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Release Notice

Ernst & Young was engaged on the instructions of Queensland Futures Institute ( Gliento jo
develop a profile and opportunity assessment of the Queensland finance sector ("Project"), in
accordance with the engagement agreement dated 22 February 2023.

The results of Ernst & Y o u n gvdrks including the assumptions and qualifications made in
preparing the report, are set out in Ernst & Young's report dated 14 August 2023 ("Report").
The Report should be read in its entirety including any disclaimers and attachments, the
applicable scope of the work and any limitations. A reference to the Report includes any part of
the Report.

Ernst & Young has prepared the Report for the benefit of the Client and has considered only the
interests of the Client. Ernst & Young has not been engaged to act, and has not acted, as
advisor to any other party. Accordingly, Ernst & Young makes no representations as to the
appropriateness, accuracy or completeness of the Report for any other party's purposes.

Our work commenced on 22 February 2023 and was completed on 14 August 2023. No further
work has been undertaken by EY since the date of the Report to update it, and EY has no
responsibility to update the Report to take account of events or circumstances arising after that
date. Therefore, our Report does not take account of events or circumstances arising after 14
August 2023.

No reliance may be placed upon the Report or any of its contents by any party other than the
Client (AThird Partiesodo). Any Third Party
their own enquiries in relation to the issues to which the Report relates, the contents of the
Report and all matters arising from or relating to or in any way connected with the Report or its
contents.

Ernst & Young disclaims all responsibility to any Third Parties for any loss or liability that the
Third Parties may suffer or incur arising from or relating to or in any way connected with the
contents of the Report, the provision of the Report to the Third Parties or the reliance upon the
Report by the Third Parties.
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No claim or demand or any actions or proceedings may be brought against Ernst & Young
arising from or connected with the contents of the Report or the provision of the Report to the
Third Parties. Ernst & Young will be released and forever discharged from any such claims,
demands, actions or proceedings.

In preparing this Report Ernst & Young has considered and relied upon information from a
range of sources believed to be reliable and accurate. We have not been informed that any
information supplied to it, or obtained from public sources, was false or that any material
information has been withheld from it. Neither Ernst & Young nor any member or employee
thereof undertakes responsibility in any way whatsoever to any person in respect of errors in
this Report arising from incorrect information provided to EY.

Ernst & Young does not imply and it should not be construed that it has verified any of the
information provided to it, or that its enquiries could have identified any matter that a more
extensive examination might disclose.

The analysis and Report do not constitute a recommendation on a future course of action.
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website for informational purposes only. Ernst & Young have not consented to distribution or
disclosure beyond this. The material contained in the Report, including the Ernst & Young logo,
is copyright. The copyright in the material contained in the Report itself, excluding Ernst &
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Introduction

The Queensland Finance Council plays a key role in driving the Queensland finance
sector

In 2022, the Queensland Futures Institute (QFI) established the Queensland Finance
Council (QFC), which forms a single voice for the financial services industry in
Queensland. The QFC advocates for the finance sector in Queensland, by promoting
Queensland as a location for financial services and canvassing opportunities to grow the
sector, engaging with stakeholders, coordinating activities to support sector growth,
creating pathways for careers in the sector, ensuring residents and businesses have
access to high quality financial services, and promoting financial literacy and
understanding. !

One of the roles of the QFC is identifying opportunities for the Finance Sector

The finance sector is a significant sector in Queensland, both in terms of its size and

linkages to other sectors in the economy Cit underpins the operation of all other sectors,

enabling access to capital and liquidity.

Growing the finance sector in Queensland has the potential to facilitate growth in the
broader economy. EY worked with the QFC to analyse the finance sector in Queensland,
to assist in shaping the strategic direction of the QFC. The analysis will assist in
developing a strategy and action plan for the QFC to implement, promoting advancement
of the finance sector in Queensland. 2

What is the finance sector?

The Australian Bureau of Statistics (ABS) definition of the Financial and Insurance
Services ANZSIC category has been adopted for this analysis, and has been referred

a¥Y yvoO a}z ¢é{~avexzC ©zx2¥ "' C i}z ~may«©2  ~

financial transactions involving the creation, liquidation, or change in ownership of
financial assets, and/or in facilitating financial transactions. Firms undertake a range
of activities, including raising funds by taking deposits and/or issuing securities and
incurring liabilities; investing funds in financial assets; underwriting insurance and
annuities; separately constituted funds engaged in the provision of retirement
incomes; and specialised services facilitating or supporting financial intermediation,
insurance and employee benefit programs; and regulating financial activities.
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Method and approach

Understanding the current state of the sector, its growth, challenges and opportunities is
key to advancing the sector into the future.

The following approach has been undertaken to understand opportunities for the sector:

Profiling: The finance sector in Queensland was profiled by
@ undertaking research and analysis using publicly available data
(notes and sources are located on pages 30 and 31).
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Scan of macroeconomic environment: Key macroeconomic
@ factors influencing the current and potential future state of the
'ﬁ' sector were identified through research and confirmed with

stakeholders within the sector.

Industry sound boarding: To obtain perspectives on the sector,
industry sound boarding was undertaken through a
@3 @\4& questionnaire responded to by approximately 10 participants.
- These questionnaires were used to confirm the state of the
sector, its macroeconomic environment and the opportunities
and challenges for the sector.

Opportunity assessment: The above processes were considered
and distilled into the identification of five potential opportunities

7
N se¢ rl ultation with the QFC,.a sub 5 f B
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immediate term, with other opportunities to be investigated in
future stages.

