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Key points
Key outcomes for Q3:

1 The Wespac Business Cashflow Gauge is the ratio of otal 
revenues to expenses (excluding debt servicing payments) 
seasonally adjusted. The ratio has been reindexed to Q1 2020. 

•	 The Westpac Business 
Cashflow Gauge rose 0.9% in 
the September quarter and has 
increased 1% over the past year. 
The 75bp decline in the RBA cash 
rate since February has helped, 
with debt servicing costs falling 
1.1% in the quarter.1 

•	 The Westpac business debt 
coverage gauge, the stock of 
savings to liabilities, improved 
0.3% in the September quarter 
and is around 18% above pre-
pandemic levels signalling that 
overall business balance sheets 
are still in a solid position. Still, 
commercial businesses are 
investing, with plant & equipment 
financing more than 1.2x higher 
than finance for working capital.

•	 Our Industry Cashflow Gauge, 
which includes debt servicing, 
improved across 9 of 13 industries 
in Q3, with more businesses 
reporting improving cashflow. 

•	 Cash flow conditions in the non-
market sector have outperformed 
since the pandemic, aided by 
fiscal support. But consumer-
facing industries recorded steady 
gains in the latest quarter, 
consistent with the upswing in 

the overall household spending

•	 Still there remain pockets 
of weakness, including the 
manufacturing sector, where 
sluggish investment in machinery 
and equipment is weighing on 
activity and offsetting robust food 
processing growth.

•	 The cash flow index for 
Commercials rose in Q3 to its 
highest level since Q4 2023, and 
is back above its pre-pandemic 
level. In comparison, the SME 
cash flow index was broadly 
stable in the quarter but is 
still up 1.2% in the first three 
quarters of 2025. There was also 
a broadening in the recovery of 
SMEs across industries, with 
the share of companies with 
improving cashflow conditions 
compared to six months ago up 
for the fourth consecutive quarter.

•	 Still, SMEs continue to face 
significant challenges despite 
cost management and labour 
rationalisation. In particular, 
labour costs as a share of total 
SME expenses remains high 
at 8.2%, about 1ppt higher 
compared to Commercials. 

•	 Amplifying these cost pressures 
is lower relative productivity. We 
estimate that SMEs are, on average, 
33% less productive than larger 
businesses. 

•	 Australia’s economy is in a cyclical 
upswing, with the recovery gaining 
momentum in consumer demand 
and housing. Business confidence 
is showing some improvement, 
and businesses should respond by 
boosting investment. 

•	 GDP is forecast to grow 1.8%yr by 
end-2025 and 2.4%yr by end-2026, 
with the RBA expected to lower 
rates by 25bp cuts in May and 
August 2026.2 

•	 While we are now more confident 
in the rebalancing from public 
to private led demand, there is 
still some uncertainties over the 
outlook, including the risk that the 
RBA keeps rates on hold for longer. 
Private led demand will also be less 
job rich than the previous public led 
demand, providing less impetus for 
household incomes. Meanwhile, the 
surge in renewable and data centre 
investments poses challenges for a 
construction sector already facing 
supply constraints.

“A cyclical upswing in 
consumer spending is 
driving improved cashflows 
- a trend we expect to 
persist into 2026” 

2 All forecasts referred to in this publication are from Westpac 
Economics’ November Market Outlook published 7th November 
2025 and can be found in Appendix 2. 

–1.1% Q/Q
Debt servicing costs

Westpac Business 
Cashflow Gauge picks up.

Share of SMEs with 
improving “cashflow” 
conditions improve

9 out of 13 industries 
saw an improvement .

https://www.westpaciq.com.au/economics/2025/11/westpac-market-outlook-november-2025
https://www.westpaciq.com.au/economics/2025/11/westpac-market-outlook-november-2025
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Cash flow insights

SMEs still face challenges

SMEs and Commercials have both felt 
the strain from weak economic growth 
in recent years. However, SMEs have 
had less scope to pass on higher costs, 
squeezing margins and driving a razor 
focus on cost management. Indeed, 
SMEs expenses have fallen more steeply 
than Commercials. This partly reflects 
some likely labour rationalisation. In Q3, 
the SME wages bill was down 5.3%yr vs 
a 0.5%yr rise for Commercials, and have 
shown a sharper correction for several 
quarters. This likely reflects reduced 
headcount and/or hours worked. Indeed, 
the number of firms that shifted from 
employing to non-employing businesses 
rose by 4.3% over 2024–25.

Despite the fall in the overall wages bill, 
labour costs still accounted for 8.2% 
of SME expenses in Q3. This is above 
the 2020 average of 7.7% and around 
1ppt higher than for Commercials, 
underscoring the ongoing challenges 
still facing SMEs. Amplifying these cost 
pressures is lower relative productivity. 
We estimate that SMEs are, on average, 
33% less productive than larger 
businesses. Encouragingly, private 
demand is recovering, which should ease 
margin compression, albeit only gradually. 

