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BULLETIN

Business conditions and confidence bounced in the second half of 
January as businesses benefited from robust spending over the first 
‘disruption-free’ summer break since the onset of COVID-19.

This was the key finding of the latest NAB business survey.

The January survey was in the field from January 27 to February 
2. Recall that the previous survey, while titled “December”, was 
conducted from January 4 to 9 (delayed by Christmas holidays).

The business conditions index, having moved 11pts lower over the 
three months to December, bounced by 5pts in January, returning 
to an elevated level.

In terms of industry colour, the improvement in conditions was 
driven by a rebound in the mining, manufacturing and construction 
segments. These sectors reportedly suffered a sharp down-turn in 
December, but the January survey confirms this was a temporary 
dip associated with typical business operations being on hold 
during holidays. 

Interestingly, the consumer segments (both retail and recreation & 
personal) have transitioned from consistent declines to a stalling. 
Indeed, broader consumer spending indicators suggest that, on 
balance, demand has remained relatively firm heading into the new 
year, despite some emerging weakness in the retail sector.

While is a welcome development for businesses, the broader 
context suggests a sustained up-trend is not likely in place. As the 
full impact of high inflation and rising interest rates crystalises, 
particularly in relation to the Australian consumer, economic 
activity will slow from robust expansion over 2022 to an anaemic 
pace of growth over 2023.

The business mood is also improving, the NAB survey reports. 
The confidence index lifted 6pts in December to be at +6, roughly 
on par with the historical average. The mini-rally in business 
confidence is against the backdrop of easing concerns on global 
inflation and resilient consumer spending in the first ‘disruption-
free’ summer break since the onset of COVID-19.

However, as noted above, business confidence will remain at risk 
of weakness over the course of the year as the impact from the 
cumulative interest rate rises to date materialises and a slowdown 
in economic growth ensues.

Business conditions detail for January revealed that trading 
conditions are up 8pts to +28, profitability is up 4pts to +17 and 
employment conditions are up 1pt to +10. Forward orders also 
posted its first improvement since August 2022, up 3pts to +6.

The evolution of labour costs and overall upstream price pressures 
also remains constructive to the outlook. Although purchase costs 
reportedly rose over the month, the current pace of 3.2% is less 
than the 3.4% quarterly pace evident in December. Given this is 
part of a broader downtrend, moderating from the average of 4.6% 
in June, it is unlikely that pressures will intensify greatly from here. 

Similarly, labour costs were reported to have risen in the month, 
particularly across retail, recreation & personal, and the finance, 
business & property group. At 2.6%, it is also on par with the 
December quarter average and the broader downtrend since the 
3.8% print in September. The continued moderation in labour 
costs will prove critical to the easing in broader inflation pressures 
through its larger role within services inflation.

Ryan Wells, Economist

Australian business conditions & confidence, January. 
Conditions and confidence strengthen over summer.
Business conditions:   up 5pts to +18. 
Business confidence:  up 6pts to +6.
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Business conditions and confidence
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Business conditions: detail
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New orders: up 3pts to +6
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Economy operating at full capacity in 2022
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Business confidence and investment

-30

-20

-10

0

10

20

30

-30

-20

-10

0

10

20

30

Dec-92 Dec-01 Dec-10 Dec-19

% yr end net bal.
Business investment real, non-mining, lhs
Business confidence, adv 2qtrs, rhs

Sources: NAB survey, ABS, Westpac Economics

quarterly

-1

1

3

5

7

9

11

13

0

1

2

3

4

5

6

7

8

Mar-01 Mar-05 Mar-09 Mar-13 Mar-17 Mar-21

% ann% ann
Wage Price index (lhs)
Labour costs, NAB survey (rhs)

Sources: ABS, NAB, Westpac Economics

quarterly average

* Private sector WPI

Latest observation,
NAB survey: 
2023 Q1 prelim*: 12.8%yr

Labour costs: significant pressures
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Cost and price pressures

Confidence: consumers and businesses
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Business confidence at +6, late January
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Business conditions: NSW & Vic continue easing
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Business conditions, by industry
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Business conditions, retail continue easing
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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. 
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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 
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