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Australian Business Indicators survey, September quarter.
Upside on inventories key outcome amongst mixed results.
03 inventories: +1.2%qtr, impact +0.9.0ppts.

03 sales . -0.1%qtr.

03 company profits:  -1.3%qtr.

As is often the case with the Business Indicators (BIl) survey, there Inventory Ievels and trends
were some mixed results for the latest quarter.

The key outcome, a material upside surprise on business inventories 130 Sbr/qtr $bn/gtr 350
- which will see inventories make a much larger than anticipated —Inventories: business sectors**, lhs
positive contribution to activity for the September quarter. 120 4 —Inventories: consumer sectors*, lhs
—Sales, consumer sectors®, rhs L 300
In other results, total sales were weak, the survey reports. 110 +
100 GFC Sep 21
On the income front, it was a case of weak profits, centred on iZCifo delta L 250
mining, and strength in wage incomes, boosted by the National 90 A
Wage decision. W
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Non-farm business inventories rose, not fell, which will see them rmeigf““””g
make a materially larger positive contribution to activity in the 70 A *  retail, wholesale, hospitality v
quart er. manufacturing, mining, utilities Sources: ABS: Westpac Econormics
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Inventories increased by 1.2%, representing a significant upside Sep-06 Sep-10 Sep-14 Sep-18 Sep-22
surprise. The market median forecast was for a decline of -0.8%
(range -2.0% to +0.5%), Westpac -0.6%.
This will see inventories add 0.9ppts to Q3 activity, which is above N o e . . .
Westpac’s forecast of +0.5ppts. Inventories volatile in 2023: mining led Q3 rise
Note, that inventory data, which is volatile and often subject to $bn ppts
large revisions, was revised for Q2, from a -1.9% to a -1.3%. 215 3
Q1, +1.6%; Q2, -1.3%; Q3, +1.2%qtr,
In the September quarter, it was all about a mining inventory 210 1 mm Contribution to gtrly GDP (rhs) Lo
rebuild, accounting for 97% of thelt_otal increasle. Mining inventories 205 | —Level of inventories * (Ihs) 5 mpact
have now returned to levels prevailing pre-covid - after a +0.9ppts
downward trend to mid-2022, as supply headwinds impacted. 200 4 N\ F
The Q3 result for total inventories continues what has been a 195 A L o
volatile year: a 1.6% rise in Q1, largely reversed by a 1.3% fall for Q2,
and then the Q3 rebound. 190 + ]
For inventories, ex mining, the picture is one of a weak trend, with 199 75* priva(i;:n:arm Indi Westpac Economi
a flat Q3 outcome to be modest higher over the past year, up by qgQ |Sourees ABS (Business ndicators surves), Westoac Econemies ‘ ‘ 2
0.9%. That is against the backdrop of patchy and mixed demand. Sep-17 Sep-19 Sep-21 Sep-23
The BI survey reports that total sales - which provide a (rough)
guide to domestic demand - were weak in the September quarter.
Sales declined in the period, down by -0.1%. Sales ex mining edged . . .
0.2% higher. That said, across broad industries, the picture was Company pTOfItSZ lower led by mining
mixed.
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Retail and hospitality both recorded robust sales, of 1.4% and 1.5%, 100 & $bn/qtr 100
which is alongside other indicators which suggests that these two —Mining profits —Non-financial ex mining
sectors fared somewhat better in the period (albeit for retail, it 80 4  Business indicators Survey L 80
was a case of a stabilisation rather than moving ahead). Wholesale Gov't subsidies,
trade posted a large fall, down 1.5%, and utilities fell by 2.3%. JobKeeper T
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On the Bl survey measure, total sales growth for the year has /
slowed to an anaemic 1.0%. That is weaker than our prior and 40 4 Q2803 | 40
weaker than other partial indicators suggest - it will then be of / Z"Z{
great interest to see how this compares with the picture painted in w“r'nmod,,y
the National Accounts. 20 + end 2019 prices - 20
Company profits fell in the September quarter, declining by -1.3%. Sources ABS, Westpac Economics | )
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That headline result met our expectation (a forecast -1.2%) but was

much weaker than the market view, which was looking for a rise, a

forecast +1.2%. After adjustment to this accounting-based measure,

profits fell by -0.9%.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. 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 results ultimately achieved may differ substantially from these forecasts.
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By industry, weakness was in mining profits, printing -7.7%qtr, o . . o 0
associated with lower commodity prices. Nominal wage incomes: growth a brisk 9.7%yr
Non-mining profits were flat over the past half year - albeit 14 ~Fann * Wage incomes = employment x wages %ann
with some quarterly volatility. The Bl survey reports that they . ) ) )
. Cen —B Indicat —National A ts estimat
fell by 3.6% in the June quarter, followed by a 3.9% rise in the 1 usiness indicators survey ationat Accounts estimate
September quarter - to be only 0.2% higher over the period. Some
improvement in household spending in the latest quarter provided 10 1 Latest, BI survey, Q3: 10
support to profits in related sectors. , Z7alr, 3.7%yr
Wage incomes (that is the wages bill, employment times wages) 6 4 M ré
were up strongly, increasing by 2.7%, associated with the boost to ]
wage levels from the National Wage decision which provided an Average, 5.4%yr
oversized increase in award wages from 1 July. AR I einorpctiiotat 2
Annual wage income growth is holding close to around a 10% pace \j Sources: ABS, Wostpac Economicd
- at 9.7% currently. That is well above the post 1990s, pre-pandemic -2 . T T T . : . . . — -2
average of 5.4% - associated with the current bout of inflation. Sep-03 Sep-07 Sep-11 Sep-15 Sep-19 Sep-23
Brisk nominal wage income growth is broadly based across the
four major states - ranging from 9.6% for NSW and Qld, to 10.1%
for Victoria, and 10.4% for WA. The smaller states, with slower
population growth, are further back, at 8.1% for SA and 6.9% for H
populatior Wage incomes by state
What then is the Bl survey telling us about wages growth - as 16 kann %ann
measured by average compensation per hour? We estimate that
the September outcome implies annual wages growth climbed to 12 ] —Nsw —AQid L 12
5.0%yr on this basis. —Vic —WA
X i i 8 4 -8
That factors in the hours worked series from the National Accounts,
as well as an estimate for the September quarter of -0.8% (which 4 ] defta | 4
is the outcome from the Labour Force survey). It may be that the
National Accounts estimate of Q3 hours worked differs from that of 0 0
the LFS. U U i V V
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Q3 GDP view 5 Sources: ABS, Westpac Economics 8
On Tuesday, we will receive updates on net exports and public Sep-14 Sep-20 Sep-14 Sep-20
demand - further key inputs to output growth for the period, which
will be published on Wednesday.
We will reassess our Q3 GDP forecast of 0.4%qtr, following .
Tuesday’s data. Wages growth® hits 5%yr dimplied by 8l survey)
For more detail on September quarter developments, see our GDP % %
preview article from Friday. o ann o ann
10 4 —Business Indicators survey* —Wage Price Index L 10
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. 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 results ultimately achieved may differ substantially from these forecasts.
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