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KEY FINDINGS

The national construction industry returned to growth in October 2013 for the first time in over
three years, driven by a higher rate of expansion in new orders and activity. In response, both
employment and deliveries from suppliers increased after sustaining monthly contractions since
mid-2010.

The seasonally adjusted Australian Industry Group/Housing Industry Association Australian
Performance of Construction Index (Australian PCI®) increased by 6.8 points in October to
54.4 points. This was above the critical 50 points level that separates expansion from
contraction and signalled the industry’s strongest performance since April 2010 (55.8 points).
The upturn in October was underpinned by higher levels of activity across all four major sectors
of the industry. Activity in the house and apartment building sectors increased solidly for a
second consecutive month, with index levels for both sectors at their highest since the
commencement of this survey in September 2005. These results are consistent with rising
levels of new orders as reflected in the recent strong growth in total residential building
approvals. In addition, commercial construction and engineering construction activity recovered
in October, after continuous contractions for 39 and seven months, respectively.

Businesses reporting an improvement in activity generally attributed this to stronger levels of
demand and an associated increase in tender opportunities. In addition, house and apartment
builders noted that owner-occupier enquiries and buyer confidence were firming, with activity
also benefitting from continued improvement in investor activity. However, the operating
environment clearly remains tough for many businesses, with impediments such as tight credit
conditions and a lack of public sector building works cited as the main constraints on activity.
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CONSTRUCTION ACTIVITY AND CAPACITY

In seasonally adjusted terms, the activity sub-index in the Australian PCI® registered 57.3
points in October.

This was 5.4 points above the level in the previous month, and signalled growth in total
construction activity for a second consecutive month. Moreover, it was the highest level for this
activity sub-index recorded since April 2010’s reading of 57.5 points.

Underlying this result was an upturn in new orders, driven by stronger levels of incoming
business across the house building, apartments and commercial construction sectors.

The rate of capacity utilisation (not seasonally adjusted) rose from 67.6% in September 2013 to
70.8%, the highest rate since December 2011.
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ACTIVITY BY SECTOR

House building conditions strengthened further, reflecting the improving trend seen in new
orders over the past five months. The sector’s activity sub-index increased by 3.8 points to 65.3
points in October, following a solid recovery in September. This was the highest activity reading
for this sector in the eight year history of the survey.

Apartment building activity also expanded at a higher rate in October, with the sector’s sub-
index increasing by 8.5 points to 66.2 points. This was only the second recorded increase in
activity since April 2010. In line with house building activity, it was the highest reading in eight
years. Respondents mainly linked the improvement to stronger investor activity.

