
Services activity continues  
to suffer from weak demand 

JANUARY 2009

Key findings
■	 Services sector activity fell for a 10th consecutive month in January, 

although at a slightly slower pace than in December. 
■	 The seasonally adjusted Australian Industry Group/Commonwealth 

Bank Performance of Services Index (Australian PSI®) rose slightly, 
by 1.7 points to 41.0, still well below the 50.0 level separating 
expansion from contraction. 

■	 The decelerated rate of contraction in overall activity largely reflects 
a slower rate of decline in the retail trade; wholesale trade; and 
accommodation, cafés & restaurants sectors and the re-emergence of 
growth in communication services. This might be evidence of a modest 
impact on spending as a result of recent fiscal stimulus measures.

■	 January’s outcome for overall services activity reflected further 
falls in sales and new orders. Previous months’ weakness in both 
these components of the index was reflected in further falls in 
employment and supplier deliveries.

■	 Sales continue to be drawn from inventories, with January seeing a 
ninth consecutive fall in stock levels.

■	 Services activity fell in all states, albeit at a slower pace in all except 
Western Australia and Queensland.
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Sectors
■	 Seasonally adjusted, activity rose only, and just marginally, in the 

communication services sector. This compared with growth in only 
the health & community services sector in December.

■	 The retail trade and accommodation, cafes & restaurants sectors 
saw activity levels continue to fall, though at a slower rate than 
in December.

■	 The finance & insurance sector saw activity fall faster in January 
as global financial sector woes continue to affect the domestic 
industry. The health & community services sector saw a return to 
contraction, following a solid lift in activity in December.

■	 Personal & recreational services recorded the strongest fall in 
activity in January. Property & business services, due to the  
continued weakness in the real estate sector; transport & storage; 
and wholesale trade also recorded significant falls in activity.

Sales and capacity
■	 Sales of services fell for the eighth consecutive month in January, 

though at a slightly slower pace than in December. The seasonally 
adjusted sales sub-index rose by 0.9 points to 39.2.

■	 Unadjusted, only two sectors recorded sales growth in January, the 
same number as in December. However, growth in retail trade and 
communication services sales was only modest and followed five 
and six months respectively of significant declines.

■	 The personal & recreational services and accommodation, cafes 
& restaurants sectors saw sharp falls in sales in January. Similar 
significant levels of decline were also experienced in the finance & 
insurance; property & business services; and wholesale trade sectors.

■	 The health & community services and transport & storage sectors 
saw relatively moderate falls in sales in January, but both suffered a 
sharp turnaround from solid growth in December.

■	 In line with falling activity levels capacity utilisation eased back 
from 76.9% in December to 75.1%.



New orders
■	 New orders continued to fall solidly in January. The seasonally adjusted 

sub-index fell slightly, by 0.1 points to 37.9.
■	 In unadjusted terms, only retail trade reported an, albeit mild, rise in 

new orders, down from two sectors reporting rises in December.
■	 Most other sectors saw sharp declines in new orders, with the worst 

affected being the wholesale trade and finance & insurance sectors.
■	 New orders in the personal & recreational services and accommodation, 

cafes & restaurants sectors also fell significantly, with consumers 
remaining uncertain in the face of rising unemployment. For similar 
reasons, new orders in property & business services also fell sharply.

■	 Both the health & community services and transport & storage sectors 
saw a sharp turnaround from solid orders growth in December to 
contraction in January.

■	 The communication services sector saw a mild fall in new orders.

What is the 
AUSTRALIAN PSI®?
The Australian Performance  
of Services Index (Australian 
PSI®) is a seasonally adjusted 
national composite index based 
on the diffusion indexes for 
sales, new orders, employment, 
inventories and deliveries all 
with varying weights.

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 
is indicative of the strength of 
the expansion or decline.

