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PERFORNMANCE OF SERVICES INDEX"® FEBRUARY 2005

SERVICES SECTOR GROWTH
STALLS IN EARLY 2005

KEY FINDINGS

m  After strengthening steadily over the final quarter of 2004, 70 — R E
services sector growth appears to have stalled in early 2005. The
seasonally adjusted Australian Industry Group - Commonwealth ek E
Bank Performance of Services Index (PSI®) fell 4.8 points in |
February to 48.7 (the lowest level yet recorded), and following a 5 2 é
6.6 point decline in January. A PSI® reading below 50.0 implies a 2 60 é =
contraction in services activity. § = g
= The deterioration in activity was largely due to sharp contractions g 55 I | <
in both supplier deliveries and inventories, and which were I I I I I I I
centred in the retail and wholesale trade sectors. The sales sub- 50 I (1N ) ﬁ
index also contracted slightly (the first such occurrence recorded). I I I I I I I I I I I I § g
= Furthermore, the rate of increase in both new orders and 45 L0,8,8,8,8,8,8,8,8,8,8,8,8,8,8,88,88,8888, |v§ Ll
employment continued to slow, while the input price component E E § §§ E%% g % % é; _é; _‘o:' ‘S_' é;% §§§ § ‘o: % é § m
eased to the lowest level since April 2004. Indeed, new orders 2383532302488 25583532g02a8¢ v
barely expanded in February, foreshadowing continued weak 2 = E
sales growth over the next few months. a
2
SECTORS o
® Unadjusted, five sectors reported expanding activity in February. « Decreasing ncreasing g
Of these, four sectors — accommodation & restaurants; transport Wholesale trade -4
& storage; finance & insurance; and property & business services Retail trade a
— all enjoyed a strengthening in growth relative to January. Accommodation, cafes and restaurants
m To the extent that these sectors are sensitive to business Transport and storage
demand, the strengthening in activity is most likely partly due Communication services
to seasonal influences. By contrast, personal & recreational Finance and insurance
services reported a moderation in growth, but again likely due Property and business services
to seasonal factors. Health and community services

m The four sectors to report contractions were wholesale trade; retail Personal and recreational services

trade; communications and health & community services. The

readings for retail trade and health & community services were 20 30 ;i?_fusion If&ex 60 70
the lowest yet recorded, while activity in both wholesale trade and Jan0s Ml Feb 05
communications has now fallen for two consecutive months.
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= Seasonally adjusted, service sector sales contracted slightly in
February. The sales sub-index fell 5.9 points to 48.6, the second
consecutive easing and the first contraction in sales yet recorded.

= In unadjusted terms, only three sectors reported higher sales —
accommodation & restaurants; property & business services and
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health & community services).

personal & recreational services. However, growth in personal & g

recreational services moderated from levels reported in January. 55 -

m Elsewhere, sales again fell sharply in wholesale trade, 2 I I I I > m
. . . 50 =

and declined also in retail trade. Sales were unchanged z v
2

in four sectors - transport & storage; finance & insurance; pRIiAARANAARNARAANNARAAANAN ,I, g E

communications and health & community services (and the 383333383333333333I3IIIII8S u
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second straight month of flat sales in communications and & §83533g8020°82858235338020¢ <
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NEW ORDERS 75 N
After seasonal adjustment, the new orders component fell 5.7 WHAT IS THE PSI?

. . - o 70| ;

points to 50.2. The decline follows a similarly sharp decline in T?t; Au§tralllag Pe(r;gl(r)rl_ance
. . OT Services Index ®) is a

January, leaving the index at the lowest level yet reported. 65 composite index based on

the diffusion indexes for sales,
new orders, employment,
inventories and deliveries all
with varying weights.

Unadjusted new orders grew in five sectors, up from four
in January. Of the five, growth strengthened appreciably in
finance & insurance and property & business services (and
most likely reflecting seasonal factors). However, the rate of 55
growth moderated in health & community; and personal &
recreational services.

New orders were unchanged in communications, but fell 45
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An Australian PSI® reading
above 50 points indicates that
the service industry is generally
expanding, below 50 that it is
declining. The distance from

50

Feb 04 |l e—
April 04 |—(—
June 04 |[S——
Aug 04 :——
Sept 04 | ———
Jan 05 |E——
—
Decreasing

sectors. The rate of job shedding slowed slightly in wholesale 45
trade and personal & recreational services, but deepened in
health & community services.
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in wholesale and retail trade and in transport & storage. 88888858588838555333335888 50 is indicative of the strength
The rate of decline slowed in wholesale trade and & é 5853230248 é $53zgc2a8e of the expansion or decline.
communications, although deepening in retail trade. More information can be
obtained from the Ai Group
60 ; ;
EMPLOYMENT N web site www.aigroup.asn.au
In seasonally adjusted terms, the employment component
eased 1.4 points to 51.2. It was the third consecutive month 2 SPONSOR
in which the index has moderated, and the lowest reading s 5 g STATEMENT
. ° 2
since June 2004. £ =
o c Commonwealth Bank is delight-
Employment expanded in just four sectors, unchanged from § ed to be the sponsor of the
January. The four comprised accommodation & restaurants; £ 1 1 il | Australian PSI® and is pleased to
] . . 50 be able to provide the expertise
transport & storage; finance & insurance; and property & business ) of our Chief Economist Michael
services, although the rate of growth strengthened in each sector. § Blythe as the key spokesperson
By contrast, employment contracted in the remaining five I 8 for the Performance of Services
nninninnninnunnnnnnoninimnnniniimniniyg lndex' The Commonwealth Bank
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believe this important piece

