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Business Confidence & Conditions 
Conditions Fall, Cost Pressures Sticky    
• Business conditions fell 4 points to +9 index points in November, to be below its ten-year 

average for the first time on over two years. Business confidence fell 6 points to -9 index 
points, with large falls recorded in consumer facing industries like retail.   

• The trading (down 6 points to +13) and profitability (down 5 points to +6) measures softened 
further and are now below their 10-year averages. The employment sub index was 
unchanged at +8.  

• While conditions softened, growth in costs and prices accelerated. Labour costs grew by 2.2% 
over the three months to November, up from 2.0% last month. Input costs also picked up to 
2.5% in quarterly terms, up from 1.9% a month ago. Higher costs flowed into higher prices, 
with output prices up 1.2% over the quarter, up from 1.0% last month. 

• Last week’s National Accounts showed that demand is slowing quickly, and forward 
indicators released today suggest this will continue - forwards orders declined 3 points to -4 
index points, while capacity utilisation also edged lower.    

• Despite the tick up in cost and price pressures, inflationary pressures are clearly trending 
down. The question for the Reserve Bank (RBA) is whether this is happening quickly enough. 
The longer inflation remains elevated, the greater the risk expectations become unanchored.  

• Demand is slowing while the supply side of the economy is normalising. The National 
Accounts showed that productivity growth is stabilising as the capital stock begins to catch up 
to the growth in labour – this will help reduce costs. While the RBA should be alert, at this 
point it should not be alarmed, underlying forces are weighing on demand while boosting 
supply, which will help ensure inflationary pressures continue to ease. 
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Chief Economist Senior Economist   
Besa Deda Jarek Kowcza   
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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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