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PERFORMANCE OF SERVICES INDEX® OCTOBER 2006

GROWTH IN SERVICES
REMAINS

KEY FINDINGS

m  Growth in services sector activity remained soft in October, despite
a lift from the interest rate related decline in the previous month.

m The seasonally adjusted Australian Industry Group/
Commonwealth Bank Performance of Services Index (Australian
PSI®) rose 4.3 points to 52.0, rising above the key 50.0 level
separating expansion from contraction.

® The moderate lift in activity was underpinned by growth in sales,
new orders, employment, inventories and supplier deliveries,
following declines in the previous month.

m  Activity grew in each of the business-related sectors, excluding
finance & insurance.

m The consumer-related sectors experienced some improvement
on their recent lacklustre performance, with the exception of
retail trade.

® Input cost increases moderated for the second consecutive month,
with input costs continuing to fall from their August 2006 peak. M s 3-month moving average
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SECTORS ., Decreasing
®m In seasonally adjusted terms, activity expanded in seven of the
nine sectors in October (up from two in September).
®  Growth was strongest in communication services;
accommodation, cafes & restaurants; and wholesale trade;
following contractions in September.
m The business-related sectors of property & business services and
transport & storage also recovered moderately from declines in Finance & insurance
the previous month. Property & business services
m  Activity continued to expand in personal & recreational services, Health & community services
although at a slower pace than in September, while growth Personal & recreational services
strengthened in health & community services. PSI (Seas. Ad)) L
® Retail trade and finance & insurance were the only sectors to 30 35 40 45 50 55 60 65 70
report a contraction in activity in October, both sectors sensitive Diffusion Index
to movements in interest rates. september 06 Ml October 06
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unadjusted terms, sales increased in seven sectors (up from four 65
in the previous month).

m Accommodation, cafes & restaurants and communication
services were the strongest sectors, both reporting a substantial
turnaround following falls in activity in September.

m Activity grew in the wholesale trade sector for the first time since
April 2006.

m Sales growth strengthened in health & community services; 50
property & business services and transport & storage; but
moderated in personal & recreational services following a strong
increase in September.

