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PERFORNMANCE OF SERVICES INDEX® MAY 2007

A FURTHER IN DEMAND
UNDERPINS STRENGTHENED ACTIVITY

KEY FINDINGS
W Services sector activity lifted strongly in May, underpinned “h +
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by record levels of consumer confidence, upbeat business
sentiment and an unemployment rate at a 30-year low.

B The seasonally adjusted Australian Industry Group- 55
Commonwealth Bank Performance of Services Index (Australian
PSI®) rose 3.3 points to 56.1, above the key 50.0 level separating
expansion from contraction.

B The strength in services sector activity was broadly-based, with
all sectors excluding health & community services reporting
growth in May.

B Positive consumer and business sentiment flowed through to a
pick-up in sales and new orders growth in the month, leading
to the highest readings for these components for more than
three years.

B Supplier deliveries increased for the first time in seven months,
while employment continued to expand.

B Input cost increases eased further in May, with the price of
inputs growing at their slowest pace since May 2005.
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SECTORS . Decreasing | Increasing R
m In seasonally adjusted terms, activity expanded in eight of the N "
nine sectors in May (up from seven in the previous month). Wholesale trade
B Transport & storage and retail trade reported the strongest Retail trade
rates of growth in the month, building on solid improvements Accommodation, cafes and restaurants
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in ApriI. Transport and storage

B The personal & recreational services sector recorded a solid rise
in activity in the month, having been one of only two sectors to
report a decline in April.

B The prevailing strong business conditions underpinned
accelerated growth in communication services and property &
business services. Personal and recreational services

B Growth slowed in accommodation, cafes & restaurants and finance PSI (Seas.Adj)

& insurance, while activity lifted slightly in wholesale trade. 30 35 40 45 50 55 60 65 70 75 80

B Health & community services was the only sector to report a Diffusion Index
decline in May, with activity contracting modestly for a second April 07 W may 07
consecutive month.
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SALES 65 N
m Seasonally adjusted, sales rose 2.1 points in May to 59.1. On L
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an unadjusted basis, sales increased in six of the nine sectors
(down from seven in the previous month).

m Communication services recorded the strongest lift in sales,
following flat growth in April.

B Greater business and consumer demand also lead to stronger
sales growth in the retail trade and transport & storage sectors.

B Growth in sales accelerated more moderately in personal &
recreational services; finance & insurance; and property &
business services. 45

B For the second consecutive month, wholesale trade was the
only sector to report a fall in sales, although the rate of decline
eased.

