australia to
rent. The average cost of rent in
South Australia is $243 per week, 
over $100 cheaper per week than 
the national average ($345), and a 
full $140 per week cheaper than in 
NSW (the most expensive state in 
Australia to rent).

Turning attention to median house 
prices shows much the same result.
Sales data for major capital cities for 
2012 shows that the majority of 
houses in Adelaide (49.2%) sold for 
between $200,000 and $399,000, 
while in total across Australia, only 
31% of houses sold were in that
price range. 

Nationally, the lion’s share of houses
sold for between $400,000 and 
$599,000 (34.2%). 

That gap can be readily seen in the 
chart, which indicates that median 
prices in Adelaide have consistently 
been below their national equivalent 
over time.

Yet these measures of median prices 
don’t account for inherent 
differences in the types of homes 
being sold – such as the size of the
house, or whether it has extras such 
as another bathroom or a pool.

The value of vacant land, however, 
is dictated primarily by its 
geographical context and size. On 
that basis, a handy indicator of the 
relative price of housing between 
regions across Australia can be 
derived through the relative cost of
a square metre of land.

Interestingly, Adelaide performs less 
well on this measure, ranked as the 
third most expensive capital city for
a square metre of residential land – 
behind the likes of Sydney and
Perth. 

That suggests lower house prices in 
Adelaide are partly a product of 
smaller block sizes – at an average
of 375sqm, the smallest out of any
capital city in the country – than any
substantial discount on the relative
price of housing or land. (RP data 
indicates that the average block size 
for all capital cities in Australia in
2012 was 535sqm.)

Turning the discussion to 
affordability also presents some 
interesting results. Another key
finding from the ABS is that housing 
costs as a share of family incomes 
have remained broadly unchanged 
since 2003-04, at around 14%.
Indeed, despite the rather large 
variances in median house prices 
and costs across states and capital 
cities, housing costs as a share of 

gross household income in South
Australia are around 14%, right on
average. 

That suggests that while house 
prices in this State have not seen 
the growth experienced in other
states, neither have incomes in 
South Australia. 

Hence, although it is true that 
housing costs in South Australia are
some of the lowest in the country, it 
is also true that incomes are lower,
and that income growth has lagged 
that in the rest of Australia.

The upshot is that housing 
affordability in South Australia is
therefore broadly in line with that in
the rest of the country, at least
based on relative incomes. That 
story is supported by the chart of 
housing costs relative to income in
South Australia, which broadly
follows that for Australia as a 
whole. 

Accordingly, South Australia’s 
housing market is perhaps ‘less 
different’ than it appears at first 
glance. Although homes are
cheaper to buy or to rent here than 
elsewhere, that difference partly 
reflects lower incomes, and smaller 
blocks of land.

Once you allow for the latter two 
factors, then South Australia’s 
housing markets are rather more
like those in the nation as a whole.

Median value of dwelling.

0

50

100

150

200

250

300

350

400

450

500

1994–95 1996–97 1999–00 2002–03 2005–06 2009–10
South Australia Australian average

($000)

Share of housing costs to average income.

10 

11 

12 

13 

14 

15 

1994–95 1996–97 1999–00 2002–03 2005–06 2009–10 

South Australia  Australian average 

(%) 

11



Do we have bubble trouble?

Rebounding property prices are 
generating a buzz in the media 
around the prospects for Australian 
housing markets.  Near record low 
interest rates mean that money is 
cheap and, as almost always follows 
from that, housing prices are on the 
rise.

At the same time new housing
construction continues to
disappoint. 

With supply (new housing) slow and 
prices fast, some are therefore 
pondering whether recent price
gains are a sign of an approaching 
bubble in residential house prices. 

There are few debates more likely to 
stir passions among Australians.  We 
are, after all, a nation that aspires to 
home ownership – long since 
known as the Great Australian 
Dream. 

Indeed, surveys of voter preferences 
during the recent Federal election 

ranked housing affordability as a 
priority for many voters above 
border security, broadband and even 
education.

So are Australian housing prices 
a bubble?  Or is one brewing?

It is true that Australian housing 
prices look high on many measures 
– including the number of years of 
average income needed to buy the 
average house, as well as rental 
income expressed as a share of 
housing prices.

