Australian PMI® USA Flash PMI Eurozone Flash PMI UK CIPS PMI
Feb 2014: 48.6 1 Feb 2014: 56.7 1 Feb 2014: 53.0 | Jan 2014: 56.7 |

NYITvdLisSNY

PERFORMANCE OF MIANUFACTURING INDEX®

KEY FINDINGS

The latest Australian Industry Group Australian Performance of Manufacturing Index (Australian
PMI®) firmed by 1.9 points in February, rising to 48.6 points (seasonally adjusted). The
Australian PMI® has signalled contraction in the sector in each of the past four months (readings
below 50 points indicate contraction), following a brief period of expansion in September and
October 2013.

This month the production sub-index of the Australian PMI® showed a strong improvement,
increasing by 6.3 points to 51.5 points. The new orders sub-index also edged higher in February
to reach 50.0 points, suggesting new orders were broadly stable in February. The sub-indexes for
employment, stocks and supplier deliveries however, continued to indicate contraction in the
month with readings below 50 points. Export markets remain extremely tough for manufacturers,
with the sub-index falling below 30 points again in February.

Manufacturing selling prices stabilised at 50.3 points in February, with this sub-index moving
(marginally) above 50 points for the first time in almost three years. Input prices continue to rise
strongly however and margins remain under significant pressure.

Across the sub-sectors, the food and beverages sub-sector has now being expanding (readings
above 50 points) since March 2013 (three month moving averages). The petroleum, coal,
chemicals and rubber products sub-sector index indicated growth for a second month. Both non-
metallic minerals and wood and paper products expanded in February, in line with rising
construction activity. In contrast, the large metal products and machinery and equipment
manufacturing sub-sectors continued to contract in February (three month moving averages).

Several respondents to the Australian PMI® said the Australian dollar is still too high to support
their business. A number of respondents voiced their concerns for the broader manufacturing
sector arising from Toyota’s announcement in early February that it will cease Australian
automotive production in 2017. Feedback from participants indicates that this announcement has
already affected business confidence.
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ACTIVITY SUB-INDEXES

The production sub-index in the Australian PMI®jumped by 6.3 points to 51.5 points in February.
This was its highest level since October 2013 and well above its 12-month average.

New orders also increased marginally to 50.0 points, following three months of contraction
(readings below 50 points). While lifting marginally in the month, new orders remain at low levels
with feedback from respondents pointing to a general lack of growth in forward orders
notwithstanding some bright spots.

Supplier deliveries contracted for a fourth consecutive month in February. This sub-index
decreased by 2.3 points to 44.9 points in February to be at its lowest level since May 2013.

The stocks sub-index increased by 5.4 points to 45.5 points, but it is still suggesting contraction.
The employment sub-index contracted again this month. The manufacturing employment sub-
index (employment is usually a lagging indicator of activity) stabilised momentarily in November
2013 at 50.1 points but has otherwise been contracting since November 2011. This pattern is
evident in the ABS data for manufacturing employment also.

Export markets remain very tough, with the sub-index falling below 30 points again in February.
Manufacturers’ capacity utilisation rate picked up slightly to 71.8% of total capacity available.

EXports

Deliveries

Stocks

Employment

New orders

Production

= Feb-14

- jan-14

—_— 12 month average

Diffusion index [seasonally adjusted)

70

WAGES AND PRICES SUB-INDEXES

Manufacturing selling prices stabilised (moving marginally above 50 points) for the first time in
almost three years. Wages and input costs continue to rise strongly however, suggesting
businesses remain under significant margin pressure.

The selling prices index increased by 3.8 points in February to 50.6 points, signalling the first
increase in manufacturing selling prices since March 2011.

The input prices index rose sharply this month to its highest level since August 2013 (up 5.3
points to 75.1 points). Feedback from respondents suggests higher prices for raw materials
(partly due to higher import costs flowing from the earlier fall in the Australian dollar) and
transport.

The wages sub-index increased marginally by 0.5 points to 57.4 points. This sub-index suggests
that wage growth remains relatively contained, as the domestic labour market continues to soften
(zero employment growth over the year to January 2014 and a 6.0% unemployment rate). This
follows the lowest private sector wage growth since 1997-98 of only 2.5% p.a. in December 2013.
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FOOD & BEVERAGES; TEXTILES, CLOTHING, FURNITURE & OTHER* -

" The food, beverages and tobacco sub-sector continued to expand this month (above 50 i i
points, three month moving averages), increasing by 3.0 points to 57.1 points in February. This g - 8
sub-index has been indicating expansion since March 2013. Sub-indexes suggest that local new 2 g
orders have been expanding in this industry over the past 10 months, roughly since the E -
Australian dollar dropped below parity last April. Comments from respondents suggest problems 50
in the supply chain (e.g. availability of fruit and livestock due to drought) may have detracted from g -
business conditions this month. B £

" The textiles, clothing, footwear, furniture and other manufacturing sub-sector contracted at E :
a faster pace in February. The index for this sub-sector fell by 3.1 points to 39.6 points (three § d
month moving averages). Comments from businesses suggest that conditions remain very £ i
difficult in this sub-sector, reflecting difficult trading conditions for local non-food retailers. The =
ABS for example, reported that nominal retail sales for clothing, footwear and personal 20
accessories declined by 2.1% month on month in December 2013 (seasonally adjusted). Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14

