
From the Chief Economist
The National Accounts showed an economy in recovery, albeit an excruciatingly slow one. 

The best news was the consumer story, which has been reinforced by interest rate cuts. Two per cent growth 
in household consumption is the best result in two years and helped by the fortunate squeezing of Easter and 
ANZAC Day holidays together, end of year sales and new product launches. These collectively are a sign many 
households were willing to part with some hard-earned cash. Not so good was the strong flu-season, leading 
to increased spending on health care and social assistance services while also lifting government spending on 
Medicare and the Pharmaceutical Benefits Scheme. Households had to spend a bit more on utilities, 
especially in Western Australia and Queensland, as electricity rebates were reduced in the quarter.

More troubling in the June quarter was the business investment story, which has been lagging for some time. 
Private business investment rose just 1.0 per cent in the non-mining industries over the last year, while in the 
mining industry it fell 2.7 per cent.

As a share of GDP, business investment is just 12.3 per cent of GDP: lower than the March quarter result and 
not far above the pandemic low of 11.1 per cent or the 1990s recession low of 10.6 per cent of GDP. Similarly, 
company profits have been edging down as share of GDP for three years and business confidence measures 
remain soft.

Although there are some areas of strength, such as construction related to data centres, the outlook remains 
mediocre across most other sectors. These figures emphasise the need for fresh sources of inspiration for the 
business sector, against a challenging international economic backdrop.

We see the need for additional help from monetary policy but more importantly, progress on productivity 
enhancing reforms, including changes to the tax system, following the work of the Economic Reform 
Roundtable last month. 

These figures are a reminder that while Australia is on the right track, there is much more work to be done. 
Sub-2 per cent GDP growth rates, which have been the Australian reality now for seven successive quarters, 
can be boosted substantially if productivity can be improved.

Cherelle Murphy | EY Regional Chief Economist, Oceania 
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1. GDP per capita increased in annual terms for the first time in 
over two years

2. Higher real household disposable income has supported the 
recovery in household consumption
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3. The household saving ratio dropped in the June quarter as 
the rise in household spending exceeded disposable income

4. Growth in new dwellings and alterations and additions stalled 
in the June quarter following a recent pick up
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5. Growth in non-mining business investment was soft as 
corporates report mediocre business conditions

6. Productivity growth remained well below the 15-year average, 
(which is the Reserve Bank’s new, lower, forecast assumption)
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7. Unit labour costs growth declined to be at the lowest level since 
June 2022

8. Profits continued to decline as a share of the economy (from 
pandemic-induced highs in 2020) while wages increased
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9. The Federal government's share of the economy continued to 
grow from already elevated levels, while the state's share fell 

10. The terms of trade declined in the June quarter as 
commodity prices fell. Historically, both remain elevated
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EY can help

The future is uncertain, but the path there 
doesn’t need to be. 

EY Oceania Economics is an economic 
advisory practice specialising in applied 
quantitative analysis, combining the 
elements of Economics, Policy and Strategy 
to provide insights through modelling and 
data visualisation.

We have a deep knowledge of the Australian 
economy and the business environment, 
offering a unique perspective in a rapidly 
changing world.  

We deliver: 

▪ Economic scenario modelling and 
economic impact assessments

▪ Macroeconomic modelling and forecasting

▪ Tailored Economic Insights

▪ Bespoke economic models and tools

▪ Deep labour market modelling capabilities

▪ Economic Policy Development

▪ Climate change modelling

For updates and analysis, visit 
www.ey.com/en_au/economics
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EY is building a better working world by creating 
new value for clients, people, society and the 
planet, while building trust in capital markets.

Enabled by data, AI and advanced technology, 
EY teams help clients shape the future with 
confidence and develop answers for the most 
pressing issues of today and tomorrow. 

EY teams work across a full spectrum of 
services in assurance, consulting, tax, strategy 
and transactions. Fueled by sector insights, 
a globally connected, multi-disciplinary network 
and diverse ecosystem partners, EY teams can 
provide services in more than 150 countries 
and territories.

All in to shape the future with confidence. 
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the member firms of Ernst & Young Global Limited, each of which is a 
separate legal entity. Ernst & Young Global Limited, a UK company 
limited by guarantee, does not provide services to clients. 
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about our organization, please visit ey.com.
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