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CONSTRUCTION GROWTH CONTINUES,
BUT EASES IN MOST SECTORS

KEY FINDINGS
B The national construction industry expanded for a fifth consecutive
month in January 2008, although at a slightly slower rate than in 65 PS
December 2007, due to lower levels of growth in house building,
engineering and commercial construction.
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B At 58.3, down by 0.9 points on the previous month, the seasonally
adjusted Australian Industry Group/ Housing Industry Association
Performance of Construction Index (Australian PCI®) remained above
the critical 50.0 points level separating expansion from contraction.

B Despite a strong upturn in apartment building activity in January,
firms engaged in other sectors of the industry reported an easing
in market demand and fewer opportunities to tender. Residential
builders also cited concerns about higher interest rates and lower 45
consumer confidence, as key factors constraining growth.

B For the industry as a whole, activity registered higher growth in
January (on the back of stronger apartment building), leading to
further gains in employment and deliveries.

m Strong demand pressures continued to generate a high rate of
increase in construction costs, although growth moderated for the
second consecutive month.
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CONSTRUCTION ACTIVITY AND CAPACITY 65 -85

B In seasonally adjusted terms, the activity sub-index in January Capacity Utilisation _
registered 57.5.

B This was 2.3 points above the index reading for December, indicating
a higher rate of increase in total construction activity during January.

® The higher growth outcome for January was driven by a strong
upturn in apartment building (following declines in the previous two
months), which offset a moderation in activity growth in the three
other major sectors.

m It also marked the fifth consecutive month of growth in the value of
total construction activity, the sub-index 13.8 points above the most 45
recent low point of May 2007.

B Firms reported an average capacity utilisation rate of 82.0%.
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ACTIVITY BY SECTOR e 2
m Apartment building was the best performing sector in January. 70~
However, the increase in the activity sub-index of 20.8 points 65

(seasonally adjusted) to 67.5 was off a low base, and represented 60

only the third month of growth since the start of Australian PCI® S5

readings in September 2005. /\ ) /\
<7

B House building activity continued to expand, although growth in %
January was down on the level of the previous month, the sub-index
falling by 5.4 points to 54.4.

B The engineering construction sub-index registered 57.3, a pull-back 35
of 5.8 points on the previous month, to signal a moderation in 0
growth. 25

m Commercial construction growth was also less marked, the sub-index 0 R T Y Y R R ¢
declining by 1.9 points in January to 55.1.
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NEW ORDERS R ——

B New orders growth (seasonally adjusted) weakened in January, 2 AUSTRALIAN PCI®?
mainly reflecting softer demand in the house building sector and a 60 8 . )
decrease in new commercial construction work. x g Th:()ﬁ:;tra:r%nul;du,?;:;g;:i%

B The new orders index for January registered 52.8, a decline of 6.5 § Australiagn Perforr)r/]ance of
points on the reading of the previous month. 5 5 Construction Index (Australian

m Despite expanding, it was the lowest rate of increase in new orders 3 PCI®) is a seasonally adjusted
over the past five months. a o national composite index based

m It also signalled the likelihood of a further moderation in growth of = on the diffusion indexes for
total construction activity during coming months. 40 ‘ ‘ I ‘ ‘ ‘ ‘ ‘ ‘ g activity, orders/new business,

a8 deliveries and employment with
varying weights. An Australian
ppennnnnnnnnnnnnnnmnnnmimimiii)g PCI® reading above 50 points
8888888888855656565556555538 indicates construction activity
8878238833585 a73223883856 is generally expanding; below
SEE233850200e=<23333026°5 SO?thatit}ilsdepclining?The
75 — distance from 50 is indicative of

NEW ORDERS BY SECTOR + the strength of the expansion

B The commercial construction sector registered the most subdued r or decline.
level of new orders, the index declining by 12.6 points to 47.6, in s ;‘ . .
line with reports by firms of a lower acquisition of new contracts. 60 = § Mbor? |n:;ofrmatlohn c:_nGbe

B For engineering construction, the index stood at 58.3. This was only 3 ssf /\ / = Svetslsr:e W:;VT ; erou' ar;):zu
1.2 points below the previous month’s reading, and indicative of < 50 — - \\ clgretnasn.
continued strength in the investment pipeline. % 45 _\/ W V

® The new orders index for house building declined by a marked 8.8 ?DE 20 o
points to 51.8, although it was the fifth consecutive month that sk H
firms, on aggregate, have lifted their uptake of new work. g

