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Key points
•	Consumer Sentiment rises 6.2% to 

89.8, a two and a half year high.

•	Consumer expectations for 
interest rates fall sharply. 

•	Cost-of-living pressures continue to 
moderate, but progress remains slow.

•	Consumers see finances broadly 
stabilising over the year ahead.

•	Home-buyer sentiment improves 
slightly but still downbeat overall.

•	House price expectations tick 
up, gain centred on Victoria 
and New South Wales.
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Consumer Sentiment Index

Westpac–Melbourne 
Institute Consumer 
Sentiment Index rises 
6.2% to 89.8 in October 
from 84.6 in September. 



Views on family finances showed more muted gains, 
with the ‘family finances vs a year ago’ and ‘family 
finances, next 12 months’ sub-indexes both rising 2.8% in 
October. The picture here is still of intense cost-of-living 
pressures but with the forward view indicating that 
consumers expect the situation to stabilise over the year 
ahead. 

Finances remain under pressure despite recent fiscal 
measures. At 73.8, the ‘family finances vs a year ago’ 
sub-index is still deeply negative. 

That said, it has improved, rising 16.8% from its May low. 
Recent tax cuts, and a range of government measures 
aimed at easing energy, rent and transport costs are 
providing some support. The drag from previous 
interest rate rises has also dissipated – average variable 
mortgage rates have risen just 0.25ppts over the last 12 
months compared with the 1.75ppts over the previous 12 
months. Across consumers with a mortgage, this sub-
index has risen 27.8% since May. 

Consumers broadly expect their finances to stabilise 
over the year ahead. At 99.7, the ‘family finances, next 
12 months’ sub-index is close to the ‘neutral’ level of 
100 meaning the proportion of consumers expecting 
their finances to improve is roughly the same as the 
proportion expecting a deterioration. Again, consumers 
with a mortgage are showing a larger improvement 
since May, with this sub-index up 10% for this sub-group 
compared with a 3.8% gain across consumers more 
broadly.

The ‘time to buy a major household item’ sub-index 
rose 3% to 85.1 in October, still well below its long run 
average of 124.2. This measure and consumer views on 
family finances are more closely correlated with actual 
spending than other components, suggesting demand 
will remain subdued despite the improved headline 
Index read. 
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The Westpac–Melbourne Institute Consumer Sentiment 
Index rose 6.2% to 89.8 in October from 84.6 in 
September. 

This is the most promising update we have seen over 
the cycle to date. While pessimism still dominates, the 
October consumer sentiment read is the best since 
the RBA interest rate tightening phase began two and 
a half years ago. Expectations have been buoyed by 
interest rate cuts abroad and more promising signs that 
inflation is moderating locally. Consumers are no longer 
fearful that the RBA could take interest rates higher. 
However, responses around family finances suggest 
progress on cost-of-living pressures – the main source 
of negative sentiment reads overall – is still slow.

October saw another big shift in consumer views on 
interest rates. The Westpac–Melbourne Institute 
Mortgage Rate Expectations Index, which tracks 
consumer expectations for variable mortgage rates 
over the next 12 months, dropped 14.1% in October to be 
down by a third since July. 

At 106.4, the Index is at its lowest level since the RBA 
was actively easing policy during COVID and on a par 
with the lows seen during previous periods of interest 
rate cuts over the last 14 years (the question was first 
added to the survey in 2010). The detail shows just over 
half of consumers now expect mortgage rates to be 
unchanged or lower over the year ahead, compared with 
about a quarter back in July.  

The headline Consumer Sentiment Index is a composite 
measure based on five sub-indexes that capture 
responses to more specific questions: two on family 
finances, two on the economic outlook and one on 
whether now is a good time to buy a major household 
item. While all sub-indexes improved in October, the 
biggest moves were around expectations for the 
economy. 

Easing rate rise fears drove a particularly big lift in 
near term expectations. The ‘economic outlook, next 
12 months’ sub-index jumped 14.3% to 92.8, and the 
‘economic outlook, next 5 years’ sub-index rose 8% to 
97.8. Both sub-indexes are now slightly above their long 
run averages – the first time we have seen this since May 
2022.

Consumer pessimism eases as rate rise fears subside

Matthew Hassan
Head of Australian Macro-Forecasting

“... the best [read] since the RBA 
interest rate tightening phase 
began two and a half years ago.”
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The shifting interest rate and economic outlook has 
seen consumers become a little less anxious about jobs. 
The Westpac–Melbourne Institute Unemployment 
Expectations Index fell 6.2% to 129.8 in October (recall 
that lower index reads mean more consumers expect 
unemployment to fall over the year ahead). 

