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SECTOR BUT DENMAAND REMAINS PATCHY

KEY FINDINGS

Services sector sales and new orders increased in June, reversing the
falls of the previous month and contributing to renewed growth

in overall activity. After dipping below the key 50.0 point level, the
seasonally adjusted Australian Industry Group - Commonwealth
Bank Australian Performance of Services Index (Australian PSI®)
increased 3.3 points in June to 52.1.

The improvement was also underpinned by continued growth in
employment, and a steady pace of supplier deliveries (following a
sharp fall the previous month). By contrast, growth in inventories
moderated slightly. Input cost increases accelerated in the month,
after abating slightly in May.

There was a corresponding small increase in the number of sectors
reporting growth in both sales and new orders (unadjusted for
seasonal influences). Nevertheless, growth in activity remains
concentrated primarily among sectors exposed to business demand,
with activity continuing to contract in retail trade.
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SECTORS

In unadjusted terms, activity expanded in five sectors (unchanged
from the previous month). Growth was strongest in transport &
storage, and strengthened also in property & business services
and health & community services. However, growth eased slightly
in communication services and in personal & recreational services.
Activity contracted in retail trade (the fourth fall in five

months) and in wholesale trade (the fifth decline in six months).
Activity also contracted for a second consecutive month both in
accommodation, cafes & restaurants and finance & insurance.
The continuing contraction in wholesale and retail trade, and

in accommodation, cafes & restaurants, partly reflects seasonal
factors. In finance & insurance, an increasing number of
respondents cited the impact of slower lending growth.
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SALES

Sales jumped 4.6 points in June to 52.8 (seasonally adjusted),

the highest reading since January 2005. Unadjusted, five sectors
reported increases in sales (up from four in May).

Sales growth was strongest in transport & storage, and also picked
up considerably in health & community services. Wholesale trade
reported a more modest increase in sales growth, while growth
eased slightly in property & business and communications services
(although remaining relatively strong in both sectors).

Sales were unchanged in personal & recreational services, and fell
in retail trade; accommodation, cafes & restaurants; and finance &
insurance. It was the fifth consecutive decline in retail trade.
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Results are based on a sample of over 200 companies. For further information please contact Heather Ridout, Chief Executive,
Ai Group on 02 9466 5504.
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