B The apartment sector posted a moderation in new orders growth in o0 e
January (the index down by 1.5 points to 53.4). Nevertheless, it was s CONTACT
the third straight month of growth, pointing to the likelihood of 20 A Y Heather Ridout
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further expansion of activity in the near term. :% 53253 g 5 g ; £ ::: \;f 385 i?z:fjscutwe,
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EMPLOYMENT AND WAGES = pemgevioges 1] = S,

B The continued growth in activity led to stronger workforce S m HIA
expansion in January. :é o5 % %i work 02 6245 1393

B The employment sub-index in January increased by 1.2 points ° 3 .
t0 60.9. g 60 [~ 60 g NTC Economics )

®m This was the highest rate of increase since January 2006, and the f Empoyment ;Dg RS AT
fourth consecutive month of employment growth. 2 5 55 g

B Increases in employment were dominated by firms expanding £ I S
on-site employee numbers and the use of sub-contractors on % 50 | | | H 50 g
engineering construction projects. g ol

B Firms signalled solid growth in wages during January, with an index i 45 I I I | ‘ I | | 45 %
of 67.9 recorded. o °
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the purposes of private study
95 = 95 or research permitted under

DELIVERIES INPUT COSTS AND 90 |- — %0 applicable cgpyright legislation,

SELLING PRICES 5 s no part may be reproduced by

m Supplier deliveries continued to increase in January to meet 80 80 any process or means without
expanding activity requirements, and as a safeguard against 5 75k 475 e pIiter U0 IS i
expected future rises in input costs. i 70k 470 The Australian Industry Group.

B The supplier delivery index stood at 66.4 in January (up by 0.4 points g 65 - 65 Disclaimer — The Australian
on the previous month), to be at a 24-month high level. E 0 |- 60 Industry Group provides

B Input costs registered further strong growth, although the rate of sk I I I | s information services to it.s
increase moderated in January, declining by 4.9 points to 79.5. % 1 I | _ m o _membe"s and Ot_he"sr V}’h'Ch

m The price of construction outputs rose at a lesser rate than input s I I I I I I I I I I I I i '"gllitéd‘zre];"f';‘:g';;izd 'S’;?\Ll’isctg
costs, the index registering 59.4, signalling strong pressure on 0 I.I.I.l. AL III ) III ) .I.I. AAANANIDS ﬁoneyof . informatgion ’
profit margins. 888888888885555555558558 provided here is represented or

28855325028 523858532583288¢8 implied to be legal, accounting,
financial or investment advice
= Deliveries Input Prices Average Selling prices and does not constitute

financial product advice. The
Australian Industry Group
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Jan 08 Jan 07 |Dec 07 Nov 07 Oct07 Sep 07 Aug 07 Jul 07 Jun 07 May 07 Apr 07 Mar 07 does not invite and does not
AUSTRALIAN PCI® 58.3 48.4 59.2 53.2 57.4 55.2 48.4 48.8 51.3 45.1 47.9 51.1 expect any person to act or
ACTIVITY 57.5  50.6 55.2 52.0 56.6  59.2 459 499 464 437 482 486 rely on any statement, opinion,
- HOUSES 54.4  48.9 59.8 52.5 63.2 59.8 459 435 485 392 510 444 representation on interference
 APARTMENTS 675 476 | 467 499 516 456 362 484 423 353 353 413 IR G IS T
- COMMERCIAL 55.1  60.5 57.0 54.7 59.3  64.7 46.6  51.1 549 483 498  45.0 f’ndustry Group has compiled
- ENGINEERING 57.3 45.7 63.1 50.1 49.6 61.8 53.8 57.3 37.8 49.5 51.1 61.7 this information in conjunction
CAPACITY 82.0 na na na na na na na na na na na with information provided by
NEW ORDERS 52.8  44.4 59.3 54.2 55.7 588 51.1 48.3 57.6 425 47.4 543 HIA. All readers must make
WAGES 67.9 na na na na na na na na na na na their own enquiries and
EMPLOYMENT 60.9  46.8 59.7 50.9 60.1 483 482  47.1 51.7 488 474 513 obtain their own professional
DELIVERIES 66.4 54.4 66.0 57.7 57.9 51.5 48.2 50.5 47.7 473  49.0 49.2 advice injrelation tojanyjissile
INPUT PRICES 795 757 844 874 807 753 814 796 813 744 718 683 o matter GBI 0 [l
efore making any financial or
SELLING PRICES 59.4 na na na na na na na na na na na sl cladiem. The Ausiram

Results are based on a sample of 120 companies.
* Seasonal adjusted results are based on factors derived from NTC Economics construction indexes, adjusted for Australian conditions.
The capacity utilisation, wages and selling prices indexes are reported in unadjusted terms.

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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