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First comes the terms of trade boom 

• Australia’s terms of trade have been upgraded continually since 2005 

– Despite recent softening, commodity prices are still well above historical averages 

 

 

Source: Commonwealth Treasury 
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This phase of the boom has probably peaked 

Terms of Trade 

Source: Commonwealth Treasury, Deloitte Access Economics 
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Source: RBA 1861-2009; Maximising growth in a mining boom, (2011)  Ed Shann, 2009-2014 

Then comes the investment boom 
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Capital expenditure on oil & gas projects soon to peak  

• Given the uncertainty around the size of the pipeline of oil and gas projects into the 
long term, three scenarios provide a possible range 

– In the central development scenario, total capital expenditure on oil and gas projects peaks in 
2015-16 

– In the high development scenario, total capital expenditure peaks in 2014-15 

 

Source: Deloitte Access Economics 
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Operating expenditure has decades to run 

• The central development scenario forecasts total operating expenditure on oil and 
gas projects to be about $411 billion by 2035 

– In the high development scenario, total operating expenditure reaches $926 billion by 2035 

• Under all three scenarios operating expenditure stabilises in 2026-27 

 

Source: Deloitte Access Economics 
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Source: Deloitte Access Economics; Mid Year Economic Outlook 

A ‘beautiful’ set of (aggregate) numbers 

2012-13 2013-14 2014-15 2015-16 

GDP growth (%) – MYEFO 3.0 3.0 3.0 3.0 

GDP growth (%) – DAE 3.0 3.2 3.2 3.1 

Unemployment (%) – MYEFO 5.5 5.5 5.0 5.0 

Unemployment (%) – DAE 
5.3 5.4 5.2 5.2 

CPI (%) – MYEFO 3.0 2.25 2.5 2.5 

CPI (%) – DAE 2.8 2.6 2.7 2.7 

Employment (%) – MYEFO 1 1.25 1.5 1.5 

Employment (%) – DAE 
 

0.5 1.4 1.7 1.5 
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Source: Budget Statement No 2 of Budget Paper No 1 

But they conceal the two-speed economy 
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Forecasts 

• 20% of the economy is growing faster than China 

• 80% of the economy is in “growth recession” 
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The ‘Brisbane Line’ — skewing of business investment  

North West of the Brisbane Line 
20% of employment 

53% of investment projects 

South East of the Brisbane Line 
80% of employment 

47% of investment projects 

Source: Deloitte Access Economics; Investment Monitor 
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Falling commodity prices take their (short-term) toll 

• Nominal growth falls sharply away as the terms of trade decline 

• Conceals underlying strength of real output growth 

Source: Deloitte Access Economics 
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Output growth by sector 

Source: Deloitte Access Economics 
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Output growth by State 
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Source: Deloitte Access Economics 
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The resources boom underpins Australia’s future living 
standards 
• Productivity growth is essential to rising living standards for Australians 

• Investing in our resources sector exploits Australia’s comparative advantage 

• As OPEX replaces CAPEX, productivity levels will rise… 

Source: ABS Cat. No. 6291.0 
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Re-balancing growth 

• GDP growth is projected to trend at around 3% per annum over the medium term 

• However, some components of growth are highly cyclical  

– In particular, the contribution of engineering construction (largely mining and gas related 
projects) tapers off, while exports expand 

 

 

 

Source: Deloitte Access Economics 
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Economic policy should support — not obstruct — 
structural change 

Otherwise: 

• Project development costs will be higher 

– Reducing Australia’s competitiveness 

– Increasing the risks to foreign investors 

• Productivity outcomes (and hence living standards) will be lower 

– Economic resources prevented from transferring to their most productive uses 

• Long-term supply contracts may be lost to other resource-exporting nations 

– Commodities boom is stimulating resource-intensive sectors in other countries 

• A sense of entitlement breeds policy complacency  

– Difficult decisions are deferred, building in higher costs when the adjustment occurs 
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Optimal economic policy for the resources boom 
 

Do: 

• Maintain Commonwealth budget discipline to keep interest rates low (and place 
downward pressure on the USD/AUD exchange rate) 

• Reform State regulation to facilitate interstate transfers of labour and capital 

• Invest in infrastructure, skills and education to promote productivity growth in the 
non-resources sector 

• Ease monetary policy if growth in the non-resources economy stalls badly 

 

Don’t: 

• Subsidise industries in which Australia has no comparative advantage 

• Let policy become unpredictable and directionless — or subject to the veto of special 
interests 

• Establish a sovereign wealth fund when we don’t need one 
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