The move unwinds most of the slight deterioration seen 
over the previous two months and brings the index 
back in line with its long run average. The detail showed 
notable improvements in NSW and amongst those 
employed in the construction sector (unemployment 
index reads for these sub-groups both down 14% in the 
October month). 

The shifting outlook for interest rates gave a modest lift 
to housing-related sentiment, although the main theme 
here continues to be the stark divergence between very 
weak buyer sentiment and upbeat price expectations. 

The ‘time to buy a dwelling’ index rose 2.5% to 78. While 
buyer sentiment remains deeply pessimistic, this is 
highest read since the start of last year. 

The state breakdown suggests local factors are also at 
play. The October month saw particularly strong gains 
in Queensland (+32%) and South Australia (+19%) where 
state governments have introduced additional assistance 
for first home buyers. In contrast, buyer sentiment 
fell sharply in Western Australia (–10.5%), where 
rampant price growth is seeing a rapid deterioration in 
affordability, and in Victoria (–8.9%) where an overhang 
of on-market supply and recent state government tax 
changes are the main issue.

The Westpac–Melbourne Institute Index of House Price 
Expectations rose 1.8% to 153.2. Despite the gain, the 
index is still off its most recent high of 163.8 recorded 
in June. The October gain was led by Victoria (+9.1%) 
and New South Wales (+5.4%) which both posted partial 
rebounds from September declines. Price expectations 
softened in Queensland (–5.8%) and Western Australia 
(–7.2%) where they were coming from a stronger starting 
point last month. The detail shows over two thirds (66%) 
of consumers still expect prices to rise over the next 
year, with state responses ranging from 61% in Victoria 
to 70-75% across the other major states.

The Reserve Bank Board next meets on November 4–5. 
While the cash rate target is likely to remain unchanged 
for the remainder of the year, we expect the Board to 
make some significant changes to its messaging, moving 
away from the ‘hawkish hold’ it has communicated in 
recent meetings. 

The Board’s discussions in November will be heavily 
influenced by the September quarter CPI update due 
on October 30. We expect this to show annual inflation 
tracking back to 3.5% on both headline and trimmed 
mean measures, with the six-month annualised pace of 
trimmed mean inflation also set to drop to 3%. While 
that’s unlikely to be enough for the Board to shift to an 
explicit easing bias, there should be enough additional 
comfort around the inflation outlook for the Board 
to start to relax its ‘vigilant’ stance on policy. As our 
October survey highlights, that will come as welcome 
relief for consumers even if actual progress on cost-of-
living pressures continues to be slow.

�

Consumer Sentiment – October 2024
avg* Oct 2022 Oct 2023 Sep 2024 Oct 2024 %mth %yr

Consumer Sentiment Index 100.5 83.7 82.0 84.6 89.8 6.2 9.5

Family finances vs a year ago 88.2 69.3 63.1 71.8 73.8 2.8 16.9
Family finances next 12mths 106.7 92.0 93.9 97.0 99.7 2.8 6.2
Economic conditions next 12mths 90.6 79.7 78.3 81.2 92.8 14.3 18.5
Economic conditions next 5yrs 92.0 92.5 92.4 90.6 97.8 8.0 5.8
Time to buy a major household item 124.1 85.1 82.4 82.6 85.1 3.0 3.2

Time to buy a dwelling 120.3 75.3 76.0 76.1 78.0 2.5 2.6

Unemployment Expectations Index 129.2 111.3 127.3 138.4 129.8 -6.2 2.0

House Price Expectations Index 126.5 99.0 160.4 150.5 153.2 1.8 -4.5

Interest Rate Expectations Index 143.4 188.7 164.6 123.8 106.4 -14.1 -35.4

Source: Westpac–Melbourne Institute.
*avg over full history of the survey, all indexes except ‘time to buy a dwelling’, ‘unemployment expectations’ and ‘house price expectations’ are seasonally adjusted

The survey is conducted by OZINFO & DYNATA. Respondents are selected at random. This latest survey is based on 1200 adults aged 18 years and over, across Australia. It was 
conducted in the week from 30 September to 4 October 2024.  The data have been weighted to reflect Australia’s population distribution. Copyright at all times remains with the 
Melbourne Institute of Applied Economic and Social Research.
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