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The NAB SME Survey is the leading survey of small businesses in Australia, and complements the
comprehensive Quarterly NAB Business Survey which covers larger businesses. The SME survey offers a rich
repertoire of insights into factors affecting smaller firms’ conditions by state, industry and size, as well as an
assessment of their outlook for investment and output.

According to NAB Group Chief Economist Alan Oster, “It was encouraging to see SME conditions and
confidence both rise after declining in the previous quarter. The result was consistent with the improvement in
conditions we are also seeing for larger businesses in the Quarterly NAB Business Survey. In particular SME
business conditions at +9 index points are well above the series average of +4 index points since 2006.”

Not all SMEs enjoyed the same healthy business conditions though, with the smallest firms doing it tougher.
“We saw healthy levels of trading, profitability and employment conditions for the top tier SME firms with
turnover of $5-10 million p.a; however the low tier firms with turnover of $2-3 million p.a. were reporting
weaker profitability and employment despite positive trading conditions.” said Mr Oster. Employment
conditions at the smallest SMEs, especially, have been depressed for some time. “Given that SMEs account for
the largest share of total employment in Australia by firm size, we’d like to see an improvement in
employment at these firms”.

Nonetheless, the smallest SMEs remained upbeat, with a strong increase in business confidence. “It was
encouraging to see they remained upbeat about the outlook”, said Mr Oster.

An increasing proportion of firms identified the availability of suitable labour as a concern, consistent with the
improvement in labour market conditions and the decline in the unemployment rate. “Perhaps firms are
finding it more difficult to find the right skills, which could explain some rise in labour cost growth. We are
also seeing somewhat stronger growth for other input costs, including overheads and purchase costs. This
happened at a time when final prices are not growing as fast. As a result, firms are feeling the squeeze on
profitability and margins.”
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Victoria was our best performer across the states. Business conditions improved the most in QLD during the
quarter while they fell in NSW, SA and WA. “More encouragingly, business confidence rose across the board”,
said Mr Oster. “WA has been reporting improving business confidence and it will be interesting to see when
and if that will translate into improvements in WA business conditions.”

The health sector again reported the strongest business conditions across industries. At the bottom end of the
scale was the retail industry, which has been struggling with depressed business conditions for some years.
The resilience of manufacturing conditions meanwhile was somewhat surprising, in the face of car plant
closures and an elevated AUD, a result similarly observed in the QBS.

For further details, please see attached main survey document.
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("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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