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PERFORMANCE OF CONSTRUCTION INDEX™ JULY 2007

CONSTRUCTION REMAINS FRAGILE
AS HOUSE BUILDING WEAKENS

KEY FINDINGS
B The national construction industry deteriorated in July 2007 2
following the moderate growth of the previous month. )
B The seasonally adjusted Australian Industry Group/ Housing Industry S 4 :
Association Performance of Construction Index (Australian PCI™) <
decreased by 2.5 points in July to 48.8 (below the key 50.0 points 60 - > E
level separating expansion from contraction). § e
B The deterioration was underpinned by weakening activity in the % 5 'G
house building sector (following an easing in the rate of contraction R = =
during June), and a further (although less marked) decline in the § =
apartment market. This outweighed growth conditions in the £ 50 | |
engineering and commercial building sectors. e o
m  Whereas a number of non-residential constructors (particularly those %
engaged in engineering construction) cited the positive influence 4 § *
on activity of a sizable pipeline of work, firms in the house building I e E
sector reported that demand was being undermined by weakness Apll bl bbbl Ll Ll L g
in new home starts, a lack of supply of affordable housing, and g8 % S é f = g;% §§§ < § H E f: S8 ’i% E =
concerns about further interest rate rises. g02882332533750288¢233853 E
B The fragile state of the industry as a whole was reflected in a sharp fall E
in new orders in July, which cancelled much of the improvement posted 5
in the previous month. This resulted in a further (albeit marginal) E
decline in the activity sub-index, and renewed weakness in employment. 2
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CONSTRUCTION ACTIVITY v
B In seasonally adjusted terms, the activity sub-index in July L
registered 49.9. 55 % *
m Despite remaining subdued, it was 3.5 points above the index . o E
reading for June 2007, signalling a slower rate of decline in total § = a
construction activity for a second consecutive month. % %0 2
B Underlying this result was a less marked rate of decline in apartment K E
building, combined with a strong upturn in engineering construction -E e
and continued growth in commercial building. i % E
m  While activity was mixed across the sectors, July represented the 4 0«
fifth consecutive month of decline in the total value of activity a 'G
from all c.onstl.'uction projects (houses, apartments, commercial i AAANAN III AAAAAAAARAAAANRE E
and engineering). 888888888888888855555558 >
§835E3E25E59535KRRRR8ES g
75 2
ACTIVITY BY SECTOR 1 i
B House building activity contracted at a higher rate in July, following or v
tentative signs of improving activity in June, with the sub-index 65 %
declining by 5.0 points to 43.5. 60 = g %
W Activity in the apartment building sector also remained in negative é 55 ‘\ /\ /\ - w
territory. However, the sub-index rose by 6.1 points during July, to f 50 ] < A 2
register its highest reading (48.4) over the past 14 months, consistent % 45 ;
with stronger approvals data in June. -E = 2 =]
B Engineering construction (seasonally adjusted) posted the strongest 35 E b
activity reading in July, the sub-index lifting by 19.5 points to 57.3, 30 g E
with firms mainly linking the increase to an expansion in new sk ™
business generated in the previous month. ol i b 2
B The commercial construction sector maintained growth, although e anmnmmtsssss 8
th(? rtatf o;‘1|n1crease moderated with the sub-index declining by 3.8 ;‘,8 § 258 g &’ié‘g 55%8 é 35% § gg; :§ g
ponts fo o —— Houses Apartments —— Commercial Engineering s
w
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NEW ORDERS nr +
m New orders (seasonally adjusted) declined markedly in July . WHAT IS THE
following the strong (engineering construction driven) upturn of the £ AUSTRALIAN PCI™?
previous month. 60 g The Australian Industry Group
B The new orders index registered 48.3 in July, down by 9.3 points on 3 = - Housing Industry Association
the 12-month high level of June 2007. 2 Australiar] Performance of .
B This result mainly reflects a large decline in July, from a solid base of 5 50 c°'1-"';"_’°t'°" Index (Ausfral'a"
incoming business, in new engineering construction project work. £ PCI™™) is a seasonally adjusted
a . national composite index based
% on the diffusion indexes for
40 g activity, orders/new business,
8 deliveries and employment with
varying weights. An Australian
ppnnnnnnninninnnnn nNANNANRZ PCI™ reading above 50 points
888888888888 88885555555 indicates construction activity
6533585552298 53358585853¢% is generally expanding; below
a0=a 2e=35440=20 =<=3° 50, that it is declining. The
80 — N distance from 50 is indicative of
NEW ORDERS BY SECTOR the strength of the expansion
m New orders contracted across all four sectors in July, although an 0 2 or decline.
improvement relative to June was registered in the apartment g . .
TORT] < More information can be
building sector. - .