For example, the 9th Annual 
Demographia International Housing
Affordability Survey released earlier 
in the year ranks Australia as having 
one of the most expensive housing 
markets out of the countries 
surveyed (countries surveyed include 
Australia, Canada, Hong Kong, 
Ireland, New Zealand, the UK and 
the US).

And if you track the value of 
median house prices against median 

incomes, then the median house 
price is now more than nine times 
median incomes.

Similarly, rental yields as expressed 
as a share of housing prices have 
also struggled to keep pace.  

Then again, such results are no 
great surprise.  Australia has now 
gone more than 20 years without 
having had a recession, and all sorts 
of things have benefited from that 
charmed run – including housing
prices.

On the other hand, this nation 
won’t always be able to keep 
dodging recessions and, as and 
when one eventually hits, chances 
are that housing prices would be 
affected by that.

However, housing may not be quite 
as overvalued as many think.  For 
example, the Australian Bureau of 
Statistics recently released a 
fascinating set of data under its 
Housing Occupancy and Costs 

Australian house prices: fair 
value, or an accident waiting 
to happen?
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2011-12 publication. The release 
provides a very thorough overview
about housing costs across different 
regions and age groups, income 
levels, tenure types and a wide 
range of other factors.  A key 
finding of the report was that 
housing costs, as a proportion of
gross household incomes, have 
remained broadly unchanged since 
2003-04 at around 14%. That 
suggests household affordability has 
not changed much relative to 
incomes in a decade.

One reason for this relative steady 
relationship between prices and 
incomes is the increasing share of 
housing costs relative to land. Urban 
containment policies have 
constrained the supply of land 
around the fringes of Australia’s 
major capital cities (though more in 
Sydney than in Melbourne). The 
latter has ensured land prices have 
risen with the willingness to pay for 
it.

One simple measure of ‘fair value’ 
compares housing prices to national 
income.  Land costs increasingly 
dominate housing prices, and there 
are reasons to believe that land 
prices and national income should 
broadly grow in line with each other 
over the longer term.

That relationship is shown in the 
first chart.

It shows that national income and 
housing prices have broadly risen 
together over the past three 
decades.

In addition, the periods in which 
one of these measures moved 
ahead of the other produces the 

second chart as a simple measure of 
rates of over and under valuation in 
housing prices over time.

It tells a plausible story on whether 
housing prices in Australia are ‘fairly 
valued’ or not, implying that 
housing prices were overvalued in 
the late 1980s, and then spent 
much of the 1990s underwater 
before reaching a new peak degree 
of overvaluation (at 22%) in 2003.

That was pretty dangerous territory, 
but luckily national income has 
grown pretty fast ever since – in 
effect the rise of China and its 
impact on Australia made our 
housing prices more reasonable.

The recent swings saw overvaluation 
drop notably through the global
financial crisis, before lifting back up 
again through 2009-10, and then 
ease more recently.

For what it’s worth, this simple, but 
handy, measure suggests housing 

prices are overvalued by about 1% 
at the moment.

That may be an understatement – if 
only because this measure currently 
only extends to June 2013, and 
housing prices have risen since then 
– but it may not be out of the ball 
park.

Having said that, housing prices 
could still suffer in a recession more 
than may be immediately apparent.  
Recessions cut national income – 
the yardstick used in this measure – 
meaning that the fall off in relative 
valuations in the early 1990s 
(Australia’s last recession) was bigger 
than it appears.

Even so, this chart gives some 
comfort:  Australia’s house prices 
are indeed high, but perhaps not 
dangerously so.

In addition, although housing prices 
are currently rising relatively rapidly, 
there are factors which will help to 
keep them in check.  Perhaps chief 
among the latter is that Australian 
families are carrying a lot more debt 
than they were in previous housing 
price upswings and have shown less 
willingness to take on more debt – 
with that increased conservatism a 
likely legacy of the global financial 
crisis.

Further, low interest rates will 
eventually encourage greater levels 
of new housing construction, 
providing some offset to rising 
house prices.

These latter factors should help
ensure that house prices in Australia 
do not approach bubble territory.  

House prices and national income.
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Currency movements swing back 
in farmers’ favour…

The past six months have seen a 
number of broad trends move
somewhat back in farmers’ favour – 
particularly South Australia’s crop
farmers.  Weather conditions have
been generally favourable, 
particularly for key crops, with
moderate winter temperatures 
matched by better than average 
winter rains.  With the Bureau of 
Meteorology expecting a solid 
chance that coming months will see 
those positive conditions continue, 
the outlook is for some good 
increases in the State’s wheat crop 
(up more than 40%) and the barley 
crop (up more than 25%).

