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Consumer Sentiment 
Weakest Year Since the 90s Recession 
• The Westpac-Melbourne Institute consumer confidence index rose 2.7% in December to a 

still very weak 82.1, continuing to oscillate around deeply negative levels. Sentiment has 
averaged 80.9 over the 2023 calendar year, the weakest result since the 1990s recession. 

• It’s not hard to see why. Households are getting hit from all sides; high inflation, a rising tax 
take and higher interest rates are all squeezing household incomes. Last week’s National 
Accounts revealed the full extent of this squeeze. Real household disposable income suffered 
the largest annual fall since the 1980s, dropping a whopping 4.3%. 

• Sentiment data is more contemporaneous than the National Accounts which were updated 
for the September quarter. The sentiment measure tracking expectations for household 
finances over the next 12 months ticked up in December, potentially pointing to some near-
term reprieve as inflation slows and interest rates remain on hold. 

• Consumers are still vigilant to the risk of further rate hikes. Amongst those surveyed after the 
RBA’s December pause, 60% still expect mortgage interest rates to move higher over 2024. 
That is down on the 73% who expected further hikes last month but still well above 
expectations back in September when the cash rate appeared more comfortably on hold. 

• Consumers are unlikely to be as gloomy in 2024. Inflation will continue to subside, taking 
substantial pressure off real incomes. Optimism is also likely to build in anticipation of the 
Stage 3 tax cuts and as expectations for rate cuts build. However, this improvement is likely 
to come later in the year meaning 2024 will likely be a tale of two halves. 
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Contact Listing    

    
Chief Economist Senior Economist   
Besa Deda Jarek Kowcza   
dedab@bankofmelbourne.com.au Jarek.kowcza@bankofmelbourne.com.au   
(02) 8254 3251 0481 476 436   
    
Senior Economist Economist   
Pat Bustamante Jameson Coombs   
pat.bustamante@bankofmelbourne.com.au jameson.coombs@bankofmelbourne.com.au   
0468 571 786 0401 102 789   

 
 
 
 
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. 

 
 
Any unauthorised use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 
141 AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 

 


