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KEY FINDINGS

B The national construction industry registered a further decline in
January 2009, as the global economic and financial crisis continued to
adversely affect market demand and confidence. 60 N ®U
B The seasonally adjusted Australian Industry Group/ Housing Industry | 2 a
Association Performance of Construction Index (Australian PCI®) 55 § 2
stood at 34.1 in January. Although this reading was 3.2 points up \ 2 E
on the survey low of December 2008 (to signal a slight easing in the 50 B g
rate of decline), it nevertheless remained firmly below the 50 points g . E
no-change level, and marked the 11th consecutive month of industry = g
contraction. § 20 2 <
m Construction companies widely commented that the deteriorating £ 8
state of the economy and the on-going lack of credit availability had 35 3
resulted in clients delaying tenders and further cutting back on new
project work. 30
B Reductions in activity continued on a broad industry front, although I ¥
the worst conditions were evident in the apartment sector where 2 ,\',\'N',\"\',\',\'N',\',\',\',\'w © o o o m'm'w ® oo ® o E
the pace of contraction increased. The fall in house building activity 282098200 020582222>055355 2
moderated for a second straight month (suggesting an early flow-on SL2<33833020°03I538340200 ;
effect from lower interest rates and increases to the first-home B Australian PGP —— 3 month moving average -]
owners grant), while the pace of decline in engineering and b
commercial construction eased slightly. =2
B For the industry as a whole, activity and new orders registered further E
marked declines, albeit at rates slower than the previous month. This 2
resulted in further cutbacks in employment and supplier deliveries. 8
CONSTRUCTION ACTIVITY AND CAPACITY * * 5
B In seasonally adjusted terms, the activity sub-index in January 55 L o
regis‘tered 29.9. Activity| Capacity Utlllsatlon_ g & *x
. } - . 50 A g
B This was 3.8 points above the index reading for December, \_/ g g
signalling a slight moderation in the rate of decline in total g 445 % 2
construction activity. < " 2 2
B Underlying January’s result were falls in activity across all major § :\° o
industry sectors, although the negative impact of a pick-up in the 5 s 17° T 'G
rate of decline in the apartment building sector, was tempered by a 0 é E
less marked pace of reduction in the house building, engineering and ‘ ‘ 65 & E
commercial construction sectors. 25 = 2
B The average rate of capacity utilisation registered 71.9% in January, PRI AAAARAAAARAARAANARAAAD ,I, 0 8
down by 0.6 percentage points on the previous month. 5555555555558833388383388 >
ACTIVITY BY SECTOR nr 4 &
B Apartment building posted the most subdued conditions of all nor - v
sectors in January, with the sub-index registering 26.8. This was down 55 a
2.6 points on the reading in December 2008 and marked the sector’s 601 % ;“
12th consecutive month of falling activity. s I \ /\ N 8
B House building also posted a 12th straight month of declining ER w H
activity. However, for a second straight month it experienced a 5 r W / v ;
slower pace of contraction, (the sub-index rising by 8.5 points to g 4or o (]
31.9), providing early signs that the sector may be benefiting from ] 7 b
lower interest rates and increases to the first-home owners grant. 30 4 % E
B Commercial construction registered its ninth decline in the past 11 5= ° =
months, although the rate of decline eased with the sub-index rising 201 2
by 4-3 pOIh‘tS tO 31.8. 15 ,\I’\I | S TN N S Y S N N I Y S S Iy I ) 4 °
- . ; _ ) ) ) 5555555555558833333838338383833 v
B Despite a slight rise of 1.3 points in the engineering construction 8552205023580 2220582385 a
sub-index to 27.4, this result extended the sector’s reduction in PLEIS3533020°0=9235330207 2
activity to six straight months. —— Houses Apartments — Commercial Engineering E
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NEW ORDERS WHAT IS THE

