
NAB’s SME Survey, Australia – September Quarter, 2009 
SME CURRENT BUSINESS CONDITIONS & KEY DRIVERS 
SME business conditions improve considerably and turn positive in the September quarter. But SMEs 
performed slightly weaker than their larger counterparts in Q3 
• Business conditions amongst Australia’s small to medium sized businesses improved considerably and turned 

positive in the September quarter, according to NAB’s business survey of SMEs (small & medium enterprises).  

• NAB’s SME business conditions index improved by 15 points to turn positive at 5 index points in the September 
quarter (with 25% of SMEs reporting good or very good conditions and 20% poor or very poor conditions). By 
comparison, larger businesses performed slightly better at 6 index points (an improvement of 20 points).  

• By size grouping, all SMEs reported positive and broadly similar conditions in the September quarter, with each 
segment recording an improvement in conditions. Small SMEs (annual turnover between $2-3m) and mid sized 
SMEs (annual turnover between $3-5m) were broadly similar at 3 and 4 index points respectively. Large sized 
SMEs (annual turnover between $5-10m) recorded the strongest improvement, and were the best performing at 6 
index points.  

Business Conditions 
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Moreover, SMEs are optimistic about the 12 month profitability outlook 

Positive (and vastly improved) Customer confidence/demand, better seasonal conditions and more favourable 
competitive factors are the key drives of trading conditions.  

• In terms of the main drivers of activity in the 
September quarter, SMEs highlighted: 

o Positve (and sharply improved) customer 
confidence/demand 

o Positive impact from seasonal and 
competitive factors 

o Poor (negative) impact from interest rates 
and ‘other’ factors (e.g. ineffective 
marketing).   

Drivers of trading conditions

-25

-20

-15

-10

-5

0

5

10

C
us

to
m

er

C
on

fid
en

ce

La
bo

ur

H
ou

se
 P

ric
es

In
te

re
st

 R
at

es

E
xc

ha
ng

e 
R
at

es

G
ov

t. 
Po

lic
y

S
ea

so
na

lit
y

C
om

pa
ny

 s
pe

ci
fic

C
om

pe
tit

io
n

Fu
el

 p
ric

es

A
va

ila
bi

lit
y 

of

fin
an

ce O
th

er

N
et

 %
 o

f r
es

po
nd

en
ts

Sep Qtr 2008 Dec Qtr 2008 Mar Qtr 2009 June Qtr 2009 Sep Qtr 2009

* Commenced in Dec Qtr 2008  

Key SME Indicators – Australia* 
Business Conditions Q2 

2009 
Q3 

2009  Profitability Outlook Q2 
2009 

Q3 
2009 

All -12 6  All 3 30 
SMEs -10 5  SMEs 1 27 
By SME size band:    By SME size band:   
Lower (turnover $2-3 m pa) -7 4  Lower (turnover $2-3 m pa) 1 23 
Mid (turnover $3-5 m pa) -6 3  Mid (turnover $3-5 m pa) 2 31 
Upper (turnover $5-10 m pa) -13 6  Upper (turnover $5-10 m pa) 1 26 

* All data is not seasonally adjusted.  About 700 firms, with annual turnover between $2-10 million, were surveyed between late August and early September.  A time series database is 
available by subscription: Email jbrand@nab.com.au 



SME CONDITIONS BY STATE & INDUSTRY 
SME conditions improve, with VIC and NSW the best performing. SMEs in all states – except WA & Qld – 
report positive conditions 

• All states, except WA, recorded an 
improvement in conditions in the September 
quarter. Unlike last quarter, when all states 
recorded poor conditions, most states (ex Qld 
and WA) recorded positive conditions.  

• Victoria and NSW were jointly the best 
performing states this quarter, followed closely 
by SA. All three states performed better than 
the national average.  

• WA was the laggard, followed by Queensland. 
Both recorded poor conditions this quarter.  

• With the exception of NSW and SA, SMEs 
generally underperformed their larger state 
counterparts. This underperformance is most 
apparent in WA and Queensland.  

Business Conditions - September Quarter 2009
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Health, wholesaling and finance were the strongest performing sectors among SMEs; transport, retail, 
manufacturing and construction reported poor conditions 

• Health, followed by wholesaling and finance 
were the best performing SME sectors. 
Finance continues to benefit from an 
improvement in equities.  

