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Business Confidence & Conditions 
Conditions Solid As Price Pressures Ease 
• Business conditions remained elevated in March (+16 index points), despite slipping for a 

second consecutive month (-2 index points). Conditions remain well-above the 10-year 
average of 8.7. This suggests that momentum in the economy, while slowing, remains robust. 

• Confidence rose 3 index points, to -1. This reflected a partial rebound from the large February 
drop. The survey was undertaken between 21 and 31 March, prior to the Reserve Bank (RBA) 
pausing rate hikes in April. However, talk of a pause was widespread ahead of the meeting, 
which may have buoyed confidence, in addition to continued robust conditions. 

• Trading conditions improved, while profitability and employment conditions slipped. Forward 
orders, a leading indicator, rose and remained above average. Capacity utilisation held well-
above average, suggesting that businesses are continuing to see robust demand. 

• Quarterly cost growth declined materially. Labour costs slowed to 1.9% in March, from the 
2.5% and 2.6% pace in the prior two months. Purchase costs also dropped sharply, to 1.8%, 
from 3.0% – suggesting that supply-side pressures have eased markedly. 

• Reductions in upstream pressures flowed through to final prices. Final product prices growth 
slipped to 1.2% (from 1.6%), and the retail component slowed to 1.6% (from 2.0%). 

• This is further evidence that inflation peaked in the December quarter, ahead of the March 
quarter CPI release on 26 April. The question going forward will be how quickly inflationary 
pressures decline as the RBA seeks to return inflation to the 2-3% target band. 

   
 

Jarek Kowcza, Senior Economist 
Ph: +61 481 476 436 

Tuesday, 11 April 2023 
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The Detail 
 
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may 
not comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment 
objectives or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should 
be made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract 
to supply Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of 
Melbourne does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims 
any duty of care in relation to the Information and liability for any reliance on investment decisions made using the Information. The Information 
is subject to change. Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its 
officers, agents or employees (including persons involved in preparation of the Information) may have financial interests in the markets 
discussed in the Information. Bank of Melbourne owns copyright in the information unless otherwise indicated. The Information should not be 
reproduced, distributed, linked or transmitted without the written consent of Bank of Melbourne. 
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