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Australia: Surveys Point to Further Rate Hikes But Could 
Give RBA Reason To Slow The Pace 
 
Executive summary  

 

• The nascent peaking of labour and other cost pressures in the NAB business survey could give the 

RBA the reason its needs to hike by only 25bp at the October meeting but their elevated level, the 

apparent trough in consumer sentiment and solid business confidence may be enough for another 

50bp move.  

• Thursday’s August employment and September inflation expectations data are next on the agenda and 

likely to be just as important as today’s surveys in shaping views on the next RBA meeting. 

• The market has around +32bp priced in for the October 4 meeting or 28% of a 50bp hike, which has 

been unaffected by today’s data. 

 

 

 

Businesses resilient amid pricing power and easing cost pressures  

 

Elevated purchase costs continue to be passed on by businesses, but the August NAB business survey 

showed some easing in purchase costs, prices of final products and labour costs. However, they remain close to 

survey highs. The July/August average of final product prices suggests that we should see another step up in 

the next CPI print on October 26. 

 

NAB commented in its press release that the slight dip in business cost pressures probably reflected some pull-

back in commodity prices and the absorption of the one-off 5.2% increase in the minimum wage in July. 

 

Fig 1: Survey price of final products data suggest higher Q3 CPI  

 
 
Source: MNI - Market News, NAB, ABS, Refinitiv 

 

In terms of the labour market, firms’ labour costs eased from 4.5% to 3.5%, but the chart below shows that they 

continue to grow at heady rates. Employment was revised up in July but fell back almost 2 points in August, 

suggesting that we may have seen the worst of the tightness in the labour market, but apart from July, it remains at 

its series high. The moderating of these components should provide some comfort to the RBA, but the data are a 

long way off suggesting the start of any weakness. 
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Fig 2: Labour market components of business survey remain robust 

 
 
Source: MNI - Market News, NAB, Refinitiv 

 

 

NAB business conditions and confidence rose in August to their highest level since April and continue to signal that 

the business environment is holding up well. Importantly, forward orders, trading and exporters’ sales all rose 

on the month. 

 

Fig 3: Business environment looking solid 

 
 
Source: MNI - Market News, NAB, Refinitiv 

 

 

Consumers still spending despite depressed confidence  

 

Despite indications that confidence in the Westpac consumer survey for September may have troughed, it 

remains at a level consistent with previous crises and recessions, such as Covid and the global financial 

crisis. Yet, the CBA measure of spending intentions in August rose 0.8% m/m to be 15.1% y/y. Quite a divergence 

has appeared between the measures (see Figure 4 below) and this seems to be due to solid labour market 
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conditions. This dichotomy was also apparent within the Westpac survey, as unemployment expectations fell below 

100 again signalling that more people expect unemployment to fall than rise (see Figure 5). Normally consumer 

confidence and unemployment expectations move in opposite directions, but since mid-2021 they have been 

moving together. This seems to explain why people have been happy to spend even though they are very 

pessimistic; their employment incomes are allowing them to. It is also worth noting that there is a lag between 

rate rises and their impact on household spending, and so consumption should moderate towards year end.  

 

Fig 4: Consumers spending despite their pessimism 

 
 
Source: MNI - Market News, Westpac, CBA, Refinitiv, Bloomberg 

 

Fig 5: Strong labour market supporting consumption 

 
 
Source: MNI - Market News, Westpac, CBA, Refinitiv, Bloomberg 

 

Westpac commented in its statement that consumers seem less “fearful” and that they could have been 

less concerned about the September 50bp rate hike, as “sentiment was higher amongst those surveyed 

after the Reserve Bank’s decision.” It is too soon to tell, but households’ psychology may have adjusted to the 

current tightening cycle, and they may be less worried about the terminal rate being very high. After all, the time to 



 

4 | P a g e  
Business Address – MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB 

 

buy a home and house price expectation components rose in September. Talk of a more dovish central bank in the 

last week may also help to support sentiment in the October survey. 

 

 

Previous notes: 

 

“Australia Data: Australians Kept Spending In August” 

https://marketnews.com/australians-kept-spending-in-august 

 

“Australia Data: Unemployment Expectations Positive Despite Depressed Consumer Sentiment” 

https://marketnews.com/unemployment-expectations-positive-despite-depressed-consumer-sentiment 

 

“Australia Data: Cost Pressures Elevated But Appear To Be Easing” 

https://marketnews.com/cost-pressures-elevated-but-appear-to-be-easing 

 

“Australia Data: Negotiations Suggesting Solid But Contained Wages Growth” 

https://marketnews.com/negotiations-suggesting-solid-but-contained-wages-growth 
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