This document provides a profile of the Queensland finance sector and is a supporting
documenttothe W« ~¢y ~a| f«zzo©¢CvoyCO {«@«"z 2¥|z?2
financial services report released by QFI in June 2023.

/;‘\

‘. N
QUEENSLAND EY
FUTURES INSTITUTE







A catalytic sector in Queensland
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sector in the state. In Australia, Queensland is the third largest of the states and

territories, comprising 13.3% of the national finance sector, aligning with its

position as the third most populous state.  The economic growth of the sector

has been supported by strong productivity growth of 5.4% from FY2013 to Finance sector Gross Value Added activity 8
FY2022.4
21,500 6.0%
A strong performing sector in the state
i}z {~omvoxz ©zx?¥" ~o f«zzo®©¢voy ~0© v Oz|ov~{~X } z50®2 vy a
economy. In 2021 -22, the sector directly supported $21.3 billion in direct real 2 200
gross value added activity in the Queensland economy. This equated to 6.5% of € 4.0%
industry value add in the state in the year and positioned the sector as & 0
f «:zEz||a © tvoy CO @@vez the*past fMevyéats,ze@oﬁo@_lc activity of the “E’ y 3.0%
sector has increased by 8%, with year on year growth outperforming New South =
Wales and Victoria in 2021. > <
S 20,000 20% <
£ L o
Underpinned by historically strong growth g 1.0% g
Underpinning the strength of the sector has been innovation and advances in o 12200 >
productivity. The finance sector has made a greater advancement in multifactor ® ' 0.0%
productivity over the last ten years than the rest of the economy nationally (at S ’
5.4% growth compared to 4.9% for all market sector industries). © This has been g O -1.0%
driven by capital productivity which has increased significantly compared to 7 '
other industries, more than compensating for a simultaneous decrease in the 8
©zx2¥"CO Ctvw¥«”™ | "¥y«x@~-~27C ]¥-2z-2z"A £21§'%0«"~0| a1z | T ¥ygxd -o-~12 ¥{'2'03/°}z
. ; . . 2017 2018 2b19 2020 2021 2022
is more complex than other industries, as output of the sector is often measured
through imputed values of cost of production. 7 mmm Queensland $ Queensland growth

New South Wales growtha==\/ictoria growth
A sector with catalytic impacts throughout the economy
Wz ¥oy ~2@© y~"2zx2 x¥o2 ' ~w«?~¥o 28¥ f«zzo©OCvoyCO zx¥o¥f£ A 2}z ©zx2a¥" veO¥ £
an indirect contribution, facilitating economic growth in other sectors, enabled
through access to capital and liquidity.

Page 5 14 August 2023 Harnessing new growth in financial services: Queensland finance sector profiling %

A member firm of Ernst & Young Global Limited EEJUTEEPNE%&%%UTE EY
Liability limited by a scheme approved under Professional Standards Legislation




| } z ©zx2a¥" z£! ¢C¥ © ¥-z" MFAEEE | z¥)| ¢z

Employment is significant and growing

The Queensland sector employs approximately 81,500 people (February
2023) and is growing at a faster rate (38% over the last five years) than
Australia nationally (22%), as well as New South Wales (17%) and Victoria
(28%).°

i}z f«zzo©¢voyCO {~amvoxz ©zx2¥" 0O

38% of finance employees in 2021 were in occupations
requiring the highest skill level , compared to 30% for
employees in other sectors in Queensland. 12

42% of workers in 2021 were university qualified  (Bachelor
Degree, Graduate Diploma and Graduate Certificate or
Postgraduate Degree Level). This is higher than the same
share in other sectors, at 31%. 13

comprises 30/ ¥{ f«zzon©¢tvoyCO 2a¥aye¢ -

Average ordinary time weekly earnings (wages) per person in
the Australian finance sector are $2,200, as at November
2022. This is the third -highest wages of all industries , after
mining and information media and telecommunications.

capures 15045 ¥{ V«o2 " ve~vCO {~ovaxz

grew by 38% in employment over the last five years

B_ o
Approximately 90% of workers in 2021 were employed in
Dispersed across the state, not just Brisbane South East Queensland (including Greater Brisbane, Gold
’ i 15
Workers are dispersed over Queensland, with over a third of employees in the Coast, Sunshine Coast and Toowoomba).
finance sector employed outside of the Greater Brisbane 1° region in 2023. By
WS W T i@y, v LS T @S2 Gr i Bd s B &z
Wales is employed outside of Greater Sydney and only 9% of Victorian
employment is outside of Greater Melbourne.

Over half of the workforce is female (57%). The top
occupation for females is bank worker (12%), whereas the top
occupation for males is financial broker (11%). The finance
sector is the sixth -most female -dominated sector in the
Queensland economy.16

Each Queensland employee contributes to the economy

i}z y~-az"|zaxz wz?2@-zzm 2}z ~oy«©2" " Cl
(2.9%) and its contribution to gross value add (6.5%), reflects the high value
added nature of employment in the sector. Each Queensland finance worker
contributes over $300,000 in value-add to the economy, more than double

the average of other Queensland sectors ($120,000). 11

The average age of an employee in the Australian finance
sector is 40.9 years old , similar to the average age in other
sectors at 40.3 years. 17

£
e
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The sector is characterised by prominent subsectors along with many small
businesses and several very large businesses

Three subsectors dominate With over 90% of businesses employing four workers or less
In 2021, three subsectors employed around three -quarters of workers in f«zzo©¢voyCO {~ovexz ©zx2¥" }vO v ¢v-©
f«zza©CvaoeyCO {~mvexz ©zx2¥"C i}z0z -~ otwdthirszchatacterised as non -employing?° and over a quarter of firms

employing between 1 and 4 workers. The sector also recorded a small number
of businesses employing 200 or more workers (0.1% of businesses), operating

27% Banking across a range of subsectors.
Consistent with the large number of small businesses, 94% of these
0 businesses recorded an annual turnover of less than $2 million, whilst 1.5% of
23 Y0 General Insurance firms reported annual turnover of $10 million or more (the largest category).