The Westpac Business Cashflow 
Gauge rose 0.9% in the September 
quarter, more than reversing last 
quarter's small fall. Overall, the 
cashflow gauge has increased 
1% over the past year, indicating 
conditions are improving as the 
economy rebalances from public to 
private led demand (Chart 1). The 
inclusion of debt servicing payments 
paints a similar picture of a steady 
improvement in conditions (Chart 
2). Indeed, helped by the RBA's rate 
cuts since February, debt servicing 
costs fell 1.1% in the quarter. 

As in previous quarters, the 
cashflow gauge increased even 
as revenues declined, thanks to 
a bigger drop in expenses. Both 
revenues and expenses have now 
fallen for over two years. 

In the September quarter, total 
revenues declined by a modest 
0.3% in Q3, an improvement from 
the fall of 0.9% recorded in the 
previous quarter. Compared to 
a year ago, revenues were 2.9% 
lower, but the pace of decline 
has decelerated. This reflects a 
combination of two factors. First, 
demand for goods and services has 
improved, with a cyclical upswing 
in consumer spending underway. 

Second, the disinflation pulse has 
slowed, as evident by the stronger 
Q3 CPI print. 

On the other side of the ledger, 
total expenses fell 1.2%, marking 
a larger fall than experienced in 
more recent quarters. Overall, 
expenses were down 3.9% over the 
past year, with SMEs recording a 
larger contraction. Notably, import 
goods prices in the manufacturing 
and construction sector fell in 
the quarter, helped by an earlier 
A$ appreciation. Still, total 
material goods, particularly in the 
manufacturing and construction 
sectors, remain elevated.

Businesses’ total wages bill also 
fell consistent with the recent 
softening in the labour market. 
Indeed, ABS data show that 
employment growth has slowed to 
1.5%yr in Q3, down from 2.2%yr 
six months ago amid an underlying 
slowdown in ‘care economy’ jobs 
growth. Utility costs for SME's 
remained lower than a year ago, 
with eligible SMEs still receiving 
electricity subsidies, although this 
is set to end at the end of 2025.

Cashflow conditions improve as cyclical upswing in private demand takes hold
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Industry insights

Westpac’s Industry Cashflow Gauge, 
which includes debt servicing, 
improved across 9 of 13 industries in 
Q3 (see Appendix 1). Most sectors 
continued to see a sharper fall in 
expenses than revenues.

Healthcare and wholesale trade 
posted the largest quarterly gains 
(Chart 3) in Q3, with an increase 
in prices (up 4.2%yr) supporting 
health revenues.

Consumer-facing industries 
recorded steady gains, consistent 
with the upswing in the overall 
consumer spending. 

In particular, household spending 
on recreation has risen in nine of 
the past twelve months, leading to 
the strongest annual improvement 
in cash flow conditions. 

Accommodation and cafés benefited 
from higher demand, with higher 
prices helping to ease margin 
compression. Agriculture improved 
on strong external demand and 
record lamb and beef prices.

Conversely, education and business 
services declined after several 
strong quarters. While the Q3 
CPI print points to a solid increase 
in education prices (up 5.3%yr), 

wages also rose, increasing cost 
pressures. Property & related 
services fell again, despite higher 
revenues. Manufacturing cashflows 
also weakened further as sluggish 
machinery and equipment 
investment offset robust food 
processing growth.

The Industry Cashflow Condition 
Index once again highlights non-
market sector outperformance 
since the pandemic, aided by fiscal 
support. However, encouragingly, 
more businesses reported 
improving cashflow, signalling a 
broadening recovery in Q3. 

Notably, construction saw a sharp 
rise in firms with better cashflow 
conditions versus six months 
ago. This in part reflects some 
easing in margin compression 
among project home builders, as 
a recent improvement in demand 
saw a reduction in incentives and 
promotional offers, with some 
increase in base prices in Q3.

Household resilience may be 
tested
A cyclical upswing in household 
spending is underway, driven by interest 
rate cuts, stage 3 tax cuts, disinflation 
and strong house price growth. This has 
lifted business conditions and confidence.

Westpac Card Tracker indicates solid 
gains in household spending from Q2 
carried into the second half of 2025. 
The upturn has been broad-based 
but our Westpac Consumer Panel 
suggests it has been more pronounced 
among mortgage holders, where lower 
repayments boosted spending 6.4% 
over the past year. With inflation around 
3%, this is strong real growth.

However, other measures have been 
softer. The ABS Household Spending 
Indicator surprised on the downside, 
with real quarterly growth of 0.2% in 
Q3 versus 0.9% in Q2, though it does 
not capture all items. Still, the consumer 
outlook remains firm.

That said, household demand is 
vulnerable to sentiment and cost-
of-living pressures. While the latest 
consumer sentiment survey showed 
a sharp rebound in confidence, an 
extended pause by the RBA could see 
households turn more cautious.

