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PROMPT RENEWED DECLINE IN ACTIVITY

KEY FINDINGS

®  Manufacturing activity fell in October, the third decline in

the past four months. The seasonally adjusted Australian
Industry Group-PricewaterhouseCoopers Australian PMI™ fell
5.1 points to 47.8 (and below the 50.0 level that separates
expansion from contraction).

The decline followed renewed falls in sales and new orders,
together with a faster rate of inventory accumulation and
input cost increases. Production and employment also fell in
the month.

Consistent with recent volatility in the pattern of domestic
spending, the number of sectors reporting expansions fell from
eight to five. Growth was strongest in the consumer-related
sectors of textiles and wood, wood products & furniture, while
basic metals and machinery & equipment both reported the
first declines in several months.

Queensland and Western Australia were the only states to
report increased activity.

Based on the latest National Accounts, the Australian PMI™
suggests annual growth in non-farm GDP of around 2.5%, and
growth in manufacturing production of below 1.5%.
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SECTORS

= While the number of sectors reporting growth declined

(in unadjusted terms), there was some narrowing in the
divergence between consumer and industrial-based sectors.
Textiles and wood, wood products & furniture reported the
second consecutive month of strengthening growth, while
food & beverages expanded for the third consecutive month.
The only other sector to report stronger growth was chemicals,
petroleum & coal products.

By contrast, the contraction in machinery & equipment was the
first since April 2005, while the decline in basic metal products
was only the second in seven months (and the weakest sector
in October). Fabricated metals reported only a modest increase,
following two consecutive declines.

Activity continues to contract in paper, printing & publishing;
construction materials; and transport equipment.
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PRODUCTION

m Seasonally adjusted, production dropped 11.1 points to 46.1.

= In unadjusted terms, only four sectors reported increases in
October, down from eight previously.

Of the four, growth strengthened only in textiles. Growth was
unchanged in chemicals, petroleum & coal products and slowed
in food & beverages; and wood, wood products & furniture.
The level of production was steady in construction materials and
fabricated metal products.

Growth fell in the remaining six sectors, with the steepest declines
in basic metal products and paper, printing & publishing.
Production fell sharply among small-sized firms (less than

25 employees). Medium and large-sized firms reported
moderate growth.
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NEW ORDERS

= New orders remain volatile, falling 6.0 points in October to WHAT IS THE

47.2 (seasonally adjusted). It was the fourth decline in the 65 " +
" € thy justed) AUSTRALIAN PMI™?
past six months. o 2 )
. . . - 2 The Australian Performance
®  Unadjusted, four sectors reported increases in new orders, B ] AL T T
compared with six in September. € 5] £ (Australian PMI™ is a seasonally
m New orders growth was strongest in textiles and wood, g 5 | adjusted composite index based
wood products & furniture (following strong growth in < on the diffusion indexes for
. Rt @ production, new orders, deliv-
both sectors in September). £ E eries, inventories and employ-
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m Food & beverages and chem|ca|.s, petroleum & coal products 20 - F ment, with varying weights.
were the other two to report higher orders.
= New orders were unchanged in fabricated metals, but fell 35 = An Australian PMI™ reading
haroly in th .. t §888883833383333333388881838 above 50 points indicates that
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m  Orders contracted for the second consecutive month in expanding; below 50, that it
transport equipment and machinery & equipment. is declining. The distance from
50 is indicative of the strength

of the expansion or decline.

EMPLOYMENT
= Employment contracted for the fourth consecutive month, o R gﬂbi;?er;O]{:)‘:ifh”eC:i”éiu
declining a further 3.5 points to 45.2 (seasonally adjusted). . . P
; | R web site www.aigroup.asn.au.
= In unadjusted terms, employment increased in four sectors, 60 [~
an unchanged number from the previous month. However,
employment fell in six sectors, up from four in September.
= Employment growth was strongest in construction
materials, followed by fabricated metals; wood, wood
products & furniture; and food & beverages.
m  The two sectors to report unchanged employment were 40 [
textiles (the second consecutive month) and chemicals,
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PricewaterhouseCoopers is
delighted to be associated
with the Survey of
Australian Manufacturing
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petroleum & coal products. B e AN NN - Ireltsiny Eles,
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m The steepest declines were in basic metal products LR 5258835285383 38 together the significant experi-
and miscellaneous manufacturing, while transport = = ence and expertise of Australia’s
equipment and machinery & equipment reported second leading industry body and the
consecutive declines. largest business adviser to the
manufacturing sector. We look
forward to continuing our
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bers, and to playing our part
in the ongoing development

seventh straight month. Seasonally adjusted, inventories
increased 0.4 points to 53.9 (the fastest rate of monthly
inventory accumulation since May 2005).