24% Other auxiliary finance and investment services 18

Business count by employees in the Queensland finance sector, June 2022 21

General insurance and other auxiliary finance and investment services are 14,000 13,002
more prominent employers in Queensland, and have recorded stronger 12 000
growth rates over the five years to 2021, than both New South Wales and g
Victoria. These attributes suggest a degree of labour specialisation (and § 10,000
opportunity) in these sub -sectors. <
2 8,000
o
. AU : B 6,000 S
There continues to be significant business entrances R
As at June 2022, approximately 19,700 finance sector businesses were g 4,000
operating in Queensland. Over the last year, approximately 3,200 businesses z 2 1075
entered the sector, and the sector experienced a net increase of ' : 163 29
approximately 1,100 businesses. This was slightly higher than the year prior - I
(2021), where 2,900 businesses entered for a net increase of 1,000 Non 1-4 5-19 20-199 200+
businesses. Outside of the three key subsectors, financial asset investing employing ~ Employees  Employees ~ Employees  Employees
(738 business entrances) has recorded strong growth and other smaller Number of employees in business
subsectors are recording high levels of business growth. 19
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Core to supporting the local sector reach its potential is identifying, monitoring and responding to emerging and ongoing glo
have the potential to impact on the ability of Queensland to be attractive to investors, shape future opportunities, and, whe
growth. Each of these key macro -factors are outlined in more detail over the following pages.

bal and local factors. These factors
n unmitigated, pose headwinds to

Skills availability

Enrolments in finance related university courses have
underperformed in Queensland, compared to New South Wales and ‘
Victoria, driven by a drop off in international enrolments and slower
growth in domestic enrolments in some courses. 2’ Rfo\

The national labour market is tight, with historically high mobility
and vacancies. The national finance sector has not been immune to
this trend, with job vacancies up 45% from five years ago 2?2, and the
©zx2¥" CO £¥w~¢~2a~ "y 7z ¢tyoO2 zx X477y va NG Infrastructure demand
Economic and population growth is driving demand for
infrastructure in the state. Meeting this demand will require
L . investment in hard and soft infrastructure across the state.
Digitalisation
Banking and finance activities are increasingly digitised. Even before |

the onset of COVID, less than 30% of all customer payments were r O E

cash based.?* Increased digitisation of the sector needs to be i\t:j::

balanced by managing privacy risks. Regulatory changes
Regulatory changes in existing and emerging sectors have potential
to impact on cost and competition, but may also lead to improved
legitimacy of activities.
Climate change —

Climate change is impacting on the intensity and frequency of a
weather events globally and locally. The impact of climate change a N
presents challenges for sub -sectors of finance, such as insurance. — CO.—

However, the drive to transition to net zero also presents key Lifestyle and affordability

opportunities for the finance sector to leverage. 2° Lifestyle is a key factor in relocation decisions for residents. Lower
house prices (at approximately 65% of the New South Wales
\ average) and climate factors, combined with flexible work
Skills development ; 7 X arrangements in the post -COVID world, are population -attracting for
O—=

Queensland, supporting demand and labour for the sector. 26

The state of Queensland was the focus of this analysis. In many instances, analysis
was undertaken at a more detailed level, examining the smaller regions in
Queensland (SA4 regions). Some comparisons were undertaken between

Queensland and New South Wales and Victoria, being two major Eastern states with
advanced finance sectors.
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Details of key macro -factors

Skills availability

Job mobility has increased both nationally and in Queensland in recent years,
reflecting the current tight labour market. Over 261,000 people changed jobs
during the year ending February 2022, equating to a job mobility rate of 9.5%
of all employed people changing jobs during the year, the highest rate of job
mobility for some time. The finance sector was not immune, with a national
job mobility rate of 9.9%. 28

Vacancies across Australia have also lifted, with the finance sector recording
a peak in the vacancy rate in June 2022. However, the number of vacancies
is decreasing and is not as acute as the number of vacancies observed in
other industries, such as health care. For key finance -specific occupations,
Queensland has recorded strong increases in vacancies, growing by 51% in
2022 and 15% in 2023, compared to NSW and VIC which recorded growth of
55% and 65% in 2022 and 1% and 8% in 2023, respectively.?°

Job vacancies in the finance sector, Australia 30

Infrastructure demand

Queensland is experiencing strong economic and population growth. The
©2vazCO | ¥!'«tva~¥o ~© | "¥-~+o| w 2}z
largely driven by interstate migration. The state has also been announced as
the host of the 2032 Olympic Games. To support growth and future visitation,
the state and federal governments have made significant budget

commitments to infrastructure investment in Queensland: 31

over ten years to support venue infrastructure for 2032
Brisbane Olympic and Paralympic Games from the federal

