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BULLETIN

Business confidence has evaporated, while business conditions 
remain elevated - for now. 

The economy is operating at full capacity, as new orders continue 
to expand at a robust pace. 

Labour cost and prices pressures intensified further, hitting profits.

These were the key findings of the NAB business survey. The June 
survey was in the field from June 20 to 30. The previous survey 
was conducted from May 23 to 29 - immediately after the May 21 
Federal election, which resulted in a change of government. 

Business confidence weakened by 5pts to be at +1, a reading 
below the long-run average. Intense supply headwinds - labour 
and material shortages - are limiting firms’ ability to lift production. 
Spiralling costs are squeezing business profit margins. 

These pressures, as well as the implications of aggressive interest 
rate tightening by central banks, are eroding business confidence. 
Globally, there is speculation of a US recession, equity markets are 
in a meltdown, and domestically consumer sentiment is now at 
recession like levels - pointing to a sharp slowdown ahead.

Business conditions remain elevated - for now - down 2pts to +13. 
This provides further confirmation the economy had considerable 
momentum ahead of the impacts of the recent RBA rate hikes.

The reopening recovery from the delta lockdowns of 2021, as well 
as the boost from earlier substantial policy stimulus, is supporting 
activity. Consumers are spending freely at present, embracing 
fewer covid restrictions. Household balance sheets are in good 
shape and the household saving rate currently is elevated - the 
unwinding of which is funding additional spending.

Strength in new orders has been sustained over the 9 months, 
October 2021 to June 2022, to be at +10 in June. This points to 
momentum in business conditions extending into the September 
quarter. Beyond which, the impact of rate rises is likely to be felt.

Business conditions detail for June included: trading conditions 
down 3pts to +18; profitability down 4pts to +12; and employment 
conditions down 2pts to a still robust +10 - evidence that firms are 
continuing to seek additional labour.

The retail sector reports ongoing upbeat business conditions, at 
+16 in June (albeit down 4pts from May). However, confidence 
amongst retailers plunged, to -18, on concerns about the outlook.  
Recreational & personal also reported robust business conditions, 
at +15, while confidence there is elevated (for now) at +10, with the 
sector enjoying the benefit of fewer covid restrictions. 

The economy is operating at full capacity, with the capacity 
utilisation rate at an historic high of 84.6 in the June quarter - 
mirroring the tightest labour market conditions in 50 years (see 
chart overleaf).

Labour costs increased at a 3.6% quarterly rate in the month 
of June and rose by 8.5% over the past year. Directionally, this 
points to wages growth lifting from current modest levels as firms 
compete for scare labour - the scale of any increase is less clear. 

Spiralling input costs are leading to sharply higher prices: purchase 
costs are up 13.8% for the year and final product prices 6.7% higher.

Andrew Hanlan, Senior Economist

Australian business conditions & confi dence. 
June: confi dence evaporates, conditions elevated for now.
Business conditions:   down 2pts to +13.
Business confidence:  down 5pts to +1.

12 July 2022

Business conditions: rebound post delta / omicron
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Business conditions: at +13 in June

Business confidence evaporates
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Confidence falls to +1 in June
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Labour costs: significant pressures
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New orders: strength sustained, June at +10
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Surging costs leading to price pressures

Economy operating at full capacity in 2022
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Confidence: consumers and businesses
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Business conditions: detail
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Business conditions by state
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Business conditions, by industry
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Business conditions, by industry
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Disclaimer

This material contains general commentary only and is not intended to constitute or be relied upon as personal financial advice.  To 
the extent that this material contains any general advice, it has been prepared without taking into account your objectives, financial 
situation or needs, and because of this, you should, before acting on it, consider the appropriateness of the advice, having regard 
to your objectives, financial situation and needs, and, the disclosure documents (including any product disclosure statement) of any 
financial product you may consider. Certain types of transactions, including those involving futures, options and high yield securities 
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material is published with the necessary permission none of Westpac or its related entities accepts any responsibility for the accuracy 
or completeness of any such material. Although we have made every effort to ensure the information is free from error, none of 
Westpac or its related entities warrants the accuracy, adequacy or completeness of the information, or otherwise endorses it in any 
way. Except where contrary to law, Westpac and its related entities intend by this notice to exclude liability for the information. The 
information is subject to change without notice and none of Westpac or its related entities is under any obligation to update the 
information or correct any inaccuracy which may become apparent at a later date. The information contained in this material does not 
constitute an offer, a solicitation of an offer, or an inducement to subscribe for, purchase or sell any financial instrument or to enter 
a legally binding contract. Past performance is not a reliable indicator of future performance. Whilst every effort has been taken to 
ensure that the assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions 
or by known or unknown risks and uncertainties. The ultimate outcomes may differ substantially from these forecasts.
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required, or applicable customer agreement. Download the Westpac NZ QFE Group Financial Advisers Act 2008 Disclosure Statement 
at www.westpac.co.nz.

