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STAGE 3 TAX CUTS 
PRELIMINARY ANALYSIS

23 August 2024

Stage 3 tax cuts 
mostly saved so-far
•	 Preliminary evidence suggests the 

boost to income from stage 3 tax 
cuts has had very little flow on 
impact to consumer spending. 

•	 Westpac data covering the month of 
July shows higher after-tax income 
has instead been directed towards 
savings, in the form of both deposits 
and mortgage offset accounts. 

•	 On a per person basis, tax cuts 
gave an estimated $220 boost in 
July. Other income drivers added 
a further $860. Our estimates 
suggest 70% of the total increase 
in income flowed to savings.  

•	 The detail showed no clear evidence 
of an income-related increase in 
spending across any age, income 
or mortgage sub-groups. 

•	 Westpac will continue to monitor data 
flows closely, providing more updates 
as information becomes available.

 

Westpac-DataX Consumer Panel
The Westpac-DataX Consumer Panel is a large 
dataset that gives a timely and detailed picture 
of Australian consumer finances and behaviour. 
Developed by DataX, Westpac’s data analytics 
service, the dataset links transaction activity with 
balance sheet information to give a complete view 
of income, spending, saving and borrowing flows. 

All data is de-identified and aggregated to ensure 
privacy. The resulting sample of over 1 million 
customers gives an accurate representation of 
trends across the wider Australian consumer and 
is perfectly suited to quickly tracing the impact 
and responses to events like the stage 3 tax cuts.
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Estimated tax cut boost – July 2024
$ % income* % spend*

total 219 4.1 7.3

age group:     18-24 119 3.6 5.1

25-34 244 4.6 8.0

35-44 304 4.6 8.4

45-54 310 4.4 8.2

55-64 261 4.3 8.2

65+ 77 2.5 3.8

mortgage 368 4.4 9.2

no mortgage 182 4.0 6.6
     *based on avg. monthly income and spending over the first six months of 2024
      Source: DataX, Westpac Economics
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Household consumption currently poses one of the 
biggest uncertainties for Australia’s economic outlook, 
with the path of spending likely to have a major bearing 
on the trajectory of monetary policy. A key part of this is 
the impact of fiscal stimulus provided through the stage 
3 tax cuts that came into effect on July 1 and provide 
every taxpayer with a boost to after-tax (take home) pay.

If a larger than expected share of these tax cuts is 
spent, this would add significantly to demand at a 
time when the RBA is trying to bring it more in to 
line with supply in an effort to bring inflation back 
under control. On the other hand, if the tax cuts are 
predominantly saved, the boost to aggregate demand 
will be modest and will have little bearing on the 
RBA’s objective of constraining economic activity. 

This uncertainty has been amplified by other cross-
currents influencing household consumption decisions. 
The tax cuts are helping to boost real household 
disposable income but the wider context here is 
important. Real household disposable income is only just 
starting to recover from its biggest slide since the 1980s. 
Cost-of-living pressures are rising more slowly but 
remain high. Likewise, interest rates have been stable 
but are still relatively high. Reflecting this, consumer 
sentiment continues to languish around historic lows. 

Pushing in the other direction, household wealth has 
had a significant boost from rising dwelling prices 
which most empirical analysis suggests should 
support consumption through a ‘wealth effect’.

Finally, a defining feature of the stage 3 tax cuts 
is that they are distributed in pay-packets in a 
regular amortised fashion, rather than as a lump 
sum as was the case with the low-middle income 
tax offset and previous fiscal stimulus measures 
during COVID and the GFC. A regular, and modest, 
boost to income is likely to be treated very 
differently to a large one-off lump-sum payment. 

Stage 3 income boost
The Westpac-DataX Consumer Panel provides a way 
to trace how tax cuts are affecting household incomes, 
spending, saving and borrowing flows (see p5 for more 
details on the Panel). This dataset has now been refreshed 
for July, incorporating the first month where households 
received stage 3 tax cuts allowing us to assess the size 
of the income boost and how households are using it.

Our estimate show the average boost to post-tax 
income from stage 3 tax cuts was approximately $220 
per person in July. That represents around a 4.1% boost 
to income relative to the average after-tax income 
over the first six months of 2024 ($5,303 per month). 
Relative to the average monthly spend over the start of 
2024, the tax cut boost is 7.3% – a substantial increase 
in potential spending power. Note that tax cut impacts 
are estimated at the individual-level based on observed 
monthly post-tax salary and wage income flows. 

As expected, the income boost from tax cuts varies 
across different cohorts. Amongst different age 
groups, the largest benefit was received by prime 
working-age individuals who are also likely to be 
higher income earners. For those between the ages 
of 35 and 54 the average monthly benefit from stage 
3 tax cuts was over $300. However, the income boost 
represents around 8% of average monthly spending 
for every age cohort apart from the very youngest 
and the oldest (where the incidence of income tax 
payments, and therefore tax relief, is much lower).

The Stage 3 tax cuts were always skewed towards 
higher income earners, even after they were adjusted 
to benefit all taxpayers.  It’s therefore unsurprising that 
the measured monthly income boost is the highest 
in the largest tax bracket where it averaged $610. 

However, it was the second highest tax bracket where 
the income boost was largest as a percentage share 
of post-tax income over the first half of 2024. While 
earners in the bottom tax bracket (i.e. below the tax-
free threshold) technically should not receive any tax 
benefit, there was a very small average benefit for 
this group, reflecting people whose monthly income 
in July would have tipped them into the second tax 
bracket. Note that the Westpac-DataX Consumer 
Panel assesses the relevant income tax bracket based 
on a rolling six-month window of income flows.
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The tax benefit was also heavily skewed towards 
mortgage holders, who also tend to be higher income 
earners. The measured boost to income from stage 
3 was almost twice as large for mortgage holders 
($368) relative to non-mortgage holders ($182). 

