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CONSTRUCTION GROWTH NMODERATES

KEY FINDINGS
B The national construction industry continued to expand in February
2008, although the rate of growth moderated for the second
consecutive month, due largely to renewed weakness in house and 65 - -
apartment building. x
B The seasonally adjusted Australian Industry Group/ Housing Industry €0 2
Association Performance of Construction Index (Australian PCI®) 2 s
registered 53.9 in February (4.4 points lower than in January), to « - § =
remain above the critical 50.0 points level separating expansion é 55 g E
from contraction. 5 ")
B Both engineering and commercial construction maintained growth E 0 B B 2
in February, with the commercial sector posting its highest rate a \/ ™~
of increase in the past five months. This contrasted with a fall in §’
house building activity (the first since August 2007), and a marked 45 1]
reduction in the level of apartment work, which more than offset the I I I g
upturn of the previous month. prpL NN nnAnnnnnnnnnmiiimii}g "*
®m Firms reporting weaker activity in February (primarily house and 8L 8888888 SRS EEEE555588 g
apartment builders), linked this to higher interest rates, and lower @gggggg%gggﬁggg;gggg;gﬁ 2
levels of incoming business. - - 2
B For the industry as a whole, growth in activity and new orders W australian PCI®. — 3 month moving average ]
moderated in February, resulting in a slower rate of increase in both b
employment and deliveries. a
8
CONSTRUCTION ACTIVITY AND CAPACITY 65 85 2
B In seasonally adjusted terms, the activity sub-index in February Capacity Utilisation 8
registered 53.2. o X
m This was 4.3 points below the index reading for January, indicating o N o
a slower rate of increase in total construction activity during « “g *
the month. € 55 475 2 %
B This easing reflected slightly slower growth in engineering é Sales % g
construction, and declines in house and apartment building, which é s [ | 70 :‘\a ;
offset the strengthening conditions in the commercial construction a g e
sector. 2 =
B Nevertheless, February marked the sixth consecutive month of 45 65 % ‘5
growth in the value of total construction activity, the sub-index 7.3 I I I e E
points higher than in August 2007. 20 UL NARAARAANAANAANANAAAAAN 60 !é}
®m Firms reported an average capacity utilisation rate of 78.7%, down 088888888 EEEEEE58858% [
from 82.0% in January 2008. ﬁg}g%fg;fSégE@§§§§§§§8§§§§ :
z
ACTIVITY BY SECTOR 75 - ~ E
m  Commercial construction was the best performing sector in February, 70 ]
the sub-index increasing by 7.1 points (seasonally adjusted) to 62.2, 65 o ©
its highest level since September 2007. 60 / §
®  While engineering construction continued to expand, the rate of 5 s \/\IN\/\/\ g E
growth moderated for the second straight month, the sub-index 2 /\ \ /\ a
registering 55.5, down 1.8 points from 57.3 in January. 5 50 ~ N 2
B House building recorded its first decline in six months, with the é sy ;
sub-index falling by 5.6 points to 48.8, consistent with a reduction in o 40r 2 (<]
new orders. 3B § b
B The volatility of the apartment building sector was evident in the 30 - 3 E
sector’s sub-index decline in February of 24.1 points to 43.4. This 25 =
follows an increase of almost the same magnitude in January. 74 JL T N N O T 0 T 0 . 4 g
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NEW ORDERS WHAT 15 THE
B New orders (seasonally adjusted) growth was sustained in o AUSTRALIAN PCI®?
February, due mainly to a strong lift in incoming commercial 60 e . :
construction work. § The Au}tralnan Industry G‘rolup
[ | Thfe new orders inqex for Februar.y registered 52.3, a decline of 0.5 -;E - ;:';r:::;gn I::rﬁtr%:::gc;tlon
points on the reading of the previous month. £ s Construction Index (Australian
m Despite the further rise in new orders, it was the slowest rate of g PCI®) is a seasonally adjusted
increase in the past six months. ’?3: - national composite index based
® In addition, it points to a further easing in activity in coming = on the diffusion indexes for
months, particularly given the decline in new orders in the house 40 g activity, orders/new business,
and apartment building sectors. | a deliveries and employment with
varying weights. An Australian
ppnnhnnniRAAARARAARARAAAARANN R PCI® reading above 50 points
LY ee 8888555558888 indicates construction activity
QS >0>0EbD2VYcaosS>x0>08E 2Yco i H .
LI RECHIEE PR I CR i CEERE R - oo oo oo
75 distance from 50 is indicative of
NEW ORDERS BY SECTOR + the strength of the expansion
B The apartment building sector registered the most subdued level or or decline.
of new orders, the index declining by 11.3 points to 42.1, following 651 2 . .
