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Westpac-ACCI & the Australian economy
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This report – the 200th issue of the Westpac–ACCI 
Survey – marks a true milestone in the history of 
business surveys in Australia. The survey was launched 
in December 1961. Since that time the survey has 
accurately captured the quarterly ebb and flow of 
Australian business activity with timely information 
months in advance of the official national accounts. 

The Westpac–ACCI is unique in the Australian business 
survey fraternity in that it covers all the relevant eras 
that have made the Australian economy what it is – the 
1960s golden era, the trauma of the high inflation1970s, 
the angst and elation of the reform era of the 1980s, the 
pain (and lessons) of the nasty early 1990s downturn, 
the great Asian Crisis escape act, the tech wreck, mining 
boom mark 1, the GFC and then the patchwork economy 
that we find ourselves in today. 

The survey offers a view of the Australian business 
cycle pre and post float; tax and tariff reform; financial 

The Westpac–ACCI Survey of Industrial 
Trends turns 50
200th qtrly survey shows industry in retreat

and labour market deregulation; inflation targeting 
and privatisation. At best, other business surveys have 
captured conditions from the late 1980s on. Perhaps the 
true strength of the Westpac–ACCI survey is that its time 
series represents an anatomy of economic downturns 
from the perspective of corporate Australia that is 
unavailable anywhere else. As Australia's remarkable 
economic expansion stretches towards two decades, 
memory of recessions, and their dynamics, unavoidably 
fade. The Westpac–ACCI provides an invaluable historical 
reference point for how business dealt with those 
tumultuous times, while also providing a framework for 
cross-cyclical comparisons. 

Despite its venerable age, the Westpac–ACCI Survey 
remains an important element of the economic data 
landscape, ready as ever to sniff out turning points in the 
Australian economy.

Details of the 200th quarterly survey are overleaf.
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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 
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Manufacturing & the business cycle
Westpac-ACCI composite index & private demand

15

25

35

45

55

65

75

-6

-4

-2

0

2

4

6

8

10

Sep-83 Sep-87 Sep-91 Sep-95 Sep-99 Sep-03 Sep-07 Sep-11

index% ann

private final demand (lhs) actual composite (rhs)

Sources: ACCI, Westpac

22 September 2011

• The Westpac–ACCI Actual Composite Index fell 
1.2 points from 48.9 in June to 47.7 in September. 
Responses were collected between August 2 and 
September 9. The Index remains firmly in the 
contractionary zone in the second consecutive 
quarter. 

• The Expected Composite fell from 53.1 in June to 
49.8 in September. Over the last six months the 
Expected Composite has fallen by a stunning 15.3 
points. 

• The outlook for general business conditions fell to 
a net balance of –30 from –9 in June and +25 in 
March. That six month deterioration is sharper than 
in 2008/09 when the net balance bottomed out at 
–60.  

• Labour demand softened further with the Labour 
Market Composite falling from –0.2 to –1.9. More 
disturbingly the availability of labour increased 
appreciably. The availability indicator fell from +14 
to –8. In December 2008 the net balance shifted 
by 35 points. This print stands as the sharpest 
turnaround in labour availability since that period. 

• Consistent with this evidence of a freeing up of 
labour, firms have become much more confident 
about their ability to contain wages. Price and cost 
pressures also fell sharply. 

• Expectations around exports slumped significantly. 
The net balance for export expectations fell from 2 
in June to –9. That is the lowest net balance since 
the time of the Asian Crisis.

• Firms' profit expectations slumped further. After 
tumbling from a net balance of 22 in March to 0 in 
June expectations fell further to –4 – the weakest 
read since 2009.

• This is a survey which is sending a very clear 
message. It is time for the authorities to ease 
financial conditions. Inflation pressures are weak; 
labour markets are soft; and investment and export 
plans have softened. Westpac predicted that the 
Reserve Bank would cut rates in December back 
in mid July. The case for lower rates is now strong. 
This survey enforces that case.

Westpac-ACCI composite indexes
Actual & expected, sa
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Activity & capital investment
Westpac-ACCI composite & plant & equipment investm
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Capacity utilisation
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Investment intentions
Next twelve months
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Jobs growth has weakened
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The September quarter Westpac-ACCI Survey of Industrial Trends 
reveals conditions remained weak after the swift deterioration 
observed in the prior quarter. The Westpac–ACCI Actual 
Composite Index fell 1.2 points in September to 47.7 from 48.9 
in June. That change indicates that manufacturing experienced a 
second consecutive quarter of contracting activity. The Index is 
now near its September low of 2010 when political uncertainty 
and global growth concerns disturbed firms. 

The Expected Composite Index fell by 3.3 points from 53.3 in 
June to 49.8 in September, consistent with a stalling or modest 
contraction. On balance, there has been a marked deterioration in 
general business expectations over the last six months. Over that 
time period the Expected composite has declined by a stunning 
15.3 points.

