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KEY FINDINGS

¥ Further weakness among consumer manufacturers, along with
softer construction materials activity, contributed to flat
growth in overall manufacturing activity in May.

®  The Australian Industry Group - PricewaterhouseCoopers
Australian PMI™ fell by 2.4 points to 50.5 - the lowest May
reading in three years.

" New orders fell sharply by 6.6 points, reflecting weaker
consumer demand, and production fell by 1.5 points (for the
second consecutive month). Inventories rose by 1.8 points as
sales slowed.

B On a positive note, cost pressures subsided (the index falling
by 6.6 points to its lowest level in over a year), and exports rose
for the first time in four months.

B Overall activity was strongest in Queensland, and weakest in
Victoria and Tasmania.

¥ The Australian PMI™ points to annual manufacturing growth
slowing to below 2% and non-farm GDP growth below 2.5%.
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SECTORS

® In unadjusted terms, activity expanded in only five sectors, all
industrial-based manufacturers — chemicals, petroleum & coal
products; basic metals; fabricated metal products; transport
equipment; and machinery & equipment.

m  Nevertheless, some slowing in growth was evident in the
chemicals, petroleum & coal products and fabricated metal
sectors in May.

®m In contrast, activity was weak or declining in the consumer-
and construction-based sectors, with only food & beverages
and textiles showing an increase in activity.

m  The slowdown in activity deepened in the remaining five
sectors, particularly in clothing & footwear (with demand
affected by unseasonably hot weather); wood, wood products
& furniture; and paper, printing & publishing.

m The construction material products and miscellaneous
manufacturing sectors continued to report declines.

¢ >
Food and beverages
Textiles L

Clothing and footwear

Wood products and furniture fr—
Paper, printing and publishing
Chemicals, petroleum, coal
Construction materials
Basic metals
Fabricated metals
Transport equipment
Machinery and equipment
Miscellaneous
TOTAL

25 30 35 40 45 50 55 60 65

M Apros

Decreasing

Increasing

Diffusion index

M May 05

PRODUCTION

m Seasonally adjusted, the production sub-index fell a further 1.5
points to 49.4 in May (following a 4.6 point fall in April). It was
the first contraction in production in May in three years, and
the second decline in the past four months.

= In unadjusted terms, production rose in five sectors, all but one
(textiles) being metal (industrial-based) manufacturers. As well,
production was steady in the chemicals, petroleum and coal
products sector.

m Production declined in six sectors, with the weakest activity
being in the clothing & footwear; and wood, wood products &
furniture sectors.

® In unadjusted terms, production rose in New South Wales,
Queensland and South Australia, but fell in the other states.

= Large firms (employing more than 100 people) experienced the
largest decline in production.
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