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Real individuals,
actual spending.

What we look for and why.

Using Australia’s largest aggregated and de-identified

transactional banking data set, CommBank iQ evaluates a range
of metrics that indicate changes in cost of living and the different

ways Australians are responding. Most economic data is based

on national averages — yet businesses serve real people who face

unique pressures and make individual choices.

Understanding the variation in circumstances across your
customer base can help inform strategic decision-making.
Whether that’s accommodating impacted customers, planning
for promotional activities or better accounting for deviations in
business performance. Amid ever-changing customer needs
and preferences, using robust and granular intel to support the
decisions you make now is more important than ever.

1All data in this report is sourced from CommBank iQ as at 30 September 2023, and represents
actual dollar spending unless otherwise stated.

2Category and Location dimensions listed per this report. More granular and/or bespoke spend
categorisation and location available for analysis.
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To produce the Cost of Living Insights Report,
CommBank iQ analyses transactions from

7 million Australians?

or approximately 30% of all spending, scaled to
represent the population.

Our data and analytics team evaluate spending per
capita for the following dimensions:

= -

Category Channel

Spend across 18 In-person and online
categories, both essential
and discretionary?

Ao Q

Demographic profile Location
Age groups, life stages, States and Territories and
and affluence regional and metro areas?
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Key insights dashboard

Year-on-year
spending growth
per capita is running

Consumers cut back

discretionary spend
but leave room for

Regional spending
growth outpaces
metro across the

25-29-year-olds
the hardest hit,
with even essential

behind inflation experiences country spending going
backwards
+8.6% .
Essential +8.2% Sii:gslzg
Spending Regional
Areas
. . +5.4% Spending on
Dgcretéc?nary Discretionary
pending Purchases
+3.5%
+2.9% Total
Spending
+1.6%
+1.2%
-8.1%
-0.2%
CPI Inflation in the 12 Entertainment
Months to September Spending
2023 Total National
Spending -3.7%
Travel and -5.1%
Accommodation Spendin
o Spending Zcrossg -6.2%
Note: All figures compare the period Metropolitan
from July to September 2023 to the ArSas
corresponding period in 2022, unless Spending
otherwise stated. All figures based on Essential
. Household
on spend per capita, rather than total Items
) Goods
consumption. R
Spending
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Consumers pull harder on discretionary
spending lever amid cost of living crunch

Equipped with Australia’s largest banking data set, the CommBank iQ team have
unique insight into the spending behaviours of Australians. This reveals the impact of
cost of living changes on individuals across the population with powerful precision.

Our latest Cost of Living Report primarily focuses on spending in the September
quarter of 2023 compared to the same quarter in 2022. It confirms that despite
interest rates remaining on hold over the quarter, many Australians are still feeling the
squeeze of rising living costs.

While total spending growth across the population edged up, it was outstripped by
inflation. It means any spending increases were absorbed by the higher cost of goods
and services, signalling a drop in consumption.

Many consumers are now pulling levers that will help them adjust spending habits
where they can. For example, younger Australians and those grappling with higher
housing costs in metropolitan New South Wales and Victoria saw lower or negative
spending growth.

We saw quarterly spending on essential goods and services rise, while discretionary
spending was a zero-sum game. While Australians spent less on household goods
and apparel, it was countered by rises in travel and entertainment, albeit at a slower
pace than earlier in 2023.

We know that persistent inflation, the prospect of more interest rate rises, and the lag
effect of previous hikes will weigh on future spending. As a result, consumers will be
navigating even more pressure.

For businesses, the impact will be closely watched. These insights and the work
that CommBank iQ does to track how individuals respond can inform your business
strategy and help you adjust in step with your customers.

Wade Tubman
Head of Innovation and Analytics at CommBank iQ
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Spending grows
modestly, marching to
inflation drumbeat

Australians continue to navigate cost of living
pressures brought on by significant economic and
geopolitical events in the past two years. They are
adapting their spending and savings patterns to
inflation-induced price increases, higher rent and
energy costs and elevated interest rates, among
other factors.

Even once the interest rate hiking cycle was
paused from June, consumers were cautious.
This is reflected by the narrowing gap between
essential and discretionary spending growth
compared to 2022, seen in Figure 1.

It's well established that consumers turned to
online during the pandemic, but that continued
growing.

Online is up 5% in the past year, while in-

person spend was unchanged. We know many
consumers are bargain-hunting in light of cost of
living pressures and using discounts, promotions,
and rewards?®. It's possible these are easier to find
online. Still, consumers might be just opting for
convenience in a behavioural shift that's here to
stay.