• In terms of quarterly movements, there were 
sharp improvements in manufacturing, 
construction, health and wholesaling. Transport 
was the only sector to deteriorate this quarter.   

•  SMEs performed better than their larger 
counterparts in business services, and 
manufacturing. However, they underperformed 
in retail, finance and transport.  

• SME conditions were weak and poor in 
transport, retail (mainly food and motor 
vehicle), and most parts of construction and 
manufacturing.  

Business Conditions - September Quarter 2009
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By SME size, the best performers were: small health and wholesale; medium finance and property services; 
and larger finance, health and wholesale. The weakest performers were: small accommodation, transport and 
retail; medium construction, retail and transport; and large manufacturing and transport 

• For SMEs in the lower turnover size band 
(annual sales of $2-3 million), the best 
conditions prevail in health and wholesale. 

In the mid SME size range (annual sale• s of 
$3-5 million) conditions are most favourable in 
finance and property services. 

For SMEs in the upper siz• 
sales of $5-10 million), conditions are generally 
best in health, finance and wholesale. 

Among the SMEs the weakest condition

e band (annual 

• s 
 

t; 

 
were in: small accommodation, transport and
retail; medium construction, retail and transpor
and large manufacturing and transport.  

Business Conditions - September Quarter 2009
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BUSINESS CONFIDENCE 
 
Business confidence among SMEs for the December quarter, 2009, improved significantly (by 22 index points), to a 
positive reading of 15 index points – not much different from their larger counterparts at 16 index points. All 3 segments 
of SMEs were more upbeat about their outlook relative to last quarter, and all reported a positive outlook for the 
December quarter. There was a slight difference across sectors – with large SMEs the most optimistic at 18 index 
points. Small and medium sized SMEs reported a broadly similar outlook at 14 index points and 13 index points 
respectively.  

Expected Confidence: By Business Segments
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Turning to confidence by sector, SMEs are optimistic about all sectors, in contrast to the previous quarter, when most 
sectors (ex finance) were still pessimistic. The most optimistic sector overall (SMEs & large) was small transport 
operators. Other SME sectors which were very optimistic include: health, wholesale, finance, business services and 
property services. Retailers were the least optimistic among the SMEs. For most sectors, SMEs and their larger 
counterparts have a broadly similar view of near term confidence with the exception of:  

• Construction, wholesale, transport and property services – SMEs more confident.  
• Retail and accommodation – SMEs less confident.  

Expected Confidence for Dec Quarter 2009 - By Industry
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Business Confidence for the  Next Quarter June ’09 Survey Sep’ 09 Survey 
All -4 16 
SMEs -7 15 
By SME size band:   
Lower (turnover $2-3 m pa) -4 14 
Mid (turnover $3-5 m pa) -5 13 
Upper (turnover $5-10 m pa) -9 18 
*Confidence Data has been seasonally adjusted by the National 
 



SME PROFITS & CONSTRAINTS 
SMEs profits growth improves strongly, and turns positive in the September quarter. 12 month outlook 
improves significantly and reflects an optimistic outlook. 

• SMEs reported a slight positive for profit growth in the September quarter, with the Nab’s SME profit index up 15 points 
to 3 index points (as 27% of SMEs reported good/very good profits and 24% cited poor/very poor profits). 

• The12-month profit outlook for SMEs has also improved significantly – following from record lows last quarter - and 
reflects strong optimism about prospects for the year ahead. It rose by 26 index points to 27 index points, but, was 
marginally weaker than the outlook for large businesses (at 30 index points). That said, SMEs are now the most 
optimistic about the annual outlook since December 2007.  

• Amongst SMEs, all 3 categories are optimistic about the annual profitability outlook – although there remain some 
differences. SMEs with medium sales turnover (at 31 index points) are the most optimistic, followed by large sized 
SMEs (at 26 index points) and small sized SMEs (at 23 index points).  

Profitability
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Profit outlook best in all segments of finance and health; small wholesale and transport; medium property and 
manufacturing; and large business services and transport.  

Medium term ( 12-month) profit outlook: 
o For SMEs in the lower turnover band (annual sales of 

$2-3 million), the profit outlook is best in finance, 
health, wholesale and transport 

o  In the mid sized segment (annual turnover between 
$3-5 million), the profit outlook is most favourable in 
health, finance, property and manufacturing.  

o For large sized SMEs with annual sales of $5-10m, 
the 12-month profit outlook is strongest in health, 
business services, finance and transport.   