$3.4

b|”|0n government
$89 CI}Z W~| W«~¢yC ©avyaz |¥ﬂZ"
R TN O s ot IR e Y7 X e i

billion

energy system over the next four years

= 600 5.0%
> 500 4.0% h h i
-0 \ Over the past three years Annual population growth rates 33
400 Ny (June 2020 quarter to 2 5%
@ '° March 2023 quarter) v
300 2.0%
10 2.0% Queensland has recorded
200 an actual expenditure on 1.5%
100 1.0% Buildings qu Structures 1.0%
; e of $38.7 hillion. 32 0.5%
2222323388838 33a8yyg | Theinmmowe o 00%
E 29 5SS T8 5SS 8 55 28 55 %98 5 spend will help position 2017 2018 2019 2020 2021 2022
S N A S 2PN AQOS DN AasS S 0n0sS>0na0s the state to attract the :
Vacancies Filled Proportion of vacant jobs finance sector. =—Queensland Australia
/-‘-\
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Details of key macro -factors

Digitalisation Regulatory changes

As of December 2021, Queensland had more than 1.6 million premises Changes in the Australian regulation landscape is expected to impact on the
connected to the national broadband network, the third largest of any state or {~avaxz ©zx2¥ CO x¥©2 voy x¥f£!za-~-a-¥nq
az" " ~ay¥" " ~o V«©2"vet~vC Vyy~2-~¥ove¢ AAudthln). Someobtheseaerentcangeinclyde:© V« ©2 " v ¢ ~v CO {3
telecommunications connection to Asia and the second fastest to the United
States.3* More broadly, Australians have widely adopted digital in every day
finance:

Superannuation
Cash payments accounted for only 13% of consumer

13% payments in 2022, reducing significantly from 2007
when the cash share was 69%.

Incremental increase in superannuation rate to 12% in July 2025 as
well as the Your Future, Your Super initiative focused on increasing

- transparency and accountability of superannuation accounts 38
The share of the total number of payments made online

189% was 18% in 2022, up from 12% in 2019 and just 4% in

2007. 35 Minimum wage

Increase in the National Minimum Wage to $882.80 per week or

As a result of digitisation, purchases from industries which include IT services, $23.23 per hour (5.75% increase to minimum award wages) 3

such as Information, media and telecommunication services (including data
processing and internet publishing) and Professional, scientific and technical
services (particularly computer systems design and related services) have
increased significantly over the past 20 years. 36

Emissions reduction
Legislation passed to tie Australia to a 43% reduction in emissions and

net zero emissions achievement by 2050 40

A $200 million investment has been made
by the Queensland government over

Queensland initiatives

O R O

al " zz T zv©T O ¥ | "¥- a2}z 02 Btatespetific initafives 3ushts the $5.84 billion Queensland Jobs
economy, alongside key strategic action , Fund, including Invested in Queensland Program and Made in
plans.37 : Queensland, various regional investment action and reforms to
| information privacy regulation. 41
P
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Details of key macro -factors

Y |

Skills development

Queensland has a strong university presence, with a total of 11 universities. The state also houses a large number of Registe red Training Organisations
providing Vocational Education and Training (VET) courses, with the main public provider TAFE Queensland hosting over 50 loca tions across the state.

VET completions have been stagnant in Queensland over the last five
years. Popular fields of study include society and culture, management
and commerce and engineering and related technologies. A majority of
training happens in the South East, the North Coast and metro areas.
Enrolments in banking and finance has been increasing, however specific
courses such as computer science and information systems has been
decreasing (-78 and -41% 2017 §2021), and were doing so even prior to

{ A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation

University completions have been steadily increasing. The majority of
courses are in the management and commerce and health fields, with a

©2 7" ¥p| !T¥ly¥Yra_yn -o ©O¥x-z3 voy x«¢@

total continues to attract relatively strong participation from overseas
students. However, enrolments in management and commerce have been
decreasing, by 15% in five years to 2021, with slow growth recorded in
the period to 2019 and decline in the COVID impacted years of 2020 and

COVID#? 20l
VET completions in Queensland Queensland enrolments in management and commerce courses
100000 o) 64 60,000
90,000 , 85358 87,292 88,908 88,582 ; 54,119 54,894 54,746
: 49,612
80,000 50,000 45,802
Interstate/Unknown
70,000 40,000
60,000 South East
30,000
50,000 H North Queensland
40,000 20,000
m North Coast
SR 10,000
20,000 Metropolitan
- = =m E . _
16800 2017 2018 2019 2020 2021
2017-18 2018-19 2019-20 2020-21 2021-22 B Domestic students International students
Page 12 14 August 2023 arnessing new growth in financial services: Queensland finance sector profiling ey

QUEENSLAND
FUTURES INSTITUTE

EY




Details of key macro -factors

Lifestyle and affordability

Queensland has recorded strong population growth in recent years, supported by strong and positive
nmzhdec o 78 QOaNY, @ 7.0 IE < M v & SYSoNEEME— || v E ~ ¥ o o d g a Tzl ©)a
liveability, housing affordability and favourable macroeconomic landscape.

Post-pandemic, increasing normalisation of hybrid working practices have enabled greater population
mobility, and encouraged population flows into regions with strong liveability. Queensland benefits

from strong amenity assets, with the state home to beaches, national parks, rainforests, tropical reefs
and waterways.

In 2021, Brisbane ranked asthe 10 " £ ¥ ©2 CRRCRZE VWA ZeeoXi=rol R I ooin) benld It 70 & 10 i
Liveability Index. The city scored highly in terms of education, health care and stability. 44

Net interstate migration 2022  4° Net interstate migration Queensland 10 Years 46
40,000 20,000
30,000 Sy
16,000
guee 14,000
10,000 12,000
. I 10,000
——
8,000
0 Queensland has significantly 6,000
-20,000 outperformed all other 4,000
130,000 states in attracting 2,000
Australians )
-40,000
' ¥ S ol & AN ONDN & D
NSW Vic. Qid SA WA Tas. NT ACT PPN NGRS SR R S
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Almost a third of
f«zzo©¢voy CO
growth in 2022 was from

interstate migration 48
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Median weekly rental prices for 2 bedroom flats
AUD

’ ] S Queensland has
300 days of
sunshine per year 4’

600
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400 ~— -~/
350
300
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200

150
2015 2016 2017 2018 2019 2020 2021 2022

— Mackay — Townsville — Cairns — Rockhampton — Sunshine Coast
Gold Coast — Brisbane City
Source: Queensland Residential Tenancies Authority, Macrobond, EY
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Details of key macro -factors

Climate change

Climate change is becoming increasingly more prevalent in business decision making as its consequences
begin to take their toll, governments take sustainable legislation more seriously and investors consider risk.

