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Johns Building Supplies was proud to support the AWCI Apprentice Challenge. It was a great
day for all that attended, and congratulations to all involved in the challenge. 
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A NEW LOOK NEWSLETTER IS COMING
We are excited to be working behind the scenes to offer something new to our customers.
Watch this space for a new look newsletter and also JBS customer offers coming in the near
future! 

 AWCI APPRENTICE CHALLENGE
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Consumer spending may have reached a tipping point where the cumulative impact of soaring inflation and
interest rates causes a sudden stop in spending, raising the risk of recession. 

A string of profit warnings from consumer companies suggests a downturn in spending is set to accelerate, yet
economists believe interest rates will need to go even higher to ensure that inflationary expectations remain
under control after 18 months of soaring prices.

Higher-than-expected inflation data, award wage rises and hawkish rhetoric from the Reserve Bank have led
to predictions of a further rise in the cash rate from 4.1 to 4.6 per cent by September, even as the estimated
chance of a recession in coming quarters jumps to 50 per cent.

Consumption had until recently been remarkably resilient, underpinned by a “catch-up” of spending due to the
late reopening of the economy, combined with a very strong labour market, which led households to run down
their savings ratio very sharply to 3.7 per cent, the lowest since the Global Financial Crisis of 2008. However,
there are now signs of cracks emerging, according to UBS.

Retail sales and consumption volumes were near flat for several quarters, but the upturn in interest rate
expectations this month has “materially increased the risks” for consumer spending.
“Our economic growth outlook has long been for a sharp slowdown by the December quarter amid even
weaker consumption,” UBS Australia chief economist George Tharenou said.

“But given companies’ updates imply a sudden stop of spending in the last month, the economy is at a tipping
point.
“If the RBA keeps hiking, there is downside risk to our outlook, which would raise the risk of recession to about
50 per cent.”

Despite the RBA lifting rates sharply in the past year, the housing market has shown relatively little stress as
mortgage arrears stayed very low, and remarkably, house prices lifted in recent months. But some new data on
mortgages suggest a recent spike, according to UBS.
Analysts predict the Reserve Bank will lift rates from 4.1 to 4.6 per cent by September. 

Prime residential mortgage - backed securities more than 30 days in arrears rose to about 1.75 per cent in
March, well above what would be expected based on seasonal effects.
Arrears are likely to lift further because the RBA has hiked twice more since then.
“The longstanding challenges for the Australian consumer, notably the higher cost of living, have now
materialised, with spending slowing and the prospect of a significant slowdown in the 2024 financial year
across many retail categories,” Mr Tharenou said.

Macquarie also warned of a tipping point, “excess savings” that supported spending growth had normalised
and consumers faced “significant headwinds” in the second half of 2023.
“A series of negative trading updates from consumer stocks in recent weeks point to a significant shift in
behaviour over the past two months,” said Macquarie’s head of Australian consumer research, Ross Curran.
The impact of fixed-rate  mortgage resets, rental increases, higher education contribution scheme repayments
and staples inflation has finally caught up with consumers.
CONTINUED OVER PAGE......

TIPPING POINT AS CONSUMERS HIT THE BRAKES ON SPENDING AS RATES TAKE
EFFECT
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Investor caution on discretionary retail companies was “warranted”, but expectations of significant margin
improvement for food and beverage companies “may prove challenging”, Mr Curran said.
“We have been warning about a slowing consumer for the past 12 months,” Mr Curran said.
“It has taken longer than we initially expected, but the brakes are being firmly pressed at the moment. In this
environment we prefer consumer staples over consumer discretionary.”

Morgan Stanley Australia head of research Chris Nicol also sees earnings risks from a tipping point in consumer
spending. He said that, despite some reduction in top-line expectations for 2023, margin forecasts in many
cases were still above pre-Covid norms. But these margin assumptions were likely to be “tested”.

Despite the flurry of earnings-
related announcements over
the past few weeks, he warned
that earnings guidance for half
the constituents within the ASX
300 was relatively “stale”.
“Given the pace of economic
adjustment that seems to be
occurring on the domestic
front, the ‘confession season’
after the financial year end
looms as a busy one as the
pressure that tighter financial
conditions brings starts to
mount,” he said.

