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Business Confidence & Conditions 
Businesses Enjoy a ‘Happy New Year’ 
• Business confidence spiked 6 points to +6 in January, the first reading above zero since 

September. Confidence is now back around long-run average levels as the reopening of China 
and resilience in the US and Europe provided cause for optimism in January. Note the survey 
was conducted before the Reserve Bank’s (RBA) meeting last week.  

• Conditions rose 5 points to +18. Conditions have moderated from the peak of +24 recorded in 
September but remain elevated. Strong summer trading conditions underpinned the 
strength. The profitability and employment measures also improved and remain elevated.  

• Demand appears buoyant despite retail data suggesting that conditions are starting to let up. 
Capacity utilisation, which measures the extent to which businesses are exhausting their 
resources, rose to a near-record high of 85.7%. Forward orders also picked up. 

• Meanwhile, cost pressures reaccelerated after a marked slowdown over the second half of 
2022. Purchase costs (3.2%), labour costs (2.7%) and final produce prices (1.7%) all rose in 
quarterly terms but remain below their peak from the middle of 2022.  

• This suggests that supply remains the primary headwind for businesses. However, it is also an 
ominous sign for the inflation outlook and will reinforce the RBA’s renewed resolve. These 
conditions increase the risk of inflation becoming entrenched. 

• The strength in business conditions can only last as long as consumers can spend. And all 
indicators are pointing to a sharp decline in spending in 2023 as the delayed impact of rate 
rises and cost-of-living pressures mount. We expect business conditions will follow spending 
lower, albeit, with a lag. 
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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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