Extreme Weather Events
Globally
no.| MFlood no.
W Storm
M Extreme temperature
M Drought
| Wildfire

Rising temperatures and the increased frequency of extreme weather events impact all industries in
different ways. The finance sector, and its sub -sectors, is not immune. Th e RBA has suggested that
a small share of housing in regions exposed to extreme weather events could experience price falls

i 6,000
and potential subsequent credit losses and default risk on housing lending products. Insurance i

6,000

4,000

companies are exposed to greater levels of claims and may respond to increased risks by raising
premiums which will impact affordability for consumers. More broadly, climate change will also
impact investment decisions, geographical considerations for conducting business and bank
exposure (i.e. to transition risks from lending to emissions -intensive industries). 4°

The Issue

2,000 2,000

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
4,000 |
1
1
1
1
1
1
1
1
1
1
1
] 1

1940-59 19601979  1980-99  2000-2019 |
1
1
1

W Quartile 2 M Quartile 4 - high emitters

44 Sources: Emergency Events Database; RBA
C There is significant uncertainty about the magnitude of risks to banks from climate change. This is B e S
because of the uncertainty about how climate change will alter future weather patterns, how policies . Banks' Exposures by Emissions Intensity*
will change globally and how economies adapt - RBA C B Guartie 1 - low emiters B Camrilile %

Every industry has a part to play in the solution to climate change, with the banking industry
positioned to play a vital role.

U Green financing such as green bonds will help fund projects which help the state reach climate change targets,
and an increase in transparency will further push the agenda

Ut «zzr©¢tvayCO© ¢v |z x¥ve £~p-~n| ~oy«O©a T ! "¥a~yz© va
companies to shift towards less carbon -intensive activities

Uczzy a¥ ¢z-z"v]|z | " ~av@z xv|~2qve¢t veEt¥n| ©~yz | «wt~x {«
Action Plan, committing to net zero emissions by 2050 e.g. RBA estimates that the Clean Energy Finance
Corporation (CEFC) and the Australian Renewable Energy Agency (ARENA) investment of $8.5 billion into clean
energy-related projects has encouraged a further $25 to $30 billion of additional private sector investment o0

Direct Scope 2 Scope 3
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Excluding finance and government lending
Sources: ABS; Australian Governmenl; Major banks; REA
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The finance sector needs a range of characteristics to be successful

e, with the most successful rating

The Global Financial Centres Index outlines a range of characteristics that determine the attractiveness of a financial centr
itim-zeozO0© ¥{ 2}z -

high against a balance of them. The Index lists out these determinants and performs a weighted calculation to rank the compet
financial centres. 5152 These characteristics can be summarised as follows:

C=ln Competitive corporate and é::é Strong quality of life,
culture and common

090 a0 Connectivity and access —
Q Access to || to international financial ooo personal tax rates
| o © =— language

skilled talent SR e arkets | |
A fair and ;
. Y- _ i Access to suppliers of
ey ﬁ just business @ professional ggrvices
business =4 environment l

Supportive regulatory
environment and
political stability

infrastructure ) _
High quality and
L h affordable
Access to rD % commercial property

customers

Characteristics of an attractive financial centre
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Queensland has key strengths which contribute to meeting these needs g
supporting its attractiveness for investment

Indicative data sets measuring the attractiveness determinants for Queensland have been compared to New South Wales and Victo ria, and are summarised

below.

Queensland performs well on:

In comparison to other countries around the
world, Australia, and Queensland,
particularly benefits from:

U Supportive regulatory environment and
political stability

U A fair and just business environment

U Strong quality of life, culture and
common language

Queensland also has a strong
infrastructure pipeline, including in

preparation for hosting the 2032 Olympics.
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Population growth Commercial rents

Supporting the affordability of operations
in Queensland, compared to key
competitors

Providing access to customers and has
potential to support the availability of
skilled talent

f«zzo©CvaoyC®O® | ¥! «tva~¥o
8.2% over the past five years, much faster

than New South Wales (4.0%) and Victoria
(5.2%).53

4

} v © | 'Bdsbame has alower commercial rental
cost per sqm in Q4 2022 ($645) than

Sydney ($1,254) and Melbourne ($699). 55

Current business conditions Housing affordability

Supporting the attraction of required
workforce to Queensland

Supporting investment and business
expansion appetite

The mean dwelling price in Queensland is
$738,800, substantially below New South
Wales ($1,130,500) and Victoria
($894,400) in 2022. 56

Queensland ranked higher on the NAB
Business Conditions Index (20) than New
South Wales (16) and Victoria (12). 5

Payroll taxes

Reducing the ongoing cost of operating in Queensland by comparison to key competitors, and incentivising
the attraction of business operations to Queensland

f«zzo©CvaeyCO !'v "¥¢¢ 2v® "vaz X¥E£E!'vizO {va¥« vwe
taxable wage brackets. Queensland sets a rate of 4.75% for up to $6.5m and 4.95% for over this, with a 1%
discount for regional employers. Victoria has a set rate of 4.85%, although with a significant discount for
regional employers, whilst New South Wales is set at 5.45%. 57
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Queensland institutions highlight significant local strengths for the sector

