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This report is an abridged version of “CBA Household Indicators – Q4 2018”, 
written by Commonwealth Bank Chief Economist Michael Blythe, and 
published on 31 January 2019.  

• The decline in household wealth, 
courtesy of falling dwelling prices, 
accelerated during Q4. However, 
there is only weak evidence of a 
negative ‘wealth effect’ at best.

• The generally subdued picture of 
household activity provided by our 
Q3 report continued in Q4.

• CommBank’s Household Satisfaction 
Index remains above 0.5 meaning 
Australian households remain in the 
‘glass half-full’ camp.

Australian  
Households
Household wealth, income, spending 
and satisfaction at the end of 2018: 
What is CommBank data telling us?



The wealth effect - 
under the microscope
The ‘wealth effect’ is the idea that changes in wealth should 
be positively correlated with changes in consumer spending. 

CommBank’s household data shows that rises 
in wealth tend to be associated with rises in 
consumer spending (Graph 1). But the 
relationship is weak at best. On average, 
Australian households spend about two cents 
of every extra dollar of housing wealth, 
CommBank data shows.

Graph 1: Wealth & Spending 
(rolling annual changes)

R2 = 0.26

-16

-8

0

8

16

0.05 0.10 0.15 0.20

Change in
housing
wealth
($’000)

Change in spending ($'000)

Source: CommBank

Likewise, in principle there is a risk that a 
negative wealth effect from falling housing 
prices will weigh on consumer spending and 
the broader economy. Again, a deeper dive 
through CommBank’s household data set 
shows little impact. For example, CommBank’s 
spending data shows an increasing share 
going to categories like recreation and 
transport while house prices were rising.  
But those spending categories have  
continued to lift their share during the  
period of falling house prices. 

Other factors argue against a negative wealth 
effect from the current correction in dwelling 
prices:

• Lending for items like new cars lifted in the 
initial phases of the house price boom in 
2012/13. The lack of a positive wealth effect 
during the boom makes it hard to argue in 
favour of a negative wealth effect in the bust.

• Consumer-related lending is falling. But that 
started in H2 2018 when gloom increased 
about economic prospects, and well after 
house prices began falling. The Reserve 
Bank of Australia’s measure of other 
personal credit shows that credit 
outstanding has been falling since at least 
2015 when dwelling prices were growing 
strongly (Graph 2).

Graph 2: Other Personal Credit 
(% change)
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CommBank’s spending 
data shows an 
increasing share going 
to categories like 
recreation and 
transport while house 
prices were rising. But 
those spending 
categories have 
continued to lift their 
share during the period 
of falling house prices. 

• Other data shows consumer spending 
growth has been strongest in New South 
Wales and Victoria, despite dwelling 
price falls being concentrated in Sydney 
and Melbourne. 

• The wealth channel may also operate 
indirectly in that as households feel 
wealthier, they may become more 
comfortable operating with a lower 
savings rate. CommBank data shows that 
a rising wealth:income ratio was 
associated with a slower rate of growth in 
our household savings proxy. Lower 
house prices mean the wealth:income 
ratio is now falling. So, one of the 
downside risks to the consumer story may 
come from households wanting to lift 
savings to compensate for lower wealth. 
To date, there is no evidence of this.

• There is also a distributional aspect to 
consider. CommBank data shows that 
the households more exposed to falling 
house prices are those with higher 
incomes and a lower average propensity 
to consume. These attributes should 
help moderate the risk from a negative 
wealth effect on consumer spending. 
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Income growth 
remains subdued
Despite signs of a turn in wage growth, 
household income growth remains subdued. 
But it isn’t all bad news for the Australian 
consumer. A tightening labour market is 
putting modest upward pressure on wages 
growth and tax cuts are coming. The size of 
those cuts is likely to be ramped up in the lead 
up to the Federal election in May.
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Household spending –  
fell short over the  
Christmas period
Growth in spending, if anything, appears to have 
eased back a notch. Graph 3 shows the run up in 
sales activity from the start of November lagged 
behind the previous year and behind the average 
experience over the past decade or so. 

The cumulative dollar value of the Christmas spend 
from start November to late January, the best 
approximation of the underlying trend, shows 
spending was down by 2.9% on the period a year 
earlier. A year-on-year fall is rare.

Graph 3: CommBank Credit Card Turnover 
(start Nov=100)

Source: CommBank
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However, there is evidence that the four-day Black 
Friday to Cyber Monday period is now a significant 
event that has probably shunted some December 
spending into November.

CommBank credit card  
data over the period shows:

The value of online sales of  
electronic equipment were

205%
above the typical November daily spend

Clothing and footwear sales were up

127%

Furniture sales were up 

77%
Australian Households | 5



The CommBank Household  
Satisfaction Index
The index draws not only on financial metrics  
such as the cost of living and employment,  
but on other factors that matter to households’ 
quality of life. These include health, education  
and the environment. 

The index remained above 0.5 meaning  
Australian households remained in the  
“glass half full” camp at the end of 2018. 

But sentiment has deteriorated since  
mid-2018 due to falls in components pertaining  
to community (relates to social connection), 
environment, health and incomes. 

With an election in the offing, there are  
some clear messages for politicians framing 
election promises.
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The CommBank Household  
Satisfaction Index

Sources & 
methodology
Our analysis of household activity is drawn from a sample  
of more than 2.5 million households who are CommBank 
customers. 

This sample provides information on 
household structure, incomes and assets and 
liabilities. The spending activities of this group 
is tracked through credit card, EFTPOS, direct 
debit and BPAY transactions. Additional 
information is derived from other sources such 
as CoreLogic.

The hard economic data is leavened by 
information from a survey on consumer 
perceptions and sentiment. 

Note that the data reflects the structure of 
CommBank’s customer base and may differ 
from that of the population as a whole.