Steady gains in consumer facing industries 

Source: Westpac Group, Macrobond

Property & Property Services
Education
Personal Services
Manufacturing
Business Services
Transport & Storage
Construction
Retail Trade
Agriculture
Accommodation, Cafes & Restaurants
Recreation Services
Wholesale Trade
Healthcare

-5 -4 -3 -2 -1 0 1 2 3 4

Quarterly % Change
-5 -4 -3 -2 -1 0 1 2 3 4

https://www.westpaciq.com.au/economics/2025/10/westpac-card-tracker-29-october-2025
https://www.westpaciq.com.au/economics/2025/11/the-red-book-november-2025
https://www.westpaciq.com.au/economics/2025/11/consumer-sentiment-november-2025
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Cashflow conditions: SME vs Commercial 

Disaggregated analysis by industry 
and firm size provides valuable 
insights into business cycle 
dynamics and relative durability 
of different segments. Looking at 
this level of detail, the recovery in 
Commercial cash flow conditions 
is more advanced than in SMEs, 
which have lagged and are still yet 
to return to pre-pandemic levels. 

In Q3, SME revenues and expenses 
fell again, marking more than two 
years of the downward trend. 
Total revenues now stand 5.4% 
lower than a year ago. However, as 
expenses also fell at a fast pace, 
down 6.3%yr, SME’s cashflow 
index was broadly stable, holding 
on to gains this year. Overall, it 
was still up 1.2% in the first three 
quarters of 2025. 

Moreover, there has been a 
broadening in the recovery of SMEs 
across industries. Consumer facing 
sectors - including accommodation, 
recreation, and retail trade - have 
seen more sustained gains in recent 
quarters, supported by firmer 
household spending. The share 
of SMEs with improving cashflow 
conditions compared to six months 
ago has also increased, marking 
the fourth consecutive quarter that 

more businesses are recording 
an improvement in cashflows. 
Encouragingly, after spiking at the 
end of 2024, the share of SMEs 
that are cash constrained has also 
declined relative to a year ago.

In comparison, the cash flow index 
for Commercials rose in Q3 to its 
highest level since Q4 2023 and is 
back above its pre-pandemic level. 

The share of Commercial 
businesses with improving 
cashflow conditions compared to 
six months ago, also rose. At 2.5%, 
this marks the highest level since 
Q2 2023. Meanwhile, the share 
that showed some constraints 
continued to fall. 

Across the commercial industries, 
8 of the 13 industries, showed 
an improvement in cashflow 
conditions over the past year. 

In contrast to SMEs, the strongest 
gains were more geared towards 
business services and good 
producing industries than the more 
consumer service industries. This 
was largely due to a drag from 
expenses in these sectors. Stronger 
consumer demand over recent 
quarters has led to an increase in 
inputs, including demand for labour, 

Business size definition:

SME businesses are those 
with annual aggregated 
turnover of less than $5m.

Commercial businesses 
are those with annual 
aggregated turnover 
between $5m and $50m.

Commercial cash flow conditions improve to their highest level in nearly two years

with a recovery in employment in 
hospitality and accommodation 
sector now underway. 

That said, the Q3 inflation suggests 
that more businesses such as the 
hospitality sector are at least partly 
passing these costs to consumers.

Indeed, while revenues across all 
Commercial businesses were down 
1.5% on the year, this was the 
smallest annual decline in seven 
quarters. 
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Balance sheet insights

Businesses' balance sheets in solid shape

The Westpac business debt coverage gauge, the stock of savings 
to liabilities, improved 0.3% in the September quarter (Chart 7) 
as business deposits grew at a stronger pace than lending.3

This was in sharp contrast to the previous quarter. While overall, 
businesses’ debt coverage stood 6.5% below its level a year ago, 
it remains around 18% above pre-pandemic levels signalling that 
business balance sheets are still in a solid position (Chart 8). 

Deposits rose 2.7% over the September quarter and have climbed 
8% from a year ago, up from 6.2%yr in the previous quarter. 
The quarterly improvement was broadbased across SME and 
Commercials. Meanwhile, total business debt grew 2.4% in the 
quarter, a deceleration from the previous quarter. Still, lending 
has increased 15.7% over the past year. 

Balance sheets across SME and Commercials remain in solid 
sharp. Even though the debt coverage gauge has moderated from 
peaks in 2023, both above levels recorded before the pandemic. 
Over this period SMEs have experienced a sharper increase in 
their liquidity positions. Notably, SMEs have focused on building 
cash reserves while investment in plant and equipment has 
grown at a subdued pace (Chart 9). 

In comparison, Commercial deposits have grown more slowly 
despite stronger cashflow conditions. Moreover, Commercial 
businesses have shown a greater appetite for investing in capacity 
and improving productivity with plant & equipment finance loans 
growing at a much stronger pace. Indeed, even with the more 
recent uptick in working capital, plant and equipment financing 
across Commercials is still 1.2x higher than finance for working 
capital (Chart 10).