No©2 ~2«8~¥po00®© ~o f«zzo©CvoyCO® {~ovoxz ©zx23¥" -z"z vOjzyA 2} " ¥«|} ~oy«O©2" "
sound boarding, to rate potential strengths and challenges for the sector.
Their responses highlighted: Queensland's greatest strengths for the finance sector
Key strengths in the sector

L e e . aya g -5y aliyagy I 5
Finance institutions in Queensland ranked ¢ ~ -z v w~ ¢ ~ v © }z ©3vazCoO | "zvaz

strength for the sector , followed by housing prices and cost of living. This

YyzZE£¥0©2 v3az0O© f«zze@©tveyCO vw~¢~2a~ ay yaa“yyxa ¢y wyRousingpriges IGRININZENENNENNZINN v 2 a )
viability of the sector.

Cost of living |G 40
Key challenges to growth Strong industries supporting demand for servic_ 36

Cybersecurity and staff retention were ranked equal highest for challenges (such as resources, construction, defence)
facing organisations, followed by attracting skilled labour and keeping pace _ ; _
with digital transformation. Regulation and macroeconomic factors were also Commercial office pricesi M 3.5

highlighted as key barriers.

Decentralised state with strong region_ 33
supported by Government
Connectivity and infrastructurcji NI 32
Payroll tax NG 31
Cost of Information and communications technologfi NG 31

living
Availability of skilled workforcj NG 23

Liveability

Housing
prices

* Calculated through a survey of Queensland finance sector institutions, asked to rank strengths on a scale of Not a strength ~ at
all (1) to Significant strength (5).

£
e
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Case study g What are the options for growing the sector?

In assessing options for growing the sector, two regions from the top 10 most competitive Global Financial Centres Index were  selected for case studies,
developed through desktop analysis. Both regions have taken a strategic approach to enhancing and developing their financial ~ sector and provide a useful
benchmark for comparison.

Case study 1: Singapore gfinancial centre for the Asia Pacific This attracted multinational companies to Singapore and provided greater access to
region (ranking #3) foreign participants, propelling its growth. The country has continued to implement

a risk-focused approach to regulation and supervision ato facilitate innovation and
VWw¥«a h~ao|v!¥ z2C0 {~ovaoxz ©zx?a¥" development while guarding against systemic risk. &
h~o| v!¥ z2CO {~avaoxz ©zx2a¥" voy "zl «2ya@~¥no ¥o 23}z ~paz  oyada~¥aove ©2v]|z }vO yz-z¢¥! zy
the last five decades. It is a leading international financial centre in Asia, home to a diverse Review of the financial sector

range of financial institutions offering products and services across diverse asset classes.
Singapore has attracted over 1,200 financial institutions, with a positive business
environment including effective regulation, proactive government policies, quality Three broad strategies emerged: !
infrastructure and a strong talent base. The main industries include banking (investment
banking, wealth management and treasury activities), insurance and capital market
(securities, futures and derivatives) services. 58

gz-~2z-© ¥{ h~o|v!¥ zCO {~avax~ve ©zx?2¥"

U Promote asset management gprovide variety of investment products to reach a
greater number of market segments:

o

Streamlined regulations to make it easier for fund managers to enter

(@

Provided seed money to fund managers with proven track record
h«w©avaa~y¢ {«oy© { " ¥£ h~o|v!H ¥  zCO©

Competitive advantages of Singapore for business

@

A number of broader factors supported the expansion of the sector: 5°

2 opportunity

U eographical location in central theast Asi ~ . a y —

G & oediEphiceyiecy % Poutlicasiasra U Develop deep and broad capital markets in debt, equity and derivatives
U Attractive tax regime - S e

- 9 U Develop a competitive banking industry

U trong export and trad ctor an rtin ilt infrastructur . . i

- PUCTIEEEIE el el ke e lgle) o S Changes were implemented incrementally, to minimise risk.

U Lack of corruption and reputation for good governance

0 Strong availability of skilled workers Key features of success for Singapore and learnings for Queensland:

Vv Pro-business environment

dinetevoltton DSiEREtior * JICRIMEII SR tateay V Supportive regulatory environment and political stability
Government policy was a key contributor to |ndustry development, foIIowmg a vision t_o _ vV Connectivity and access to international financial markets

make Singapore a financial centre for the region. The small size of domestic market limited

growth potential, so there was a need to look outside the country for growth. Singapore Vv Availability of business infrastructure

focused on financial liberalisation and reforms from the 1960s, building up from its initial AT 8

4 i i ¢ ' Vv Availability of skill len
status as a trading hub. It quickly established the Asian dollar market (ADM). gilapllioibkiliediialent
Vv Time zone well-suited for trading in Asia
: g : 4 . K A
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Case study g What are the options for growing the sector?

Case study 2: The finance sector in Boston (ranking #9)

Vw¥«a \ 7" zvaz"”

Boston is the centre of banking in the New England region, with Massachusetts
employing 169,800 finance and insurance workers (as at September 2022). Many of

a1z x¥«@w2" " T CO ¢Czvy-~wm| {~mvox~ve ©z" -~xz ©Aresulofthehigl concentration of Wy ©2

largest employers within the City of Boston. 62

U Banking, Insurance and Investment management are all important
components. Boston has a strong asset management sector, attracted
through favourable conditions.

