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Finance and Wealth 

Household Finances Remain Resilient, For Now. 
• Households spent around $4bn less than the income they generated over the March quarter 

2023, lending the surplus to other sectors in the economy. This was in line with the outcome 
recorded in the December quarter, but well below the average $31bn quarterly increase in net 
lending since December 2019. 

• Elevated cost of living pressures and higher interest rates have seen household dip into savings. 
Gross savings are sitting at around the level recorded in the December quarter 2019.  

• Going forward, higher cost of living pressures and higher interest rates are likely to continue to 
weigh on household income and savings. However, finances remain resilient to date.  

• Importantly, household wealth strengthened for a second consecutive quarter, increasing by 
2.1% in the March quarter – this was the strongest quarterly rise since the December quarter 
2021. This outcome was driven by a 1.4% increase in the value of dwellings, which follows a flat 
outcome in December.  

• Notwithstanding the most aggressive hiking cycle since the start of the inflation targeting era, 
household wealth is only 0.8% lower than the peak recorded a year ago. The imbalance in the 
housing market, along with strong population growth, is seeing the value of dwellings increase, 
even though interest rates are still on the rise. Indeed, from the peak in March 2022, the value 
of household dwellings has fallen by only 2.2%. 

• The increase in household wealth means that the wealth channel of monetary policy may have 
become more muted, when compared with previous cycles. This is consistent with our view that 
the RBA will need to hike to at least 4.6% to ensure inflation falls back to target.  
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Households   

Households spent around $4bn less than the income they generated over the March quarter 2023, 
increasing lending to other sectors. This was in line with the outcome recorded in the December 
quarter, but well below the average $31bn quarterly increase in net lending since December 2019. 
It was also the lowest level since the September quarter 2018.  

Elevated cost of living pressures and higher interest rates have seen households dip into savings. 
Gross savings are sitting at around the level recorded in the December quarter 2019. This fall in 
savings was partly offset by a fall in gross investment over the quarter. 

Is the monetary policy transmission mechanism changing?  

Muted Wealth Channel  

Household wealth strengthened for a second consecutive quarter, increasing by 2.1% in the March 
quarter – this was the strongest quarterly rise since the December quarter 2021. Household 
wealth remains around $120 billion (or 0.8%) lower than the peak recorded in the March quarter 
2022.  

The stabilisation in house prices has led to a 1.4% increase in the value of dwellings over the 
March quarter. An increase in the value of dwellings means that the wealth channel of monetary 
policy may have become more muted, when compared with previous cycles.  

    

The corporate sector  

Private non-financial corporations also generated more revenue than they spent over the March 
quarter. This shows that the nominal economy remained resilient notwithstanding the slowdown 
we saw in output growth. 

During the pandemic, the incomes, and gross savings of private corporations was supported by 
government programs. There was also a moderation in investment. During this time, the sector 
became a net lender for the first time since 1993, which continued over the March quarter.  

In normal times, corporations borrow to invest in machinery and equipment, property, and human 
capital to produce a value add. The fact that corporates continue to generate a surplus and lend to 
other sectors, while also investing more, shows the underlying strength that remains in the 
nominal economy.  
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General government  

The Commonwealth and the commodity rich states are likely to record surpluses in the 2022-23 
fiscal year. This will mean the general government sector is starting to shift from being a net 
borrower to a net lender.   

    

 

 

Pat Bustamante, Senior Economist 

Ph: +61 468 571 786 
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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 BankSA has a contract to supply 
Information, the supply of the Information is made under that contract and BankSA’s agreed terms of supply apply. BankSA does not represent or 
guarantee that the Information is accurate or free from errors or omissions and BankSA 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 BankSA products and details are available. BankSA 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. BankSA owns copyright in the information unless otherwise 
indicated. The Information should not be reproduced, distributed, linked or transmitted without the written consent of BankSA. 

 
  
Any unauthorized use or dissemination is prohibited. Neither BankSA- A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 
233714 ACL 233714, nor any of Westpac's subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 

 

Contact Listing  

  

Chief Economist Senior Economist 
Besa Deda Jarek Kowcza 
dedab@banksa.com.au jarek.kowcza@banksa.com.au 
(02) 8254 3251 0481 476 436 
  

Senior Economist Economist 
Pat Bustamante Jameson Coombs 
pat.bustamante@banksa.com.au jameson.coombs@banksa.com.au 
0468 571 786 0401 102 789 