. . o
[ ] As.a result of continued weak cller.1t demand,' new orders (seasonally wl % AUSTRALIAN PCI®?
adjusted) fell for an 11th consecutive month in January. e .
B However, at 28.9, the new orders index was up by 2.3 points on the £ The Au'strallan Industry G_ro.up
A A . N A A ) 3 - Housing Industry Association
previous month, signalling a slight easing in the rate of decline. € 50 AETETE PEr G R GIF
B The decline in new orders reflected reductions in levels of incoming ?% Construction Index (Australian
business across all four sub-sectors, although a moderation in the g PCI®) is a seasonally adjusted
pace of decline was evident in the house building, engineering and E 40 g national composite index based
commercial construction sectors. ¢ on the diffusion indexes for
m The further overall fall in new orders, however, points to persistent 30 a activity, orders/new business,
weakness in demand and total activity during coming months. I I I dell\{erles a_nd ST \.N'th
I varying weights. An Australian
ppannnnnnnnnnnfinnnnnAnnAnnnng PCI® reading above 50 points
5555555555558 3383383338333833338333 indicates construction activity
] ‘ET’ ggé :;(S‘E).g § g&3% rET! ggg :;(S‘:%g é g5 is generally expanding; below

50, that it is declining. The
75 distance from 50 is indicative of
NEW ORDERS BY SECTOR 0l + the strength of the expansion
B The apartment building sector registered the most marked rate of or decline.
decline of all sectors, the index falling by 8.9 points to 19.7, the
More information can be

second most subdued level of incoming new business since data for eor ] e Ciegm /N (o
this series was first collected in August 2006. iy /\ . . p
web site www.aigroup.com.au

B For the house building sector, new orders continued to exhibit 0 / ‘V v
weakness with the index registering 29.4. However, this was an s B W
increase of 8.2 points on December’s reading, signalling a slower £ 40
rate of decline for a second straight month. 3B |
B In the engineering construction sector, new orders maintained the 30
deterioration evident since February 2008, although the pace of 25
decline moderated on the series low level of the previous month, 20 CONTACT

the sub-index rising by 3.3 points to 32.8. A L L LY Heather Ridout
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Diffusion Index

Decreasing

® New orders in the commercial construction sector registered a 10th %% E 'f’;i;% ii%% % % §§ E i%% i%i% § § g,; Chief Executive,
straight month of decline, albeit at a sightly lesser rate, with the |E3<435338020%8=5<353380248"% Ai Group
index posting an increase of 0.8 points in January to 30.0. —— Houses Apartments —— Commercial Engineering work 02 9466 5504
EMPLOYMENT AND WAGES 50 4 e o it
B As a consequence of the further decline in workloads, job shedding 75 Average Wages HIA
persisted during January, although at a lesser rate than the 70 o work 02 6245 1393
previous month. 65 E . :
B The employment sub-index in January registered 37.3, up by 1.8 5 60 2 Markit FEDIETTS
points on December’s reading. 2 o www.markiteconomics.com
m Despite this moderation, it marked the 10th consecutive month that § Employment
construction firms have reduced their workforces. tg 50
B Firms reported growth in wages at a slightly higher rate than the a % o
previous month, the index registering 56.0, a rise of 1.9 points on 40 %
the previous month. 35 %
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the purposes of private study
DELIVERIES INPUT COSTS AND o 1 or research permitted under
90 applicable copyright legislation,
SELLING PRICES 85 no part may be reproduced by
® In line with falling activity and new orders, the level of supplier 80 . any process or means without
deliveries continued to decline, albeit at a slower pace. s % the prior written permission of
m The supplier delivery index stood at 47.6 in January, an increase of E Z: I The Australian Industry Group.
6.3 points on the reading <_>f the prewo.us mon?h. ] § 60 /\/_,\ Disclaimer — The Australian
B Cost pressures moderated in January with the input cost sub-index £ s Industry Group provides
declining by 10.4 points to 68.2 reflecting weak demand and falls in S 5 information services to its
commodity prices. 45 2 members and others, which
B Growth in selling prices for construction firms decreased at a higher 40 ¢ include economic and industry
rate, the sub-index registering 41.6, a fall of 5.6 points on the 35 I I a policy and forecasting services.
previous month, signalling continued strong pressure on margins. 30 e o ™ None of the information
2 g 9 33 A=A A~ provided here is represented or
2£§2§§ég§8§3w§2§§§2§8§82 implied to be legal, accounting,
financial or investment advice
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Results are based on the responses of approximately 120 companies.
* Seasonal adjusted results are based on factors derived from NTC Economics construction indexes, adjusted for Australian conditions.
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