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Consumer sentiment pulls back from an
eleven year high
Consumer Sentiment Index

• The Westpac-Melbourne Institute Index of Consumer

Sentiment fell 4.8% to 113.1 in May from 118.8 in April.
130

While a 4.8% fall is always going to attract attention we
should put this result in perspective. It is still the second
highest print for the Index since April 2010 and does follow
an 11% rise in the Index over the previous three months.
The fall may also represent some disappointment in the
Federal Budget as a very generous Budget was still unable
to exceed the exuberant expectations of the community.
The Budget was announced on May 11 – the half-way point
of the survey period.

index

index

130

120

120

110

110

100

100

90

90
80

80
Sources: Westpac Economics, Melbourne Institute

70
May-05

May-09

May-13

May-17

70
May-21

Responses to our annual Budget question show one in five
consumers expect this year’s Federal Budget to improve
their finances over the next 12 months. There has only been
one more positive response in the eleven years we have run
this question – the 2020 survey which showed just over one
in four consumers expected to be better off.

Amongst the individual industries the most distressing
result was a 33% fall in confidence amongst employees
in the Arts. This may represent concerns in that industry
around the ending of JobKeeper along with some
disappointment in the support for the industry in the
Budget.

The 2020 and 2021 surveys are the first times since we
first started surveying Budget responses in 2010 that
those expecting the Budget to deliver improvements
outnumbered those expecting to be worse off.

All five components of the Index recorded declines in the
latest month.

This undoubtedly reflects the different aims of these recent
Budgets which have been focussed on addressing the
economic challenges of the pandemic. Previous Budgets
since 2010 have been framed around ensuring a path back
to Budget surplus.
The cost of new initiatives in this year’s Budget – 4.1% of
GDP – and in 2020 – 5.5% of GDP is in stark contrast to,
say, the 0.5% of GDP in 2019 when the government was
balancing the competing demands of an imminent election
and the need to reach Budget balance.
With that scale of stimulus measures the government
might have expected a lift in sentiment following the
announcement of the Budget.
Instead there was no evidence of a reaction either way
– sentiment amongst those surveyed pre-Budget was
almost identical to that amongst those surveyed after the
announcement.
That may partly reflect the absence of major surprises.
Apart from the decision to extend the asset write down
by a further year there were few significant unexpected
measures on Budget night. Perhaps the Budget would
have been even better received if the government had
announced some surprise positive initiatives on the night
that were targeted at households.
No doubt the Budget achieved a positive political objective
with a 1% dip in confidence amongst Coalition voters
contrasting to an 8.1% fall in confidence amongst ALP
supporters.

Around finances, the sub-index tracking assessments on
‘finances compared to a year ago’ retraced 5.4% but was
still 7.3% above its March level. Last month this read was
flattered by base effects with the ‘year ago’ assessment being
compared to the depths of the lockdown in April last year.
The sub-index tracking expectations for ‘finances next 12
months’ showed a more meaningful 6.9% decline over the
month to be down 1.9% vs March. This particular response
supports the hypothesis that there is likely to be an
element of the Budget disappointing against the exuberant
expectations in the lead up.
Both ‘family finance’ sub-indexes are coming off levels near
eleven year highs.
Expectations for the economy also cooled.
The ‘economy next 12 months’ sub-index retraced 3.5% but
is still up 6.4% compared to March. The ‘economy next 5
years’ sub-index fell 6.7% and is down 2.8% on its March
read. That said, both sub-indexes are at very optimistic
levels by historical standards – 30pts and 24pts above their
respective long run averages.
Attitudes towards major purchases remain much more
subdued than the optimism around finances and the
economy. The ‘time to buy a major household item’ subindex declined 1.5% in May after a 0.2% dip in April. At 121.5,
the index is 5.2pts below its long run average.
This relative underperformance reflects the clear prospect
of expenditure switching. Purchases of household goods
have seen strong gains during the pandemic but are likely
to be waning now that reopening is allowing consumers to

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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spend more freely on discretionary services including travel,
accommodation, entertainment and dining.

The state detail showed reversals in Victoria (–6.7%), SA
(–5.1%) and WA (–3.8%) contrasting with a slight firming in
NSW (+1.4%) and a further strong rise in Queensland (+8.8%).

The most positive aspect of this month’s sentiment update
is around jobs. The Westpac-Melbourne Institute Index of
Unemployment Expectations recorded a sharp 15.3% decline
(recall that a fall in the Index means more respondents expect
the unemployment rate to decline in the year ahead).
At 100.2, the May Index is at a ten year low. Importantly, it
suggests lingering concerns around the end of JobKeeper
have eased.