This is partly because many older individuals 
who are retired and own their properties outright 
do not benefit from income tax cuts as they 
are receiving a pension (either government of 
from super) and are not paying income tax.

Reflecting the income disparity between the 
mortgage and no mortgage cohorts, the measured 
tax benefit represents around 4% of observed 
average monthly income for both groups despite 
the large difference in the nominal benefit.

Other income boosts
Note that the first flows of the stage 3 tax cuts 
coincided with other increases in household income, 
for example from an increase in hours of work, higher 
wages (i.e. pay rises) or from bonus payments. 

The increase in rental assistance payments from July 
1 also added to income flows, but these do not have a 
bearing on the calculation of the stage 3 tax cut benefit. 

The confluence of these factors meant that in 
both original and seasonally adjusted terms, the 
monthly flow of income in July was the strongest 
over the sample period dating back to late 2019. 
Importantly, there was a clear increase in income 
flows across all income brackets, age cohorts and 
for both individuals with and without a mortgage. 
Additionally, the boost to income flows from other 
sources (i.e. not from tax cuts) dominated the overall 
increase in income flows across every cohort.

This highlights that while the stimulus from 
stage 3 tax cuts is significant over a full tax year, 
on a monthly basis the value of the tax cuts 
are not particularly large relative to the normal 
fluctuations in income from other sources.
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Where is it going?
The fact that the benefit of stage 3 tax cuts 
coincided with a significant income boost from 
other sources, some of which is likely to be due to 
monthly volatility, makes it difficult to disentangle 
their specific impact on consumption activity. 

Even if there was an observed increase in spending 
there is no way to distinguish whether this was due 
to the tax cuts or other sources of higher income.

However, the preliminary evidence from the 
Westpac-DataX Consumer Panel suggests that the 
boost to income from stage 3 tax cuts (and from 
other sources) had very little impact on consumer 
spending in July and instead was directed towards 
household savings in the form of both deposits and 
mortgage offset accounts. The muted spending result 
broadly aligns with the signal from the Westpac 
Card Tracker index since the start of July.

While there was a very noticeable boost to income 
in July, there was no significant spike in spending 
over and above the normal month-to-month 
volatility. However, there was a significant spike in 
savings inflows in July. In fact, in both seasonally 
adjusted and original terms, savings inflows in 
July were the largest since mid-to-late 2021.

https://www.westpaciq.com.au/economics/2024/08/westpac-card-tracker-15-august-2024?ai=1723775852296&cd=180&cid=edm
https://www.westpaciq.com.au/economics/2024/08/westpac-card-tracker-15-august-2024?ai=1723775852296&cd=180&cid=edm
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Importantly, there was no clear evidence of an income-
related increase in spending in any age cohort, across 
income brackets or among those with or without a 
mortgage. In contrast, the increase in savings flow was 
persistent across most sub-groups with the rise in saving 
flows most pronounced amongst the prime working 
age population and individuals in higher tax brackets.

The structure of the tax cuts as a gradual stimulus rather 
than a lump-sum payment will remain a significant 
challenge for determining the extent to which they are 
boosting demand. However, based on a preliminary 
round of data from the Westpac-DataX Consumer 
Panel, it appears that the stage 3 tax cuts had very 
little impact on spending in July. The absence of a 
clear increase in spending is also notable given strong 
income gains coming from other factors such as 
additional hours worked, wage increases or bonuses 
and the increase to Commonwealth rental assistance.  

As tax cut benefits accumulate over time, households 
may choose to adjust spending. But for the time 
being, there is no evidence that stage 3 tax cuts have 
had a meaningful impact on spending behaviour. 
Instead, the preference among households appears 
to be to use the tax cuts, and other income 
windfalls, to accumulate additional savings.
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Estimated tax cut boost – July 2024
$ % income* % spend*

total 219 4.1 7.3

age group:     18-24 119 3.6 5.1

25-34 244 4.6 8.0

35-44 304 4.6 8.4

45-54 310 4.4 8.2

55-64 261 4.3 8.2

65+ 77 2.5 3.8

inc. quintile:   first 19 1.4 1.0

second 49 2.0 2.4

third 228 4.4 7.3

fourth 474 5.4 11.5

top 611 4.0 11.2

mortgage 368 4.4 9.2

no mortgage 182 4.0 6.6
     *based on avg. monthly income and spending over the first six months of 2024
     Source: DataX, Westpac Economics



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.

5WESTPAC ECONOMICS  

The Westpac-DataX Consumer Panel
The Westpac-DataX Consumer Panel is a large 
dataset that gives a timely and detailed picture of 
Australian consumer finances and behaviour. 

Developed by DataX, Westpac’s data analytics 
service for institutional and business banking 
customers, the dataset links transaction activity with 
balance sheet information to give a complete view 
of income, spending, saving and borrowing flows. 

The data is de-identified and aggregated to 
ensure the privacy of our customers.

To gain the most accurate picture of consumer activity, 
the panel is restricted to only include connection 
observations where we have the most visibility of 
income, spending, saving and borrowing activity. 

The resulting sample of over 1 million customers 
provides an accurate representation of trends across 
the wider Australian consumer. Monthly observations 
are available back to July 2019 with timely updates 
provided a few weeks after the end of each month. 

As such, it is perfectly suited to quickly tracing the 
impact and responses to events like the stage 3 tax cuts.
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