The Westpac–ACCI Actual Composite has a solid track record of 
predicting near term final demand growth, including identifying 
turning points in the cycle. The components of the Composite 
Index are output, new orders, backlog of work, employment and 
overtime, with weights equivalent to the US ISM (nee NAPM) 
manufacturing survey. The slump in the Actual Composite Index 
is signalling a more subdued outlook for growth in domestic 
demand. Westpac is currently forecasting a deceleration in final 
demand growth from 3.8% in 2010 to 3.4% in 2011 and 2.5% in 
2012. 

The international influences on the survey include the tail end 
of supply chain disruptions emanating from Japan, the general 
deceleration in both developed and emerging world growth 
observed in recent times, and the on-going weight on business 
sentiment from the bad news coming from Europe and the 
United States. While the Q1 survey benefited from a global sweet 
spot for manufacturing, the worm turned in Q2. In Q3, matters 
are even worse. The currency was above the parity line for the 

entirety of the quarter, clearly unnerving some exporters.

One of the great strengths of this survey is its close link to real 
world labour market outcomes. We assimilate all the labour 
market questions in the survey into a Labour Market Composite. 
This indicator has historically given a reliable guide for economy 
wide job growth with a 2 quarter lead. The slowdown in the 
indicator in the second half of 2010 correctly predicted a 
slowdown in jobs growth in the first half of 2011. The Labour 
Market Composite has fallen to –1.9, a level consistent with trend 
employment growth in the second half of 2011 of around 1¾%, 
which to us looks a little high, but still represents a major slowing 
from earlier in the year. 

Three of the four components of the Labour Demand Indicator 
were down significantly from the levels seen in March, with the 
exception being overtime (expected held steady at +4). Expected 
employment fell sharply from –3 to –12.

The proportion of respondents reporting labour as "harder to get" 
shifted abruptly (4% vs 16%) and those reporting labour "as easier 
to get" rose sharply (2% vs 12%), resulting in a net balance of 
–8% from 14% previously. This measure of pressures in the labour 
market has often been a key leading indicator for monetary 
policy. It is significant that this measure is now consistent with 
the sharp weakening in the Labour Demand Indicator: they were 
at odds last quarter. So not only are firms' reconsidering their 
hiring strategies, they are implying that labour is now relatively 
abundant, where they felt it was scarce, on balance, just three 
months ago. This assessment is backed by a separate Westpac 
survey on unemployment expectations, which argues that 
households also perceive an adverse shift in the labour market. 
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Manufacturing wage growth pressures

Availability of labour & finance
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Average selling prices
Actual & expected
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Export deliveries
Actual & expected
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Against that backdrop it is no surprise that wage pressures in 
manufacturing appear to have eased. Further, a corresponding 
decrease in the concerns of manufacturers about rising input 
costs, which would no doubt partially reflect their anticipated 
wage bill in addition to the potential favourable shift in raw 
material prices, indicates that this survey is consistent with a 
reduction of inflationary pressure in the Australian economy.

Still on labour, and the actual and expected overtime worked net 
indicators were quite steady in the September quarter, somewhat 
out of synch with the messages elsewhere. The proportion of 
respondents reporting an increase in overtime worked eased 
from 26% to 18%. Those recording declines was lower (16% vs 
25%), resulting in a net outcome of 2% (vs 1%). A much higher 
proportion of respondents (66% vs 49%) reported no change. On 
balance, an unchanged, modestly positive net outcome (4%) is 
predicted for the next three months. 

How should we interpret this? One of the curiosities in the recent 
ABS labour force data has been the apparent weakness of full 
time job growth coupled with an increase in aggregate hours. 
It may be that the desire for productivity gains in corporate 
Australia is manifesting itself in both reduced hiring and an 
imperative to squeeze the existing workforce harder. That would 
explain a temporary disconnect between the overall labour 
market and overtime hours. 

On investment, the headline composite index has a robust 
historical relationship with capital spending on plant and 
equipment. However, the link has not been as strong so far 
this cycle. Indeed, the survey has been implying capex well in 
excess of recorded outcomes. The net balance of manufacturers 
reporting plans to increase their spending on plant and equipment 
was –10% (vs 0% in June), a steep downgrade. Spending plans 
for buildings also softened markedly (–16% from –11%). Capacity 
utilisation levels rose again but remain well below normal. Profit 
expectations fell from 0% in June to –4% in September. As unit 
costs appear to be under control, it would seem to be concerns 
about top line revenue that is driving this downgrade.

On prices, selling prices fell from a net balance of 0% to –10% in 
the quarter. In contrast to their usual optimism on future selling 
prices, firms anticipate a –9% outcome in December. Expected 
unit costs are expected to be weaker also at –1%, from a 
September actual of 10%.

This is a survey which is sending a very clear message. It is time 
for the authorities to ease financial conditions. Inflation pressures 
are weak; labour markets are soft; and investment and export 
plans have softened. 

Westpac predicted that the Reserve Bank would cut rates in 
December back in mid July. The case for lower rates is now 
strong. This survey enforces that case.

Bill Evans, Chief Economist