W¥©2¥aCO {~ovax~ve ©z —-~xz© ©zx?a¥"

The sector is also supported by a strong
local technology and innovation economy.

intellectual capital created by the leading
finance employers and educational
institutions. 5

U Birthplace of the mutual fund (b v ©©v x } « ©z 2 2 © /Mnd924)©2 ¥~ ©C | "~ «©?2

Evolution of the sector

Following the second world war, Boston transitioned to a service and finance based
ZX¥a¥E£ C i}z " z|~¥oCO -¥ "¢y
attraction of businesses and skilled talent to the area. In addition, tax breaks were
offered on commercial office projects to encourage development and taxes laws
were simplified for mutual fund operators in the state. 63

WY¥©2¥aCO {~ovoxz ©zxa¥ " ~0 O©O«!!¥ azy w
worker base.

Boston hosts 35 universities, colleges and community colleges, including world -
renowned higher education institutions such as MIT, which provided the first

graduate -level course in financial technology applications in the US. In aggregate,
Boston observes nearly 140,000 student enrolments annually. 64
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Key features of success for Boston
and learnings for Queensland:

\Y Pro-business environment

"zwo¥-wozy x¥CC¢¥| zHgh gualiyy and afferdable ©~ 2 ~ Z

commercial property

Vv Implementation of incentives to
attract desired infrastructure
~ ~ — a
V A@gceés fo Sljpplié(rsvoiJ
professional services

Vv Availability & development of
skilled talent
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Opportunity assessment gQueensland institutions agree there are many
opportunities that warrant consideration for the future of the sector

Key opportunities in the sector
No©2 ~2 «?~¥p© ~o f«zzoOCvoyCO {~ovoxz ©zx?2¥" -z"z vOjzy Z%kesSedd.z v w«Ewz  ¥{

Finance institutions in Queensland rank accelerated investments in clean energy and emissions reduction technologies as the greatest opportunity for
organisations in the finance sector and more broadly. Green bonds and other sustainable finance products also ranked inthet op six.

@ Accelerated investments in clean energy and emissions reduction technologies

{ 2 ) Data management and analytics

Development and issuance of green bonds and associated products

l Business growth and investment (including M&A activity)

Intelligence services and customer experience

Ol B R o
ey B D Population growth

34 34 ( : )
3.1 3.1 39
i = 228

m Other new technology
Application of artificial intelligence
Increased service provision across the State

m Government incentives ofr business attraction
Prudential regulatory reform

‘ State payroll taxes

Queen8|and'5 g reatest Opportu nities for the finance sector i * Calculated through a survey of Queensland finance sector institutions, asked to rank opportunities on a scale of Not an
opportunity at all (1) to Significant opportunity (5).
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explore

In consultation with the QFC, five prospective growth areas of opportunity have been identified for Queensland's finance sect  or. These opportunities leverage local
labour specialisations, capitalise on macro -economic influencing factors and/or are reflective of feedback from local stakeholde rs. There are clear synergies and
complimentary aspects to these opportunities, resulting in improved outcomes for the finance ecosystem in Queensland from the  ir pursuance. The Sustainable
finance sector has been prioritised for immediate support from the QFC.

Ve¢~| afgzoa - ~a} f«zzo©tvoyCoO w vay

o C

Alignment with Queensland & Commonwealth
Sustainable Government strategic intent to reduce emissions &
Finance increase investment in renewables

Queensland already active in green finance markets

o

Broad support from stakeholders

Sector of labour specialisation &
prominent representation of National
employment in Queensland

Key employment sector in Queensland,
with access to skills

Va z©O0zwad~v¢ ©z" " -~X2Z

Opportunity to diversify towards full financial prosperity

service provision to clients
Clustering evident with Queensland home

Clustering evident with Queensland home
to several key players

to several key players
Potential to drive capital investment in

Rapid historical growth & future growth Queensland

potential

U Attraction of desired activities already ~
underway U Queensland is home to two of the largest
U Significant, high stakes and increasing ~ mutually owned banks in Australia
o ) challenge for the sector (and others) U Significant presence of regional and mutual
Digitisation 0 Alignment with national agenda Regional & E;npljz |rr1n(§:teensland, supporting dispersed
Cybersecurit ~ . 4
y . y U Expansion of the sector would assist in Mutual Banklng U . .
& Automation ! : Regional bank leaders are engaged in the
overcoming barriers to growth Hubs g )
~ business and community
U Opportunity for purchasing (and import) U Equity and inclusivity of access to services
replacement
~ across the state
Broad sector support
V2
A~
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What is the
nature of the
Sustainable
Finance
opportunity?




The global sustainability challenge requires innovative financing and services

Tackling climate change is a challenge for all sectors of the economy. As
countries advance a raft of new sustainability requirements, they will require
increased investment, underpinned by new methods of financing and new

financial services. Green bonds, reef credits, biodiversity credits and carbon Opportunities and drivers in Queensland
credit units may be some of the new prO(_jucts O flngnmal future and Queensland is dedicated to advancing sustainability and has already made
Queensland can get ahead of the game in these emerging markets. substantial investments in the sector to drive progress.

Sustainable finance is the key to unlocking benefits Renewable energy

Sustainable finance is critical to the risk mitigation side of achieving Queensland is powered by 25% renewable electricity ™*

sustainability. New products and markets can lower energy bills, create jobs,
and enhance regional economies. Investment will contribute to new markets Electric vehicles
and products, including through the growing green bond market and carbon >.