China, Hong Kong, Singapore and India: This material has been prepared and issued for distribution in Singapore to institutional 
investors, accredited investors and expert investors (as defined in the applicable Singapore laws and regulations) only. Recipients in 
Singapore of this material should contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, 
this material. Westpac Singapore Branch holds a wholesale banking licence and is subject to supervision by the Monetary Authority of 
Singapore. Westpac Hong Kong Branch holds a banking license and is subject to supervision by the Hong Kong Monetary Authority. 
Westpac Hong Kong branch also holds a license issued by the Hong Kong Securities and Futures Commission (SFC) for Type 1 and 
Type 4 regulated activities. This material is intended only to “professional investors” as defined in the Securities and Futures Ordinance 
and any rules made under that Ordinance. Westpac Shanghai and Beijing Branches hold banking licenses and are subject to supervision 
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This communication is being made only to and is directed at (a) persons who have professional experience in matters relating to 
investments who fall within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) 
or (b) high net worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(2)(a) to (d) 
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Disclaimer continued

Investment Recommendations Disclosure

The material may contain investment recommendations, including information recommending an investment strategy. 
Reasonable steps have been taken to ensure that the material is presented in a clear, accurate and objective manner. Investment 
Recommendations for Financial Instruments covered by MAR are made in compliance with Article 20 MAR.  Westpac does not apply 
MAR Investment Recommendation requirements to Spot Foreign Exchange which is out of scope for MAR.

Unless otherwise indicated, there are no planned updates to this Investment Recommendation at the time of publication.  Westpac 
has no obligation to update, modify or amend this Investment Recommendation or to notify the recipients of this Investment 
Recommendation should any information, including opinion, forecast or estimate set out in this Investment Recommendation change 
or subsequently become inaccurate.

Westpac will from time to time dispose of and acquire financial instruments of companies covered in this Investment Recommendation 
as principal and act as a market maker or liquidity provider in such financial instruments.

Westpac does not have any proprietary positions in equity shares of issuers that are the subject of an investment recommendation.

Westpac may have provided investment banking services to the issuer in the course of the past 12 months.

Westpac does not permit any issuer to see or comment on any investment recommendation prior to its completion and distribution.

Individuals who produce investment recommendations are not permitted to undertake any transactions in any financial instruments or 
derivatives in relation to the issuers covered by the investment recommendations they produce.

Westpac has implemented policies and procedures, which are designed to ensure conflicts of interests are managed consistently and 
appropriately, and to treat clients fairly.  

The following arrangements have been adopted for the avoidance and prevention of conflicts in interests associated with the provision 
of investment recommendations.

I. Chinese Wall/Cell arrangements;

II. physical separation of various Business/Support Units; 

III. Strict and well defined wall/cell crossing procedures;

IV. a “need to know” policy; 

V. documented and well defined procedures for dealing with conflicts of interest; 

VI. reasonable steps by Compliance to ensure that the Chinese Wall/Cell arrangements remain effective and that such arrangements     
 are adequately monitored. 

U.S.: Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the Comptroller 
of the Currency. Westpac is also registered with the US Commodity Futures Trading Commission (“CFTC”) as a Swap Dealer, but is 
neither registered as, or affiliated with, a Futures Commission Merchant registered with the US CFTC. Westpac Capital Markets, LLC 
(‘WCM’), a wholly-owned subsidiary of Westpac, is a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (‘the 
Exchange Act’) and member of the Financial Industry Regulatory Authority (‘FINRA’). This communication is provided for distribution 
to U.S. institutional investors in reliance on the exemption from registration provided by Rule 15a-6 under the Exchange Act and is not 
subject to all of the independence and disclosure standards applicable to debt research reports prepared for retail investors in the 
United States. WCM is the U.S. distributor of this communication and accepts responsibility for the contents of this communication. 
All disclaimers set out with respect to Westpac apply equally to WCM. If you would like to speak to someone regarding any security 
mentioned herein, please contact WCM on +1 212 389 1269. All disclaimers set out with respect to Westpac apply equally to WCM.

Investing in any non-U.S. securities or related financial instruments mentioned in this communication may present certain risks. The 
securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the SEC in the United States. Information 
on such non-U.S. securities or related financial instruments may be limited. Non-U.S. companies may not subject to audit and 
reporting standards and regulatory requirements comparable to those in effect in the United States. The value of any investment or 
income from any securities or related derivative instruments denominated in a currency other than U.S. dollars is subject to exchange 
rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related derivative 
instruments.

The author of this communication is employed by Westpac and is not registered or qualified as a research analyst, representative, or 
associated person under the rules of FINRA, any other U.S. self-regulatory organisation, or the laws, rules or regulations of any State. 
Unless otherwise specifically stated, the views expressed herein are solely those of the author and may differ from the information, views or 
analysis expressed by Westpac and/or its affiliates.
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