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Note: Low-tier firm: turnover $2 —3m p.a.;

Mid-tier: $3 — 5m p.a.; High-tier: $5 — 10m p.a.
The NAB SME Survey is the leading survey of small and medium businesses in Australia, and complements the
comprehensive Quarterly NAB Business Survey (QBS) 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 the performance gap
between small and large businesses narrow during the quarter.” While SMEs have been reporting similar
trading conditions to their larger counterparts in recent times, their profitability and employment conditions
have been more subdued in comparison. “That’s why the pickup in SME employment conditions in the fourth
quarter was particularly encouraging. At +6 points, it was the highest reading since the GFC and consistent
with an expansion in SME employment.”

According to Mr Oster, “better conditions at the low-tier firms also saw the size gap between the smallest
SMEs and the high-tier SMEs narrow. This is encouraging, as the smallest SMEs have been underperforming for
some time.” Among the three components of business conditions, trading, profitability and employment, the
pickup in small tier SME employment conditions was particularly pronounced this quarter.

SME business confidence, however, retreated somewhat during the quarter. "It will be interesting to see if the
continual improvement in business conditions can be sustained”, said Mr Oster

The impact of a tighter labour market is being felt by the SMEs surveyed. “An increasing proportion of firms
continued to identify the availability of labour as a major concern. In Q4 it ranked alongside sales & orders as
the top constraint on output”, said Mr Oster. “A similar sentiment was also observed in our Quarterly Business
Survey of larger businesses, where more firms indicated it has become more difficult to find suitable labour in
this current environment. As the labour market continues to improve, this could place upward pressure on
wages.”
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“Across states, we saw Victoria again led the nation in terms of SME business conditions and confidence since

overtaking NSW in 2016”, said Mr Oster. “We also saw NSW bounce back from the dip in business conditions
seen in Q3 2017, which is now reporting the second highest conditions.” Despite this, business confidence was
down in the two biggest states, dragging down the overall index and similar to the trend for larger businesses

in the quarter.

Across industries, health again reported the strongest business conditions in Q4. Other services industries
including finance, business services, construction and property also outperformed. Perhaps surprisingly,
manufacturing showed the biggest improvement in business conditions over the past year. At the bottom end
of the scale was retail, which has been struggling with negative business conditions for some years.

For further details, please see attached main survey document.
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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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