Adding to the good news on supply 
is good news on crop prices – the
middle of 2012 saw sharp increases 
in world prices of most key grains, 
and since then a portion of those 
gains have been preserved. 
However, the more significant factor

has been the fall in the Australian 
dollar since April.  As Chart R1 
(below) shows, the past few months 
saw stability in overall agricultural 
prices in Australian dollar terms (in 
effect, the prices received by local
farmers) even though there were 
solid falls in the index measured in 
foreign currency terms (more closely 
measuring the prices paid by
buyers).

…but will those trends be 
maintained?

As Chart R2 (on page 15) makes 
clear, while prices for all key
commodity groups have improved 
since they bottomed out in 2008, it 
is crop farmers who have been the 
biggest winners over that time.

The good news is that the outlook 
for grains remains broadly positive.  

BankSA Rural Price Index

The positive outlook for 
agribusiness
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Better seasons domestically and 
across the United States and around
the Black Sea cropping region in 
Europe may push prices down 
somewhat over coming months.  On
the other hand, at some stage the 
United States will slow the pace at 
which it has been ‘printing money’, 
and that phase may lead to a rising
US dollar and hence a falling  
Australian dollar. The latter will tend

to offset these global price falls, 
thereby working in Australian 
farmers’ favour (helping to close the 
gap between the $A and TWI lines 
in Chart R1).

There is also a broadly positive
outlook for livestock famers – an
area of the farm sector that has 
seen prices decline steadily over 
recent years.  Recent reasonable 
years on the weather front in
Australia have seen an end to a 
period of destocking of cattle.  
Despite issues with trade with 
Indonesia, rising beef imports in the 
Middle East and Asia have boosted 
demand for Australian beef.

Livestock production overall is 
forecast to lift.  Although there have 
been relatively weaker conditions for 
lamb and sheep, these problems

have been more than offset by
better news on beef and veal.

The final sector in the Rural Price 
Index, horticulture, has traditionally 
seen the greatest stability in prices – 
primarily due to its far greater focus
on domestic production and sales
(and hence the far lesser impact of 
currency fluctuations on prices), 
even though the flipside of this 
focus is the possibility that this 
sector can be greatly affected by 
localised weather events.

Prices increased sharply for 
horticultural products through 2012,
but the falls of early 2013 have only 
intensified as the year has unfolded.  
That fall is driven largely by 
weakening prices for potatoes 
(offsetting strength in tomatoes, a 
recovery in onion prices and a move
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COMPONENTS OF THE BANKSA RURAL PRICE INDEX  

BankSA Rural Price Index

    August 2012
Index base: January 2000 = 100   % change since

  Level Apr 2013 Sep 2012 Sep 2011

AUSTRALIAN DOLLAR INDEX

Grains 193.3 +6.0% +1.0% +8.8%

Livestock and Livestock Product 167.1 +1.3% -4.5% -12.3% 

 Livestock Only 171.5 -0.0% -8.9% +14.5%

Horticulture 127.5 -6.7% +5.1% +6.2%

TOTAL ($A Based) 166.9 +1.5% -1.1% -2.8% 

SDR INDEX

Grains 249.4 -6.4% -8.9% +6.8%

Livestock and Livestock Product 215.6 -10.5% -13.9% -14.0% 

Horticulture 164.4 -17.6% -5.1% +4.2% 

TOTAL (SDR Based) 215.3 -10.3% -10.7% -4.6% 

TOTAL (TWI Based) 212.2 -7.8% -8.4% -4.4%

Construction of the Index

The BankSA Rural Price Index 
informs the State’s farmers and farm
industries how prices are faring for
South Australia’s farm products,
rather than merely how prices are 
faring across Australia as a whole. 
The index aggregates price
movements across 17 products
which make up more than 80% of
South Australia’s farm output.

There are three groups of products –
grains (wheat and barley), livestock 
and related products (dominated by 
wool, milk and beef), and 
horticulture (dominated by grapes).

