
 

Sharp drop in services during August 
Australian PSI® 
Aug 2016: 45.0↓  

USA Flash PSI 
August 2016: 50.9↓  
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August 2016: 53.1 ↑ 

UK Markit PSI 
July 2016: 47.4 ↓ 

Japan Nikkei PSI 
July 2016: 50.4 ↑ 

China Caixin PSI 
July 2016: 51.7 ↓ 

KEY FINDINGS 

 The Australian Industry Group Australian Performance of Services Index (Australian PSI®) 
fell by 8.9 points to 45.0 points in August. This was the lowest reading of the Australian PSI®  
since November 2014 and marks a return to contraction after three months of growth (results 
above 50 points indicate expansion, with higher numbers indicating a stronger rate of 
expansion). 

 All five of the activity sub-indexes in the Australian PSI® fell below 50 points in August. Sales 
(43.7) fell 15.7 points, stocks (44.4) fell 8.4 points, employment (43.5) fell 6.5 points, new 
orders (47.5) fell by 4.7 points and deliveries (46.1) fell 8.4 points to 46.1 points. 

 Five of the nine services sub-sectors in the Australian PSI® expanded in August (three 
month moving averages and thus reflecting their performance over June-July-August rather 
than for the month of August only). These included finance and insurance (55.1), retail trade 
(55.0) personal and recreational services (54.5), communication services (52.4) and 
wholesale trade (51.9). The giant health and community services sub-sector (49.9) remained 
broadly steady over the month. Contraction was evident in property and business services 
(46.1), accommodation, cafes and restaurants (43.2), and transport and storage (32.9), 
which reached a record low for this sub-sector. 

 Respondents to the Australian PSI® suggested the usual winter lull may have been deeper 
and longer this year, with no major events, product launches or announcements to bolster 
confidence and consumption. Any boost to consumer spending arising from the conclusion 
of the Federal election in July appears to have passed quickly. 

 

ACTIVITY SUB-INDEXES 

 The new orders sub-index dropped 4.7 points to 47.5, after being in positive territory for most 
of 2016. This signals a likely retreat in sales and activity in coming months. 

 The supplier deliveries sub-index decreased by 8.4 points to 46.1 points in August while the 
stocks sub-index (44.4) fell by 8.4 points. Further contraction in these sub-indexes suggest 
services businesses are seeking to contain their inventories and holding costs.  

 The sales sub-index fell 15.7 points to 43.7 points. This was the lowest result for this sub-
index since December 2015. It marked a return to contraction after seven months of stability 
or moderate growth. 

 The employment sub-index fell 6.5 points to 43.5 points. This was the lowest result for this 
sub-index since April 2009, reflecting the slower growth in job vacancies, employment and 
work hours that has been evident in ABS and other labour market data in 2016.  

 Capacity utilisation* across the services sector improved (up 1.9 percentage points) to 79.2 
per cent of available capacity in August compared to 77.3 per cent in July.  

PRICES SUB-INDEXES 

 Input prices grew at a faster pace in August, with the sub-index rising by 4.6 points to 59.9 
points. It reflects price rises for imported inputs (particularly in wholesale and retail trade) due 
to the lower but rather volatile dollar through 2016. Higher import prices tend to flow through 
with a time lag, following the dollar. 

 After remaining broadly stable for the previous three months, the wages sub-index* lifted 3.5 
points to 52.9 points in August. This was in contrast to the apparent fall in employment in 
August, suggesting a patchy labour market and possible pockets of skill shortages. 

 After recovering somewhat in July, the selling prices sub-index* fell 9.1 points to 43.3 points, 
reversing the gains that occurred over the previous month. This indicates that services 
businesses remain under intense pressure to be more price-competitive in a weaker market. 

  
* From March 2016, the Australian PSI® sub-indexes for capacity utilisation, wages and 
selling prices are reported on a seasonally adjusted basis (previously unadjusted).  
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RETAIL TRADE; WHOLESALE TRADE * 

 The retail trade sub-sector expanded for a fifth consecutive month in August but at a slower 
pace than in June and July, with the sector’s sub-index falling by 10.0 points to 55 points. 
This is in line with recent ABS retail sales data which suggest weaker sales growth in the 
more discretionary non-food retail categories in recent months. Retail sub-sector 
respondents suggested that colder, wetter weather in August may have deepened the usual 
winter lull in sales. Some are concerned they may see a return to the weaker conditions 
experienced in 2015-16.  