of Australian manufacturing.
Graeme Billings, Industrial
Products Leader.
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DELIVERIES AND INPUT COSTS PricewaterhouseCoopers

. Lo . . .. work 03 8603 3007
m Supplier deliveries edged higher in the month, rising 0.5 o mobile 0408 572 729

points to 51.1 (seasonally adjusted). In unadjusted terms, +
the number of sectors reporting increased deliveries rose 8o NTC Research
from six to seven. 'g e www.ntc-research.com
m  All four sectors enjoying increases in new orders and g 70F %
production also reported increased deliveries. The other g 65— E
three sectors citing rises were clothing & footwear; paper, s 60
printing & publishing; and miscellaneous manufacturing. § 55 1
® Input costs jumped 4.8 points to 74.8 (unadjusted), the S 50 - © The Australian Industry Group, 2005
highest reading since April 2005. All 12 sectors paid higher 45|+ I I I Il é Irhﬁnpiﬁgc?a‘??ﬁfa??npg'fiﬂ'ﬂtfhﬁpa"
prices for raw materials (in contrast to the previous month 40 Y3 purposes of private study or
in which textiles reported a fall in costs). % % % i i % 2 % ?:; § %; % %, % a,; i i % % u‘éﬂ; ‘v%‘ ﬁ iﬁ EZS:;E;T\?E;?;E%r:n::;gftp&c:ybfe
m Nine sectors also reported higher increases relative to the TEER32 2382752382223 % reproduced by any process or means
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previous month. Deliveri . of The Australian Industry Group.
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m  The largest increases were in chemicals, petroleum & coal

. . Disclaimer — The Australian Industry
prOdUCts and machlnery & equipment. Group provides information services to

its members and others, which include

economic and industry policy and
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forecasting services. None of the infor-
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or implied to be legal, accounting,

AUSTRALIAN PMI™  47.8 53.3 52.9 43.3 48.7 55.2 50.5 52.9 52.6 50.8 54.9 60.8 filEIEEd @) i Eabile e

does not constitute financial product

PRODUCTION 46.1 56.8 57.2 41.6 49.3 53.9 49.4 50.9 55.5 48.3 55.5 63.4 advice. The Australian Industry Group
does not invite and does not expect
NEW ORDERS 47.2 53.1 53.2 41.3 49.3 60.3 48.2 54.8 52.0 52.4 57.2 62.6 any person to act or rely on any
EMPLOYMENT 452 509 487 444 468 525 507 5.2 515 476 509 577 ;‘f‘}:{‘;ﬁ';&;@:;‘;;;g;‘;’jf,”f;}',ﬁ;‘d
INVENTORIES 53.9  489| 535 51.0  53.0 51.5 56.0 542 497 522 555 537 LG S e/ T e T
make their own enquiries and obtain
DELIVERIES 51.1 53.8 50.6 43.7 46.0 53.4 53.0 54.0 52.2 55.5 54.2 61.6 their own professional advice in rela-
tion to any issue or matter referred to
INPUT PRICES 74.4 82.0 69.6 67.0 70.2 70.8 69.7 76.3 77.9 73.5 70.0 70.6 herein be_fqre making any financial or
EXPORTS 491 528 523 447 518 533 526 476 410 466 502 570 |WSEIIEEREEEIEE
act or omission by an person relying in
Results are based on responses from 215 companies from the Survey of Australian Manufacturing. An Evaluation of the Australian PMI™ prepared by whole or in part upon the contents of
the Melbourne Institute of Applied Economic and Social Research can be obtained from the Ai Group web site: www.aigroup.asn.au. this publication.

* New seasonal adjustments were applied to data in July 2004. AIG4626




