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PERFORMANCE OF CONSTRUCTION INDEX © MARCH 2009

CONSTRUCTION CONTINUES TO FALL
AS DEMAND REMAINS SUBDUED

KEY FINDINGS
B The national construction industry continued to decline in March 2009,
although the rate of contraction was slightly less marked than the

®

previous month. 60 —

B The seasonally adjusted Australian Industry Group/ Housing Industry + >
Association Performance of Construction Index stood at 30.4 in 55 | \ E
March. While this reading was up by 0.9 points on the survey low 2

AUSTRALIAN PcI

Diffusion Index

Decreasing

of February 2009, it remained firmly below the 50 points no-change 50
level, and signalled deteriorating conditions in the industry for a 13th 1
consecutive month. 45
B This continued fall in construction activity reflected widespread reports k
of weak market demand and a lack of new project work. Firms also ; 40
strongly linked the downturn to shortages of working capital at client
companies which was seen as a principal cause of further project delays %
and the cancellation of orders. 2
B The results for March pointed to a continuation of falls in activity on
a broad industry front, although rates of decline moderated in the 25 1 11 -

house building, apartments and commercial construction sectors. Of
significance, the activity sub-index readings for both house building and
apartments were up by 10.9 and 9.2 percentage points respectively on
the low levels registered by both sectors in November 2008.

B For the industry as a whole, levels of activity and new orders registered
further reductions in March, (with an increase in the rate of decline
in new business). This resulted in further cutbacks in employment and
deliveries from suppliers.

CONSTRUCTION ACTIVITY AND CAPACITY or 7%

B In seasonally adjusted terms, the activity sub-index registered 29.2 55—
in March. Activity

m This was 3.3 points above the index reading for February, pointing to 50
a slower rate of decline in industry activity than the previous month.

m The result was underlined by falls in activity across all major industry
sectors, although engineering construction was the only sector to
record an increase in the rate of decline.

B The average rate of capacity utilisation registered 74.8% in
March, up by 9.2 percentage points on the survey low point of the 30
previous month.
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ACTIVITY BY SECTOR s 2
B House building activity contracted for a 14th consecutive month in 0=
March, although the rate of decline moderated, with the sub-index 65~ %
rising by 3.6 points to 31.2. 60 e *
B Apartment building also fell for a 14th straight month. However, . 55 /\ = ﬁ
the pace of contraction was the slowest registered in the past seven < 50 AN g
months, as reflected in an increase in the sub-index of 9.1 points in £ a5 _/ -
March to 33.0. 2 sk E
m  Commercial construction registered its 11th decline in the past SR £ E
13 months, with a sub-index reading of 30.5. Nevertheless, this was a0k § S
up by 8.3 points on the previous month’s survey low in commercial sl Y & E
project activity. ol 0
B The decline in engineering construction was extended to an eighth sl i v e E
straight month in March. Moreover, the engineering sub-index 5555555555888 38828338883g v
declined by 4.2 points to 24.2, to signal a pick-up in the rate of §§§§§§§S§§EE§§§§§§§‘,8§§§§§ g
contraction, as firms continued to be adversely affected by project - - 5
delays and cutbacks. — Houses Apartments — Commercial Engineering &
4
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NEW ORDERS I

® In line with low demand and a general reluctance by clients to
commit to new project work, new orders (seasonally adjusted)
continued to decline in March and at a higher rate than the
previous month.

® The new orders index registered 28.0, down by 2.2 points on
February 2009, to signal an increase in the rate of contraction.

WHAT IS THE
AUSTRALIAN PCI®?
The Australian Industry Group
- Housing Industry Association
50 Australian Performance of
Construction Index (Australian
PCI®) is a seasonally adjusted

60 [~

Increasing

Diffusion Index

] The dgclme in new orders reflected reductions in levels of 40 g‘ national composite index based
incoming business across all four sub-sectors, although a 2 on the diffusion indexes for
moderation in the pace of decline was evident in the apartments 3 g activity, orders/new business,

deliveries and employment with
varying weights. An Australian
v PCI® reading above 50 points
indicates construction activity

is generally expanding; below
50, that it is declining. The
distance from 50 is indicative of
the strength of the expansion
or decline.

and commercial construction sectors.

m The further overall fall in new orders, however, points to the
likelihood of persistent weakness in demand and total activity 20
during coming months.
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NEW ORDERS BY SECTOR ok
B The apartment building sector registered the most marked rate of
decline of all sectors in March. However, the index increased by 1.5 : .
points to 26.3, to mark a moderation in the rate of decline for a 60 More information can be
second consecutive month. 55 - / \ obtained from the Ai Group
\ web site www.aigroup.com.au

B For the house building sector, new orders continued to exhibit weakness 50 V 7V
with the index registering 27.2. This was a decrease of 7.0 points on s 4 W
February's reading, indicating a higher rate of contraction following the £ 40
easing in the pace of decline over the previous three months. £ '
B New orders in the apartment sector also remained in negative 30~
territory, registering a 14th straight month of decline, albeit at a 25
lesser rate for a second consecutive month, with the index posting 20 - CONTACT

an increase of 1.5 points in March to 26.3. Y3 S N T T T N O Y 0 T M Heather Ridout