The total and each sub-index are 
indexed to January 2000 (equals 
100). The index itself shows prices 
in Australian dollars, reflecting prices
received by South Australian 
farmers, as well as in terms of the 
prices paid by foreign buyers (that 
is, prices in foreign currency).
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in apple prices back to 2011 levels).  
Aside from onions, stronger 
production levels have been 
recorded across all horticultural 
products and are expected to 
continue through the coming year – 
with the Federal Government’s farm
forecaster, ABARES, expecting the 
overall strength to drive the value of
national horticultural exports 
towards $2 billion.

Overall, positives (a good season 
and a lower Australian dollar) are 
expected to broadly outweigh the 
negatives (weaker world prices amid 
better crops elsewhere), meaning 
the simple summary is that the short 
term farm outlook is solid, with the 
lower currency swinging markets 
back in our favour.

Swings in longer term trends

Australia’s basic conundrum – that 
we have lots of land, but a severely
constrained ability to use it 
productively thanks to the lack of
water across large parts of the 
continent – has long shaped the
potential of Australian agriculture.  
As a result, and although our 
farmers and others in the sector
have much to be proud of, the farm
sector has fallen away very sharply 
as a share of national income in 
decades past.  As Chart R3 shows, 
farm incomes have dropped from 1
in every 6 dollars in the late 1960s 
to just 1 in 50 dollars now.  Similarly 
the sector has dropped sharply both 
in terms of its contribution to jobs 
and also to Australia’s exports.

Yet that story of loss hides a number 
of very strong positives.  While
much of the ‘fall’ in share is because
we have moved from an economy
based on production of goods to

one based on the consumption of 
services, it is also true that much of 
the loss of importance has been 
because prices of farm products
have declined sharply relative to the 
prices of services, and because the
farm sector in Australia has seen
strong increases in productivity over 
this time, meaning resources that
used to be devoted to keeping us 
fed are now able to be used in
other sectors of the economy.

Of more concern than the fall in 
income is the rapidly ageing farm 
workforce.  With a median age of 
52, there are roughly five times as 
many farm workers over 65 still in
the workforce relative to the typical 
industry.  That ageing worker profile 
is linked to the fact that most farms 
are family owned – and hence 
typically quite small.  The small size 
of farms adds an additional problem
because there is a close correlation
between farm size and profitability.  
For example, the largest 10% of 
farms make 50% of overall farm 
output, while the smallest 50%
contribute just 10% of output.

Add in climate change, issues with 
the allocation of water, and the
competition from mining for land
(and the mining boom’s impact on 
the Australian dollar) and you have 
a myriad of problems that suggest 
there isn’t a great future in
agribusiness.

But that view ignores developments 
in the world economy.  While one
reason farming grew less rapidly 
than other sectors was because it 
took less effort to feed ourselves, 
increasingly we are looking to
supply food into the growing 
regions of Asia and beyond.  Those 
areas not only enjoy rapid 
population growth, but more
importantly a rapidly growing
middle class that is increasingly 
demanding meat and livestock 
products as well as horticultural 
products and wine.

As Chart R4 shows, east Asia will
leap from being an area with 
relatively low levels of protein
consumption in the 1960s, to 
around world average now, to well 
above average by 2030.  Similarly,
those same consumers will 
increasingly demand fresh, high 
quality horticultural products that 
Australia excels in producing.

Add in to that mix Australian 
farmers’ deserved reputation for 
doing more with less, strong
productivity growth and 
comparative advantages in a 
number of key growth products and
that long running decline in the 
share of our income derived from
farming may begin to reverse.

Those positives won’t happen
overnight, but they’ll be worth
waiting for.
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Chart 1 This chart benchmarks 
developments in South Australia’s
housing market versus those 
nationally.  It shows that the level of
housing finance commitments in 
South Australia is now starting to
pick up strongly, with a sharp rise in
housing finance commitments 
evident since the start of 2013.  
That recent good news follows an
extended period of
underperformance during which 
housing finance commitments in 
South Australia remained flat despite
interest rates being aggressively 
lowered.  The better news this year 
is an encouraging sign for further 
improvement in the housing market 
in South Australia.

