
POSITIVE START TO THE YEAR FOR SERVICES SECTOR
Australian PSI®
Jan 2017: 54.5↓

USA Flash PSI
Jan 2017: 55.1↑

Eurozone Flash PSI
Jan 2017: 53.6 ↑

UK Markit PSI
Dec 2016: 56.2 ↑

Japan Nikkei PSI
Dec 2016: 52.3 ↑

China Caixin PSI
Dec 2016: 53.4 ↑

KEY FINDINGS
 The Australian Industry Group Australian Performance of Services Index (Australian

PSI®) continued to expand in January but at a slower pace than in December, with the
index dropping 3.2 points to 54.5 points (results above 50 points indicate expansion,
with higher numbers indicating a stronger rate of expansion). This marks a third month
of growth following three months of stability or contraction in the September quarter of
last year.

 Four of the five activity sub-indexes in the Australian PSI® were above 50 points and
indicated expansion in January (seasonally adjusted data). Deliveries grew strongly,
lifting by 10.2 points to 61.0 points in January, the highest reading since the sub-index
began. Sales continued to grow solidly in January (57.4 points), while employment
continued to grow (53.8 points) although at a slower pace than in December (56.6
points). New orders remained expansionary (51.8 points) but the rate of growth slowed.
Stocks fell into contractionary territory, losing 6.7 points to reach 45.9 points.

 Six of the nine services sub-sectors in the Australian PSI® expanded in January (trend
data). Personal and recreational services continued to grow strongly (65.0 points), while
finance and insurance strengthened (62.7 points). Retail trade and wholesale trade
both improved (55.6 points and 58.2 points respectively). Property and business
services grew at a slightly faster pace (54.0 points), as did transport and storage (51.6
points and the first time the sub-sector has grown since September 2011). Health and
community services was stable in January (50.8 points). Communication services
contracted for a fourth month (47.4 points), while the hospitality sub-sector
(accommodation, cafes and restaurants) shrank for a thirteenth month (43.9 points).

 A number of regional respondents to the Australian PSI® noted that a good agricultural
season (crops and prices) are having a positive impact on some services sectors.
Positive factors for others include better customer confidence and demand and the
relatively low Australian dollar in January. Problems included the cost of utilities, lack of
disposable income, auto industry closures and lower demand from mining businesses.

ACTIVITY SUB-INDEXES
 Sales grew solidly in January but at a somewhat slower pace than in December. The

sub-index registered 57.4 points, down 4.7 points from 62.1 in December.
 New orders remained positive but slower, dropping 8.6 points to 51.8 points.
 Employment grew but moderated in January, with the sub-index dropping 2.8 points to

53.8 points (down from 56.6 points in December).
 The supplier deliveries sub-index in the Australian PSI® rose strongly in January lifting

10.2 points to 61.0 points over the month. This was the highest monthly reading for the
deliveries sub-index since this series began in 2009.

 The stocks (inventories) sub-index fell 6.7 points to 45.9 points, returning to contraction
(under 50 points) after a single month of expansion in December.

 Capacity utilisation across the services sector fell by 3.3 percentage points to 75.0% of
available capacity in January, slightly below its long-run average of 75.3%. Capacity
utilization in the Australian PSI® has averaged 76.6% over the past year.

PRICES SUB-INDEXES
 Input prices continued to rise in January but at a slower pace than in December with the

sub-index for input prices falling by 2.4 point to 59.7 points.
 The wages sub-index indicated an expansion in wages for a sixth month, with the rate

of growth accelerating as it rose by 8.3 points to 60.9 points in January. This was the
sixth month of expansion for the sub-index (results over 50 points), which suggests
services businesses are lifting wages after an extended period of very weak wages and
prices growth in 2015-16.

 Selling prices were stable in January (50.0 points), returning to the mainly flat or
contractionary pricing conditions seen across much of 2016 for the services sector.
Some respondents to the Australian PSI® said the amenable exchange rate, positive
flows from the agricultural sector and stronger customer demand are having a positive
effect on businesses pricing within the large and diverse services sector.
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RETAIL TRADE; WHOLESALE TRADE *
 The retail trade sub-sector’s index increased by 4.1 points to 55.6 points in January,

marking its highest reading in seven months and a welcome return to growth after five
months of contraction or flat conditions. After a positive period in the middle of 2016,
retail trade had a number of lacklustre months before growing again in January,
following the traditionally busiest (and often the most profitable) month of the year for
most retailers nationally.

 The wholesale trade sub-sector’s index lifted by 2.2 points to 58.2 points to expand in
January following six months of very mild growth or stability. This is the second month
of solid growth and the highest reading for the sub-sector seen since December 2007.
The optimism that had already permeated other services sub-sectors appears to be
spreading through to the retail and wholesale trade sectors in 2017.

HOSPITALITY; HEALTH SERVICES; RECREATIONAL SERVICES *
 The accommodation, cafes and restaurants (‘hospitality’) sub-sector continued to

shrink in January, with its index largely unchanged at 43.9 points. This marked the
thirteenth month that this sub-sector contracted. Discretionary spending by households
continues to favour other sectors such as personal and recreational services.

 The personal and recreational services sub-sector’s index grew strongly for a sixth
month, at 65.0 points in January. These last three months have been among the
strongest for this sub-sector since the start of the series in 2003. This suggests that
consumers are continuing to direct their discretionary spending to personal and
recreational services rather than to other consumer-oriented sectors (e.g. hospitality).

 The very large health and community services sub-sector was broadly stable in
January (50.8 points). This sub-sector includes health, welfare, community and
education services. It has been expanding or stable in the Australian PSI® since 2012.

PROPERTY AND BUSINESS SERVICES; FINANCE SERVICES *
 The property and business services sub-sector’s index improved by 0.6 points to

54.0 points in January. This marks the fourth month of growth following twelve months
of contraction in this sub-sector. Conditions in the business segments had been
relatively weak in 2016, but activity in the comparatively large professional services
segment has improved in recent months. Growth in the (relatively smaller) real estate
services segment have been evident over a longer period.

 The very large finance and insurance sub-sector (including banking, insurance,
superannuation and financial advisory services) lifted 3.4 points higher in January to
62.7 points. This marked a thirteenth month of expansion for this sub-sector and the
strongest month in the Australian PSI® since July 2015.

COMMUNICATION SERVICES; TRANSPORT SERVICES *
 The communications services sub-sector’s index continued to contract in January and

at much the same pace as in December, at 47.5 points. Excluding two months of weak
growth in the middle of 2016, this sector has been stable or shrinking since September
2011.

 The index for the transport and storage services sub-sector lifted into growth in
January, rising 2.5 points to 51.6 points. This sub-sector is subject to the flow-on effects
of activity in the wholesale and retail trade sectors (as well as from construction and
manufacturing goods movements). It is most likely growing in response to the recent
pickup in activity in both the retail and wholesale sub-sectors.
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Australian PSI® 54.5 -3.2 51.3 Supplier Deliveries 61.0 10.2 50.6

Sales 57.4 -4.7 52.9 Input Prices 59.7 -2.4 60.4

New orders 51.8 -8.6 53.0 Selling Prices ** 50.0 -1.6 48.6

Employment 53.8 -2.8 49.9 Average Wages ** 60.9 8.3 54.1

Stocks 45.9 -6.7 47.3 Capacity utilisation ** 75.0 -3.3 76.7
** All sub-sector indexes in the Australian PSI® are reported in trend terms (Henderson 13-month filter) 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.
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