Our debt coverage gauge assess the stock of cash 
relative to businesses’ financial liabilities.
3 Data corrected for the temporary inclusion of accounts in the 
SME segment in Q2.
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A look from coast to coast

After several years of outperformance across commodity 
states, largely due to sizeable fiscal support, the picture is 
no longer as clear-cut. Cashflow conditions (including debt 
servicing costs) recorded a healthy increase in the September 
quarter across most states. In particular, QLD saw a sizeable 
jump in the quarter, with its gauge 4.4% higher than a year 
ago, outperforming most states (Chart 11 and 12). The 
acceleration was led by a solid pickup in business income 
both in the quarter and over the past year. QLD was the only 
state to record positive business income growth.

NSW and VIC also posted solid improvements over 
the past year, consistent with the recovery in consumer 
spending. Meanwhile, expenses continued to fall, with 
lower interest rates reducing servicing costs nationally.

In contrast, WA was the only state to record a fall (-1.9%) 
in cashflow conditions in the quarter, having tread water 
for much of the year. While private demand is rising, 
the completion of infrastructure projects is weighing on 
construction. WA has also seen mining and agricultural export 
receipts ease, partly due to temporary factors such as weather 
disruptions and maintenance shutdowns impacting mining 
activity. Meanwhile, lower export receipts in the agriculture 
reflects some normalisation after bumper harvests.

Overall, cashflow conditions in QLD and SA are ahead of 
other states and are both above pre-pandemic levels. But 
NSW and VIC are catching up. 

The share of businesses reporting improved cashflow 
versus six months ago rose across all states, with WA the 
exception (Chart 13). However, we note that even there the 
share of constrained businesses continues to fall compared 
to a year ago (Chart 14).

Improvement in cash flow conditions broadening across states
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Cyclical upswing underway
The Australian economy is enjoying a 
cyclical upswing after several years of 
weak economic growth. Indeed, since our 
last report we have raised our GDP growth 
forecast modestly to 1.8%yr end-2025 
from 1.7% previously with GDP growth set 
to accelerate to 2.4%yr by end-2026. 

The projected acceleration in growth 
reflects clear signs that the recovery is 
gaining momentum, especially around 
consumer demand and housing markets. 
This is spilling over to improved business 
conditions and confidence and we expect 
private investment to respond both to the 
net zero and AI structural shifts underway 
and stronger private demand. This will 
have positive spillovers to construction, 
manufacturing, transportation and 
wholesale trade industries.

Against a backdrop of improving private 
sector demand, future RBA decisions will 
be data dependent. While the cash rate at 
3.6% is still slightly restrictive, the strong 
Q3 CPI print suggests the RBA is likely 
to stay on hold for an extended period, 
awaiting multiple lower quarterly inflation 
readings before considering further easing.

With interest rates a bit higher for 
longer and the gradual softening in the 
labour market already underway, we see 
downward pressure on inflation though 
2026 with the trimmed mean forecast to 

Outlook and risks

reach 2.3% by end 2026, below the 2.5% 
mid-point of the inflation target band. As 
such, we expect the next 25bp rate cuts 
coming in May and August. This will bring 
the cash rate to 3.10%. 

Still, there is uncertainty over the timing 
and the number of rate cuts ahead. An 
outcome more aligned with the RBA’s near 
term forecasts, that is inflation a little 
stronger and slightly more labour market 
tightness leading to some more wage 
pressure, the RBA would keep the cash 
rate on hold for even longer. This would 

raise the risk that the current upswing in 
demand falters. In this scenario, inflation 
further out could remain below the target 
midpoint for even longer and the labour 
market would be weaker, and at least one 
more rate cut could be expected.

...but rebalancing still poses 
challenges
Our confidence in the rebalancing of 
growth from the public sector to the 
private sector has risen. Still, it is not 
without challenges. Private led demand 
will be less job rich and more investment 
heavy than the public led growth over 
recent years, generating less impetus 
for household incomes and consumer 
demand over the medium term. Indeed, 
while economic growth has picked up, jobs 
growth has already slowed. 

Meanwhile, the sharp slowdown in large, 
public road and rail infrastructure projects 
is being replaced by growth in renewables 
and non-residential buildings, such as 
data centres, health, manufacturing, and 
airports. These are increasingly funded by 
the private sector and regional focused. 
This will support the transition to private 
sector led growth. 

However, this pivot will also necessitate 
different skills, materials and supply chains, 
hitting a construction sector which is already 
facing supply challenges, given skilled labour 

Key 2026 (yr end) economic

shortages, low productivity and elevated 
material costs. Competing demand for 
new housing supply and the Olympics will 
also add to these supply constraints, cost 
pressures and delivery risks.

Externally, the extreme tail risks 
associated with the US trade policy have 
waned. Countries, including Australia, 
have more certainty around country 
specific tariffs while the recent deal 
between China and the US has eased risks 
of a re-escalation. Australia not only holds 
a tariffs advantage vs many countries 
but demand in the US and across other 
Asia trading partners has also held firm 
for commodities more exposed to higher 
tariffs such as meat exports. Opportunities 
have also arisen including the announced 
rare earths investment agreement with the 
US.

Still, the full impact of US tariffs is yet 
to be fully felt as global trade patterns 
continue to adjust. Moreover, supply chains 
remain vulnerable to new trade barriers 
and geopolitical events. 

