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MOMENTUM BUILDS 
The Q1 Business Survey reported further notable business sector improvement. Business 
conditions and confidence strengthened in the quarter, with both now at +17 index points, well 
above their long-run averages. All the sub-indices of business conditions improved substantially – 
profitability, trading and employment are now all well into expansionary territory.  

According to Alan Oster, NAB Group Chief Economist “The survey suggests that the economic 
recovery built further momentum in Q1.”.  

“What is particularly welcome is that the improvement is broad-based with conditions and 
confidence improving in most industries and are at an above-average level in all. Moreover, the 
lift in trading conditions and profitability over the last two quarters is now being translated into 
the Survey’s employment indicator” said Mr Oster. 

Capacity utilisation also continued to rise. It increased by almost 2ppts to 82.3% in Q1 and is now 
above both its historical average and its pre-COVID level. Again, the improvement was broad 
based with only mining not seeing a gain in the quarter. 

“It is worth remembering that conditions provide a guide as to how fast activity is growing, but 
capacity utilisation provides an indication of the level of activity. In this quarter we hit an 
important milestone; not only does it appear that activity continues to grow at a good pace, but 
the capacity utilisation index now suggests that the level of activity is back around its pre-COVID 
level. This is consistent with our forecast that GDP will have fully recovered in Q1.” said Mr Oster. 

“However, it is worth noting that there are still differences across industries - capacity utilisation 
in retail, which in aggregate has been boosted by the change in spending patterns -  is well above 
its pre-COVID level while some service industries, as well as mining, remain below.”  

Leading indicators again improved and are at high levels. Forward orders and expected forward orders in 
3 months recorded another strong increase. Similarly, expectations for business conditions, employment 
and capital expenditures at the 3- and 12-month horizons rose again to relatively high levels. This 
suggests further gains in activity and employment over the next three to twelve months.  
 
“While a return to a pre-COVID level of activity would be an important milestone, it would not be a case 
of “mission accomplished” as we would normally expect the economy to grow over time. That is why a 
very welcome aspect of the survey is the strength across all the leading indicators, which suggests that 
the recovery should continue at a relatively strong pace.” said Mr Oster. 

For more information, please see the NAB Quarterly Business Survey report.  
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Important Notice 
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. 

http://www.nab.com.au/content/dam/nab/business/international/financial-markets/documents/nab-research-disclaimer.pdf