CommBank iQ | Cost of Living Insights Report - November 2023

Figure 1: Essential and discretionary spending (March 2019 to September 2023)
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Figure 2: Online and in-store spending (March 2019 to September 2023)
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https://www.commbank.com.au/content/dam/commbank-assets/business/industries/2023-09/consumer-insights-report-2023.pdf

Most categories
under pressure, but
experiences hold up

By category, where Australians are
spending has remained relatively
consistent over 2023, with a few notable
differences this quarter.

Figure 4 shows that consumers’ essential
purchases are now running at an average
of $1,473 per month. Elevated insurance
premiums and medical and pharmacy
expenses led the 3.5% total increase. We
also saw rising energy costs flow through
to people’s utility bills.

Discretionary spending was largely flat at
a monthly average of $1,447. Consumers

continue to question clothing and footwear

purchases. We're also likely seeing people
buying fewer household goods after
stocking up during COVID.

The bright spot continues to be
experiences. Travel and entertainment
spending were the only discretionary
categories to record above-inflation
growth. But even there, the strong growth
seen earlier this year has tapered, and
people are cutting back on eating out and
food delivery.
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Figure 3: Largest year-on-year spending increases and decreases by category
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Figure 4: Year-on-year changes in essential and discretionary spending by category
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Categories in focus

% Travel Figure 5: Year-on-year changes in spending on travel sub-categories

Australians have grown their
expenditure with cruises and
online trave bookings, with
Australians over 65 helping

Cruise Lines I 559

overall travel purchases run 55%
ahead of inflation. Meanwhile,
direct purchases with hotels and Online Travel Bookings N 34%
accommodation venues declined,
particularly among younger Commercial Airlines B 6%
Australians.

Travel Agencies 2%

Accommodation 0%

Vehicle Rental -6% -
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Categories in focus

A\ | Entertainment Figure 6: Year-on-year changes in spending on entertainment sub-categories
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Figure 7: Year-on-year changes in spending across locations
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+2.2%
+1.9%
&9+3.1%
QLD
+1.1%
+0.6%
£5+2.8%
NSW
ACT
+2.0%
TAS
+2.0%

Total State or Territory

Metro
@ Regional

Country overtakes city
as costs bite harder in
metro areas

Total spending among Australia’s states
and territories was up year-on-year but still
at a rate that's below inflation.

Residents of South Australia and Western
Australia recorded the strongest spending
growth, between two to three times higher
than the country’s two biggest states.

Consumers in metro Australia felt the
pinch more as they grappled with higher
housing costs than regional peers. As such,
spending growth across regional Australia
(+2.9%) outpaced metropolitan areas
(+1.2%).
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Figure 8: Year-on-year changes in essential and discretionary spending by location
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Figure 9: Year-on-year changes in essential and discretionary spending by age
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Figure 10: Top increases and decreases in category spending by age
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Spending drops for
younger Australians,
as real growth limited
to over-70s

The picture of spending across the Australian
population varies significantly with age.
Consumers under 40 are more impacted,
while older Australians are more comfortable.
Although, the only above-inflation growth
rate was seen for those over 70.

Of all age groups, it was 25-29-year-olds
that adjusted their spending the most. For
these Australians, often facing rental costs
for the first time after leaving home, spending
went down 5.1%. That's more than 10%
when considering in inflation.

This includes a 3.7% fall in spending on
essential items, the only age group where
growth declined, as seen in Figure 9.

But even amid a heavier 6.2% pullback in
discretionary purchases, they still found room
in the budget for entertainment experiences.

The spending growth patterns for older
Australians stood in contrast as shown in
Figure 11. Combining age groups over 65
shows a 6% uplift. Expenditure increased
across all categories except household goods,
as travel purchases, entertainment, and
eating out moved highest.
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Figure 11: Size and share of wallet by affluence Figure 12: Year-on-year changes in essential and discretionary spending by affluence
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4The way we measure affluence is to tier the total spend of individuals and their preference for budget through to premium brands on a sliding scale. Here, one is the lowest affluence proxy, and five is the highest.
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Figure 13: National Cost of Living Pressure Indicator
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Figure 14: How we calculate the National Cost of Living Pressure Indicator
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Individual Spending outcomes
circumstances

* Income and savings « Extent of reduction
* Renter or owner in total spending

* Age - Extent of reduction

+ Lifestage in discretionary
spending

« Affluence

p

Response levers

» Substituting more
premium brands
for less

* Reducing
discretionary
spending
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—/

Cost of Living
Pressure
Indicator

Measures the
response to
rising cost of
living pressures
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Cost of living pressure
settles at elevated
level

The CommBank iQ National Cost of

Living Pressure Indicator (The Indicator)
tracks the measurable response to each
Australian’s rising cost of living. It moves
beyond demographics to consider a
broader range of situational factors, as
seen in Figure 14. It evaluates the outcome
of changing spending behaviours, like
trading down by switching brands or
reducing discretionary spending.