1.8%
GDP, y%

2.3%
Trimmed mean CPI

3.0%
Wage growth

4.6% 
Unemployment rate

3.10%
Cash rate (end-year)
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Appendix 1: Major indicators by industry, annual % change

*year to date percentage change

APPENDIX

Income Expenses Income to Expense Ratio

Current 
quarter 2025* 2024 2023 Current 

quarter 2025* 2024 2023 Current 
quarter 2025* 2024 2023

By Industry

Accommodation, Cafes & Restaurants –2.3 –0.1 –8.0 4.4 –4.6 –2.4 –6.8 7.6 2.4 2.4 –1.2 –2.9

Agriculture 0.6 –1.3 –1.4 2.4 –4.7 –3.0 –1.1 –0.1 5.5 1.8 –0.3 2.5

Business Services –3.7 –3.8 –4.7 5.0 –3.8 –3.7 –4.8 1.0 0.1 –0.1 0.1 3.9

Recreation Services –3.9 –1.8 –4.3 3.8 –9.3 –3.8 –5.3 –5.4 6.0 2.1 1.0 9.8

Education 3.4 2.3 3.0 13.0 3.9 0.9 2.7 14.2 –0.5 1.3 0.3 –1.1

Healthcare 0.3 0.1 –2.6 7.2 –3.9 –2.9 –3.2 5.7 4.3 3.1 0.6 1.4

Manufacturing –4.1 –4.1 –3.5 3.1 –3.7 –5.1 –3.9 1.6 –0.5 1.0 0.4 1.5

Personal Services –4.7 –1.3 1.3 5.5 –4.5 –2.1 –2.1 6.8 –0.2 0.8 3.5 –1.2

Retail Trade –4.5 –5.1 –5.4 –0.7 –5.7 –5.3 –7.1 –1.7 1.3 0.2 1.8 1.1

Transport & Storage –5.4 –3.7 –3.3 4.7 –3.0 –2.8 –3.5 3.1 –2.5 –1.0 0.1 1.5

Wholesale Trade –2.0 –5.1 –8.2 –4.9 –4.4 –5.5 –9.6 –6.7 2.5 0.5 1.6 1.9

Construction –1.9 –3.6 –3.4 7.6 –4.1 –4.2 –5.8 5.6 2.2 0.6 2.5 1.9

Property & Property Services 0.4 –4.4 –6.4 0.8 –1.0 –5.0 –6.9 1.2 1.4 0.6 0.6 –0.4

By State

NSW/ACT –3.4 –3.3 –5.0 3.0 –5.1 –4.8 –5.5 0.4 1.8 1.6 0.6 2.6

VIC/TAS –4.7 –4.3 –5.7 2.7 –6.8 –6.5 –5.9 0.5 0.4 2.4 0.2 2.3

QLD 1.0 –2.0 –3.9 3.5 –3.2 –2.8 –5.1 4.4 1.9 0.9 1.3 –0.9

SA/NT –2.9 –2.1 –4.2 4.4 –3.8 –3.2 –4.4 3.8 2.3 1.2 0.3 0.6
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Appendix 2: Australian economic forecasts

APPENDIX

Activity forecasts*

2025 2026 Calendar years

%qtr / %yr end Q1 Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2024 2025f 2026f 2027f

Household consumption 0.4 0.9 0.7 0.5 0.7 0.7 0.7 0.7 0.9 2.5 2.6 2.8

Dwelling investment 2.1 0.4 1.4 1.2 1.3 1.6 1.7 1.7 3.5 5.1 6.5 5.5

Business investment * 0.3 –0.4 0.9 0.9 0.8 0.9 1.2 1.2 0.4 1.6 4.1 4.7

Private demand * 0.5 0.6 0.8 0.6 0.8 0.8 0.9 0.9 1.0 2.6 3.4 3.4

Public demand * –0.3 0.2 0.7 0.7 0.8 0.7 0.5 0.6 5.4 1.3 2.6 2.5

Domestic demand 0.3 0.5 0.8 0.7 0.8 0.8 0.8 0.8 2.3 2.2 3.2 3.2

Stock contribution 0.3 –0.1 –0.1 0.0 0.0 0.1 0.0 0.0 0.1 0.1 0.1 0.0

GNE 0.5 0.4 0.7 0.6 0.8 0.8 0.8 0.8 2.4 2.3 3.3 3.2

Exports –0.7 1.7 0.1 0.3 0.4 0.4 0.4 0.5 1.4 1.5 1.7 2.5

Imports 0.1 1.4 0.5 0.5 1.3 1.3 1.3 1.3 6.2 2.5 5.3 4.9

Net exports contribution –0.2 0.1 –0.1 0.0 –0.2 –0.2 –0.2 –0.2 –1.0 –0.2 –0.8 –0.5