The CBA Household Satisfaction Index reflects 
measures of what Australian households view 
as important in determining their overall level 
of satisfaction. Proxies for these components 
are derived from CBA’s sample of household 
customers. The proxy measures are 
normalised in a way that gives a range of 0-1.  
A reading of “zero” indicates complete 
dissatisfaction. A reading of “one” means 
completely satisfied. 

Where ‘CommBank data’ is cited, this refers to 
the Bank’s proprietary data that is sourced 
from the Bank’s internal systems and may 
include, but not be limited to, credit card 
transaction data, merchant facility transaction 
data and applications for credit. The Bank 
takes reasonable steps to ensure that its 
proprietary data used is accurate and any 
opinions, conclusions or recommendations are 
reasonably held or made as at the time of 
compilation of this report. As the statistics 
take into account only the Bank’s data, no 
representation or warranty is made as to the 
completeness of the data and it may not 
reflect all trends in the market. All customer 
data used, or represented, in this report is 
anonymised and aggregated before analysis 
and is used, and disclosed, in accordance with 
the Group’s Privacy Policy Statement.
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Important Information 
and Disclaimer
This report provides general market-related 
information, and is not intended to be an 
investment research report. This report has 
been prepared without taking into account 
your objectives, financial situation (including 
the capacity to bear loss), knowledge, 
experience or needs. It is not to be construed 
as a solicitation or an offer to buy or sell any 
securities or financial instruments, or as a 
recommendation and/or investment advice. 
Before acting on the information in this report, 
you should consider the appropriateness and 
suitability of the information to your own 
objectives, financial situation and needs, and, 
if necessary seek appropriate professional or 
financial advice, including tax and legal advice.

Commonwealth Bank of Australia (the “Bank”) 
believes that the information in this 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 this report. Any opinions, conclusions 
or recommendations set forth in this report 
are subject to change without notice and may 
differ or be contrary to the opinions, 
conclusions or recommendations expressed 
elsewhere by the Bank or any member of the 
Commonwealth Bank of Australia group of 
companies. Any valuations, projections and 
forecasts contained 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. The Bank does not 
represent or warrant that any of these 
valuations, projections or forecasts, or any of 
the underlying assumptions or estimates, will 
be met. Past performance is not a reliable 
indicator of future performance.

Where ‘CommBank data’ is cited, this refers to 
the Bank proprietary data that is sourced from 
the Bank’s internal systems and may include, 
but not be limited to, credit card transaction 
data, merchant facility transaction data and 
applications for credit. The Bank takes 
reasonable steps to ensure that its proprietary 
data used is accurate and any opinions, 
conclusions or recommendations are 
reasonably held or made as at the time of 
compilation of this report. As the statistics 
take into account only the Bank’s data, no 
representation or warranty is made as to the 
completeness of the data and it may not 
reflect all trends in the market. All customer 
data used, or represented, in this report is 
anonymised and aggregated before analysis 
and is used, and disclosed, in accordance with 
the Group’s Privacy Policy Statement.

The CommBank Spotlight Series does not 
contain any recommendations but provides 
commentary on Australian macroeconomic 
themes. As the CommBank Spotlight reports 
are based on CommBank Data, the IB&M 
Portfolio & Client Analytics (PCA) team 
provide raw data that may directly or indirectly 
relate to the themes that have been selected 
for coverage by the Chief Economist. The PCA 
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team are subject to the same personal conflict 
requirements and trading restrictions as 
research, and individuals are wall-crossed per 
report. CommBank Spotlight reports may be 
viewed in advance of publication by 
CommBank Marketing and Communications 
in order to produce infographics. Reports are 
only provided to Marketing and 
Communications team members under strict 
wallcrossing and during this period their 
individual trading is monitored.

We are under no obligation to, and do not, 
update or keep current the information 
contained in this report. Neither the Bank nor 
any of its affiliates or subsidiaries accepts 
liability for any loss or damage arising out of 
the use of all or any part of this report. All 
material presented in this report, unless 
specifically indicated otherwise, is under 
copyright of the Bank. None of the material, 
nor its content, nor any copy of it, may be 
altered in any way, transmitted to, copied or 
distributed to any other party, without the 
prior written permission of the Bank.

In the case of certain products, the Bank or 
one of its related bodies corporate is or may 
be the only market maker. Financial markets 
products have an element of risk. The level of 
risk varies depending on a product’s specific 
attributes and how it is used. The Bank will 
enter into transactions on the understanding 
that the customer has: made his/her own 
independent decision to enter into the 
transaction; determined that the transaction 
is appropriate; ensured he/she has the 

knowledge to evaluate and capacity to accept 
the terms, conditions and risks; and is not 
relying on any communication (including this 
report) from the Bank as 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 that would subject any entity 
within the Commonwealth Bank group of 
companies to any registration or licensing 
requirement within such jurisdiction.

Unless agreed separately, we do not charge 
any fees for any information provided in this 
report. You may be charged fees in relation to 
the financial products or other services the 
Bank provides, these are set out in the 
relevant Financial Services Guide (“FSG”), 
relevant “PDS”, relevant Terms & Conditions, 
and/or relevant contract. If you have a 
complaint, the Bank’s dispute resolution 
process can be accessed on 13 22 21 when in 
Australia, and +61 2 9841 7000 from overseas. 
Commonwealth Bank of Australia ABN 48 123 
123 124 AFSL 234945 and its subsidiaries, 
including Commonwealth Securities Limited 
ABN 60 067 254 399 AFSL 238814 
(CommSec), Commonwealth Australia 
Securities LLC and CBA Europe Ltd., are 
domestic or foreign entities. Global Markets 
Research is a business division of the 
Commonwealth Bank group of companies.
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