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Business Confidence & Conditions 
Slower Economy Providing Inflation Relief 
• Business conditions slipped 2 points in December to +7, holding slightly below the 10-year 

average. Trading conditions continued to ease, while employment conditions also cooled. 
The survey measure of profitability was unchanged. Meanwhile, business confidence jumped 
8 index points to end the year at -1, a solid jump likely driven by some end of year optimism. 

• The monthly dynamic was a familiar one, a sustained but gradual slide in conditions as the 
economy softens, coupled with volatile, but on balance, marginally pessimistic confidence. 
Given the array of risks and uncertainties that lie ahead in 2024, this provides little surprise. 

• The survey leading indicators point to a further slowdown ahead but suggest that this will 
remain gradual. Forward orders improved by 1 index point but remain weak at -3. Capacity 
utilisation, an important indicator of how businesses are keeping up with demand, eased for 
a fourth consecutive month in December, but remains historically elevated at 82.7. 

• Survey measures of costs slowed across the board in December. Labour costs fell from a 
quarterly rate of 2.3% to 1.8% – the lowest since November 2021. Purchase costs slowed 
from 2.5% to 1.6% – the slowest since February 2021. The improvement in costs growth looks 
to have been largely passed on to customers, final product prices rose at 0.9% – the slowest 
quarterly pace since February 2021. 

• The recent survey outcomes suggest that the more distinct slowing in the economy observed 
in the September quarter continued in the December quarter.  Importantly, this also 
coincided with a sharper slowing in input costs – a sign that a slowing economy is helping to 
fight inflation. The RBA would take comfort in this given their focus on domestic inflation. 
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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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