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Fourth consecutive lift in household spending
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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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Services drives rise in spending

Neha Sharma
Economist

Y

Nominal household spending improved in January, rising
0.4%mth, from a downwardly revised 0.2%mth in December.
The result was bang in the middle of our 0.3%mth estimate
and the consensus for a 0.5%mth lift. This was the fourth
consecutive monthly lift but base effects resulted in the
annual pace easing to 2.9%yr from 4.2%yr. The trend annual
rate moved higher.

The six-month annualised pace was firmer, tracking 5.3%yr

in January. Spending on health, hotels, cafes and restaurants,
and recreation and culture have accounted for around 60% of
this growth in spending. The rate has been strengthening since
July 2024, when tax cuts came into effect, but it remains below
longer run trend levels.

The monthly lift was driven by a rise in health spending
(+2.5%mth), followed by miscellaneous goods and services
(+1.2%mth). Despite a strong fall in new vehicle purchases,
transport lifted 1.1%mth on the back of air and sea travel. Food,
and recreation and culture were up 0.3%mth.

After benefiting from Black Friday discounting in late-2024,
spending on both clothing and footwear, and furnishing

and household equipment fell -1.5%mth. Hotels, cafes and
restaurants was down -0.3%mth while alcohol and tobacco fell
-1.8%mth. On an annual basis, alcohol and tobacco (-12.2%yr)
was the only category where spending declined. We suspect
this continued as a result of weak volumes (see here for more
detail) but the scale of the decline still looks surprisingly large.

The post-Black Friday drop-off also hit goods spending which
fell for the first time since September 2024, down -0.6%mth.
The annual pace fell more dramatically, from 4.2%yr to 0.9%yr.
Services regained the top spot, rising 1.5%mth. Discretionary
spend was down -0.2%mth, while non-discretionary increased
a firm 1.4%mth, the strongest lift in 15 months.

All states continued to show decent spending momentum. Vic,
Qld and WA saw spending rise 0.5%mth. SA was up 0.4%mth,
while the lift in NSW was a tad muted at 0.1%mth. Spending
has now risen for five consecutive months in WA and for four
consecutve months for the other states (excl. Qld).

Conclusion

Household spending, while not strong, is maintaining decent
momentum. Even after accounting for inflation, ‘real’ spending
appears to be growing. Westpac’s Card Tracker Index also
suggested some additional strength in January. However,
spending activity may have faded a little in early February (see
here for more detail).

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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https://library.westpaciq.com.au/content/dam/public/westpaciq/secure/economics/documents/aus/2025/02/er20250204BullHouseholdSpendingIndicatorDec.pdf
https://library.westpaciq.com.au/content/dam/public/westpaciq/secure/economics/documents/aus/2025/02/Westpac-card-tracker-20250221.pdf
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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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