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Consumer Sentiment holds a positive line despite lock
downs
The Westpac-Melbourne Institute Index of Consumer Sentiment
decreased by 1.5% to 104.6 in October from 106.2 in September.
Despite both Sydney and Melbourne remaining in lock down
throughout the last month consumers are relatively upbeat.
At 104.6 there continues to be a clear majority of optimists
nationally with little difference in the state readings – NSW
(103.4); Victoria (105.4); Queensland (105.3) and Western
Australia (105.4) all show similar majorities of optimists. This is
despite a sharp contrast between the lock down status of NSW/
Victoria and Queensland/Western Australia.
Consumers in NSW and Victoria are clearly looking towards
their states’ reopening as vaccine coverage reaches globally
competitive rates. Just over 90% of the eligible population
in NSW and 85% of the eligible population in Victoria have
now received at least one vaccine dose, 15–20% ahead of
Queensland and Western Australia.
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This theme is best exemplified by the contrast in confidence
between respondents who are not vaccinated but intend to be
vaccinated – with an index read of 122.0 – and those who are
not vaccinated and do not intend to get vaccinated – with an
index read of 84.8.

still in solid optimistic territory, well above long run averages.
Interestingly, the detail in this sub-group showed a more
pronounced 7.8% decline amongst consumers with a mortgage,
possibly an early sign of concerns that mortgage interest rates
may be rising over this longer time horizon.

The confidence level of those not intending to get vaccinated
has also fallen quite sharply in the last month, down 8.7% to
84.8 from 92.9 in September. Encouragingly, the size of this
group has fallen as well, accounting for only 6% of respondents
in the October survey compared to 9% in September and just
under 20% at the start of the year.

Views on family finances were more mixed. The ‘finances,
next 12 months’ sub-index increased slightly by 0.5% but the
‘finances vs a year ago’ sub-index is down 1.7%. Both remain
slightly above their long run average levels.

The success and pace of vaccine-led re openings in NSW and
Victoria in conjunction with the efforts of Queensland and
Western Australia to lift vaccination rates while remaining
COVID-free will likely determine the profile of national
confidence over the next few months.
The detail points to a more nuanced response to vaccine roll
outs in NSW and Victoria. Sentiment posted modest gains in
Sydney (+1.2%) and Melbourne (+3.9%), buoyed no doubt by
prospects of an end to extended lock downs.
In contrast, sentiment fell steeply in regional areas, down 10.6%
in regional NSW and 8.2% in regional Victoria. It is likely that the
key explanation for this discrepancy is concerns about what the
easing of restrictions, including intra-state travel, may bring for
those regional areas with lower vaccination rates and weaker
health systems.
Component-wise, shifts were relatively small with optimism
centred on economic prospects while views around family
finances remain subdued.
The ‘economic conditions, next 12 months’ sub-index declined
1.7% but remained in firmly optimistic territory at 103.2, up
nearly 10% on a year ago. The ‘economic conditions, next 5
years’ sub-index posted a more meaningful 5.6% decline but
was coming off a strong 4.8% gain last month and at 108.1 is

The ‘time to buy a major household item’ sub-index posted a
modest 0.9% gain but remains at a relatively subdued level of
109.9. The long run average is 126.6. Easing COVID restrictions
may provide more support for buyer sentiment in NSW and
Victoria in the months ahead.
Reopening expectations gave a big boost to confidence around
jobs. The Westpac Melbourne Institute Index of Unemployment
Expectations fell 11.1% to a six-month low of 107.1 (recall that a
fall in the Index means more respondents expect unemployment
to fall in the year ahead). NSW recorded a particularly strong
improvement, the state index dropping 16.4% to 97.7, to a 16year low.
After briefly recovering somewhat last month the ‘time to buy
a dwelling’ index took another sharp hit in October. The Index
fell by 13.8% to be down by 37% from its peak in November last
year. The fall is almost certainly due to the sharp deterioration
in affordability over the last year, dwelling prices having surged
20% nationally over that time. Mid-way through the survey
week the Australian Prudential Regulation Authority announced
a tightening in loan serviceability guidelines for mortgage
lenders. This announcement, which is likely to be followed by
further initiatives in the new year, almost certainly weighed on
homebuyer sentiment.
In contrast the Westpac Melbourne Institute Index of House
Price Expectations held at 156.3, remaining near eight-year
highs. That is down only 1% from September, although we

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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did see quite a sharper 9.3% pull-back in NSW, suggesting
consumers are starting to see prices become more stretched in
the Sydney market.
The Reserve Bank Board next meets on November 2. The
Board will almost certainly maintain its policy settings. The next
change is likely to involve a further scaling back in weekly bond
purchases at the February meeting, from $4 billion to $2 or $3
billion.
The focus next week will be on the Bank’s revised growth
forecasts which will be discussed at the Board meeting and
formally released in the November Statement on Monetary
Policy on November 5.
Of most interest will be the Bank’s estimate of the likely
contraction in the economy in the September quarter; the pace
of recovery; and whether recent developments have changed
the Bank’s assessment of the timing of its progress towards
achieving its inflation and full employment goals.
Westpac expects the RBA will achieve these objectives by the
end of 2022 laying the foundation for an increase in the cash
rate of 0.15% in the March quarter of 2023. The Reserve Bank
is of the view that it will need to wait until 2024 before it will
increase the cash rate
Bill Evans, Senior Economist, ph (61–2) 8254 8531

Consumer Sentiment – October 2021
Item

avg*

Oct 2019

Oct 2020

Sep 2021

Oct 2021

%mth

%yr

Consumer Sentiment Index

101.4

92.8

105.0

106.2

104.6

–1.5

–0.4

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

89.3
107.5
91.0
91.8
126.6

80.2
93.3
87.1
88.9
114.5

92.9
110.8
94.0
113.8
113.7

93.5
109.2
105.0
114.5
109.0

92.3
109.7
103.2
108.1
109.9

–1.3
0.5
–1.7
–5.6
0.9

–0.6
–0.9
9.8
–5.0
–3.3

Time to buy a dwelling

118.8

116.6

122.2

96.7

83.3

–13.8

–31.8

Unemployment Expectations Index

129.9

131.8

119.4

120.5

107.1

–11.1

–10.3

House Price Expectations Index

124.8

138.0

117.3

158.0

156.3

–1.0

33.3

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 October to 8 October 2021. 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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