Chart 2 Building approvals are also 
showing signs of improvement, 
albeit more modestly so than 
housing finance.  In particular, the
level of residential building approvals 
is continuing to show a modest
upward trend.  That may accelerate 
even further if the sharp lift now 
being seen in housing finance 
commitments is reflected over time
in a matching increase in residential
building approvals.  In contrast, non-
residential building approvals – 
approvals for commercial
construction such as office blocks 
and shopping malls – have started
to plateau in recent months.
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Chart 1 
SECURED HOUSING FINANCE COMMITMENTS - Trend ($m) 

SA Aust (right scale) Source: ABS Cat No. 5609.0
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Chart 2 
BUILDING APPROVALS - Trend ($m) 
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Source: ABS Cat No. 8731.0
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Chart 3 House prices in Adelaide are seeing
signs of a modest upward trend in recent 
months.  Mortgage interest rates near record 
lows have no doubt contributed to these 
more positive developments in the housing 
market, which have put an end to a short
period of falling prices.  The likelihood that 
interest rates will remain low for a lengthy 
period and a recent lift in housing finance
commitments are both signs suggesting that 
a further lift may be seen in Adelaide’s
housing prices.

Chart 4 Home loan affordability in South 
Australia has improved considerably over the
past year on the back of a combination of
falling mortgage rates and relatively steady 
median housing prices. These improvements 
have meant that home loan affordability in 
South Australia is now approaching its best 
level for three years, although it remains 
slightly below the level seen nationally.  In
turn, improved home loan affordability is
contributing to the broader recovery now 
being seen in local housing market 
conditions. 

Chart 5 This chart shows that the rental 
accommodation vacancy rate in Adelaide has 
been edging down in recent months.  That is 
an encouraging development after a 
significant lift in vacancy rates over the prior
two years.  Even so, the rental vacancy rate in 
Adelaide remains a notch higher than it has
been for many years, indicating that the 
market is no longer as under-supplied.  That
has been one factor limiting the rise in 
approvals for new residential construction,
although the recent downward movement in 
the vacancy rate is a good sign for further
market recovery.

Chart 6 The rise in vacancies has been 
contributing to downward pressure on
dwelling rents in Adelaide over the past year. 
The growth in dwelling rents in Adelaide is 
now at around its weakest for a decade, and
is also lower than the national pace of 
increase in dwelling rents, which itself has 
eased notably in recent months.  That said, 
these rates – both locally and nationally – are
still outpacing inflation, albeit only just. 
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Chart 3  

MEDIAN PRICE OF HOUSES SOLD ($'000) 

Price ($'000) 12 month moving average 

Source: Real Estate
Institute of Australia
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Chart 4 
HOME LOAN AFFORDABILITY - indicator statistic 
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Chart 5 
RENTAL ACCOMMODATION VACANCY RATE  

Rate (%) 12 month moving average 

Source: Real Estate Institute of
Australia: "Market Facts"
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Chart 6 
INDEX OF DWELLING RENTS - % change on previous year     
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Source: ABS Cat No. 6401.0
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Chart 7 Retailers in South Australia have had 
some tough times in recent years. This is 
reflective of weakness in population growth 
and in the job market in South Australia 
which have diminished the pace of overall 
income growth.  However, on the back of an
extended period of low interest rates, latest
data is showing some signs of improvement 
in retail trade growth in South Australia.  The
latter is now broadly in line with the growth
being seen nationally.

Chart 8 The past year has been especially 
unkind to clothing retailers and department
stores, where sales are down sharply from a 
year ago.  Household goods, a category 
which includes furniture and electrical 
appliances, has also been struggling, with all 
three of these categories experiencing falling 
prices.  However, spending on household 
goods should be assisted by low interest rates 
and the tentative signs of improvement now
being seen in the housing sector.  At the
other end of the retail scale, hospitality (such
as cafes and restaurants, and takeaway food) 
has continued to perform well, while food 
retailers have also been posting positive sales 
growth.

Chart 9 New car sales have levelled off both 
in the State and in the nation despite the 
support that is being offered by very low 
interest rates.  The good news is that they 
have levelled off at near record rates.  The
bad news is that the recent fall in the
Australian dollar (which may have contributed 
to the caution on display among buyers by 
reducing discounts in the sector) could have 
further to run as the United States winds back
‘quantitative easing’ – in essence, the pace at
which the US has been printing money.  If so, 
this could maintain the pressure on car sales.

