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Consumer Sentiment lifts but remains
downbeat heading into Christmas
• The Westpac-Melbourne Institute Index of Consumer
Sentiment rose 4.5% to 97.0 in November from 92.8 in
October.

This rise in the Index follows a sharp 5.5% fall in October.
The pattern of confidence falling in response to a rate cut
and recovering when the RBA remains on hold repeats
what we saw earlier in the year when the Index fell by 4.1%
following the July cash rate cut only to recover 3.6% in
August, when the RBA left rates unchanged.
This result continues to support the general view that
consumers are somewhat unnerved by the announcement
of low rates and media controversy around the banks’
responses.
Note that looking through month to month volatility the
Index has fallen by around 4% since the RBA started
cutting the cash rate in June and has been below the 100
level, indicating pessimists outnumber optimists, for four of
the last five months.
Other factors would have boosted Consumer Sentiment
since the last survey. Markets have generally lifted, the ASX
up 3.2% over the last month, boosted by a more positive
tone around the global economy. The key here will be
whether the US and China are able to reach a successful
agreement around the trade disputes since markets are
now likely to be already pricing in a satisfactory outcome to
the current discussions.
Consumer spirits may also have been lifted by the extensive
coverage given, during last week’s survey period, to the
possibility of the Commonwealth Government bringing
forward the personal income tax cuts legislated for July
2022, to July 2020.
All index components recorded a rise in November.
Consumer views on the economy improved but continue to
show a more pronounced weakening in recent months. The
‘economy, next 5 years’ sub-index rose 5.2% in November
and the ‘economy, next 12 months’ sub-index rose 4% but
both retraced only part of last month’s declines (–9.1%
and –6% respectively) and are down sharply on a year ago
(–10.2% and –13.1% respectively).
Assessments of family finances have been more resilient
over the last two months and slightly firmer overall. The
‘finances vs a year ago’ sub-index rose 5.2% in November
and the ‘finances, next 12 months’ sub-index rose 5.7% –
both flat to up slightly on September. That said, the gains
remain disappointing given interest rate cuts, the $7.7bn
in personal income tax relief rolled out since July and
the turnaround in housing markets from price declines to
robust price gains. Indeed, both sub-indexes remain at
weak levels well below long run averages – a pattern that
has been a persistent feature for several years now.
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Consumer attitudes towards spending look to be downbeat
heading into the all-important Christmas sales period. The
‘time to buy a major household item’ sub-index rose 3% in
the November month but is still 4% below its August level.
At 117.9, the sub-index is well below its long run average of
127, suggesting consumers will be keeping a tight rein on
discretionary spending.
A restrained attitude towards spending is also evident in
responses to our annual question on Christmas spending
plans. One in three Australians are planning to spend
less on gifts than they did last year, with a further 54%
expecting to spend about the same. Just 11% of consumers
are planning to spend more this year. The mix is almost
identical to last year’s survey and suggests we are heading
for another lacklustre Christmas spend.
The Westpac-Melbourne Institute Unemployment
Expectations Index rose 3.6% to 136.5 in November, up
13.4% on this time last year and the highest reading since
June 2017 (recall that higher readings indicate that more
consumers expect unemployment to rise in the year
ahead). The readings are consistent with a slowdown in
jobs growth and steady increases in unemployment and
underemployment rates over the year ahead.
Housing-related sentiment was relatively stable in
November, views on time to buy improving slightly but
price expectations showing signs of consolidating after the
very strong gains in previous months.
The ‘time to buy a dwelling’ index rose 2.1% in November
to 119, holding around its long run average of 120. Buyer
sentiment continues to soften in NSW and Victoria where
the resurgence in prices already looks to be squeezing
affordability. Buyer sentiment remains relatively well
supported in Queensland, WA and SA.

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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The Westpac-Melbourne Institute Index of House Price
Expectations Index dipped 1.6% in November, the first
decline since May but following a 54% surge between May
and October. While consumer price expectations continued
to strengthen in NSW (+7.3%) they cooled sharply in
Queensland (–11.9%) and Victoria (–6.4%).
The Reserve Bank Board next meets on December 3.
Westpac expects that the Bank will hold rates steady at
that meeting. Recent publications from the Bank indicate
that it is prepared to take more time to assess the impact
of the three cuts we have already seen. However, the Board
retains a clear easing bias and we expect it to act on this
bias next February with a further 25bp rate cut.
Bill Evans, Chief Economist
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Consumer Sentiment Index
Family finances vs a year ago
Family finances next 12mths
Economic conditions next 12mths
Economic conditions next 5yrs
Time to buy a major household item

avg*

Nov 2017

Nov 2018

Oct 2019

Nov 2019

%mth

%yr

101.5

99.7

104.3

92.8

97.0

4.5

-7.0
-7.9

89.4

84.8

91.7

80.2

84.4

5.2

107.6

105.4

106.1

93.3

98.6

5.7

-7.1

91.0
91.3
127.2

96.2
93.2
118.8

104.3
104.1
115.6

87.1
88.9
114.5

90.6
93.5
117.9

4.0
5.2
3.0

-13.1
-10.2
2.0

119.6

98.3

114.8

116.6

119.0

2.1

3.7

Unemployment Expectations Index

130.0

130.8

120.4

131.8

136.5

3.6

13.4

House Price Expectations Index

125.6

135.6

99.0

138.0

135.8

-1.6

37.2

Time to buy a dwelling

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

Survey interviews are conducted by OZINFO Research on the telephone using trained interviewers. Telephone numbers and the household respondent 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 4 November to
8 November 2019. 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.

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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