After stepping up over the first half of
2021 amid a series of interest rate hikes,
The Indicator plateaued in the September
quarter as the Reserve Bank of Australia
(RBA) has kept rates on hold. A period of
relief and for mortgage holders and the
prospect that inflation was under control
helped keep The Indicator stable.

However, over the September quarter,
inflation grew more than expected,
prompting another rate rise in November.
As a result, we expect The Indicator to
continue its upward march as even more
cost of living pressure flows through to
people’s wallets.
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Bring CommBank iQ
intelligence to your decisions.

®_l Contact CommBank iQ to learn more about

L@ how your business can unlock value from
up-to-date customer behaviour analysis and
market movements.

Customer intelligence

Understand why customers buy from you,
where you fit in their broader lives, and predict
their future needs.

NI
Cf\o}) Market intelligence

Benchmark against curated competitor
cohorts and identify product, category, and
location-based growth opportunities.

o)

Geospatial intelligence

Interrogate current consumer insights on a
national, state or local catchment level by
mapping where customers live, work and
spend.

@@ Decision intelligence

Step-change your decision insight, accuracy
and efficiency through advanced analytics and
predictive data.
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Our Capabilities

&

360° customer view

Make smarter decisions with
comprehensive up-to-date
analysis of customer behaviour
and market movements.

v 7 million customers
v 365+ spend categories
v 200k+ brands

@

Deep, multi-sector intelligence

Access customised industry
solutions founded on 20+
years' experience unlocking
transformational value from
banking data.

v Industry experts

v Leading analytical
capability

v Focused on delivering ROI

=

Real behaviour

Leverage the dataset of
Australia’s largest bank,
weighted to reflect the actual
behaviour of the Australian
population.

v Real data, not surveyed
v 2021 Census weighted

v Reviewed, cross-referenced
and triangulated

Powerful products

Accelerate your decision-
making based on automated
insights with products and
tools designed to solve your
challenges.

v Self-serve insights

v Enable direct data
ingestion

v Access to the latest
insights
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Things you should know

This Report (Report) is provided by CommBank iQ, a joint venture between Commonwealth Bank of Australia ABN 48 123 123 124 (Commonwealth Bank) and the Quantium Group Pty Ltd and is based on information
available at the time of publishing.

CommBank iQ has taken reasonable steps to ensure that the information in this Report is correct and any opinions, conclusions or recommendations are reasonably held or made as at the time of its compilation but no
warranty is made as to accuracy, reliability or completeness.

CommBank iQ believes that the information in the report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of its compilation, but
no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement made in the report. Any projections and forecasts are based on a number of
assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and estimates could result in materially different results. All analysis and views of future market conditions are solely
those of the Commonwealth Bank.

To the extent permitted by law, neither Commonwealth Bank and its subsidiaries (Commonwealth Bank Group) nor Quantium Group Pty Limited and its affiliates (Quantium) accept liability to you or any person for loss or
damage arising from the use of this Report. The contents of this Report should not be relied upon by you or any third party in making business or other decisions. This Report is not a substitute for professional advice. Any
opinions, conclusions or recommendations in this Report are subject to change without notice and CommBank iQ is under no obligation to, and does not, update or keep current the information contained in this Report.

The Report has been prepared for informational purposes only and does not take into account the objectives, financial situation or needs of any particular person. For this reason, any person should, before acting on the
information in this Report, consider the appropriateness of the information, having regard to their objectives, financial situation and needs and, if necessary, seek appropriate professional advice. This Report is not directed
to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation or which would subject the Commonwealth Bank Group to any registration or licensing requirement within such jurisdiction.

This Report may contain proprietary data of Commonwealth Bank that is sourced from Commonwealth Bank's internal systems and may include, but is not limited to, credit card transaction data, merchant facility
transaction data and applications for credit. Whilst Commonwealth Bank takes reasonable steps to ensure that its proprietary data is accurate as at the time of compilation of this report, Commonwealth Bank makes no
representation or warranty as to the completeness of the data, as it may not reflect all trends in the market. Any reliance on this information is at your own risk. Any Commonwealth Bank customer data used or represented
in this Report is anonymous and aggregated before analysis and is used and disclosed in accordance with the Commonwealth Bank Group'’s Privacy Policy Statement. By receiving a copy of this Report you acknowledge and
agree that you will not use, manipulate or interpret the information to identify any individual or entity. All material presented in this Report, unless specifically indicated otherwise, is under copyright to the Commonwealth
Bank Group.
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