Mr Nicol is wary of cash rate-sensitive sectors like banks and consumer and housing-related stocks.
“The consumer adjustment has been stark and appears to have taken a sudden halt in activity across durable
goods and some discretionary activities,” he said.
The retail sector downgrades last month were spread across the jewellery, footwear, furniture, household,
department stores and baby care categories.

In housing, commencements are falling, completions are sagging and approvals have “collapsed”.
“This ensuing activity adjustment could be the epicentre of economic adjustment to monetary tightening,” Mr
Nicol said. “For banks, much of the headwinds to margins are known and starting to be reflected in consensus,
with circa 9 per cent falls in earnings-per-share levels since February 2023.
The issue of credit quality would draw more attention in the second half of the year, he said.
But Deutsche Bank Australia chief economist Phil Odonagoe said the RBA had more to do.
He said the level of retail turnover was still around 15 per cent above the level of spending that would have
prevailed had the pre-Covid trend continued.

“A slowdown in retail spending will likely continue, and we expect materially weaker outcomes over the second
half of this year,” he said.

“But we would argue the correct interpretation of this is more ‘back to normal’ than ‘plummeting’.”
On interest rates he said the level mattered more than the change, and the evidence “increasingly suggests”
that the level of rates is still too low.”

Policy was “not as tight as it was in 2008”, he said.

Source Author: The Australian - David Rogers
Source Published: 26-06-2023
Source: https://www.theaustralian.com.au/business/economics/tipping-point-as-consumers-hit-the-brakes-on-spending-as-rates-take-effect/news-
story/f6c89b38e25c2923c3fe14bf9c0fa953

https://www.theaustralian.com.au/business/economics/tipping-point-as-consumers-hit-the-brakes-on-spending-as-rates-take-effect/news-story/f6c89b38e25c2923c3fe14bf9c0fa953
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**Johns Building Supplies thanks you for your continued support and as per normal we endeavour to keep these
increases to a minimum. Due to the tight margins that we generally operate under, these increases cannot be absorbed.

PRICE INCREASE NOTIFICATIONS 
1st June 2023
Fletcher Insulation (approx. 6%)
Meterbox decrease

1st July 2023
Sika (approx. 8%)
Wakaflex, approx. 3.5% 
Weathertex (4.6%, accessories 4.6-10%)
Lime Industries (Tuffco at)
Raven Door Seals (approx. 6%)

1st August 2023
Iccons Fasteners
Metroll, C/Bond products, approx. 5.9% 
Stramit, C/Bond products, approx. 5.5%

1st September 2023
Zanda Architectural Hardware (approx. 4.7 %)

PRODUCT RETURNS

If the product is made to order or a non-stocked item it is up to the discretion of the manufacturer if these
goods can be returned. Any costs enforced by the manufacturer will be passed to the customer in full.
Product being returned must be in a resalable condition (as determined by JBS and/or the manufacturer)
Highlighting metal door frames, these must be “clean” (not have any mortar residue) & must also
have the spreader bars still attached.
There are costs involved in the return of goods & whilst we keep these to a minimum they will be applied at
all times.

JBS realises that mistakes are part of our industry & when it is ours we rectify in the most timely efficient way
we can to minimise any impact on the customer.

Where a customer has made the error we will assist as best we can, but we are bound by some considerations.



Builder and Contractor Focus Enquiries
If you would like to be included in our Builder or Contractor Focus we would love to highlight your business!
Please contact:
marketing@jbs1.com.au 

Supplier Enquiries
Suppliers wishing to promote a new product in the next JBS Newsletter edition please email :
marketing@jbs1.com.au

NEWSLETTER ENQUIRIES

JBS Sales/Product Enquiries
E: sales@jbs1.com.au 

P: (08) 9362 4744
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GET SOCIAL WITH JBS!
Follow us on our social channels to keep up to date more regularly on new products, specials and customer

info. Make sure to tag us in your posts so we can share your projects!
Find us on -

 

REVIEW US 
At Johns Building Supplies, customer service is paramount to us and we would greatly appreciate it you
could take 2 mins to review us on Google or even provide feedback for any products or services you would
like to see in the future at JBS. 

https://www.facebook.com/JohnsBuildingSupplies/
https://www.instagram.com/johnsbuildingsupplies/?hl=en
https://www.linkedin.com/company/johns-building-supplies

