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Household incomes outpacing the cost of living

But bigger lifestyles and aspirations adding to cost of living pressures
Australian household income is outpacing the cost of living over the longer term, with disposable
incomes increasing 20% over the last 27 years, while the average family is better off by $224 per
week in real terms, according to the latest AMP.NATSEM Income and Wealth Report.
The AMP.NATSEM Income and Wealth Report: Prices these days! The cost of living in Australia
explores how living costs have changed since 1984 finding that average income growth for
Australian households across all income and socio-economic groups more than covered the cost of
living over this period.
However, cost of living pressures continued with strong price growth since 1984 across everyday
essentials including electricity, which increased 253%, rent prices grew 223%, mortgages increased
256%, petrol increased 208% and public transport costs jumped 287%.
This growth was partially offset by dramatic drops in audio visual and computing, which now cost
one tenth what they did in 1984, while average prices for clothing, footwear and major household
appliances have changed little, and are often lower today than 27 years ago.
Key Findings
•

We’re spending more on discretionary items
The highest income households are spending around 30% on basic necessities and 45% on
discretionary items, while the lowest income households devote 30% to discretionary items.
Overall households are spending a greater proportion of income on services such as private
schooling, restaurant meals, childcare and tertiary education.

•

Incomes have outpaced the cost of living across the board since 1984
Couples with children have seen their income grow by 37%, single parent incomes have
grown 34% and working families 22%. The smallest increase was rental households who
experienced only 11% growth. On average, households are $224 per week better off than in
1984.
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•

The cost of services have increased strongly since the 1980s
Education expenses for secondary students have grown by 264%, or 4.9% per annum,
mostly attributed to higher private school fees. Medical, dental and insurance costs have
increased at even greater rates, jumping 560%, 356% and 346% respectively.

•

The costs of many imported goods shrank since the 1980s
The lower or stagnant prices of clothes and footwear, computing and audio visual equipment
have all helped to offset price increases in other areas. The biggest change has been in
audio visual and computing, which has fallen 90%.

•

Work demands have driven increases in childcare spending
Childcare is an example of the real nature of cost of living pressures. Demand for childcare
has increased significantly since the 1980s with households spending more than double on
these services in just six years.

•

Australia’s petrol prices are among the lowest in the world
Only Canada, USA and Mexico have cheaper petrol prices in the developed world.
Australia’s average unleaded petrol price of around $1.40 per litre is significantly cheaper
than most European countries where petrol can cost more than AUD$2 per litre.

•

Sydney continues to be the most expensive city to live in
Sydney is the most expensive capital city to live in, costing on average, $71,426 for a
standard ‘Sydney’ basket of goods per year, or $1,374 a week. For that same basket of
goods, Adelaide is the cheapest costing the average household $4,442 per year less than
Sydney. Canberra has the highest standard of living taking into account both average costs
and income, followed by Darwin and then Perth.

•

Sydney and Melbourne are two of the most expensive cities in the world
As our currency has appreciated over recent years, so has our place in the international cost
of living index. Sydney and Melbourne sit 7th and 8th respectively on the index, making
cost of living for the international worker 45% higher than in New York. However offsetting
this, Sydney and Melbourne also enjoy some of the highest incomes.

AMP Financial Services Managing Director Craig Meller said the AMP.NATSEM report shows
households today are more focused on lifestyles and aspirations than they were in the 80s.
“Many Australians are leading busier lives and facing greater demands on their time which means
we’re now paying for things we may not have previously, such as childcare, gardening and
housekeeping.
“We’ve also seen a noticeable shift in spending habits with people spending more on education,
holidays and eating out. Essentially we seem to be leading bigger lifestyles, all of which can add to
perceived cost of living pressures.”
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NATSEM lead author of the report, Principal Research Fellow Ben Phillips said that strong
economic growth in Australia since the early 1990s has led to Australia having one of the highest
standards of living in the world.
“While there is little doubt that many families still struggle to make ends meet, this report shows that
on average, Australian households, both high and low income, are financially better off than in
previous decades.
“Cost of living pressures are more related to our increased expectations and the greater demands
from a modern society than the prices we pay for petrol or electricity.”
Since 2002, AMP and NATSEM have produced a series of reports that open windows on Australian
society, the way we live and work – and our financial and personal aspirations. AMP publishes
these reports to help the community make informed financial and lifestyle decisions and to
contribute to important social and economic policy debate.
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Note: Q1 refers to low income, Q2 refers to high income
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