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Key points
•	Westpac Consumer Sentiment 

Index drops 6% to 90.1 in April.

•	Confidence falls to six-month low 
as tariff war and share market slide 
impact.

•	Sentiment 10% lower amongst 
those surveyed post US tariff 
announcement.

•	Consumers less confident on 
prospect of interest rate cuts.
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Consumer Sentiment Index

The Westpac-Melbourne 
Institute Consumer Sentiment 
Index fell 6% in April, to 90.1 
from 95.9 in March.
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Consumers are nearly evenly split on whether interest rates 
will fall or rise. That compares to a month ago when nearly 
60% expected rates to be the same or lower in a year’s time. 
While there does tend to be a ‘hawkish bias’ to consumer 
interest rate expectations, the shift may be a sign that the 
RBA Board’s decision to leave rates hold at its March 31-April 
1 meeting and it’s still relatively hawkish messaging is casting 
more doubt over whether we will see follow-up cuts to the 
25bp move in February.

Notably, the Federal budget appears to have been a slight 
positive in the mix. Since 2010, our budget month surveys have 
asked consumers whether they expect the budget to improve 
or worsen their finances over the year ahead. Responses 
usually show a heavy negative bias - those expecting to be 
worse off outnumbering those expecting to benefit by nearly 
20%. This year, the gap was just 10% with 15% of consumers 
expecting to be better off and 25% expecting to be worse off. 
That is still a deterioration on the 3% gap last year, when the 
‘stage 3’ tax cuts were centre stage, but there was a notable 
improvement in the assessments of low-to-middle income 
earners compared to 2024.

Sentiment towards the economy showed a clear tariff-related 
deterioration. The ‘economic outlook, next 12 months’ sub-
index fell 5.7% to 90.5. The ‘economic outlook, next 5 years’ 
sub-index also declined 3% to 98.4, dipping back into ‘net 
pessimistic’ territory. While neither sub-index is overly weak, 
the falls speak to a growing sense of unease. 

That unease is also weighing on buyer sentiment. The ‘time to 
buy a major household item’ sub-index dropped 7.3% in April. 
As noted in previous releases, this component captured the 
bulk of the shock from surging prices and the associated loss 
of purchasing power during the burst of inflation in 2022-23. 

While April has seen a setback, the sub-index is still greatly 
improved on a year ago (up 14.4% to 90). That latest drop is 
likely more general in nature rather than a sign of renewed 
inflation problems. 

Unease about the economic outlook has also taken some of 
the gloss off consumer confidence around jobs. The Westpac-
Melbourne Institute Unemployment Expectations Index rose 
5.1% to 123.9 in April (recall that higher index reads mean more 
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The Westpac-Melbourne Institute Consumer Sentiment 
Index fell 6% in April, to 90.1 from 95.9 in March.

Consumers are showing deepening unease about 
developments abroad. Sentiment weakened sharply over 
the course of the survey week, with steep falls following 
the ‘reciprocal tariffs’ announced by US President Trump on 
April 2. Those surveyed before the announcement reported 
an index read of 93.9 down only slightly from March’s 95.9. 
Those surveyed after the announcement reported an index 
read of just 86.6, down nearly 10% compared to March. The 
scale and breadth of tariff increases, which included a 10% 
tariff on Australian goods, came as a major surprise, triggering 
a sell-off in global financial markets. With the situation still 
deteriorating, there is a clear risk of more significant sentiment 
declines in the months ahead.

All component indexes deteriorated in April. The Westpac-
Melbourne Institute Consumer Sentiment Index is a 
composite measure based on five sub-indexes: two tracking 
assessments of family finances, two tracking expectations for 
the economy and one on whether now is ‘a good time to buy a 
major household item’.  

Around family finances, consumers are feeling a tighter pinch 
now and are less positive about the outlook. 