More information can be 
obtained from the Ai Group 
web site www.aigroup.com.au
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of the Australian PSI® and is 
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Economist Michael Blythe as 
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The Commonwealth Bank is 
one of Australia's premier 
service organisations and with 
the majority of the Australian 
economy being services based 
we believe this important piece 
of research will add real value 
to the industry. It will provide 
insights and information that 
have not previously been 
available. We look forward 
to continuing to work with 
the Australian Industry Group 
to enhance and develop the 
Australian PSI®.
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NATIONAL INDEXES 
	 Jan 09	 Jan 08	 Dec 08	 Nov 08	 Oct 08	 Sep 08	 Aug 08	 Jul 08	 Jun 08	 May 08	 Apr 08
Australian PSI®	 41.0 	  54.2 	 39.3 	 37.8	  42.1	 44.9 	  39.3 	  42.8	 45.4 	  49.7	  47.3
SALES	  39.2	  57.1 	  38.3 	  33.3	  40.0	  42.2 	  35.9 	  41.8 	  42.6 	  53.4	  43.6
CAPACITY (%)	 75.1 	  81.1 	  76.9 	  75.3 	  75.8 	  75.5	 74.3 	  76.1 	  76.2 	  78.1 	  76.4
NEW ORDERS	 37.9 	  52.0 	  38.0 	  35.3	 38.7	  44.5 	  38.4 	  41.6 	 44.4 	  45.4 	  43.6
EMPLOYMENT	 45.0 	  54.4 	  42.1 	  42.0 	  46.9	  47.0 	  44.4	  42.2	  48.2 	 51.9 	 51.1
WAGES	 54.9	  64.8	  53.8	  55.0 	  60.5	  62.3 	 61.0 	  67.8 	  61.9 	  63.6 	  61.2
INVENTORIES	 41.1 	 52.2	  45.4 	 43.4 	  45.0	  46.0 	  42.9 	 46.8 	  48.6 	 49.7 	 54.0
DELIVERIES	 42.5	 54.2	  34.7	  38.7	 41.4 	 45.7 	  35.4 	  44.8 	 44.8	 47.2 	 48.7
INPUT PRICES	 65.3	 72.0 	  69.1	  70.2 	 75.3 	 71.0 	 73.9 	 78.6	  76.8 	 75.1	 73.5
SELLING PRICES	 53.0 	  60.7 	 53.3	 53.0 	 53.8 	  52.5	  53.2 	  52.4	 53.5 	  53.6	 57.9
Results are based on the responses of around 200 companies. New monthly seasonal adjustment factors, derived directly from an X-12 estimation 
process were introduced in April 2008. The capacity utilisation, wages and selling prices indexes are reported in unadjusted terms.

Supported by:

Employment and wages
■	 Services sector employment fell for an eighth consecutive month in 

January, though at a slower pace than in December. The sub-index rose 
by 2.9 points to 45.0.

■	 Unadjusted, employment rose in only one sector, finance & insurance. 
This compares with an increase in only the accommodation, cafes & 
restaurants sector in December.

■	 The largest falls were recorded in the consumer-related sectors of 
wholesale trade; retail trade; and accommodation, cafes & restaurants.

■	 The ongoing decline in economic activity was also reflected in 
significant job losses in the transport & storage and property & business 
services sectors.

■	 Employment fell modestly in the communication services; health & 
community services; and personal & recreational services sectors.

■	 Wages growth rose slightly in January, with the sub-index rising by 1.1 
points to 54.9.

Stocks
■	 Reflecting ongoing declines in sales and new orders since mid-2008, 

orders are continuing to be filled through a reduction in stock levels. 
The seasonally adjusted inventories sub-index fell by 4.3 points to 41.1 
in January.

■	 Unadjusted, stocks rose in one sector, communication services, down 
from three in December.

■	 Inventories fell most heavily in the retail trade; accommodation, cafes 
& restaurants; transport & storage; and finance & insurance sectors.

■	 More moderate falls in stock levels were experienced in the wholesale 
trade; property & business services; health & community services; and 
personal & recreational services sectors.

Deliveries, input costs, selling prices
■	 Supplier deliveries continued to fall in January, though at a significantly 

slower pace than in December, with the sub-index rising 7.8 points 
to 42.5.

■	 Unadjusted, deliveries rose in only one sector in January, personal & 
recreational services, compared to a rise in only health & community 
services in December.

■	 Wholesale trade; accommodation, cafes & restaurants; transport & 
storage; property & business services; and finance & insurance reported 
the largest declines in deliveries in January.

■	 Moderate falls in deliveries were reported in the retail trade; 
communication services; and health & community services sectors. 

■	 Seasonally adjusted, input cost growth eased for the third consecutive 
month in January, with the sub-index falling by 3.8 points to 65.3. 
Unadjusted, costs growth eased in seven sectors.

■	 Growth in selling prices remained essentially stable in January, the sub-
index falling slightly by 0.3 points to 53.0.