Real GDP %qtr / %yr avg 0.3 0.6 0.6 0.6 0.6 0.6 0.6 0.6 1.0 1.8 2.4 2.5
%yr end 1.4 1.8 2.1 2.1 2.4 2.4 2.4 2.4 1.3 2.1 2.4 2.6
Nominal GDP %qtr / %yr avg 1.4 0.7 2.0 1.6 1.0 0.9 1.0 0.9 3.8 4.8 4.9 4.0

%yr end 3.7 4.1 5.8 5.8 5.4 5.7 4.6 3.9 3.6 5.8 3.9 4.4

Real household disp. income 1.5 0.0 0.5 0.5 0.9 0.6 1.8 –0.5 2.2 2.5 2.8 2.5

Other macroeconomic variables

2025 2026 Calendar years

% change Q1 Q2f Q3f Q4f Q1f Q2f Q3f Q4f 2024 2025f 2026f 2027f

Employment %qtr ** 0.3 0.6 0.2 0.2 0.4 0.2 0.3 0.4 – – – –

%yr end ** 2.2 2.2 1.5 1.3 1.4 1.1 1.2 1.3 2.2 1.3 1.3 2.1

Unemployment rate % ** 4.1 4.2 4.3 4.5 4.5 4.5 4.6 4.6 4.0 4.5 4.6 4.4

Wages (WPI) (sa) %qtr 0.9 0.8 0.7 0.7 0.8 0.8 0.6 0.8 – – – –

%yr end 3.4 3.4 3.3 3.2 3.0 3.0 2.9 3.0 3.2 3.2 3.0 3.1

Headline CPI %qtr 0.9 0.7 1.3 0.6 0.9 0.8 0.7 0.5 – – – –

%yr end 2.4 2.1 3.2 3.6 3.6 3.6 2.9 2.8 2.4 3.6 2.8 2.6

Trimmed Mean CPI %qtr 0.7 0.7 1.0 0.7 0.6 0.6 0.5 0.6 – – – –

%yr end 2.9 2.7 3.0 3.1 3.0 2.9 2.4 2.3 3.3 3.1 2.3 2.6

Current account $bn, qtr –14.1 –13.7 –9.6 –5.0 –6.5 –8.1 –9.0 –9.7 – – – –

% of GDP –2.0 –1.9 –1.3 –0.7 –0.9 –1.1 –1.2 –1.3 –2.3 –0.7 –1.3 –1.7

Terms of trade %yr avg –4.1 –3.8 –2.3 –0.4 1.3 2.6 2.2 1.0 –4.8 –0.4 1.0 –0.9

Population %yr end 1.6 1.5 1.5 1.4 1.4 1.4 1.4 1.4 1.7 1.4 1.4 1.3

Market Outlook November 2025 | Westpac IQ.
Calendar year changes are (1) period average for GDP, current account and terms of trade, unless otherwise stated (2) through the year for inflation, wages and employment. Unemployment is year end. 
* GDP & component forecasts are reviewed following the release of quarterly national accounts.
** Business investment and government spending adjusted to exclude the effect of private sector purchases of public sector assets.
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About the report
The quarterly business snapshot uses aggregated and de–identified data from our SME and 
Commercial business bank customers. Westpac Institutional Bank customers are not included in 
the scope of this report. This data provides a timely read on aggregate business conditions and the 
economic trends impacting small and medium businesses (including SME and Commercial businesses), 
providing our clients with insights to help them grow and prosper. 

Turnover is derived by summing inflows paid to the accounts of the Group’s business customers. 
Inflows related to transfers within business groups or capital transactions are excluded. Expense 
data is derived by summing outflows from the accounts of our business customers. Outflows related 
to transfers within business groups, capital transactions and outflows direct to any lending facility 
are excluded from the analysis. Debt servicing cost data is derived by summing the outflows from 
the accounts of our business customers for servicing any financing facilities or loans. It captures both 
interest and principal payments as applicable. Sample is adjusted where possible for changes in 
customer numbers. Therefore, the reported aggregates reflect the experience of the typical or average 
small and medium business in Australia, as opposed to changes in customer numbers. Due to data 
limitations, there are differences in sample groups between business cash flow data (i.e. income and 
expenses) and financial stock data (i.e. cash, debt, financial position). We have tried to control for these 
sample variations where possible. 

SME businesses are those with annual turnover of less than $5m. Commercial businesses are those 
with annual turnover between $5m and $50m.

Individual series are seasonally adjusted. All data is presented using rolling three month moving 
averages to smooth volatility related to the flows of income, expenses, debt servicing costs and 
financial stocks. Given the limited length of the time series available and volatile economic landscape 
over the past few years, seasonal factors are subject to change – however, different robustness 
methods are used to help ensure that any changes going forward are small.
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Disclaimer
©2025 Westpac Banking Corporation ABN 33 007 457 141 (including 
where acting under any of its Westpac, St George, Bank of Melbourne 
or BankSA brands, collectively, “Westpac”). References to the “Westpac 
Group” are to Westpac and its subsidiaries and includes the directors, 
employees and representatives of Westpac and its subsidiaries. 

