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KEY FINDINGS

The expansion of services activity gathered further momentum
in August, driven largely by improving conditions in business
and community related sectors. In contrast, sectors sensitive to
discretionary consumer demand remained weak.

The seasonally adjusted Australian Industry Group -
Commonwealth Bank Performance of Services Index (Australian
PSI®) rose 4.0 points in August to 57.5, the third consecutive
increase and the highest reading since December 2004.

Growth in sales and new orders continued to strengthen,
contributing to a small fall in inventories (the first in four
months). The lift in demand and production was also reflected in
further modest rises in employment and supplier deliveries.

The strongest gains over the month were in the health &
community services and finance & insurance sectors.

Conversely, activity in the accommodation, cafes & restaurants
and retail trade sectors contracted in August, following moderate
growth the previous month.
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In unadjusted terms, activity expanded in seven of nine sectors in
August (up from six the previous month).

Growth was strongest in the health & community services; finance
& insurance; and property & business services sectors.

Moreover, growth in health & community services was the
strongest since the inception of the survey (in February 2003),

and follows a contraction in July. Similarly, after three consecutive
contractions, finance & insurance activity expanded at the fastest
pace since February 2004.

Growth strengthened moderately in personal & recreational
services, but eased in wholesale trade; transport & storage; and
communications.

Activity contracted in the retail trade and accommodation, cafes
& restaurants sectors, with strong increases in the previous month
due largely to mid-year sales and school holidays.
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Seasonally adjusted, sales jumped 6.4 points in August to 62.7,
the highest reading since December 2004. With the exception
of a slight stumble in May, sales growth has been strengthening
since February.

Unadjusted, sales rose in six sectors (down from seven in July).
Health & community services reported the strongest growth in
sales, following a decline in the previous month. Sales in finance
& insurance also grew strongly.

Despite a contraction in activity in the sector overall, sales in
retail trade rose marginally over the month.

Sales contracted sharply in accommodation, cafes & restaurants
(reflecting the unwinding of earlier favourable seasonal
influences), and were unchanged in communication services.
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m Seasonally adjusted, the employment sub-index rose 0.5 points in
August to 53.2, the 16th consecutive month of expansion. >
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® In unadjusted terms, stocks contracted in five sectors b to continuing to work with
(compared with three in July). T s the Australian Industry Group
. . . 3 to enhance and develop the
m  The largest fall was in finance & insurance, while more £ Australian PSI®
moderate declines were reported in retail trade (most likely e 2
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. a Apart from any fair dealing for the
previous month). %0 - purposes of private study or research
m The transport & storage sector reported the largest increase in MMM MMM T IEIIILIII LI NG permitted under applicable copyright
. . . . 00202 C e 0 0C22220002E202222292% legislation, no part may be reproduced
input costs, due to the impact of higher fuel prices. e H L I H R I - — . —— =
m The other three sectors to record higher input cost increases = = = the prior written permission of The
were retail trade; finance & insurance; and property & — Deliveries Input Prices Australian Industry Group.
business services. Disclaimer — The Australian Industry
Group provides information services
to its members and others, which
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Results are based on a sample of 215 companies. For further information please contact Heather Ridout, Chief Executive,
Ai Group on 02 9466 5504.
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herein before making any financial or
other decision. The Australian Industry
Group accepts no responsibility for
any act or omission by an person
relying in whole or in part upon the
contents of this publication.
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