STOCKS 60 -~ of research will add real value
. . . ; to the industry. It will provide
Service sector inventories were rundown sharply in February. . insights and information that
The unadjusted sub-index fell 6.2 points to 44.9, again the s % have not previously been
. . B o available. We look forward to
lowest reading yet recorded. Moreover, the decline contrasts g S .

X o i . . 5 £ continuing to work with the
with a significant (unadjusted) jump in February 2004. 2 Australian Industry Group to
The wholesale and retail trade sectors carry substantially higher § 50 enhance and develop the PSI®.

32
levels of inventories than other service industries. Inventories £ c th Bark Q
- . . [ 2 ommonweal an
were depleted significantly in both sectors in February, and also Z
. . 45 @
at an appreciably faster rate than in January. 3
Inventories also fell in finance & insurance; health & CONTACT
community and personal & recreational services. Of the ppLnLnnnnnnnnnnnnnnnnnninnmnnir)g Heather Ridout
remaining four sectors, inventories rose in two and were 883888888838333333333333388 Chief Executive,
. SEEFe23853358657223853385% Ai Grou
unchanged also in two. £585533g0205¢855835338020%¢8 P
= = work 02 9466 5504
mobile 0419 257 361
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Michael Blyth
DELIVERIES AND INPUT COSTS P Econfmfst
Consistent with the rundown in inventories, supplier 65 Commonwealth Bank
o
deliveries also contracted significantly in February. The & work 02 9312 4135
. . . 5 601 o mobile 0414 886 027
seasonally adjusted sub-index fell 6.0 points to 44.9, the g g
third consecutive month of moderating growth and again s sl NTC Research
the lowest reading recorded. . I www.ntc-research.com
The seasonally adjusted input price sub-index eased 0.7 S 5o - H - i
. . . . . o H
points to 62.1, more than reversing an earlier rise in January. £ © The Australian Industry Group, 2005
. X A ) 45 8 This publication is copyri
Costs increased in all nine sectors, but at a slower rate in I I I+ Apart from any fair dealing for the
. . . . e f private study or research
purposes of priva ly
wholesale trade, retail trade and communications services. IANAAARAAANAAARAANAAAAAAN RS e Y ey e
383383338333 3833333333333388 Legislatiomnopartmaybe_Leproduced
QcE>0>0883 Q5T 2020883952 y any process or means without
& E%EEE 2g02482¢ E%EEE Zgc2488¢e the prior written permission of The
2 2 Australian Industry Group.
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Disclaimer — The Australian Industry

Group provides information services

to its members and others, which
NATIONAL INDEXES include economic and industry policy
and forecasting services. None of

Feb05 Feb04 | Jan05 Dec04 Nov04 Oct04 Sept04 Aug04 July04 June04 May 04 the information provided here is
AUSTRALIAN PSI°  48.7 539 | 535 60.1 59.5 56.4  56.0 54.6 54.6 51.7 5338 shissnisdiogimplicdiiobelleadl,
accounting, financial or investment
SALES 48.6 55.9 54.5 63.2 60.5 60.0 59.4 56.9 53.3 53.9 53.7 advice and does not constitute
financial product advice. The
NEW ORDERS 50.2 56.9 55.9 65.4 64.4 57.9 57.7 58.2 58.0 53.4 57.9 Au;tralian Industry Group does not
EMPLOYMENT 512 508 | 526 539 549 537 536 522 513 512 524 e e e e
inion, tati interfer-
INVENTORIES 44.9 535 | 51.1 58.8 58.4 526 545 51.2 54.9 473 484 ohce exprossed or imptied in this
DELIVERIES 44.9 50.8 50.9 57.3 57.9 54.9 52.3 51.2 56.7 49.3 52.9 publication. All readers must make
their own enquiries and obtain their
INPUT PRICES 62.1 59.5 62.8 62.3 63.6 67.4 64.3 65.9 66.1 68.9 65.1 own professional advice in relation
to any issue or matter refen_'ed to
Results are based on a sample of over 200 companies. For further information please contact Heather Ridout, Chief Executive, Iiip Beifere aeldime) any ekl @
K other decision. The Australian Industry
Ai Group on 02 9466 5504. Group accepts no responsibility for

any act or omission by an person

relying in whole or in part upon the
Supported by: contents of this publication.
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