Things you should know 

We respect your privacy: You can view the New Zealand Privacy 
Policy here, or the Australian Group Privacy Statement here. 
Each time someone visits our site, data is captured so that we 
can accurately evaluate the quality of our content and make 
improvements for you. We may at times use technology to capture 
data about you to help us to better understand you and your needs, 
including potentially for the purposes of assessing your individual 
reading habits and interests to allow us to provide suggestions 
regarding other reading material which may be suitable for you.

This information, unless specifically indicated otherwise, is under 
copyright of the Westpac Group. None of the material, nor its 
contents, nor any copy of it, may be altered in any way, transmitted 
to, copied of distributed to any other party without the prior written 
permission of the Westpac Group. 

Disclaimer 

This information has been prepared by Westpac and is intended 
for information purposes only. It is not intended 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 a legally 
binding contract. To the extent that this information contains any 
general advice, it has been prepared without taking into account 
your objectives, financial situation or needs and before acting on it 
you should consider the appropriateness of the advice. Certain types 
of transactions, including those involving futures, options and high 
yield securities give rise to substantial risk and are not suitable for all 
investors. We recommend that you seek your own independent legal 
or financial advice before proceeding with any investment decision. 

This information may contain material provided by third parties. 
While such material is published with the necessary permission none 
of Westpac or its related entities accepts any responsibility for the 
accuracy or completeness of any such material. Although we have 
made every effort to ensure this information is free from error, none 
of Westpac or its related entities warrants the accuracy, adequacy 

or completeness of this information, or otherwise endorses it in 
any way. Except where contrary to law, Westpac Group intend by 
this notice to exclude liability for this information. This information 
is subject to change without notice and none of Westpac or its 
related entities is under any obligation to update this information or 
correct any inaccuracy which may become apparent at a later date. 
This information may contain or incorporate by reference forward 
looking statements. The words “believe”, “anticipate”, “expect”, 
“intend”, “plan”, “predict”, “continue”, “assume”, “positioned”, “may”, 
“will”, “should”, “shall”, “risk” and other similar expressions that are 
predictions of or indicate future events and future trends identify 
forward-looking statements. These forward-looking statements 
include all matters that are not historical facts. Past performance is 
not a reliable indicator of future performance, nor are forecasts of 
future performance. Whilst every effort has been taken to ensure that 
the assumptions on which any forecasts are based are reasonable, 
the forecasts may be affected by incorrect assumptions or by known 
or unknown risks and uncertainties. The ultimate outcomes may differ 
substantially from any forecasts. 

Conflicts of Interest: In the normal course of offering banking 
products and services to its clients, the Westpac Group may act 
in several capacities (including issuer, market maker, underwriter, 
distributor, swap counterparty and calculation agent) simultaneously 
with respect to a financial instrument, giving rise to potential 
conflicts of interest which may impact the performance of a financial 
instrument. The Westpac Group may at any time transact or hold a 
position (including hedging and trading positions) for its own account 
or the account of a client in any financial instrument which may 
impact the performance of that financial instrument. 

Author(s) disclaimer and declaration: The author(s) confirms that 
(a) no part of his/her compensation was, is, or will be, directly or 
indirectly, related to any views or (if applicable) recommendations 
expressed in this material; (b) this material accurately reflects his/her 
personal views about the financial products, companies or issuers (if 
applicable) and is based on sources reasonably believed to be reliable 
and accurate; (c) to the best of the author’s knowledge, they are not 
in receipt of inside information and this material does not contain 
inside information; and (d) no other part of the Westpac Group has 
made any attempt to influence this material. 

Further important information regarding sustainability related 
content: This material may contain statements relating to 
environmental, social and governance (ESG) topics. These are subject 
to known and unknown risks, and there are significant uncertainties, 

limitations, risks and assumptions in the metrics, modelling, data, 
scenarios, reporting and analysis on which the statements rely. In 
particular, these areas are rapidly evolving and maturing, and there 
are variations in approaches and common standards and practice, 
as well as uncertainty around future related policy and legislation. 
Some material may include information derived from publicly 
available sources that have not been independently verified. No 
representation or warranty is made as to the accuracy, completeness 
or reliability of the information. There is a risk that the analysis, 
estimates, judgements, assumptions, views, models, scenarios or 
projections used may turn out to be incorrect. These risks may cause 
actual outcomes to differ materially from those expressed or implied. 
The ESG-related statements in this material do not constitute advice, 
nor are they guarantees or predictions of future performance, and 
Westpac gives no representation, warranty or assurance (including 
as to the quality, accuracy or completeness of the statements). You 
should seek your own independent advice. 

Additional country disclosures: 

Australia: Westpac holds an Australian Financial Services Licence (No. 
233714). You can access Westpac’s Financial Services Guide here or 
request a copy from your Westpac point of contact. To the extent that this 
information contains any general advice, it has been prepared without 
taking into account your objectives, financial situation or needs and 
before acting on it you should consider the appropriateness of the advice. 

