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KEY FINDINGS

Services sector activity barely expanded in July, as growth in
demand remained weak, and inward supplies of raw materials
fell sharply.

The seasonally adjusted Australian Industry Group/
Commonwealth Bank Performance of Services Index (Australian
PSI®) fell 2.2 points to 50.4, only marginally above the 50.0 level
separating expansion from contraction.

Sales growth was essentially unchanged in the month, but
growth in new orders and employment both weakened.

By contrast, supplier deliveries fell substantially for the second
time in the last three months. Stocks of finished goods also fell
slightly marginally, following large rises in two of the previous
three months.

The steepest declines in activity were concentrated in the
consumer-based sectors. Growth was more mixed across business-
related and other sectors.

Input cost increases lifted in the month, and just short of the
record rise reported in May 2006.
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SECTORS

In seasonally adjusted terms, activity expanded in five of the nine
sectors, compared with seven in June.

Growth was strongest in the personal & recreational services
sector, following declines in each of the previous two months.
However, activity fell sharply in the other consumer-based sectors.
The steepest fall was in retail trade, partly attributable to a

large mid-year sale at a major department store (drawing sales
away from survey respondents). Activity also fell sharply in
accommodation, cafes & restaurants and in wholesale trade,
following expansions in both sectors the previous month.
Elsewhere, growth strengthened moderately in finance & insurance;
property & business services; and health & community services.

By contrast, growth slowed abruptly in communication services,
while activity fell in transport & storage.
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After adjustment for seasonal factors, the sales sub-index

edged up 0.2 of a percentage point to 52.4. In unadjusted

terms, four sectors reported increases in sales (up from three in
June), with sales flat in finance & insurance (following a fall the
previous month).

Sales growth was strongest in personal & recreational services,
after falls in the previous two months. Sales also expanded strongly
in communication services, although easing slightly from June.
Among the other sectors, moderate growth resumed in property
& business services, following a sharp fall in the previous month.
Health & community services also reported moderate growth,
although at a slower rate than previously.

The steepest falls were in wholesale and retail trade, and the
third consecutive decline in both sectors. Sales also fell sharply in
transport & storage, following a strong increase in June.

Sales also fell for the third consecutive month in accommodation,
cafes & restaurants, although the rate of decline abated slightly.
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