Chart 10 Having accelerated through 2011 
and into 2012, South Australia’s population 
growth has eased back on the throttle in 
more recent data.  In part the impact of the
Australian dollar on the competitiveness of 
the State’s businesses – and the pace at which
they are generating jobs – may have been a
limiting factor here.  That said, migration to 
Australia is lifting, and that rising tide is
expected to be beneficial to the outlook for 
population growth in this State.  If so, that 
will be an important contributor to a range of
businesses. The recent lift in housing finance
commitments is a sign suggesting that a
further lift may be seen in Adelaide’s housing 
prices.
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Chart 7  

RETAIL TRADE - % change over previous year - Seasonally adjusted series 

SA (%) Australia (%) 

Source: ABS Cat. No.
8501.0
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Chart 8 
RETAIL TRADE BY SECTOR - % change August 2012 to August 2013 - Seasonally 

Adjusted 

Source: ABS Cat. No. 8501.0
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Chart 9 
NEW MOTOR VEHICLE REGISTRATIONS - Seasonally Adjusted 

SA Australia - right scale Source: ABS Cat. No.

1580 

1590 

1600 

1610 

1620 

1630 

1640 

1650 

1660 

1670 

1680 

0.6 

0.8 

1.0 

1.2 

1.4 

1.6 

1.8 

2.0 

2.2 

2.4 

2.6 

Mar-08 Sep-08 Mar-09 Sep-09 Mar-10 Sep-10 Mar-11 Sep-11 Mar-12 Sep-12 Mar-13 

Chart 10 
POPULATION TRENDS - % change on previous year and local level ('000s) 
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Source: ABS Cat No. 3101.0
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Chart 11 For some time South Australia has 
been on the wrong side of Australia’s “two
speed economy”.  The latter underpinned by
relative strength in Australian exchange and 
interest rates for some years.  As a result,
pressure has grown on job creation in a 
number of sectors, and that is evident in the 
State’s unemployment rate, which has 
recently trended further ahead of its national 
equivalent.  That said, both the exchange rate
and interest rates are off their peaks, and that
should assist going forward.

Chart 12 Unemployment has gone up 
because the number of jobs has gone down.  
The latter – also a reflection of Australia’s 
“two speed economy” – means that overall 
job numbers have been broadly stable for a 
while now.  The rate of employment growth 
will need to recover in the face of a rising 
population to prevent unemployment rising.  
That said, the lower dollar and low interest 
rates should provide assistance on that front.

Chart 13 Room occupancy rates in South 
Australia have faded notably over the past 
year, and are now well shy of their national 
equivalent.  Part of the problem has again
been the strength of the Australian dollar, 
which has sapped strength from domestic
tourism – a longstanding strength of the local
sector.  In turn, however, the recent fall of the
dollar from its peaks (at well over parity with
the US dollar) points to the potential for a 
recovery over the next year or two.  

Chart 14 South Australia’s wage gains have 
been trailing the nation as a whole, and that
gap is continuing to widen.  In large part that
is a function of sectors rather than states. For 
example, South Australia has a greater
exposure to sectors such as manufacturing 
which have been struggling of late, and lower 
exposure to sectors that have been growing 
fast such as mining and mining-related 
construction.  National wage gains have been
led by Western Australia which has the largest 
exposure to mining.
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Chart 11 
TREND UNEMPLOYMENT RATE (%) 

SA (%) Australia (%) 

Source: ABS Cat. No. 6202.0
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Chart 12 
EMPLOYMENT - % change on previous year - trend series 

SA (%) Australia (%) 

Source: ABS Cat. No. 6202.0
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Chart 13 
ROOM OCCUPANCY RATE - trend series 

SA (%) Australia (%) 

Source: ABS Cat. No. 8635.0
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Chart 14  

TOTAL AVERAGE WEEKLY EARNINGS ($) - Persons in full-time employment 

SA Australia 

Source: ABS Cat No. 6302.0
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Chart 15 Inflation lifted with the one-off 
impact of the carbon tax.  However, the latter 
may not last and – abstracting from such one-
off effects – inflation remains quiet.  It is 
quieter still in Adelaide than it has been 
nationally, reflecting the modest economic
conditions of the moment.  That said, the 
prices of health and education continue to 
rise at a relatively fast rate.

Chart 16 Small business confidence in South 
Australia has averaged lower levels than seen 
Australia-wide in recent years, but the latest
reading turns the tables for the first time in 
three-and-a-half years.  Indeed, a broadly
improving trend has been evident for more
than a year now, and chances are that the fall
in the Australian dollar in recent months has 
helped move the dial here.  The other key 
factor is interest rates, with small businesses 
well represented in ‘interest rate sensitive’ 
sectors such as retail and homebuilding.