New Zealand: In New Zealand, Westpac Institutional Bank refers to 
the brand under which products and services are provided by either 
Westpac (NZ division) or Westpac New Zealand Limited (company 
number 1763882), the New Zealand incorporated subsidiary of 
Westpac (“WNZL”). Any product or service made available by WNZL 
does not represent an offer from Westpac or any of its subsidiaries 
(other than WNZL). Neither Westpac nor its other subsidiaries 
guarantee or otherwise support the performance of WNZL in respect 
of any such product. WNZL is not an authorised deposit-taking 
institution for the purposes of Australian prudential standards. 
The current disclosure statements for the New Zealand branch of 
Westpac and WNZL can be obtained at www.westpac.co.nz.

Singapore: This material has been prepared and issued for 
distribution in Singapore to institutional investors, accredited 
investors and expert investors (as defined in the applicable Singapore 
laws and regulations) only. Recipients of this material in Singapore 
should contact Westpac Singapore Branch in respect of any matters 
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arising from, or in connection with, this material. Westpac Singapore 
Branch holds a wholesale banking licence and is subject to 
supervision by the Monetary Authority of Singapore. 

Fiji: Unless otherwise specified, the products and services for 
Westpac Fiji are available from www.westpac.com.fj © Westpac 
Banking Corporation ABN 33 007 457 141. This information does 
not take your personal circumstances into account and before acting 
on it you should consider the appropriateness of the information for 
your financial situation. Westpac Banking Corporation ABN 33 007 
457 141 is incorporated in NSW Australia and registered as a branch 
in Fiji. The liability of its members is limited. 

Papua New Guinea: Unless otherwise specified, the products and 
services for Westpac PNG are available from www.westpac.com.
pg © Westpac Banking Corporation ABN 33 007 457 141. This 
information does not take your personal circumstances into account 
and before acting on it you should consider the appropriateness 
of the information for your financial situation. Westpac Banking 
Corporation ABN 33 007 457 141 is incorporated in NSW Australia. 
Westpac is represented in Papua New Guinea by Westpac Bank - 
PNG - Limited. The liability of its members is limited. 

U.S: Westpac operates in the United States of America as a federally 
licensed branch, regulated by the Office of the Comptroller of 
the Currency. Westpac is also registered with the US Commodity 
Futures Trading Commission (“CFTC”) as a Swap Dealer, but is 
neither registered as, or affiliated with, a Futures Commission 
Merchant registered with the US CFTC. The services and products 
referenced above are not insured by the Federal Deposit Insurance 
Corporation (“FDIC”). Westpac Capital Markets, LLC (‘WCM’), a 
wholly-owned subsidiary of Westpac, is a broker-dealer registered 
under the U.S. Securities Exchange Act of 1934 (‘the Exchange 
Act’) and member of the Financial Industry Regulatory Authority 
(‘FINRA’). In accordance with APRA’s Prudential Standard 222 
‘Association with Related Entities’, Westpac does not stand behind 
WCM other than as provided for in certain legal agreements 
between Westpac and WCM and obligations of WCM do not 
represent liabilities of Westpac. 

This communication is provided for distribution to U.S. institutional 
investors in reliance on the exemption from registration provided by 
Rule 15a-6 under the Exchange Act and is not subject to all of the 
independence and disclosure standards applicable to debt research 
reports prepared for retail investors in the United States. WCM is 
the U.S. distributor of this communication and accepts responsibility 
for the contents of this communication. Transactions by U.S. 
customers of any securities referenced herein should be effected 
through WCM. All disclaimers set out with respect to Westpac apply 
equally to WCM. If you would like to speak to someone regarding 

any security mentioned herein, please contact WCM on +1 212 
389 1269. Investing in any non-U.S. securities or related financial 
instruments mentioned in this communication may present certain 
risks. The securities of non-U.S. issuers may not be registered 
with, or be subject to the regulations of, the SEC in the United 
States. Information on such non-U.S. securities or related financial 
instruments may be limited. Non-U.S. companies may not be subject 
to audit and reporting standards and regulatory requirements 
comparable to those in effect in the United States. The value of 
any investment or income from any securities or related derivative 
instruments denominated in a currency other than U.S. dollars is 
subject to exchange rate fluctuations that may have a positive or 
adverse effect on the value of or income from such securities or 
related derivative instruments. 

The author of this communication is employed by Westpac and is 
not registered or qualified as a research analyst, representative, or 
associated person of WCM or any other U.S. broker-dealer under the 
rules of FINRA, any other U.S. self-regulatory organisation, or the laws, 
rules or regulations of any State. Unless otherwise specifically stated, 
the views expressed herein are solely those of the author and may differ 
from the information, views or analysis expressed by Westpac and/or its 
affiliates. 

UK and EU: The London branch of Westpac is authorised in the 
United Kingdom by the Prudential Regulation Authority (PRA) and is 
subject to regulation by the Financial Conduct Authority (FCA) and 
limited regulation by the PRA (Financial Services Register number: 
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in certain legal agreements (a risk transfer, sub-participation and 
collateral agreement) between Westpac and WEG and obligations 
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distribution or use would be contrary to local law or regulation. 
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