Commercial construction experienced a return to growth, albeit from a weak base. The sector's
activity sub-index increased by 8.9 points in October to 52.6 points, following 39 consecutive
months of decline. Despite the improvement, reports from respondents continue to suggest
patchy conditions across the sector. This points to recovery rather than outright growth.
Renewed expansion and recovery were also signalled for engineering construction in October
after the near stabilisation of activity levels seen in the previous month. The sector’s sub-index
rose by 3.7 points to 52.7 points, the first increase in eight months.
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NEW ORDERS AND DELIVERIES °
New orders (seasonally adjusted) in the Australian PCI® expanded in October, building on the = ®
solid improvement recorded in September. % 60 T%
= The new orders sub-index registered 54.3 points in October, a rise of 3.5 points from the g g
previous month. % %5
u This result reflected expansions in new orders in the house building, commercial and g
apartments sectors with the reading for the apartment sector the highest since August 2006 2
(which was the start date for the survey’s reporting of new orders by sector). g40
= Consistent with this long-awaited improvement in aggregate demand, deliveries of inputs from = @
suppliers expanded for the first time since mid-2010. The supplier delivery index increasing by 'g 20 i‘;
7.6 points in October to 52.0 points. E g
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—New orders —Deliveries
NEW ORDERS BY SECTOR 8
New orders in the house building sector increased at a higher rate in October, with the sub- . 2
index rising by 6.0 points in the month to 59.2 points. This continued an improving trend that e ?,
has been evident since mid-year. It was also the highest reading for the housing new orders é 5
sub-index since September 2009 and is further evidence that low interest rates, improvements =§ 50
in rental yields and rising house prices are supporting a lift in housing construction demand. g
= In apartment construction, the new orders sub-index rose by a solid 10.0 points to 57.1 points. 3 40 o
This was the first increase since January 2010 and was a marked improvement on the recent ;’ g
low point (27.2) recorded just five months ago in May. 2 a0 |5
= For the commercial construction sector, new orders also showed a marked increase, rising by 5 “
11.7 points to 56.7 points in October. This was the first increase recorded this year and reflects é 20 \
the improvement (albeit moderate) in building approvals seen earlier in 2013. e v
= In the engineering construction sector, the new orders sub-index fell by 5.1 points to 48.5 b
points. This signals a weakening in the forward pipeline, with some respondents attributing the 10 1 12 13
reduction in new work during the month to project deferrals and cancellations. —Houses —Apartments —Commercial Engineering
70
EMPLOYMENT AND WAGES
= Employment increased in October, ending a protracted decline in workforce numbers which ] 2
had extended over 40 consecutive months from mid-2010. § &a 2
®  The employment sub-index registered 52.5 points in October, an increase of 11.9 points from 5 g
the previous month. = 50
= Those businesses that raised employment indicated that this was largely reflecting their é
increased workloads and an expectation of sustained improvement in demand from here. 8
= Growth in wages continued in October and at a slightly higher rate than in the previous month, E 40
with the wages sub-index increasing by 2.2 points to 57.4 points. E @
330 g
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INPUT COSTS AND SELLING PRICES ”
= Input price inflation picked up in October. The input costs sub-index increased by 4.8 points in = 80 2
the month to 72.1 points. ‘3 i
= Reflecting the intensely competitive local construction market environment, selling prices T 70 z
declined for the 36" consecutive month. %
u Despite the continued decline in selling prices, the rate of contraction was slower in the month, g 50
with the prices sub-index rising by 7.0 points to 48.9 points. 2 &H
= These results continue to highlight the persistent pressures on profit margins, amid rising cost 3
burdens and a strongly competitive pricing environment. -g 20 E
£ £
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Index Change from 12 month Index Change from 12 month
this month last month average this month last month average
Australian PCI® 54.4 +6.8 41.4 New Orders 54.3 +3.5 40.7
Activity 57.3 +5.4 42.1 Employment 52.5 +11.9 40.6
Houses 65.3 +3.8 45.5 Deliveries 52.0 +7.6 424
Apartments 66.2 +8.5 42.8 Input Prices 721 +4.8 68.6
Commercial 52.6 +8.9 38.9 Selling Prices 48.9 +7.0 37.2
Engineering 52.7 +3.7 41.6 Wages 57.4 +2.2 56.9
Capacity Utilisation (%) 70.8 +3.2 66.1

What is the Australian PCI®? Performance of Construction Index (Australian PCI® ) in conjunction with the Housmg Industry Association is a seasonally adjusted national composite index based on the diffusion
indexes for activity, orders/new business, deliveries and employment with varying weights. An Australian PCI® reading above 50 points indicates construction 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 PCI data, visit http://www.markiteconomics.com or http://www.cipsa.com.

© The Australian Industry Group, 2013. 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.





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Coated FOGRA27 \050ISO 12647-2:2004\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 180
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 180
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e5c4f5e55663e793a3001901a8fc775355b5090ae4ef653d190014ee553ca901a8fc756e072797f5153d15e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc87a25e55986f793a3001901a904e96fb5b5090f54ef650b390014ee553ca57287db2969b7db28def4e0a767c5e03300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020d654ba740020d45cc2dc002c0020c804c7900020ba54c77c002c0020c778d130b137c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor weergave op een beeldscherm, e-mail en internet. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [180 180]
  /PageSize [612.000 792.000]
>> setpagedevice


