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Australian real retail sales lift

04 real retail sales: +0.3%qtr, -1.0%yr
Real sales advance as cash strapped consumers chase bargains.

* Real retail sales rose 0.3% in Q4, following a run of consecutive

declines over the past year. The result was above the
consensus forecast for a 0.1% gain and Westpac’s forecast for
a flat result. In the event, the positive impact of inflation was
less than expected. Retail prices rose only 0.1%qtr, the smallest
rise since the onset of the ‘delta’ outbreak back in Q3 2021.

¢ In short, real spending rose a little in Q4 as income squeezed
consumers chased bargains at end of year sales, which were
marked by aggressive discounting for discretionary items.

¢ Broadly speaking, both retail sales and other indicators,
including the Westpac Card Tracker, are pointing to a weak
picture for consumer spending. Real retail sales are down
-1.0%yr and -3.5%yr in per capita terms.

|t is worth noting that there have been significant revisions
to previous quarters. Q3’s gain was downgraded to a modest
decline, from +0.2% to -0.1%; Q2’s fall was made much sharper,
from -0.6% to -11%; while QT’s fall was upgraded to a flat
result, from -0.7% to 0.0%. The net effect shaved the starting
point for Q4 back by roughly 0.22ppts. The ABS are currently
grappling with shifting seasonal patterns with regards to retail
sales, resulting in more volatility in the monthly series and
material revisions to recent history. Until the ‘true’ seasonal
pattern emerges, caution is warranted as some of the variation
can be misattributed to non-seasonal shifts.

The store-type breakdown highlights the influence of Black
Friday Sales this year, with volume gains being led by
household goods retailing, up 2.3%qtr, while prices fell by
-0.6% as a result of discounting. The extension of Q3’s gain in
volumes (0.7%qtr) is encouraging, however, that does follow
an -11.5% contraction in this segment from Dec-21 to Jun-23.
Other store-types in the non-food group were weak: clothing
posted a sharp decline, down by -1.6%qtr, and department
stores were up just 0.2%qtr. Basic food retailing rose 0.5%
following two consecutive declines, while the downtrend in
cafes and restaurants sales volumes extended into year-end, a
sharp decline of -2.1% leaving this segment down -1.7%yr.

The state breakdown shows a patchy growth mix in retail
volumes across the large eastern states: +1.2%qtr in Qld, +0.2%
in NSW and -0.5% in Vic, the latter being the only state to
record a decline in the quarter. Both SA and WA recorded an
increase of 0.8%, following a relatively more steady profile
over the previous year. That said, all states have recorded
sizeable declines in per capita sales volumes over the past
year, with NSW, Vic and Qld around the -4.0%yr mark, WA at
-2.3%yr and SA at -1.3%.

¢ The extra detail on nominal sales showed large non-food
retailers outperformed in nominal terms, lifting 0.8%qtr, likely
reflecting Black Friday strength. Large food retailers rose
0.5%qatr while nominal sales for small retailers held about flat
(-0.1%qtr). By channel, online sales dominated, rising 5.5%qtr,
while in-store sales were about flat (-0.1%qtr).

¢ Other spending ‘partials’ for Q4 show: a partial retracement
in new vehicle sales (-3.3%qtr) following a ‘catch-up’ on
backlogged orders in the previous quarter; and a rise in fuel
consumption of around 1.2%, offsetting the decline from Q3.

Ryan Wells, Economist, ph (61-2) 9178 2063

Real retail sales - 04

real $bn % chg qtr % chg yr
Q4 Q3 Q4 Q3 Q4
sa 98.30 -0.1 0.3 -1.7 -1.0
trend* 97.99 -0.3 -0.1 -15 -1.4

Other consumer spending indicators - 04

level % chg qtr % chg yr
Q4 Q3 Q4 Q3 Q4
vehicle sales ('O00s) 233 12.5 -3.3 22.0 15.8
fuel sales (ML)" 3991 -1.2 1.2 -2.4 0.1

*Westpac estimates; official series suspended; "Q4 is latest 3mth sum.
Source: ABS, FCAI, Macrobond, Westpac Economics.
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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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Quarterly real retail sales by store-type Quarterly retail prices by store-type
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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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Disclaimer

This information has been prepared by the Westpac Institutional Bank and is intended for information purposes only. It is not intend-

ed to reflect any recommendation or financial advice and investment decisions should not be based on it. This information 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 into
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Although we have made every effort to ensure this information is free from error, none of Westpac or its related entities warrants the
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are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The ultimate
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capacities (including issuer, market maker, underwriter, distributor, swap counterparty and calculation agent) simultaneously with re-
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Disclaimer continued overleaf
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passing on the information in this communication to any third party.
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as defined in Regulation (EU) No 596/2014 (including as applicable in the United Kingdom) (“MAR”). In accordance with the relevant
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Investment recommendations must be read alongside the specific disclosure which accompanies them and the general disclosure
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