—Food, beverages, tobacce  —textiles, clothing, footwear, furniture, other

WOOD & PAPER; PRINTING & RECORDED MEDIA* g =

" The relatively small wood and paper products sub-sector expanded for a fifth month in z 70 i
February, although the pace of expansion slowed again with the index falling by 6.0 points to 55.9 g
points (three month moving averages). Comments from respondents indicate that while demand &0 o
for timber has increased as building activity picks up, there have been stronger input cost rises £
over the past month, particularly for raw materials. E 50 ®

® Conditions deteriorated sharply in the small printing and recorded media sub-sector, with the 1 2
index falling by 11.5 points to just 38.2 points in February (three month moving average). This § 40 E
signals a severe contraction in the industry, following a short-lived expansion between October 5
and December 2013. This sub-sector continues to face increasing competition from imported % 20
printed products, as well as radical technological changes.

20
Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14
—Wiand & paper products —Printing & recorded media

PETROLEUM, COAL & CHEMICALS; NON-METALLIC MINERALS* -

" The petroleum, coal, chemicals and rubber products sub-sector expanded (above 50 points) "E-fn -
for a second month in February (up 7.2 points to 59.9 points, three month moving averages). £ e £
Sub-indexes suggest that production, new orders, supplier deliveries and employment all = g
expanded more strongly in this industry this month. This sub-sector is affected by demand g z
fluctuations across the economy as it includes a wide range of products, from basic £ 0
petrochemicals and adhesives to pharmaceuticals and cosmetics. E

" The non-metallic mineral products sub-sector index also moved up sharply in February, rising % 40 g
by 7.3 points to 64.8 points (three month moving average), its highest level since the GFC in z ]
2008. This industry has now expanded for two consecutive months, as the recent upturn in 5 E
domestic building activity starts to flow into increased demand and activity for this sub-sector. é =
Sub-indexes suggest that new orders have been growing over the past four months in this =
industry (above 50 points), although the employment sub-index remains below 50 points 20
(suggesting employment contraction). This sub-industry produces key products used by Dec-03 Dec-10 Decrl Dec-12 Dec-12 Dec-14
residential and commercial construction such as bricks, glass, cement and tiles. = FATOLITL COM O M PIDCICE T = HON-TRAVINC AN Py ook

METAL PRODUCTS; MACHINERY & EQUIPMENT* 70

" The index for the large metal products sub-sector declined by 1.9 points in February, to 41.5 g ¥
points (three month moving averages). This sub-sector has been contracting since September ;, €0 E
2010 (below 50 points). The upcoming closure of Alcoa’s Point Henry smelter and rolling mill (as z &
announced on 18 February 2014) is indicative of the challenging conditions faced by the metal _E 50
production sub-sector in recent years. There are few signs in the sub-indexes to suggest 5
conditions in metal products manufacturing will improve anytime soon. Participants indicated that g s
GM Holden and Toyota’s decision to exit domestic automotive production by 2017 may already P ]
be negatively affecting forward orders for a few businesses in automotive supply chains. E E

" The index for the large machinery and equipment sub-sector edged higher in February, ER
increasing by 2.0 points to 49.1 points (three month moving averages). This was the highest a
reading for this sub-sector since April 2012. However, all the sub-indexes indicate ongoing mild 20
contraction in machinery and equipment manufacturing, with none moving above 50 points in Dec-09 Bec-10 Dec-11 Dec-12 Dec-13 Dec-14
the month. —Machinery & equipment —Metal products

Seasonally adjusted Index Change from 12 month Index Change from 12 month

this month last month average this month last month average

Australian PMI® 48.6 1.9 46.5 Exports 25.8 -8.3 29.2

Production 51.5 6.3 46.0 Input Prices 75.1 5.3 67.2

New Orders 50.0 1.2 46.1 Selling Prices (unadj.) 50.6 3.8 45.2

Employment 47.4 -0.9 46.7 Average Wages (unadj.) 57.4 0.5 57.4

Inventories (stocks) 45.5 5.4 47 1 Capacity Utilisation (%) 718 15 713

Supplier Deliveries 449 -2.3 47.6 (unadj.)
* All sub-sector indexes in the Australian PMI® are reported as three month moving averages (3mma), so as to better identify the trends in these volatile monthly data.

What is the Australian PMI®? The Australian Industry Group Australian Performance of Manufacturing Index (Australian PMI®) is a seasonally adjusted national composite index based on the diffusion
indices for production, new orders, deliveries, inventories and employment with varying weights. An Australian PMI® reading above 50 points indicates that manufacturing is generally expanding; below 50, that it is
declining. The distance from 50 is indicative of the strength of the expansion or decline. Survey results are based on a rotating sample of around 200 manufacturing companies each month. New monthly seasonal
adjustment factors were applied in April 2013. New industry classifications applied from December 2012 (and back-dated to 2009) based on the ANZSIC 2006 coding system and ABS 2011-12 industry weights.

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, 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 /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 120
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /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 true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /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 true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 150
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /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 ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. 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 <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /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
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [150 150]
  /PageSize [612.000 792.000]
>> setpagedevice