The ‘family finances vs a year ago’ sub-index recorded a sharp 
8.5% fall to 70.2, the weakest level since the ‘stage 3’ tax 
cuts came into effect in July last year. This almost certainly 
reflects the steep declines in global share markets - the S&P/
ASX200 falling 10% between the February and April surveys 
and the S&P500 down closer to 16%. The sub-group detail 
shows bigger declines across older age-groups that would 
have more exposure to the market decline, particularly through 
superannuation holdings. Share markets have recorded more 
falls in the week since the survey although it should be noted 
that in most cases markets are still above 2023 levels. 

The ‘family finances, next 12 months’ sub-index declined 6.2% 
to 101.6. Here the detail suggests tariff-related concerns 
have been compounded by a slightly more uncertain outlook 
for interest rates. Expectations showed a slightly bigger 
retracement amongst households with a mortgage.  

Certainly, consumers as a whole are less confident about 
the prospect of further interest rate cuts. The Westpac-
Melbourne Institute Mortgage Rate Expectations Index, 
which tracks consumer expectations for variable mortgage 
rates over the next 12 months, rose 11.3% to 98.1. 

Consumer sentiment hit by tariff turmoil

“... a growing sense of unease.”

Matthew Hassan
Head of Australian Macro-Forecasting
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consumers expect unemployment to rise over the year ahead). 
That said, the Index is still comfortably below the long run 
average index read of 129. Consumers may be less confident, 
but they still look relatively secure about the job situation. 

On housing, consumers have turned more pessimistic on 
assessments of ‘time to buy’ but are more positive on the price 
outlook, affordability tensions again to the fore. 

The ‘time to buy a dwelling’ index dropped 6.5% to 85.7, 
unwinding all of the rate cut related rally over the previous 
three months. Buyer sentiment is closer to neutral in 
Melbourne (99) and only slightly downbeat in Sydney (95.4) 
but is languishing at much weaker levels in Queensland 
(75.2) and Western Australia (69). The pattern mirrors price 
performances - relatively weak in the two big capital cities but 
still rising strongly in the two big mining states.

The Westpac-Melbourne Institute Index of House Price 
Expectations rose 4.7% to 153.4, a nine-month high. Some 
64% of consumers expect prices to rise in the year ahead, 
compared to 59% in March but a peak of over 70% back in June. 

CoreLogic price data released at the start of the survey week 
reported a lift in prices over the month of March. Consumer 
house price expectations recorded a particularly big 14% rise in 
Victoria, coming from a markedly weaker starting point. 

The Reserve Bank Monetary Policy Board meets on May 19-20. 
Westpac expects the deteriorating external situation, which 
has had a clear bearing on this month’s weaker sentiment read, 
and further evidence of a sustained slowing in inflation will see 
the Board deliver a further 25bp rate cut at its May meeting. 
Indeed, given the scale of the tariff shock unfolding abroad 
and signs that the knock-on effect on sentiment will weigh on 
consumer spending, the Board is likely to become much more 
focused on downside risks to growth than lingering questions 
about inflation.

�

Consumer Sentiment - April 2025
avg* Apr 2023 Apr 2024 Mar 2025 Apr 2025 %mth %yr

Consumer Sentiment Index 100.4 85.8 82.4 95.9 90.1 –6.0 9.3

Family finances vs a year ago 88.1 70.1 65.5 76.7 70.2 –8.5 7.1
Family finances next 12mths 106.7 95.5 95.5 108.3 101.6 –6.2 6.4
Economic conditions next 12mths 90.6 85.4 82.7 96.0 90.5 –5.7 9.5
Economic conditions next 5yrs 92.1 96.0 89.8 101.5 98.4 –3.0 9.5
Time to buy a major household item 123.8 82.1 78.7 97.1 90.0 –7.3 14.4

Time to buy a dwelling 120.0 71.1 75.3 91.6 85.7 –6.5 13.8

Unemployment Expectations Index 129.2 118.9 124.6 117.9 123.9 5.1 –0.6

House Price Expectations Index 128.3 130.3 161.2 146.5 153.4 4.7 –4.8

Interest Rate Expectations Index 141.9 167.2 122.8 88.2 98.1 11.3 –20.1

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 31 March to 4 April 2025.  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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