
Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based are reasonable, 
the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

1WESTPAC ECONOMICS  

WESTPAC-MI CONSUMER 
SENTIMENT BULLETIN
Latest insights on the Australian consumer

13 January 2026

Key points
•	Westpac-Melbourne Institute 

Consumer Sentiment slips 1.7% to 
92.9 in January.

•	Deteriorating views on near-term 
outlook drive the move.

•	About two thirds of consumers now 
expect mortgage rates to rise in 
2026.

•	Consumers less confident about job 
prospects.

•	Less negative on ‘time to buy a 
dwelling’ – most 18-34 year olds 
positive. 

•	House price expectations cool a 
little but still very bullish.
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Consumer Sentiment Index

“The Westpac–Melbourne 
Institute Consumer Sentiment 
Index slipped 1.7% lower to 92.9 in 
January from 94.5 in December.”
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Consumer confidence around the near-term outlook for jobs 
also deteriorated slightly in January. The Westpac–Melbourne 
Institute Unemployment Expectations Index increased 2.1% 
to 129.4 (recall that higher index reads mean more consumers 
expect unemployment to rise over the year ahead). That brings 
the index very slightly above its long-run average, broadly 
consistent with a flat labour market in 2026.

Consumer sentiment around housing posted mixed moves in 
the month.

Homebuyer sentiment improved marginally in January but 
remains pessimistic overall. The ‘time to buy a dwelling’ index 
rose 4% to 89.6. The gain centred on younger age-groups. 
Homebuyer sentiment was up a solid 5.7% to 103.9 amongst 
18–34 year olds, suggesting the expanded Home Guarantee 
scheme is continuing to give some support. 

Notably, the state breakdowns show homebuyer sentiment is 
considerably more pessimistic in Queensland (80), Western 
Australia (80) and South Australia (78) – the states that have 
seen the strongest house price gains over 2024 and 2025. In 
contrast, buyer sentiment is only slightly pessimistic in New 
South Wales (97) and Victoria (95).

Consumers’ house price expectations continued to cool off 
a bit in January. The Westpac–Melbourne Institute Index of 
House Price Expectations dipped another 1.4% to 167.5 to 
be down nearly 3% from November’s peak of 172.4. That 
is still very bullish though, the index up 25% on a year ago. 
The detail shows over three-quarters of consumers expect 
prices to rise over the next 12 months. State measures show 
Queenslanders remain the most bullish (176). The biggest 
cooling in expectations this month was in Western Australia 
(164) while consumers in South Australian are now the least 
bullish on the house price outlook (155).

BULLETIN

The Westpac–Melbourne Institute Consumer Sentiment 
Index slipped 1.7% lower to 92.9 in January from 94.5 in 
December.

Australian consumers entered the new year in a downbeat 
mood, sentiment moving further into pessimistic territory in 
January. While confidence is still well above the extreme lows 
recorded during the protracted ‘cost of living’ crisis in 2022–
2024, consumers are becoming more concerned about what 
2026 may bring for family finances and the wider economy. 
The main catalyst continues to be a sharp turn in interest rate 
expectations. Nearly two thirds of consumers with a view 
now expect mortgage rates to move higher over the next 12 
months, more than double the share back in September. 

The component detail shows the January decline centred on 
expectations for the year ahead. Recall that the Consumer 
Sentiment Index is a composite measure based on five 
sub-indexes: one tracking assessments of family finances 
compared to a year ago; two tracking expectations for family 
finances and the economy over the next year; one tracking 
expectations for the economy over the next five years; and one 
tracking responses to whether now is a good time to buy a 
major household item. 

Near-term expectations for family finances and the economy 
recorded the sharpest deteriorations in January, declining 
4.5% and 6.5% respectively. This was partially offset by a 
small improvement in assessments of family finances vs a year 
ago (+2.3%) and slight gains for the ‘economic outlook, next 
5 years’ and ‘time to buy a major household item’ sub-indexes 
(+0.9% and +0.2% respectively).

Notably, all sub-indexes recorded reads below 100. This is 
only the second time since October 2024 that pessimists have 
outnumbered optimists across every component. 

Interest rate concerns remain front and centre. The Westpac–
Melbourne Institute Mortgage Rate Expectations Index, which 
tracks consumer expectations for variable mortgage rates over 
the next 12 months, rose a further 5% in January. At 152.8, 
the Index is now at its highest level since July 2024, when 
underlying inflation was still running at 4%yr and the RBA was 
voicing concerns that it might not return to the 2–3% target 
range. Back then, 68% of consumers expected mortgage rates 
to rise. Just over 64% hold the same view today.

Consumer sentiment slips lower

“... consumers are becoming more 
concerned about what 2026 may 
bring ...”

Matthew Hassan
Head of Australian Macro-Forecasting
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The Reserve Bank Monetary Policy Board (MPB) next meets 
on February 2–3. While there are still important data updates 
to come between now and then we think the MPB is likely to 
keep the cash rate on hold at this meeting and throughout 
the remainder of 2026. Recent strong inflation reads and an 
upswing in domestic spending have clearly raised concerns 
that inflation is not yet fully tamed. The MPB is sensitive 
to this risk and has prepared the ground for possible rate 
increases, should they be needed. However, the broader data 
picture still points to a labour market that is softening and 
to limited price pressures for a range of market goods and 
services. That should see inflation decline back into the 2–3% 
target range over the course of 2026. The MPB therefore need 
not tighten precipitously.

�

Consumer Sentiment – January 2026
avg* Jan 2024 Jan 2025 Dec 2026 Jan 2026 %mth %yr

Consumer Sentiment Index 100.4 81.0 92.1 94.5 92.9 -1.7 0.8

Family finances vs a year ago 88.0 63.0 77.7 80.9 82.7 2.3 6.5
Family finances next 12mths 106.6 93.0 104.4 102.4 97.8 -4.5 -6.3
Economic conditions next 12mths 90.7 81.8 91.2 94.6 88.4 -6.5 -3.0
Economic conditions next 5yrs 92.1 89.1 96.6 95.7 96.5 0.9 -0.1
Time to buy a major household item 123.5 78.0 90.8 98.9 99.1 0.2 9.1

Time to buy a dwelling 119.6 72.0 89.9 86.2 89.6 4.0 -0.4

Unemployment Expectations Index 129.2 130.7 127.2 126.8 129.4 2.1 1.8

House Price Expectations Index 129.4 158.1 133.7 169.9 167.5 -1.4 25.3

Interest Rate Expectations Index 140.2 147.0 105.7 145.5 152.8 5.0 44.6

Source: Westpac–Melbourne Institute.
*avg over full history of the survey, all indexes except ‘time to buy a dwelling’, ‘unemployment expectations’ and ‘house price expectations’ are seasonally adjusted

The survey is conducted by OZINFO & DYNATA. Respondents are selected at random. This latest survey is based on 1200 adults aged 18 years and over, across Australia. It was conducted in the 
week from 8 december to 12 December.  The data have been weighted to reflect Australia’s population distribution. Copyright at all times remains with the Melbourne Institute of Applied Economic 
and Social Research.
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