m Sales were unchanged in accommodation, cafes & restaurants
and health & community services.
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NEW ORDERS 65 +
m New orders growth strengthened in May, the new orders sub-index WHAT IS THE
jumplng 6.0 points to 58.5 (seasonally adjusted). . 60 o AUSTRALIAN PSI®?
B In unadjusted terms, seven sectors reported growth in new orders H The Australian Performance
(unchanged from April), with wholesale trade and health & % e of Services Index (Australian
- . T < o\ o .
community services unchanged. RS = PSI®) is a seasonally adjusted
B Growth was strongest in communication services and personal & § national composite index based
recreational services. Orders also grew strongly in retail trade, the first £ 50 o G2 CHVETe IEEs oy
L . a sales, new orders, employment,
expansion in the sector in 2007. o inventories and deliveries all
m New orders increased at a faster pace in both finance & insurance and s 2 with varying weights.
. . [
property & business services. I
B By contrast, growth in new orders slowed sharply in the e An Australia_n PS!<—" r_eading
accommodation, cafes & restaurants sector and was steady in 40 v f:o"e 50 PC_’";"S 't”d'_cates thaltl
S T 8 8 8 85 8 8 8 8 3 3 e service industry is generally
transport & storage. 2 3 £ % 2 3 € % 2 3 %2 =7 expanding, below 50 that it is
< = %" =2 = % = 1 = & = declining. The distance from 50
60 - is indicative of the strength of
EMPLOYMENT the expansion or decline.
® Employment expanded for a second consecutive month in May, the o : :
Ilv adiusted sub-index lifting 1.0 point to 53.4 £ More information can be
seasonally adjusted sub-index lifting 1.0 point to 53.4. 55 g el e e Al GreE
B In unadjusted terms, the number of sectors reporting employment . 2 web site www.aigroup.asn.au
growth was unchanged at five. §
® Growth in employment was concentrated in the busm_ess-related 5 5o SPONSOR
sectors, with transport & storage; communication services; property & é STATEMENT
business services; a.nd fmanc.e & insurance all reporting mcreases.. a g Commemweaiin Baalk is
W Personal & recreational services was the only other sector to register a 45 e delighted to be the sponsor
rise in employment, recovering from a sharp decline in April. g of the Australian PSI® and is
B Wholesale trade was the only sector to report a contraction in pleased to_be able to provide
employment in May, following flat growth previously. + the expertise of our Chief
; L K . 40 Economist Michael Blythe as
B Employment was unchanged in retail trade; accommodation, cafes & S T 4 v v 4w 8 L 8 8 5
. . ) S 2 2 2 2 2 2 2 2 2 2 2 the key spokesperson for the
restaurants; and health & community services. 2 8 8 2 8 8 2 3 2 8 % D RTEIT G SiEes el
The Commonwealth Bank is
one of Australia's premier
STOCKS &5 + service organisations and with
B Stock accumulation accelerated in May, the seasonally adjusted stocks the majority of the Australian
sub-index rising 4.0 points to 55.8. 60 eCOEOT_”Y be'}:‘_g services based
® Unadjusted, stocks expanded in five sectors (down from seven sectors g ‘(’)\:‘erefefr‘éi tw:lsl ';szo:::?z;fece
in April), with finance & insurance and health & community services g 5 g to the industry. It will provide
unchanged. § B insights and information that
B Retail trade reported the strongest increase in inventories, while S have not previously been
transport & storage and communication services expanded strongly. £ 50 availabl_e. We look forwa'rd
B Inventories were replenished moderately in property & business e o :ﬁ cc;"t'?”'lf‘g t|° ;""O;k "gth
services, following a sharp decline in April. The wholesale trade sector 2 € Austratian ndustry aroup
ol . - 45 ] to enhance and develop the
also reported a modest lift in stocks of finished goods. S Australian PSI®.
m Stocks of finished goods were run down in the personal & recreational °
) ) . v
services secto_r for a third consecutive month. o U e — Conmonwealth Bark Q
B Accommodation, cafes & restaurants also reported a reduction in S 2 2 2 2 2 2 2 2 2 2 2
. . . . . . o o o ] o ©
inventories, following a strong lift in April. 2 2 & 2 2 2 & 2 2 2 & 2
CONTACT
DELIVERIES AND INPUT COSTS He_atfhe' Ridout
B Supplier deliveries grew moderately in May, following six consecutive i?'gr:lf;cuuve’
monthly declines; the seasonally adjusted sub-index increasing 3.6 B P work 02 9466 5504
points to 51.5.
® In unadjusted terms, five sectors reported increased deliveries (down o Michael Blythe
from six in the previous month), with accommodation, cafes & s |- o Chief Economist
restaurants and personal & recreational services unchanged. % z Commonwealth Bank
. . Lo . . 3 @ work 02 9312 4135
B The largest rises in deliveries were reported in the business-related £ 60} S mobile 0414 886 027
sectors of transport & storage and communication services. S
®  Growth in supplier deliveries accelerated in the retail trade sector, ;g 55~ NTC Research
while property & business services and health & community services e www.ntceconomics.com
reported moderate rises. % o © The Australian Industry & 007
B Finance & insurance and wholesale trade were the only sectors to . g This :ubl:isc;?i'oa:isnc:;ygghr:_mp'
record a fall in supplier deliveries in the month. 2 Apart from any fair dealing for the
® Input cost increases moderated further in May, with the seasonally 40 v P“rpf’tstesd"f pdrivate S'I‘}‘dlélf" 'Esea,rc:t
. . . . ermitted unaer a Icable copyri
adjusted sub-index falling 3.1 points to 62.5. & & 88 8 858 88 8 8 5 & |pegi5|ation, e par‘tpr’])'\ay be rep’?c’)-g
B Unadjusted, inputs costs rose in eight of the nine sectors in May 2 2 & £ 2 2 & 2 2 2 & £ duced by any process or means with-
(remaining unchanged in communication services), with the rate of Z“i:g?_::::d"";'t“eg F(’)e"“'ss'm of The
. . . . U I [V} roup.
increase accelerating in just three. Deliveries Input Prices g e
B Retail trade reported the largest increase in input costs in the month. 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
May 07 May 06 | Apr07 Mar07 Feb07 Jan07 Dec06 Nov06 Oct06 Sep 06 Aug 06 re;,g:,:{gf, (',or"i,z;ive'dio bzrf;;a,'
AUSTRALIAN PSI° 56.1 51.0 52.8 51.2 51.4 50.4 50.6 50.3 51.1 50.3 50.3 ccouptinaiinancalioginvesipent
advice and does not constitute
SALES 59.1 51.9 57.0 53.6 53.1 52.4 51.5 52.1 524 52.0 51.2 financial product advice. The
Australian Industry Group does not
NEW ORDERS 58.5 52.1 52.5 53.3 534 51.0 50.1 50.6 51.5 50.2 50.8 invite and does not expect any person
to act I tat t,
EMPLOYMENT 534 508 | 524 488 496 495 497 495 500 499 505 opinion. representation or interfer-
ence expressed or implied in this
INVENTORIES 55.8 49.7 51.8 51.4 50.6 50.4 52.9 51.7 49.4 49.1 50.2 S Hestier Al s G L
DELIVERIES 51.5 49.0 47.9 479 49.0 47.7 49.6 47.3 51.0 49.2 47.8 their own enquiries and obtain their
own professional advice in relation to
INPUT PRICES 62.5 69.6 65.6 66.3 68.0 67.5 69.4 65.5 67.1 69.7 72.5 any issue or matter referred to herein

Results are based on a sample of over 200 companies.
* New monthly seasonal adjustment factors derived directly from an X-12 estimation process were introduced in April 2007.
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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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