Territory Economy

The following section is intended as an overview of the
Territory economy. Economic updates are published
each month and can be downloaded at
www.nt.gov.au/ntt/economics.

Structure

The Northern Territory accounts for 19 per cent of
Australia’s total land mass and just over 1 per cent of
Australia’s total population. Approximately one-third of
the Territory’s population is Indigenous. The Territory
has an abundance of natural resources and an
economy dominated by mining and energy production.
The Territory is also characterised by a large public
sector and a significant Australian Defence Force
presence. The significance of the mineral and energy
sector means that the Territory economy is capable

of high growth as resources are developed, which

can result in volatile growth patterns year to year. The
significance of the mining and tourism industries makes
the Territory economy particularly reliant on exports and
susceptible to developments in key export markets and
the world economy generally.

Onshore Economy

In 2007-08, the onshore economy is expected to
strengthen, with State Final Demand increasing by

2.1 per cent. The strengthening of the onshore economy
is primarily due to an increase in both private and public
consumption as well as growth in public investment.
This is expected to more than offset the decline in

the level of business investment associated with the
completion of major projects. Moderating business
investment reflects the completion of the construction of
the liquefied natural gas (LNG) plant at Wickham Point
and major works at the Alcan alumina refinery in Gove.
The decline in works on major projects will be partially
offset by positive contributions from smaller projects
including the Bonaparte gas project, the GEMCO
expansion, the McArthur River mine conversion and the
Darwin Waterfront development.

Solid export activity in 2007-08 reflects the peak
production and export of LNG, strengthening
commaodity prices, as well as increasing export volumes
of alumina, iron ore, and gold.

Outlook for 2008-09 and Beyond

In the Northern Territory, economic growth is forecast

to increase by 6.6 per cent in 2008-09, an increase
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from estimated growth of 2.8 per cent in 2007-08. The
increase in economic growth in 2008-09 is expected

to be primarily driven by a recovery in export volumes,
and supported by solid total consumption expenditure.
Oil production will be the main driver of increased
production as the Corallina field resumes following a
maintenance shutdown, and a full year of production for
the Puffin field contribute to growth.

Gross State Product

As outlined above, economic growth is estimated to
increase modestly by 2.8 per cent in 2007-08 before
growing by a more substantial 6.6 per cent in 2008-09.

Consumption, which typically accounts for
three-quarters of final expenditure in the Territory, is
forecast to rebound in 2007-08, before moderating

in 2008-09. Household consumption is expected to
moderate in 2008-09 as the combination of higher
interest rates, weak growth in property prices, and
credit constraints impact on consumer spending and
confidence. However, there will be continued strong
growth in public consumption expenditure due to the
Indigenous related Closing the Gap and Northern
Territory Emergency Response activities. This means
that in 2008-09, public consumption will contribute
relatively more to total consumption spending than
household consumption expenditure. Total investment
in the Territory is estimated to decrease by 7.0 per
cent in 2007-08 and a further 11.8 per cent in 2008-09.
This decrease completely reflects lower private sector
business investment, as public investment is forecast to
strengthen.

Employment

Reported growth of 5.9 per cent in 2007-08 is expected
to be followed by a forecast increase of 2.5 per cent

in 2008-09, with growth moderating as resident
employment reaches record levels. The Northern
Territory continues to experience a high demand for
labour across a range of occupations, industries and
skill levels. With the ongoing resources boom, skills and
labour shortages in the Northern Territory are expected
to continue, particularly in regional areas.

Population

The Territory recorded a 2.4 per cent increase in
population in 2007, above the national average of

1.6 per cent. This trend of higher than national growth
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is forecast to continue due to a positive economic
outlook and continuing employment opportunities. A
1.9 per cent growth rate is forecast in 2008 and growth
of 1.8 per cent is forecast for 2009.

External Economic Environment

The Territory’s commodity based economy depends on
strong interstate and international demand to maintain
solid growth. Overseas demand constitutes about

25 per cent of Territory final demand, while interstate
demand has averaged about 12 per cent annually since
2002. Major Territory exports include LNG, crude oll,
mineral ores, live cattle and tourism-related services.

Global economic conditions have turned from
favourable throughout 2006-07 to less stable and less
predictable in 2007-08, associated with a weakening in
the outlook for global economic growth. The continued
downturn in the United States housing market as a
result of the fall-out from the sub-prime mortgage crisis
is likely to remain a dampening factor in the short to
medium term. Economic growth in Europe and Japan
is also slowing, while a slight moderation in the growth
of developing economies is expected in the coming
year. Consensus Economics estimates world economic
growth in 2008 to moderate to 3.2 per cent on the back
of a slowdown in the US economy.

The strength of the Australian dollar has helped to offset
upward pressure on crude oil prices. Instability in some
oil-producing nations could mean pressure on supply in
crude oil markets for the remainder of 2008. Despite the
recent appreciation in the Australian dollar, the current
strength of the Territory economy is very favourably
impacted by the increases in commodity prices.