Chart 17 The upward bounce in employment 
growth in South Australia during 2012-13 
had run ahead of other indicators of the 
State’s job market, including measures of job
vacancies.  The bad news is that the latter 
remain at low levels.  The good news is that
the rise of internet job sites mean this is a less 
reliable indicator than it used to be.

Chart 18 The past decade has seen South 
Australia’s share of national output and 
population come under pressure.  The mining
boom, and the consequent lift in the fortunes 
of Western Australia and Queensland, has
been the most obvious channel of that
pressure, though the relative strength in
Australia’s interest and exchange rates have 
also played a role here.  The State’s share of
national output fell over the past year, though
the pace of that decline has been relatively 
modest since 2007.
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Chart 15 
CONSUMER PRICE INDEX, ALL GROUPS - % change on previous year 

Adelaide (%) 8 Capital Cities (%) Source: ABS Cat No.
6401.0
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Chart 16 
SMALL BUSINESS CONFIDENCE - Net balance 

SA Australia Source: Sensis "Business
Index"
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Chart 17 
EMPLOYMENT GROWTH & JOB VACANCIES 

Job Vacancies (number) Employment (%) - right scale 

Source: ABS Cat. No. 6202.0, ANZ Bank

6.0 

6.2 

6.4 

6.6 

6.8 

7.0 

7.2 

7.4 

7.6 

7.8 

Jun-03 Jun-04 Jun-05 Jun-06 Jun-07 Jun-08 Jun-09 Jun-10 Jun-11 Jun-12 Jun-13 

Chart 18 
SHARE OF NATIONAL OUTPUT AND POPULATION (%) 
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Source: ABS Cat. No. 3101.0, 5206.0
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Chart 19 Although the “two-speed split” in 
Australia’s economy is starting to narrow – by
state and by sector – that process 
commenced relatively recently. It is therefore 
no surprise that analysts still estimate local 
growth as being behind what has been
evident nationally, with the national growth 
figure still being propped up by the strength 
of mining-related construction works.  The
latter have been concentrated in other states
(notably Western Australia and Queensland)
rather than here in South Australia.

Chart 20 South Australia’s housing 
construction cycle was hard hit in the wake of
the global financial crisis – albeit partly 
because it was travelling so well ahead of the 
GFC.  After a substantial shakeout in 2012,
the news has begun to get better more 
recently, although the local sector is yet to 
catch up to the nascent recovery evident 
nationally.  That said, and despite an 
extended period of low interest rates, full
recovery is not yet on the horizon, as forward
indicators aren’t yet painting a uniformly 
optimistic picture.

Chart 21 An encouraging sign for South 
Australia’s economy is that business 
investment has been lifting as a share of the 
State’s economy.  Indeed, business investment 
has lifted to the highest share of the economy
for at least a decade, which will increase the
productive capacity of the State in the future. 
Yet South Australia’s lift in business
investment remains well short of the national
average, which for the moment is still being 
driven by a record mining investment boom in 
states such as Queensland and Western 
Australia.  That said, the latter will wind down
somewhat over the next few years.  

Chart 22 The public sector’s spending on
goods and services (as opposed to transfer 
payments such as unemployment benefits) 
has been shrinking as State and Federal 
Governments tighten their pursestrings.  
However, that austerity has been less evident 
in South Australia than in the rest of the 
nation, meaning that the public sector has 
been a relatively steady share of the South 
Australian economy of late (and remaining 
slightly higher than it was prior to the fiscal
stimulus prompted by the global financial
crisis), while it has fallen nationally – and
relatively sharply so.
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Chart 19 
OUTPUT - % change on previous year 

SA (%) Australia (%) Source: ABS Cat No. 5206.0, Deloitte Access
Economics
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Chart 20 
DWELLING INVESTMENT - % change on previous year 

SA (%) Australia (%) 

Source: ABS Cat No.
5206.0
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Chart 21 
BUSINESS INVESTMENT - % of output 

SA (%) Australia (%) 

Source: ABS Cat No. 5206.0, Deloitte Access
Economics
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Chart 22 
PUBLIC SECTOR OUTPUT - % of total consumption and investment 
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Source: ABS Cat No. 5206.0
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Chart 23 Export growth in both South 
Australia and in the nation as a whole has
been bedevilled by the strength of the
Australian dollar in recent years.  That said, 
more resource projects are moving out of
their construction phase and into their
operational phase, and that swing is 
accelerating.  Similarly, the Australian dollar 
is no longer at its peak, and has the potential 
to fall lower still over time. The combination 
of a stronger resource supply, and a more
favourable currency, has the potential to 
unlock an export recovery in the next few
years.