growth in the previous three months. 60 - ¢ Mborg |n:|ofrmat|ohn ca_nGbe
B The new orders index for house building declined by 3.9 points to g s M /\ / £ obtainedifromithe AilGroup
47.9, the first reduction since August 2007, and in line with reports £ L\ web site www.aigroup.asn.au
X [¢] f p - 50 \' i
of weaker demand. g 4 _7\ W V
B In contrast, new orders in the commercial construction sector ?—; a0 - o
expanded strongly, the index registering 61.4. This was 13.8 35l Z
points above the reading of the previous month, and indicative of %
continued strength in the investment pipeline. 30 e
® New orders in engineering construction also maintained growth in 5= CONTACT
February, although the rate of increase moderated with the index 20 A Y Heather Ridout
declining by 2.7 points to 55.6. R 2 S S % T3 % 93%%% g S < % Chief Executive,
280208235 <2533802a0=22¢& Ai Group
— Houses Apartments —— Commercial Engineering e 02 15D S
EMPLOYMENT AND WAGES z or VK I
B The continued growth in activity led to a further rise in employment g Average Weges . HIA ’
in February, although the rate of growth moderated from the solid 2 6 e 3 work 02 6245 1393
base of the previous month. 5 %
B The employment sub-index in February declined by 6.0 points % 60 60 2 NTC Economics
t0 54.9. 2 mployment g Www.ntceconomics.com
m Nevertheless, it marked the fifth consecutive month of employment § 55 55 f;‘
growth, with workforce expansion most prevalent within the £ I ]
engineering and commercial construction sectors. 2 5 | ] 50 32
B Firms signalled solid growth in wages during February, with an % %
index of 69.8 recorded, a rise of 1.9 points on the previous month. % 5 s =
o a
§ 1 IIIII 1NN III nnnmnimnnnnnmnmnnamninm © The AUStraIian IndUStry
40 40 Group, 2008
§ % § g;é g;g;é § § % E E’ % § E% E%E § § % § § This publication is copyright.
23%3532g084882833853z3zg02488¢8 Apart from any fair dealing for
the purposes of private study
95 — —95 or research permitted under
DELIVERIES INPUT COSTS AND 90 - 90 applicable cgpyright legislation,
SELLING PRICES g5 des no part may be reproduced by
® Declines in new orders in two of the four sectors monitored, 80 g0 any process or means without
contributed to a slower rate of growth in deliveries during February. 5 75k 175 fl_';]ee’XL‘:;‘;?:ET}ES;{“'S:?;U&
B The supplier delivery index stood at 56.7 in February, down by 9.7 E ok 170 " [
points on the previous month. 8 sl des Disclaimer — The Australian
B The rate of growth in input costs moderated in February but £ ol 6o Industry Group provides
nevertheless remained strong with the index at 75.4, a fall of 4.1 e sk o information services to its
points on the previous month. members and others, which
® The output cost index lifted by 2.2 points to 61.6, but remained > > include economic and industry
below the level of input cost growth, signalling continued strong 45[' I I 1 I I I I I I I I 45 peligy e fo_recastmg_ SEIVICES
X ppnninnnAANNAR nAnAARAANNR I None of the information
pressure on margins. 8888888888855555555555588 provided here is represented or
223253 288285 25 %gg f§§5 8888 implied to be legal, accounting,
financial or investment advice
= Deliveries Input Prices Average Selling prices and does not constitute
financial product advice. The
NATIONAL INDEXES Australian Industry Group
Feb 08 Feb 07 | Jan 08 Dec 07 Nov 07 Oct 07 Sep 07 Aug 07 Jul 07 Jun 07 May 07 Apr 07 does not invite and does not
AUSTRALIAN PCI® 539  51.7 58.3 59.2 532 574 552 484 488 513 451 479 f:@e;f] Z?’y zs;:g;;ztaipﬁ;ion
ACTIVITY 53.2 51.5 57.5 55.2 52.0 56.6 59.2 45.9 49.9 46.4 43.7 48.2 representation or interfarence.
- HOUSES 48.8 45.2 54.4 59.8 52.5 63.2 59.8 45.9 43.5 48.5 39.2 51.0 expressed or implied in this
- APARTMENTS 43.4 43.7 67.5 46.7 49.9 51.6 45.6 36.2 48.4 42.3 35.3 35.3 publication. The Australian
- COMMERCIAL 62.2 61.8 55.1 57.0 54.7 59.3 64.7 46.6 51.1 54.9 48.3 49.8 Industry Group has compiled
- ENGINEERING 55.5 53.5 57.3 63.1 50.1 49.6 61.8 53.8 57.3 37.8 49.5 51.1 this information in conjunction
CAPACITY 78.7 na 82.0 na na na na na na na na na with information provided by
NEW ORDERS 523 50.9 528 593 542 557 588 511 483 576 425 474 fiAYAllreadersimustmake
WAGES 69.8 na 67.9 na na na na na na na na na g:i'ari2"::;“3;:'25;%(:“0”&]l
EMPLOYMENT 54.9 55.2 60.9 59.7 50.9 60.1 48.3 48.2 47.1 51.7 48.8 47.4 advice in relation to any issue
DELIVERIES 56.7 47.9 66.4 66.0 57.7 57.9 51.5 48.2 50.5 47.7 47.3 49.0 o P e e s
INPUT PRICES 75.4 72.3 79.5 84.4 87.4 80.7 75.3 81.4 79.6 81.3 74.4 71.8 before making any financial or
SELLING PRICES 61.6 na 59.4 na na na na na na na na na other decision. The Australian
Results are based on a sample of 120 companies. Industry Group accepts no
* Seasonal adjusted results are based on factors derived from NTC Economics construction indexes, adjusted for Australian conditions. responsibility for any act or
The capacity utilisation, wages and selling prices indexes are reported in unadjusted terms. omission by an person relying
in whole or in part upon the
) Supported by: ‘_&‘_ contents of this publication.
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