Profitability - Next 12 months (2009 Q3)
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Demand - and to a much lesser extent – government, wages & ‘other’ factors are the main constraints on SMEs’ 
profit outlook 

In terms of the 12 month profit outlook, SMEs are most 
concerned about: 
o Weak demand; and to a much lesser extent: 
o Government policies   
o Wage costs & labour availability and 
o Other – specified mainly as tighter competition, 

drought, availability of materials and funding costs.   
This is broadly in line with the views of larger business, 
albeit SMEs place a greater degree of importance on 
wages and labour availability. Demand, on the other hand, 
is relatively less of a concern.   

Profitability - Main Constraints 
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DISCLAIMER: “[While care has been taken in preparing this material,] National Australia Bank Limited (ABN 12 004 044 937) does not warrant or represent that the information, recommendations, opinions or conclusions contained in this document 
(“Information”) are accurate, reliable, complete or current.  The Information has been prepared for dissemination to professional investors for information purposes only and any statements as to past performance do not represent future performance.  
The Information does not purport to contain all matters relevant to any particular investment or financial instrument and all statements as to future matters are not guaranteed to be accurate.  In all cases, anyone proposing to rely on or use the 
Information should independently verify and check the accuracy, completeness, reliability and suitability of the Information and should obtain independent and specific advice from appropriate professionals or experts. 
To the extent permissible by law, the National shall not be liable for any errors, omissions, defects or misrepresentations in the Information or for any loss or damage suffered by persons who use or rely on such Information (including by reasons of 
negligence, negligent misstatement or otherwise).  If any law prohibits the exclusion of such liability, the National limits its liability to the re-supply of the Information, provided that such limitation is permitted by law and is fair and reasonable.  The 
National, its affiliates and employees may hold a position or act as a price maker in the financial instruments of any issuer discussed within this document or act as an underwriter, placement agent, adviser or lender to such issuer.” 
 
UK Disclaimer: So far as the law and the FSA Rules allow, National Australia Bank Limited (“the Bank”) disclaims any warranty or representation as to the accuracy or reliability of the information and statements in this document.  The Bank will not be 
liable (whether in negligence or otherwise) for any loss or damage suffered from relying on this document.  This document does not purport to contain all relevant information.  Recipients should not rely on its contents but should make their own 
assessment and seek professional advice relevant to their circumstances.  The Bank may have proprietary positions in the products described in this document.  This document is for information purposes only, is not intended as an offer or solicitation 
nor is it the intention of the Bank to create legal relations on the basis of the information contained in it.  No part of this document may be reproduced without the prior permission of the Bank. This document is intended for Investment Professionals (as 
such term is defined in The Financial Services and Markets Act 2000 (Financial Promotion) Order 2001) and should not be passed to any other person who would be defined as a private customer by the rules of the Financial Services Authority 
(“FSA”) in the UK or to any person who may not have experience of such matters. Issued by National Australia Bank Limited A.C.N. 004 044 937, 88 Wood Street, London EC2V 7QQ. Registered in England BR1924. Head Office: 500 Bourke Street, 
Melbourne, Victoria. Incorporated with limited liability in the state of Victoria, Australia. Regulated by the FSA in the UK. 
 
U.S DISCLAIMER: This information has been prepared by National Australia Bank or one of its affiliates or subsidiaries (collectively, “NAB”).  If it is distributed in the United States, such distribution is by National Australia Capital Markets, LLC 
(NACM) which accepts responsibility for its contents.  Any U.S. person receiving this information wishes further information or desires to effect transactions in the securities described herein should call or write to NACM, 200 Park Avenue, New York, 
NY  10166 (or call (877) 377-5480).  The information contained herein has been obtained from, and any opinions herein are based upon sources believed to be reliable and no guarantees, representations or warranties are made as to its accuracy, 
completeness or suitability for any purpose.  Any opinions or estimates expressed in this information is our current opinion as of the date of this report and is subject to change without notice.  The principals of NACM or NAB and/or its affiliates may 
have a long or short position or may transact in the securities referred to herein or hold or transact derivative instruments, including options, warrants or rights with securities, or may act as a market maker in the securities discussed herein and may 
sell such securities to or buy from customers on a principal basis.  This material is not intended as an offer or solicitation for the purchase or sale of the securities described herein or for any other action.  It is intended for the information of clients only 
and is not for publication in the press or elsewhere. 
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