
Decline in services  
continues to moderate

august 2009

Key findings
■	 Conditions in the services sector continued to improve in August, 

with a moderation in the rate of decline in activity.
■	 The seasonally adjusted Australian Industry Group/Commonwealth 

Bank Performance of Services Index (Australian PSI®) rose by 3.9 
points to 48.0 to be 14.4 points above the low of February 2009.

■	 Sales and new orders fell only slightly in the month, while the 
employment sub-index lifted to a 14-month high, falling just short 
of the 50.0 level separating expansion from contraction.

■	 A reduced reliance on existing inventories was accompanied by the 
highest reading of the supplier deliveries sub-index since May 2008.

■	 All sectors, excluding wholesale trade and health & community 
services, recorded an improved index reading in the month, with 
activity expanding in four sectors. 

■	 Firms cited benefits from improvements in consumer and business 
confidence, business investment, and housing sector conditions, 
illustrating the continuing role of monetary and fiscal stimulus in 
supporting the economy.

■	 Activity expanded in three states: South Australia; Victoria; and 
Tasmania, and was broadly steady in New South Wales.
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Sectors
■	 In seasonally adjusted terms, activity rose in four sectors in 

August, compared with just one in the previous month, although 
growth was only modest in personal & recreational services; retail 
trade; and transport & storage.

■	 The accommodation, cafés & restaurants sector recorded a strong 
increase in activity, following a solid decline in July.

■	 Activity was broadly steady in property & business services and 
finance & insurance, supported by the recent stabilisation in 
business confidence.

■	 Wholesale trade registered the strongest decline in August, 
extending to 16 the number of consecutive months of contraction 
in the sector.

■	 Falls were also reported in the communication services and health 
& community services sectors. 

Sales and capacity
■	 The seasonally adjusted sales sub-index rose 1.6 points in August to 

49.1, marginally below the 50.0 separating growth from decline.
■	 Unadjusted, sales increased in two sectors, the same number as in 

July, with retail trade unchanged.
■	 Accommodation, cafés & restaurants reported the strongest growth 

in August, following heavy declines in the preceding two months. 
■	 Sales of property & business services expanded for a second 

consecutive month.
■	 The wholesale trade; communication services; and transport & 

storage sectors recorded the largest falls in sales.
■	 Sales also declined in personal & recreational services; finance & 

insurance; and health & community services.
■	 Capacity utilisation lifted by 2.7 percentage points from the series 

low in July to 73.5% (unadjusted).



New orders
■	 Like sales, the seasonally adjusted new orders sub-index improved in 

the month, increasing by 1.4 points to 47.1.
■	 In unadjusted terms, three sectors reported growth in new orders, up 

from one in July, with health & community services unchanged.
■	 New orders grew strongly in the accommodation, cafés & restaurants 

sector. Personal & recreational services and property & business services 
also recorded an expansion in August. 

■	 The rate of contraction in new orders eased in retail trade and 
transport & storage.

■	 Orders also declined in communication services; finance & insurance; 
and wholesale trade, following flat or moderate growth in July.

What is the 
AUSTRALIAN PSI®?
The Australian Industry 
Group – Commonwealth Bank 
Australian Performance of 
Services Index (Australian PSI®) 
is a seasonally adjusted national 
composite index based on the 
diffusion indexes for sales, 
orders/new business, deliveries, 
inventories and employment 
with varying weights. An 
Australian PSI® reading above 
50 points indicates services 
activity 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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Supported by:

Employment and wages
■	 The decline in services sector employment eased to its slowest pace in 

14 months in August, with the seasonally adjusted sub-index rising by 
3.2 points to 48.6.

■	 On an unadjusted basis, employment increased in two sectors, the same 
number as in the previous month, and remained steady in retail trade; 
finance & insurance; and health & community services.

■	 Employment expanded in the consumer-related sectors of personal & 
recreational services and accommodation, cafés & restaurants, the first 
increase in either sector in 2009.

■	 The heaviest falls in employment were recorded in transport & storage 
and wholesale trade.

■	 Property & business services and communication services also registered 
declines in employment in the month.

■	 Average wages growth moved lower in August, with the unadjusted 
sub-index easing from 55.6 to 53.6. 

 
Stocks
■	 Inventories of finished goods were run down at a significantly slower 

pace in August, with the seasonally adjusted sub-index increasing 11.1 
points to 47.9.

■	 Unadjusted, two sectors reported an accumulation in stocks, compared 
with only health & community services in July.

■	 The retail trade and accommodation, cafés & restaurants sectors each 
reported a significant build-up in inventories in the month.

■	 Inventories fell most heavily in the personal & recreational services; finance 
& insurance; wholesale trade; and health & community services sectors.

■	 Elsewhere, inventories were run down at a faster pace in 
communication services and declined for a fifth consecutive month in 
property & business services.

■	 Stock levels were unchanged in the transport & storage sector.

Deliveries, input costs, selling prices
■	 Supplier deliveries to services firms also fell at a more moderate rate in 

August; the seasonally adjusted sub-index lifting 8.6 points to 47.0.
■	 In unadjusted terms, deliveries expanded in personal & recreational 

services and accommodation, cafés & restaurants, compared with only 
health & community services in July.

■	 The strongest declines in deliveries were in communication services; 
wholesale trade; and property & business services.

■	 More moderate falls were registered in the health & community 
services; retail trade and finance & insurance sectors.

■	 Growth in input costs eased in August, the seasonally adjusted sub-
index falling 1.7 points to 63.9.

■	 Input costs were higher in all sectors, with wholesale trade reporting 
the largest increase.

■	 Selling prices were broadly steady in the month, with the sub-index 
dropping 2.6 points to 50.4 (unadjusted).

AUSTRALIAN PSI®*
	 August 2009	 July 2009	 Monthly Change	 Direction	 Rate of Change	 Trend**(Months)
Australian PSI®	 48.0	 44.1	 +3.9	 Contracting	 Slower	 2
Sales	 49.1	 47.5	 +1.6 	 Contracting	 Slower	 2
New Orders	 47.1	 45.7	 +1.4	 Contracting	 Slower	 2
Employment	 48.6	 45.4	 +3.2	 Contracting	 Slower	 15
Supplier Deliveries	 47.0	 38.4	 +8.6	 Contracting	 Slower	 17
Inventories	 47.9	 36.8	 +11.1	 Contracting	 Slower	 15
Input Prices	 63.9	 65.6	 -1.7	 Expanding	 Slower	 79
Selling Prices	 50.4	 53.0	 -2.6	 Expanding	 Slower	 2
Wages	 53.6	 55.6	 -2.0	 Expanding	 Slower	 2
Capacity Utilisation (%)	 73.5	 70.8	 +2.7% pts	 Expanding	 na	 na
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 2009.
* Australian PSI® data is seasonally adjusted for sales, new orders, employment, supplier deliveries, inventories and input prices.
** Number of months moving in current direction.