65 [~

Increasing

Diffusion Index

Decreasing

B In the engineering construction sector, new orders maintained the 85 E;% E%E .E_’ '§ % % § 88 g;% S;§§ § % % g,;% 8 Chief Executive,
deterioration evident since March 2008, while the pace of decline 2338533730848 88333535250248822 Ai Group
also increased, the sub-index falling by 5.7 points to 28.0. — Houses Apartments — Commercil Engineering work 02 9466 5504
EMPLOYMENT AND WAGES 50 4 e e it
B The on-going decline in workloads led to further reductions in 73 Average Wages HIA
employment in March, although the pace of decline moderated. 70 o work 02 6245 1393
B The employment sub-index in March registered 32.2, up by 1.2 65 E
points on February's reading. % o g Markit Economics
B This was the 12th consecutive month that construction 2 www.markiteconomics.com
firms have reduced their workforces, mainly due to falling new 5 55 Employment
order volumes. t% 50 \
B Growth in wages was reported at a lesser rate, the index registering a 4 o
47.1, a decline of 10.7 points on the previous month. 40 z © The Australian Industry
35 & Group, 2009
30 I I I e This publication is copyright.
I I I I Apart from any fair dealing for
25 I NNninnnnnninmnimninennimnnimnnmiinimniniyg the purposes Of private study
555556655558888333888888833 .
EEr?>0EC38C0555>0REE 8585 orre_search permltted ur'mder.
S45523%38020"uw><5535809z0~u> applicable copyright legislation,
no part may be reproduced by
DELIVERIES, INPUT COSTS AND =r + any process or means without
90 [~ the prior written permission of
SELLING PRICES 85 [~ The Australian Industry Group.
B Firms responded to falling activity levels by reducing deliveries 80 - o>
from suppliers. . 5P Z Disclaimer — The Australian
B However, the pace of reduction moderated with the supplier é o § Industry Group provides
delivery index registering 34.4 in March, a rise of 1.4 points on the s °r TnifEEE CEREEs lie
previous month, F 60 /\/_,\ members and ot_hers, vyh|ch
. . £ s include economic and industry
m Cost pressures again eased in March as a consequence of weak S % policy and forecasting services.
global demand for raw materials, with the input cost sub-index 45 2 None of the information
declining by 11.3 points in to 52.3. 40 g provided here is represented or
B Growth in selling prices for construction firms decreased at a slightly 35 I I & implied to be legal, accounting,
lower rate, the sub-index registering 34.8, a rise of 1.0 points on the 5 LLLESEELENES00,00 800000008 financial or investment advice
previous month. ;g%;;%%%g;g%;;%gg%%g%gE%; a.nd dc'>es not constitute
S<55338020°8515533830920%¢&= financial product advice. The
Australian Industry Group
= Deliveries Input Prices Average Selling prices does not invite and does not
expect any person to act or
NATIONAL INDEXES rely on any statement, opinion,

representation or interference
expressed or implied in this
publication. The Australian

Mar 09 Mar 08 | Feb 09 Jan 09 Dec 08 Nov 08 Oct 08 Sep 08 Aug 08 Jul 08 Jun 08 May 08 Apr 08
AUSTRALIAN PclI 304 47.7 29.5 34.1 30.9 32.0 36.4 31.8 43.1 41.6 40.3 36.9 42.6

ACTIVITY 292 466 | 259 299 261 319 369 324 403 422 368 343 382 Industry Group has compiled
-HOUSES 31.2 40.8 27.6 31.9 234 20.3 22.9 27.9 34.5 37.6 33.0 30.6 36.3 this information in conjunction
-APARTMENTS 33.0 3938 23.9 26.8 29.4 23.8 30.7 24.9 43.3 28.5 37.2 32.7 30.5 with information provided by
-COMMERCIAL 30.5 48.4 22.2 31.8 275 45.9 50.4 35.1 57.1 47.8 42.2 27.7 38.1 HIA. All readers must make
-ENGINEERING 242 573 | 284 274 261 382 456 426 344 519 367 465 456 their own enquiries and
CAPACITY (%) 74.8  79.9 656 719 725 747 746  70.1 767 795 756 756  78.2 obtain'theirown|professional
NEW ORDERS 280 438 | 302 289 266 312 339 315 379 399 374 361 406 advice in relation to any issue
or matter referred to herein
WAGES 471 782 | 578 560 541 587 558 59.6 629 700 619 67.1 673 before making any financial or
EMPLOYMENT 322 533| 31.0 373 355 298 352 309 459 432 449 365  44.1 other decision. The Australian
DELIVERIES 34.4 48.4 33.0 47.6 41.3 375 42.6 32.4 54.2 41.2 45.5 44.6 53.0 Industry Group accepts no
INPUT PRICES 52.3 79.3 63.6 68.2 78.6 76.3 83.3 91.8 87.0 90.9 88.0 88.3 77.0 responsibility for any act or
SELLING PRICES 348 64.6 33.8 41.6 47.2 35.2 41.1 47.1 53.8 59.8 59.1 59.4 53.8 omission by an person relying

in whole or in part upon the
contents of this publication.

Results are based on a sample 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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