The Reserve Bank Board next meets on June 1. The minutes
of the May Board meeting have confirmed that the Board will
decide on the next stage of its Yield Curve Control (YCC) and
Quantitative Easing (QE) policies at its July meeting.
The next meeting in June will be one of ‘marking time’ and
discussing the recent run of data.
The May minutes noted that recent data and financial
conditions will be factors influencing the decisions in July.

While other aspects of the survey are implying an air of
disappointment relative to exuberant expectations the
Budget seems to have achieved its prime objective of
boosting confidence in the labour market.

Westpac expects the Board to extend the QE policy to a
further $100 billion beginning in September and to switch the
target bond in the YCC policy from April 2024 to November
2024.

The focus on driving the unemployment rate down below 5%
has resonated with households.

This view is based on the expectation that the Board will be
committed to monetary stimulus (reducing QE or restricting
YCC to the April bond are akin to tightening policy) for the
remainder of 2021.

An Index read of 94.3 amongst those surveyed post-Budget
compares to 102.6 amongst those surveyed before the
announcement. If the whole May survey had registered at
94.3 this would have been a remarkable 25 year low for
unemployment expectations.

That policy approach would be consistent with the objectives
of the Budget and as we have seen in this survey, policy is
making great progress in boosting confidence in the labour
market where there is still much more work to be done for
the Bank to achieve its objectives of full employment and its
inflation target.

The survey continues to give a clear message around the
housing market with deteriorating affordability weighing on
assessments of time to buy while price expectations remain
extremely bullish.
The ‘time to buy a dwelling’ index fell a further 3.4% from
107.2 to 103.5. It is now 21.6% below its recent peak in
November and a substantial 15.7pts below its long run
average.

Bill Evans, Chief Economist

Victorians recorded a disturbing 20% fall this month.
All jurisdictions including non-metro areas have seen
substantive declines in the 15-40% range since November.
Price expectations remained elevated.
The Westpac Melbourne Institute Index of House Price
Expectations dipped 0.1% in the month but at 163.8 the Index
remains very high, nearly 40pts above the long run average
of 124.8.

Consumer Sentiment – May 2021

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*

May 2019

May 2020

Apr 2021

May 2021

%mth

%yr

101.4

101.3

88.1

118.8

113.1

-4.8

28.5
31.8

89.3

85.3

74.3

103.5

97.9

-5.4

107.5

103.8

102.0

117.6

109.5

-6.9

7.3

90.9
91.7
126.7

104.2
97.3
115.8

71.2
96.3
96.6

125.5
123.8
123.4

121.1
115.6
121.5

-3.5
-6.7
-1.5

70.2
20.1
25.8

Time to buy a dwelling

119.3

114.9

108.2

107.2

103.5

-3.4

-4.3

Unemployment Expectations Index

129.9

120.9

136.9

118.4

100.2

-15.3

-26.8

House Price Expectations Index

124.8

89.4

72.9

163.9

163.8

-0.1

124.6

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 10 May to 14
May 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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for Financial Instruments covered by MAR are made in compliance with Article 20 MAR. Westpac does not apply MAR Investment
Recommendation requirements to Spot Foreign Exchange which is out of scope for MAR.
Unless otherwise indicated, there are no planned updates to this Investment Recommendation at the time of publication. Westpac has no
obligation to update, modify or amend this Investment Recommendation or to notify the recipients of this Investment Recommendation
should any information, including opinion, forecast or estimate set out in this Investment Recommendation change or subsequently become
inaccurate.
Westpac will from time to time dispose of and acquire financial instruments of companies covered in this Investment Recommendation as
principal and act as a market maker or liquidity provider in such financial instruments.
Westpac does not have any proprietary positions in equity shares of issuers that are the subject of an investment recommendation.
Westpac may have provided investment banking services to the issuer in the course of the past 12 months.
Westpac does not permit any issuer to see or comment on any investment recommendation prior to its completion and distribution.
Individuals who produce investment recommendations are not permitted to undertake any transactions in any financial instruments or
derivatives in relation to the issuers covered by the investment recommendations they produce.
Westpac has implemented policies and procedures, which are designed to ensure conflicts of interests are managed consistently and
appropriately, and to treat clients fairly.
The following arrangements have been adopted for the avoidance and prevention of conflicts in interests associated with the provision of
investment recommendations.
i.
ii.
iii.
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