 

 The wholesale trade sub-sector grew by 3.0 points over August to 51.9 points, its highest 
level since January 2011. Wholesaling respondents to the Australian PSI® reported a 
recovery in sales and new orders in August, following years of flat or contracting activity. 

 

HOSPITALITY; HEALTH SERVICES; RECREATIONAL SERVICES * 

 The accommodation, cafes and restaurants (‘hospitality’) sub-sector continued to decline 
in August but at a slightly slower pace, with its sub-index rising by 2.9 points to 43.2 points. 
This marks the fifth month in contraction, in response to weaker employment and incomes 
growth and a low inflation environment all of which may be causing consumers to be more 
cautious and to reduce their discretionary spending.   

 

 The personal and recreational services sub-sector reversed several months of 
contraction, with its sub-index increasing by 7.8 points to 54.5 points in August. This sub-
sector experienced growth in sales, new orders, stocks and deliveries, while employment 
remained steady.   

 

 The very large health and community services sub-sector continued its stable run in 
August. Its sub-index fell 0.3 points to remain broadly balanced at 49.9 points. Sales, new 
orders and employment fell, while stocks grew and deliveries were stable. 

 

PROPERTY AND BUSINESS SERVICES; FINANCE SERVICES * 

 The property and business services sub-sector’s index fell 3.0 points to 46.1 points in 
August, after four months of relatively stable conditions. Conditions in this sub-sector have 
been weak in 2016, reflecting a reduction in activity in the relatively large professional 
services segment, that has outweighed growth in the smaller real estate services segment. 
Respondents to the Australian PSI® in this sub-sector reported weaker sales, new orders, 
stocks and deliveries as well as increasing input costs and higher wages, suggesting that 
businesses within this sub-sector are experiencing tightening margins. 

 

 The large finance and insurance sub-sector (including banking, insurance, superannuation 
and financial advisory services) continued its run of expansion in August but at a slower 
pace, with the sub-index falling by 6.9 points to 55.1 points. This was the seventh month of 
expansion for this sub-sector, but growth is moderating. Respondents to the Australian PSI® 
noted rising input costs and weaker sales in this sub-sector in August.  

COMMUNICATION SERVICES; TRANSPORT SERVICES * 

 Communications services continued to grow in August but at a slower pace, with its sub-
index falling by 0.8 points to 52.4 points. This continued the growth that was evident in July, 
following years of contracting or flat growth. Respondents to the Australian PSI® noted 
falling sales, stocks and employment in their sub-sector in August.  

 

 Transport and storage services fell into an even deeper rate of contraction with the sector’s 
sub-index declining by another 0.6 points to 32.9 points in August. This was the lowest 
reading for this sub-index in the history of the Australian PSI® series (dating back to 2003). 
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Australian PSI® 45.0 -8.9 49.7 Supplier Deliveries 46.1 -8.4 49.6 

Sales 43.7 -15.7 51.2 Input Prices 59.9 4.6 62.3 

New Orders 47.5 -4.7 50.3 Selling Prices  43.3 -9.1 49.0 

Employment 43.5 -6.5 48.3 Average Wages  52.9 3.5 53.1 

Stocks 44.4 -8.4 48.6 Capacity utilisation  79.2 1.9 76.1 

* All sub-sector indexes in the Australian PSI® are reported as three month moving averages (3mma), so as to better identify the trends in these volatile monthly data. 

What is the Australian PSI®? The Australian Industry Group 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. For further economic analysis and information from the Australian Industry Group, visit 
http://www.aigroup.com.au/economics. *For further information on international PMI data, visit http://www.markiteconomics.com or http://www.cipsa.com.au. 
© The Australian Industry Group, 2015. This publication is copyright. Apart from any fair dealing for the purposes of private study or research permitted under applicable copyright legislation, no part may be 
reproduced by any process or means without the prior written permission of The Australian Industry Group. Disclaimer: The Australian Industry Group provides information services to its members and others, 
which include economic, and industry policy and forecasting services. None of the information provided here is represented or implied to be legal, accounting, financial or investment advice and does not 
constitute financial product advice. The Australian Industry Group does not invite and does not expect any person to act or rely on any statement, opinion, representation or interference expressed or implied 
in this publication. All readers must make their own enquiries and obtain their own professional advice in relation to any issue or matter referred to herein before making any financial or other decision. The 
Australian Industry Group accepts no responsibility for any act or omission by any person relying in whole or in part upon the contents of this publication.  
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