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BULLETIN

Business conditions eased further, with an acceleration of the 
economic slowdown, while business confidence remains fragile and 
soft, sliding back into pessimistic territory.

These were the key finding of the latest NAB business survey. The 
survey was in the field from May 16 to 29, following the Federal 
Budget on 9 May and following the RBA’s May rate hike but ahead 
of the RBA’s additional rate hike in June. 

The business conditions index in May declined by 7pts to +8. That 
is the largest monthly fall (outside of the volatile holiday months 
of December / January) since September 2021 - a sharp fall which 
was associated with the delta lockdowns. 

This acceleration in the economic slowdown has the business 
conditions index well below the peak of the September quarter 
2022, when it averaged +25. 

The intense headwinds of high inflation and sharply higher interest 
rates are impacting - as also evident in the official data. 

Business confidence is fragile and soft against this backdrop of 
slowing demand. The business confidence index fell by 4pts to 
be at -4, a mildly pessimistic reading. This is the third occasion 
confidence has slipped to around these levels - with a reading of -3 
last November and -4 in February. 

With the economic downturn to deepen, the likelihood is that 
business confidence will move further into pessimistic territory and 
that businesses will respond by paring back hiring plans and cut 
investment spending (particularly on equipment). 

The business conditions index detail for May, included: trading 
conditions down by 8pts to +14; profitability down 5ptd to +7; and 
employment conditions down 7pts to +4.

Forward orders turned negative in May, for the first time since 
September 2021. Orders declined by 6pts to -5. Recall that there 
was an extended period of strength in new orders from October 
2021 to September 2022 (averaging +12.5) on the reopening from 
the delta lockdowns.

Capacity utilisation levels remain elevated, at 84.7, albeit down 
from the September quarter 2022 peak of 86.0 - evidence that the 
economy is still operating at a high level of capacity (mirroring the 
labour market - where unemployment remains near a 50 year low).

By industry, the weakening of business conditions in May was 
broadly based - albeit and surprisingly, retail reportedly eased by 
only 2pts to be at a still respectable +16.

By state, the moderation of business conditions was broadly based, 
with readings for May across the mainland of: +7 Vic, +8 NSW, +9 
SA and +11 Qld. The outlier is the mining state of WA, at +19.

As to purchase costs and final product prices, there was further 
confirmation that pressures have eased from their highs - but are 
still relatively high by historical standards (see chart over page). 

Labour cost grew at a reported 2.2% quarterly rate in May, which 
is well down from the highs of June and September quarters 2022. 
This is ahead of the Fair Work Commission decision on June 2 
granting a 5.75% increase to minimum award wages. 

Andrew Hanlan, Senior Economist

Australian business conditions & confi dence, May. 
Slowdown accelerates, confi dence back in pessimistic territory.
Business conditions:   down 7pts to +8.
Business confidence:  down 4pts to -4.
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Business conditions cool as economy slows
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Business mood fragile and soft
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Confidence, May down 4pts to -4

Business conditions: slowdown accelerates
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Business conditions, May down 7pts to +8
Peaked last September, at +25.
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Confidence: consumers and businesses
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Business confidence at -4, late May
Westpac-MI Consumer Sentiment at 79.2, early June

Forward orders weaken: down 6pts to -5
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Business confidence and investment
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Business conditions: detail
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Cost and price pressures ease, but still elevated Business conditions, by industry
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Business conditions, slowdown across states
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Business conditions, broad based slowdown
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way. Except where contrary to law, Westpac and its related entities intend by this notice to exclude liability for the information. The 
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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”) 
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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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to U.S. institutional investors in reliance on the exemption from registration provided by Rule 15a-6 under the Exchange Act and is not 
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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 
analysis expressed by Westpac and/or its affiliates.
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