The strong growth in Australia reported in 2007 is
forecast to moderate in 2008 in line with a slowdown

in world economic growth. The level of demand from
China for Australia’s exports is forecast to remain
strong although moderating slightly, helping to maintain
Australia’s Gross Domestic Product growth. Consensus
Economics forecasts Australian growth of 3.4 per cent
in 2008. However, risks to the generally positive outlook
include inflationary pressures, primarily due to rising
commaodity prices and crude oil prices.

International Trade

An abundance of rich mineral and energy resources
and a limited local market mean that the Territory is a
net exporter, and international trade forms an integral
part of the Territory economy. In 2007-08, the Territory’s
international merchandise trade balance increased
to a $2.0 billion surplus, up from a $1.2 billion surplus
in 2006-07. The Territory’s positive trade balance is
primarily due to the strong demand for, and increased
prices of, mineral and energy commaodities (such as
alumina and manganese), together with weakened
demand for manufacturing imports following the
completion of the Alcan alumina expansion.

In 2007-08, the value of Territory exports increased
$520 million (13 per cent) to $4.5 billion. The increase
in exports was mainly driven by higher production
and prices of mineral ores, peak LNG production and
exports, as well as higher crude oil prices. Over the
same period, the value of Territory imports decreased
$265 million (9.3 per cent) to $2.6 billion. The decline
in imports reflects the completion of construction of
the Alcan expansion in mid 2007, which involved the
importation of pre-assembled modules as well as
machinery and equipment.

Mining and Energy

Mining is the most significant industry in the Territory,
accounting for 26 per cent of Gross State Product
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(GSP) in 2006-07, compared to 7 per cent nationally.
Mining output is volatile and production levels can vary
significantly as new projects commence. Global supply
and demand conditions and the impact of exchange
rate movements on competitiveness are key factors
affecting production levels and prices.

In 2007-08, the value of mining and energy production
is estimated to increase by 7.7 per cent to $5.6 billion.
The increase is largely due to growth in the value of
production of liquid petroleum gas and condensate
from the Joint Petroleum Development Area, as well as
increased output of a number of mineral commodities,
including manganese, gold and bauxite. In 2008-09, the
total value of mineral and energy production is forecast
to increase 34.3 per cent to $7.5 billion. The increase

is expected to be driven by production increases in
lead-zinc from McArthur River mine, iron ore from
Frances Creek mine, and manganese from GEMCO on
Groote Eylandt.

Exploration

Mineral exploration in the Territory decreased in
2006-07. This comes after significant increases in
recent years, in response to increased commodity
prices and demand, particularly from China.

Private mineral exploration expenditure (including
exploration for uranium) increased by 32.3 per cent to
$118 million in the year to March 2008. Expenditure
on uranium exploration was the main driver, increasing
by 64.4 per cent to $43.4 million. Expenditure on
exploration for gold increased by 22.5 per cent to
$22.9 million over the same period, while expenditure
on exploration for other minerals (including base
metals and mineral sands) increased 47.1 per cent to
$10.3 million.

Expenditure on oil and gas exploration has increased
six-fold in the past three years, driven by strong global
economic growth and significant increases in oil and
gas prices. Expenditure in the Territory on oil and

gas exploration has increased from $47.2 million in
the year to March 2005, to $285 million in the year to
March 2008.

Tourism

Tourism is an important part of the Territory economy,
creating demand and generating employment in a
range of industries, including hospitality, retail trade,

transport and construction.
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Tourism NT is forecasting moderate growth in
international visitor numbers, nights and expenditure in
the Territory in 2007-08. However, increases in airline
seating capacity are expected beginning in 2008-09
associated with the Jetstar hub, which should contribute
to strong growth in Territory visitor numbers in 2008-09
and 2009-10.

Construction

Construction is an important industry in the Northern
Territory, both in terms of contribution to GSP and
employment. In the five years to 2006-07, construction
accounted for an average 8.3 per cent of GSP and

7.9 per cent of total employment. Following the

slow down in construction after the peak in the early
1990s, recent infrastructure projects helped to push
engineering construction to record levels in 2005-06.
In 2006-07, engineering construction activity, the main
contributor to total construction activity, is estimated

to decline 18.2 per cent reflecting the completion of
the Alcan refinery expansion by mid 2007. Other major
engineering projects undertaken in the year included
the Puffin oilfield development project, the conversion
of McArthur River mine to open cut operations, and the
Blacktip project by Eni Australia.

Construction activity is forecast to decrease 13 per cent
to $1.3 billion in 2008-09. The value of residential
construction is forecast to decrease by 0.8 per cent

to $378 million, non-residential construction to fall

by 4.8 per cent to $295 million and engineering
construction to decrease by 21.1 per cent to

$635 million.

Conclusion

The production potential for the Territory remains
strong as past and present infrastructure investment
is expected to facilitate growth in the economy and
expand the economic base over the next decade. The
expected continuation of the resource boom in China
will be the driver behind the Territory economy, with
exploration expenditure forecast to maintain future
mining-related profits in the medium to long term.

The economic flow on effects from the Darwin to
Adelaide rail link, the Darwin Convention Centre and the
Waterfront project, backed with a strong Asia pacific
region are expected to see the Territory maintain its
solid economic performance in the up coming years.