Chart 24 Growth in international imports has
softened as the national and state economies 
have done the same, with latest data readings
also increasingly affected by the fall of the
Australian dollar in recent months. Nationally, 
the import of capital goods to feed major 
mining projects in the resource states provides
an important offset for broader weakness in
imports.  Growth in South Australia’s imports
is essentially tracking its national equivalent. 
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Chart 23 
MERCHANDISE EXPORTS - % change last twelve months to previous 

SA (%) Australia (%) 

Source: ABS Cat No.
5368.0
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Chart 24 
MERCHANDISE IMPORTS - % change last twelve months to previous 
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Source: ABS Cat No.
5368.0
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BankSA – A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL and Australian credit licence 233714. BSA03519 (08/12)

Good for business.

MARGIN LENDING - CALL 8424 5505
At BankSA Margin Lending we offer a fl exible line of credit, secured against cash or your existing investments in 
shares, managed funds and master trusts, so you can enjoy a highly tax effective, more diversifi ed investment 
portfolio that’s up to three times larger than you would otherwise have.

TRANSACTION BANKING - CALL 8424 4583
Provide Electronic Receivable, Payable and Cash Management solutions
• Solutions include Business Banking Online (BBO), PayWay, Quicksuper, Direct Debit and BPAY

• Cash Management At Call and Term Deposit products
• EFTPOS solutions including dial up, mobile and integrated
• Online Payment Solutions allowing processing of credit cards via website, call centre or telephone. 

EQUIPMENT FINANCE - CALL 8424 4257
Equipment Finance through Leasing or Asset Purchase conserves cash resources, avoids the trap of
obsolescence, and keeps customers at the forefront of technology and in a position to take advantage of 
opportunities as they arise.

INVOICE DISCOUNTING - CALL 8424 4586
Allows clients to leverage the power of their outstanding debtors by accessing a line of credit up to a maximum of 
85% against approved receivables. As sales and debtors grow, so will available funds. Suitable to customers selling 
goods or services to other businesses on credit terms.

TRADE FINANCE - CALL 8424 4586
For importers and exporters seeking to participate in global markets, effi cient access to international markets 
along with local expertise is paramount. BankSA provides just that through a comprehensive suite of products and 
services that can be customised to your particular business needs. Experience and expertise can help you make 
the most of every opportunity.

FINANCIAL MARKETS - CALL 8424 4305
BankSA Treasury and Capital Markets offer expertise in global fi nancial markets, combined with a commitment to 
customer satisfaction.

BUSINESS INSURANCE - CALL 8424 5275
As one of the largest Business Insurance Agencies in the State, we can tailor an insurance plan specifi cally designed 
for your customer’s business.
• Free on-site consultation with a Business Insurance specialist or,
• Convenient, over the phone cover for most SMEs
• Comprehensive product range 
• Pay by the month for no extra cost on most policies to assist cash fl ow management
• No Broker fees to save $

FINANCIAL PLANNING - CALL 8424 4097
We have a dedicated Senior Financial Planner within Private Banking. Services include:
• Wealth creation
• Retirement/superannuation planning
• Investment structures
• Estate planning
• DIY super funds
• Lending to Self Managed Super Funds

As the state’s leading business bank, BankSA is thoroughly committed to helping your business
grow. We offer a wide range of products and services.
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Bank of South Australia, its employees, agents or any other person, 

which may arise from any person acting on the within material.

Strictly private and for the use of the Bank’s clients only. Not to be reproduced in any form without the written permission of

BankSA – A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL and Australian credit licence 233714. 

NOT TO BE PHOTOCOPIED. 

Published by Bank of South Australia, 97 King William Street Adelaide 5000. Copyright reserved. BSA01870 (11/13)

T
R

E
N

D
S

 N
o

v
e

m
b

e
r 2

0
1

3
 

P
R

IN
T

 P
O

S
T

 A
P

P
R

O
V

E
D

 5
6
5

0
0
1
/0

0
2

7
1