. 0, i i ic 72
credits. Less than 1% of cars registered in Queensland are electric

Green bonds currently account for almost the entirety of the green finance :

market. Global green bond issuance increased from US$2.3 billion in 2012 Investment in energy

to US$512 billion in 2021, accounting for 93.1% of green finance. 66 The US $11 billion investment in large -scale renewable energy projects since 2015 73
and China, both with extremely large financial markets (and economies)

dominate the global green finance market. The Asia and Australasia region S,
accounted for approximately 28% of global green lending between 2017 and @
2021, with Australia being the third largest market within this region >.

(following North Asia and South East Asia). &7
In Queensland, the Queensland Treasury Corporation is currently the largest ). Abatement

$50 million promised investment in carbon reduction and abatement projects 74

Australian semi-government issuer of Climate Bonds Standard Certified 14.1 million tonnes of CO 2 emissions avoided yearly from renewable energy
Green Bonds, with $6.98 billion on issue. € In 2021 Australian conglomerate projects >

Wesfarmers issued the first sustainability -linked bonds, performance based

instruments, in the local market, raising $1 billion. 89 Australia is already Ecotourism

attracting green venture capital investment, reporting the second highest Over 5 million visitors to national parks spending over $2.64 billion 76
value of green venture capital investment (as an investor country) in the

world (following the US) in 2012 -2021, comprising 8.9% of total venture

capital investment in the period. 7°
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Queensland has potential to support sustainability finance markets

f«zzo©¢voy [~ovoxz X¥«ax~¢CCO k~0O~¥an

Establishing Queensland as a globally recognised sustainable investment hub in the Asia Pacific

The sustainable finance sector is a compelling
opportunity for the Queensland finance sector

Mobilising
inve ntin and
« 4 z BERN Hy

natural capital

i}z | ¢¥wve ©«O2v~ovw~¢~2" x}lvectzp
strengths and feedback from industry participants in the sound

FidanBng

renewable

Z ®~ O3
Trading, issuing,
validating carbon,

Why Queensland: boarding exercise support the view that Queensland faces a e(rs]irc%yazrgﬁ:trs bl;‘ff&:r’;‘l’ty
V' Natural capital base unique opportunity to develop into a national and globally e bl credits and
U B e i recognised sustainable finance hub. Sustainable finance is an e - _e:u‘;;gf{;:;,g

B emerging seqtor experiencing strorjg gro_wth, leveraging the . infrastructure) L . infrastructure

increasing shift towards ESG considerations and could benefit O

\% Large and productive {"¥f f«zzo©OtvayCO® z®~©2~ol xv'!'vw~t~2~70C

agricultural sector The sector is strongly aligned with What is sustainable finance? Mobiising
V Active green bond market sustainability objectives to reduce Sustainable finance captures the broad spectrum of finance investment in and

e = emissions, increase investment in renewable activities associated with environmental, social, :aﬁ‘;‘:;,”gg‘;;;{

b XSG SRSl energy sources and storage, and support governance and economic aspects of investment.

sustainable finance expertise S g
P the emergence of decarbonising industries.

V. Aligned brand ; : .
Pursuing this opportunity could enable

Queensland to invest in an emerging growth
sector at its nascence, and could facilitate
further investment throughout the state and

Issuing and

underwriting
green, social and
sustainable bonds

Supporting the
emerging circular
economy

Supporting
innovative

nation organisations to
; facilitate low-
carbon,
low-emissions and
high-energy
projects
and products
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Proven strengths, new capabilities

A sustainable finance hub

Significant global, national and local investment in renewable energy assets, the growing demand for
ESGIlinked financial investments and strengthening of ESG reporting will lead to increased demand
for specialist sustainable finance skills. Developing Queensland as a sustainable finance hub, home to

a range of finance skills, could position Queensland as the sustainable finance hub of Australia.

Positioning Queensland as the hub for sustainable finance has potential to drive real economic outcomes

The Sustainability Catalyst

The sustainable finance sector is an emerging sub -sector expected to record rapid growth in the

coming decades. This could present a significant opportunity for growth in Queensland.

The need for green and sustainable finance is significant. Approximately US$2.8 trillion of

investment in energy is estimated to take place globally in 2023 alone, of which US$1.7 trillion is

expected to be invested in clean technologies. 77

Australia presents an attractive location for renewable energy investment, ranking 7th globally on

the Renewable Energy Country Attractiveness Index. 78 Planned investment for greening

f«zza©¢vaoyCO
sustainability hub.

72 [s) g2

@R Gt @@= || @ =XV e

v oy

The finance sector could play a crucial enabling role in facilitating the capital investment required to
achieve net zero. A local sustainable finance sector has potential to make investment in Queensland

faster, easier and more attractive to investors and sustainable businesses. Queensland may also

capture market share from financing renewable energy investments, social and sustainable projects

elsewhere in Australia, and Asia.
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Size of the sustainable
finance market 7°

US$541
billion

Sustainable financing demand
will continue to grow

Australia ranks 7t globally on
the Renewable Energy Country
Attractiveness Index 8!

Infrastructure financed
by green bonds &°

$7
billion

Queensland

$62 billion in planned
investment in greening
f«zzo©¢CvoyCO zan
over the coming decade 82
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set to increase by a factor of
30 by 2050 83

f«zzo©Og¢voyCO

ok

ﬂ
HER

YV @ 2z" v dv-doaleév@nd Arid —
solar to increase 9-fold by

20850 &

QUEENSLAND
FUTURES INSTITUTE

EY



Growth opportunities are strong in the sustainability transition
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Summary

%

QUEENSLAND EY
Copyright © 2023 Ernst & Young Australia. All Rights Reserved. Liability limited by a scheme approved under Professional Stan  dards Legislation FUTURES INSTITUTE