. . . x obtained from the Ai Group
B The engineering construction sector recorded the most marked K] . B
A . . . . . c web site www.aigroup.asn.au
reduction, with the index falling by 24.2 points to 47.6, offsetting -
the upturn of the previous month. g
m A decline in new orders in commercial construction also countered the 95: g‘
rise reported in June, the sub-index falling by 10.3 points to 46.0. 3
® In the apartment sector, new orders remained at the lowest level of a
all sectors (for an eighth consecutive month), with an index reading
of 45.5. This was, however, 6.7 points above the level of June 2007, CONTACT
indicating an improvement in demand for a second consecutive month. b | Heather Ridout
m New orders in the house building sector continued to decline with Dec6 Jan 07 Feb 07 Mar07 Apr07 May 07 lun 07 il 07 Chief Executive,
the index regiStering 45.9in JUIy (down 2.6 pOintS) f0||0Win9 an Houses (Seasonally Adjusted) [l Apartments (Seasonally Adjusted) Ai Group
easing in the rate of contraction during the previous month. M Commercial (Seasonally Adjusted) Engineering (Seasonally Adjusted) work 02 9466 5504
EMPLOYMENT or I e oirec
Executive Director, Housing
B A deterioration in new order books resulted in a decline in s and Economics,
employment levels during July. o H'Ak N ra.
B The employment sub-index in July registered 47.1 to be 4.6 points 60 = wor
. x — g
below the June reading. § & NTC Economics
B Increases in employment in engineering and commercial - o B www.ntceconomics.com
construction were mainly offset by lower numbers employed in the %
house building sector. ?DE x " i
. 50
® Employment levels have now contracted in three of the past -
four months. <
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5 Yc82220>02025508552%8> This publication is copyright.
02882313532 80282¢=<253 Apart from any fair dealing for
the purposes of private study
95— P or research permitted under
DELIVERIES AND INPUT COSTS 90 - applicable copyright legislation,
B Higher orders in June contributed to a rise in supplier deliveries. 85 - no part may be reproduced by
m However, overall growth was marginal with an index reading of 80 any process or means without
50.5, 2.8 points above the level in June 2007. 3 75k 2 tTTf pA”Oi ""lf'tteln gertmlsgon of
B While the rate of growth in construction costs remained high in 2 70 § @ AERATIIEIN e tain) EE s
July, an easing was evident with the sub-index falling by 1.7 points g 65 - B Disclaimer — The Australian
to 79.6. b3 Industry Group provides
& 60f
B Reports by firms point to the impact of the Australian dollar’s 55 information services to its
appreciation in lowering the cost of imported materials. | o members and others, which
50 ] include economic and industry
45 lg policy and forecasting services.
40 8 e None of the information
8888 §§ 88 8;% §§§ 888 '§ % 55 'i% s provided here is represented or
0848223325352 3088%2338573 implied to be legal, accounting,
financial or investment advice
= Deliveries Input Prices and does not constitute
Inancia roduct advice. The
fi ial prod dvi h
NATIONAL INDEXES Australian Industry Group
does not invite and does not
July 07 July 06| Jun 07 May 07 Apr 07 Mar 07 Feb 07 Jan 07 Dec 06 Nov 06 Oct 06 Sept 06 Aug 06 expect any person to act or
AUSTRALIAN PCI™ 48.8 52.7 51.3 45.1 47.9 51.1 51.7 48.4 52.1 47.6 49.2 53.1 45.6 rely on any §tatem_ent, ]?pinion,
ACTIVITY 499 543| 464 437 482 486 515 506 522 478 447 510 464 ;‘f(‘;‘ii‘:g;a;'r"lr;f;’“ﬁf; i
- HOUSES 43.5 49.5 48.5 39.2 51.0 44.4 45.2 48.9 48.8 40.2 34.6 54.8 48.3 publication. The Australian
— APARTMENTS 484 416| 423 353 353 413 437 476 439 250 375 307 305 Imgluiigy Citei(p [Aes eomgild
this information in conjunction
- COMMERCIAL 51.1 56.7 549 483 49.8 45.0 61.8 60.5 55.5 61.9 52.4 59.2 50.9 with information provided by
- ENGINEERING 57.3 65.6 37.8 495 51.1 61.7 53.5 45.7 58.5 58.0 53.6 51.5 52.8 HIA. All readers must make
NEW ORDERS 483 51.9| 576 425 474 543 509 444 499 486 489 522 403 their own enquiries and
obtain their own professional
EMPLOYMENT 471 514| 517 488 474 513 552 468 489 464 550 547 468 advice in relation to any issue
DELIVERIES 50.5 53.2| 47.7 473 490 492 479 544 614 471 489 563 52.6 ermatter Leferred t\g heréir:
efore making any financial or
INPUT PRICES 79.6 88.0 81.3 74.4 71.8 68.3 72.3 75.7 81.5 88.5 79.8 87.2 87.7 other decision. The Australian
Results are based on a sample of 100 companies. Industry Group accepts no
*s . . . - . responsibility for any act or
easonal adjusted results are based on factors derived from NTC Economics construction indexes, adjusted for s .
X . omission by an person relying
Australian conditions. in whole or in part upon the
5 contents of this publication.
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