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Consumer anxiety falls again (and to its lowest level since Q4 2014), amid more signs of

improvement in the labour market and non-mining segments of the economy.

But, lower anxiety has yet to translate into stronger spending behaviours, with paying down debt still the main
priority for consumers. Despite some pullback, spending behaviours remain dominated by key “essentials”
(transport, utilities and health). Spending on “non-essentials” was broadly unchanged, but is notably stronger than
at the same time last year, particularly in the larger states of NSW and Victoria. Financing retirement, providing for
the family’s future and health expenses continue to be the key sources of household financial stress, but again
concerns are lower compared with the previous quarter and year.

The NAB Consumer Anxiety Index fell to 61.1 points in Q4 2015 (62.5 points in Q3 2015) and below its long-term average (61.9
points). Lower anxiety was led by diminished concerns relating to job security, with around two-thirds of all Australian
consumers (64.7%) rating “very low” or “low” anxiety over their job security in Q4 2015. Anxiety related to government policy
was also notably lower, but it continues to be the second biggest contributor to overall anxiety after cost of living.

Overall consumer anxiety levels are now below long-term averages in most demographic categories, except in Tasmania, for
low (<$35k) and high (+$100k) income earners, women over 50, widows and divorced people, professional and “other” workers
and for those whose highest educational attainment is a diploma.

The latest Survey results suggest that paying down debt is the main priority for the majority of Australians, particularly in
NSW/ACT and WA. It also reveals that more Australian consumers have pulled back spending on many key “essentials” such as
transport, utilities and health.

Whereas consumers had previously responded to lower stress by increasing their spending on “non-essentials”, lower levels of
consumer anxiety did not appear to have impacted as positively this time around with spending behaviours on most “non-
essentials” broadly unchanged during the quarter (albeit stronger than at the same time last year).

Financing retirement remains the key sources of household financial stress. By state, nearly all types of spending were weighing
more heavily on the household financial positions of consumers living in WA and Tasmania.

Overall Consumer Anxiety - fell further in Q4 2015 across all key areas of concern, but cost of living still the biggest
contributor. Anxiety now below its series average and at its lowest level since Q4 2014.

Overall Consumer Anxiety Index Overall Consumer Anxiety: Trends
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Consumer Spending Behaviour - paying down debt main ~ Key Drivers of Household Financial Stress - slightly lower
priority; few signs of greater spending on “non-essentials”  in all categories except personal loan repayments

Changes in Spending Behaviour (net ba[ance) Drivers of Household Financial Stress
(score out of 100 where 0 = "not at all concerned" and 100 = "extremely concerned)

Paying off debt i Financing retirement
Medical bills/healthcare
Providing for family's future
Raising $2,000 in emergency
Charitable Donations Mortgage, rent, housing costs

Non-essentials (holidays, eating out) ‘

Monthly household bills ‘
Personal goods Children's education

Food/basic necessities

Personal loan repayments
Groceries -~ Use of credit pay

Credit card repayments
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Savings, super, investments —Q3 2015
Children Home improvements -—Q4 2015 Q4 2015 ®Q3 2015 Q4 2014
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The view from NAB Economics...

While consumers continue to exhibit a high level of caution in their overall spending behaviour, there are signs that they have
become increasingly more optimistic about their near-term family finances, and to a lesser extent, the domestic economic
outlook in recent months. This is consistent with the notable improvements observed in a number of consumer confidence
measures this year, suggesting that consumers are more buoyant going into this Christmas period compared to the same time
last year. The household savings rate has also showed a gradual downward trend since early 2013 despite remaining elevated at
the current level of 9%. Strong employment growth and a falling unemployment rate may be buoying confidence, despite weak
growth in wages suppressing household income. Wealth creation effects from the housing boom in Sydney and Melbourne are
also likely to have contributed, but may provide less impetus to consumer spending in the new year as house prices stabilise.

Consumer Anxiety by Key Categories
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Having a job appears to have a more positive
influence on overall levels of consumer stress.
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Consumer Anxiety by Key Categories (change)

TAS

VIC
NSW/ACT
QLD

WA
SA/NT

Capital city
Rural town/bush
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Consumers living in TAS reported a big
increase in their overall anxiety (and in
most areas except job security), but
they remain among the least anxious
across all states.

Interestingly, consumer anxiety rose in
both the lowest and highest income
earning groups, in both cases reflecting
heighted anxiety over retirement
funding and cost of living.

anxietyT
|

Women 50+ were the only group in this
demographic to report higher anxiety,
mainly due to heightened concerns over
ability to fund their retirement. Young
men reported a notable decline (mostly
because of improved job security),
reversing a big increase seen previously.

Consumers with a diploma reported
higher anxiety across all categories,
except government policy. High school
leavers were more worried about their
job security and spending on health.

Professional and “other” workers
(i.e. self-employed) rated their
anxiety higher. Labourers
reported a big decline, mainly
due to significantly lower
concerns relating to their jobs.
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Changes in Consumer Spending Behaviours by State

VIC consumers have cut back on “essentials” such as medical,
utilities & transport. Fewer are paying off debt & spending on
kids, but more are spending on home improvements & charity.

More NSW/ACT consumers are paying down debt and building
their savings/investments, but more have cut back their
spending on transport, utilities and medical expenses.

NSW/ACT: Changes in Spending Behaviour (net balance) VIC: Changes in Spending Behaviour (net balance)
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Consumer spending behaviours in QLD are being cut across
most items (especially children & personal goods). The use of
credit and entertainment appear to be the only exceptions.

QLD: Changes in Spending Behaviour (net balance)
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SA/NT consumers have cut back on many “essentials” and use

of credit. More are spending on savings and “non-essentials”
like home improvements, household items & travel.

SA/NT: Changes in Spending Behaviour (net balance)
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Groceries Home improvements

Key priority in WA is paying off debt as spending behaviours
cut back in most other categories. Most notable exceptions
include spending on children, use of credit and charity.

WA: Changes in Spending Behaviour (net balance)

Entertainment

—Q4'14
—Q3'15
=Q4'15

Home improvements

TAS volatile but notable increase in spending behaviours
across nearly all categories relative to Q3, except for some
“non-essentials” like travel and entertainment.

TAS: Changes in Spending Behaviour (net balance)
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This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 AFSL 230686 ("NAB"). Any advice contained in this
document has been prepared without taking into account your objectives, financial situation or needs. Before acting on any advice in this

document, NAB recommends that you consider whether the advice is appropriate for your circumstances.
NAB recommends that you obtain and consider the relevant Product Disclosure Statement or other disclosure document, before making any
decision about a product including whether to acquire or to continue to hold it.

Please click here to view our disclaimer and terms of use.
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