m Retail trade and finance & insurance were the only sectors to
report a decline in sales.
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m Seasonally adjusted, sales rose 1.8 points in October to 51.5. In i
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NEW ORDERS 7 4+
] New_orders growth resumed in Oc’_cober, following a fall in the o WHAT IS THE
previous month. The seasonally adjusted new orders sub-index AUSTRALIAN PSI®?
increased 5.0 points to 51.8. 2 . .
® Unadjusted, new orders expanded in six sectors (up from two in 5 90 H The Australian Performance
) U p ! rs (up 3 g of Services Index (Australian
September), with personal & recreational services unchanged. E £ PSI®) is a seasonally adjusted
®  Growth was strongest in accommodation, cafes & restaurants g 55 national composite index based
(having remained unchanged in September) and health & £ on the diffusion indexes for
community services (following a decline). 8 50 sales, new orders, employment,
® Wholesale trade; communication services; and transport & storage §' wi\;in\j(aj:l?; ar\ml;ieidehllt\;enes @l
recorded strong growth, while new orders expanded moderately 45 § USRS
in property & business services. 8 An Australian PSI® readin
. . . g
®m Retail trade reported the strongest decline in new orders (for 40 — o o o above 50 points indicates that
. . . . e wn e wn o . . .
the sixth consecutive month), while the rate of contraction A - - the service industry is generally
accelerated in finance & insurance. = & 2 o0 %2 < 20 ] 5 =0 expanding, below 50 that it is
declining. The distance from 50
is indicative of the strength of
EMPLOYMENT the expansion or decline.
60 -
m Services sector employment recovered moderately in October, the More information can be
seasonally adjusted sub-index increasing 4.1 points to 51.4. obtained from the Ai Group
® On an unadjusted basis, employment increased in six sectors o web site www.aigroup.asn.au
(up from three previously), with health & community services < 55 8
unchanged. § 2
m The strongest rate of employment growth was in communication g SPONSOR STATEMENT
services and accommodation, cafes & restaurants, two of the three é Commonwealth Bank is delight-
sectors that reported growth in September. 3 5 ed to be the sponsor of the
m Employment also grew moderately in transport & storage; o Australian PSI® and is pleased to
property & business services and personal & recreational services, E be able to provide the expertise
following declines in the previous month. I 8 °|f Or:" Ch'if Elfonom'ls(t Michael
® Wholesale trade reported its first expansion in employment since Ele 5 12 L) GREL e
) 2006 45 for the Performance of Services
anuary . ) . 3 2 2 3 8 8 8 8 8 8 8 8 Index. The Commonwealth Bank
® Retail trade and finance & insurance were the only sectors to 5 3 28 5 53 38 5 3 2§ is one of Australia's premier
report a decline in employment in the month. < < service organisations and with
the majority of the Australian
economy being services based
STOCKS 65 -~ we believe this important piece
® Inventories of finished goods were replenished moderately in of research will add real value
October, following a run down in the previous month. Seasonally 60 if® e ey, i il prevGls
. R . o insights and information that
adjusted, stocks increased by 6.2 points to 51.6. £ o ot raEEly e
® Unadjusted, stocks expanded in six sectors, up from five in 3 o g available. We look forward
September. £ = to continuing to work with
B The consumer-based sectors of accommodation, cafes & restaurants | 8 the Australian Industry Group
and wholesale trade reported the strongest growth in stocks. £ 50 to e”h?"‘ce a"_d develop the
® Inventory growth strengthened in communication services and e o Australian PSI®.
. . . ) 2 Commonwealth Bank
retail trade, while the health & community services sector also us @
reported an expansion. §
m Stocks declined in the business-related sectors of finance & e
insurance and property & business services, although the rate of 40 v CONTACT
contraction eased in September. $ 8 3 & 8 &8 8 5 & & S ¢S ;
i d in Septemb : : : g : s 8 8 : g & ¢ Heather Ridout
m Transport & storage also reported a contraction in stocks. S 836 % g 36 8 &8 28 Chief Executive,
Ai Group
work 02 9466 5504
DELIVERIES AND INPUT COSTS
m Supplier deliveries lifted in October, following declines in each N PN .
of the three previous months. Seasonally adjusted, the supplier Mh',d‘fae' Blythe
delivery sub-index rose 6.0 points to 54.2. 70 St | 3ERmen S
. ) R L Commonwealth Bank
®  On an unadjusted basis, deliveries increased in eight sectors (up from 6 o work 02 9312 4135
two in the previgus mo_nth_), declining only in finance & insurance. . £ mobile 0414 886 027
m  Growth in supplier deliveries eased significantly in personal & 2 ol e
recreational services, following a large rise in the previous month. g = NTC Research
m Supplier delivery growth strengthened in all other sectors, ;:3 550 Www.ntceconomics.com
with accommodation, cafes & restaurants reporting the a
largest increase. 50
) . © The Australian Industry Gi , 2006
® Input cost increases moderated further in October, the seasonally g This publication is col:);%htr.oup
adjusted input cost sub-index dropping 4.0 points to 65.7. 45 | 4 Apart from any fair dealing for the
®m Unadjusted, input costs increased at a faster pace in three sectors II a [UIPEESS Gl D SIMEY O (eI
from two previousl| ) 40 v permitted under applicable copyright
(up ) previously). ) T $ T T 89 8 8w oL g g g 8 legislation, no part may be reproduced
m The largest rises in input costs were concentrated in the consumer- § T 2 % 5 5 2 % 5 T 3 % by any process or means without
based sectors. - & = - < = - the prior written permission of The
m  Accommodation, cafes & restaurants reported the largest increase, o _ AT ST e
while health & community services reported the smallest rise. Deliveries Input Prices Disclaimer — The Australian Industry
Group provides information services
to its members and others, which
include economic and industry policy
NATIONAL INDEXES and forecasting services. None of
the informati ided here i
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ustralian Industry Group does no’
NEW ORDERS 51.8 50.6 46.8 50.8 52.6 53.1 51.8 57.7 50.2 53.0 51.2 invite and does not expect any person
to act or rely on any statement,
EMPLOYMENT 51.4 52.4 47.3 50.6 50.2 51.2 49.6 50.7 53.0 52.7 52.9 opinion, representation or interfer-
ence expressed or implied in this
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own professional advice in relation
INPUT PRICES 65.7 66.4 69.7 74.4 68.4 67.9 71.0 64.7 67.6 66.2 66.6 to any issue or matter referred to
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