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Business confidence ends the

year in negative territory.
Business confidence in the WA economy remained

in negative territory in the final months of 2011, Index, 100 = neutral
according to the latest Commonwealth Bank - CC/
Survey of Business Expectations.

Despite a small improvement in the headline

confidence measure, local firms remained concerned
about economic conditions in the state over the next
three months. The December edition of WA's longest

Key Points

e Confidence rebounds across the
WA economy, although it is still in

running business survey revealed that just 16 per cent o JULLEHERERRER VRNt negative territory.

of businesses believe the WA economy will improve Dec01  Dec03  Dec05 Dec07  Dec09  Dec1t Cost increases ease, while

over the next three months. Meanwhile, one quarter Current Qtr =====Next Qtr Expected  ===—1r Expected sales turnover shows signs of

expect conditions to deteriorate. improvement.

Worries about the economy were weighing particularly ~ Over the past three months, 45 per cent of local firms SIS e o pts

heavily on small businesses, with just 12 per cent of saw their wage bills rise, down from 50 per cent in ISiERsEg o bt siiing 2l

firms expecting better conditions, compared to one September. Meanwhile, just 45 per cent of businesses capital.

quarter that expected a deterioration. reported increased input costs, down from 55 per cent Feature Question: Infrastructure
last quarter and 60 per cent earlier in the year. Provision.

Firms are more upbeat about the longer term

prospects for WA. Some 30 per cent of respondents Easing cost pressures have seen improved profitability
believe the local economy will grow strongly in the for businesses, although many still report their margins
year ahead, up from 25 per cent in September. are shrinking. In December, 28 per cent of local firms
Meanwhile, the share of those who felt conditions reported their profits had shrunk over the quarter, Survey Sample

would deteriorate shrank from one third to just under ~ down from 42 per cent in September. Number of respondents

20 per cent. Profitability has also been helped by improving Employment
turnover, with just 22 per cent of businesses
reporting falling sales in December, the smallest
proportion in over a year. Meanwhile, 37 per cent Small
reported an increase. Medium

The rebound in confidence this quarter reflects
an improvement in all four indicators of operating
conditions. However, conditions still remain
challenging for many local firms.

Respondents by size:

However, in spite of the difficult operating Large
environment many businesses find themselves in
at present, the December survey has revealed that

Trading conditions remain weak, with just
19 per cent of businesses reporting that conditions
were ‘good’, compared to 25 per cent that felt

Respondents by sector:

- : ; . . measures of business growth have ticked up for the Services
conditions were ‘poor’. Small businesses continue o .
to report a particularly difficult environment, with i TS A Ee Mining & Agriculture
one third indicating their trading conditions were Some 30 per cent of businesses increased their Manufacturing
poor. The environment for firms has remained staffing complement over the quarter - up from one Consumer
subdued in the local economy for the past eight quarter in September, to the highest proportion this Construction
editions of the survey. year. This coincided with an increase in the proportion

of businesses who found labour to be “scarce”, from Other/Not Specified

The difficult trading conditions continue to be 38 per cent in September to 45 per cent in December.

marked by rising costs and slimmer margins,
although pressures eased somewhat over the Meanwhile, one quarter of businesses expect to
December quarter. increase their capital expenditure over the next

12 months, an increase from 19 per cent last quarter. W

q The longest running and most comprehensive survey of business opinion in Western Australia.
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Recruitment activiy tioks up..

Index, 100 = neutral

+ The survey’s index of employment activity turned around in December, rising for

the first time this year. 190
140
« Some 30 per cent of businesses reported an increase in the size of their workforce 130 -
in December, up from 26 per cent in September. Meanwhile, 16 per cent cut staff. 120 4
110 A
* Larger firms were most likely to have taken on more staff throughout 100 1
December (44 per cent), while services businesses were the most reluctant 90 4
to do so (23 per cent). 80 -
. . . . 70 ‘ ‘ ‘ 70
* Employment expectations have remain broadly unchanged in December, with Dec03  Dec05  Dec0?7  Dec09  Decii

around one third of WA businesses expecting to increase the size of their

. Current Qtr == Next Qtr Expected
workforce in 2012.

Labour availability tightens...

+ The availability of staff deteriorated in December, with labour scarcity hitting its Labour availability

highest level in three years. Index, 100 = neutral
+ Some 45 per cent of businesses surveyed reported labour to be “scarce” in the 120 120
December quarter, compared to 38 per cent in September and 33 per cent in 1(‘)2 a\ 1;3
March. ) ll \\ 90
. - . . 80 80
+ Finding workers was most difficult for regional operators and primary producers, 70 ,\\ ” __ 70
with 54 per cent and 49 per cent respectively having trouble sourcing workers. 60 - - 60
50 - - 50
+ Labour shortages are expected to continue to be a problem for many businesses gg 1 r gg
next year, with 48 per cent of respondents expecting labour to be scarce in the 0 | : | 1 [
first quarter of 2012. Dec 03 Dec 05 Dec 07 Dec 09 Dec 11

. . . . Current Qtr == Next Qtr Expected
Operating conditions rebound, but still challenging...

+ Operating conditions across the WA economy have improved in December 2011, but

still remain difficult for many businesses. Operating conditions

) R . ) . . Index, 100 = I
+ Sales rebounded after taking a significant hit earlier this year, with 37 per cent neer eutre

of respondents indicating that turnover had increased, up from 26 per cent in 40 50 60 70 80 90 100 110 120 130
|
‘
|

September. However, some 20 per cent of businesses still reported that sales had Trading 1
fallen. Wholesalers and retailers were more likely to report an increase (42 per cent).  Conditions
+ Rising turnover also coincided with improved levels of profitability in December. Turnover
Just 29 per cent of respondents indicated their profits had dipped over the quarter,
down from almost half in September. Services firms were more likely to have seen Profitability
an improvement (just 23 per cent saw a fall in profits), while local manufacturers
(34 per cent) and businesses operating interstate (40 per cent) continue to feel Exports

profitability is being squeezed.
H Mar-2011 Jun-2011 W Sep-2011 Dec-2011

+ The poor trading environment experienced by businesses in 2011 also eased,
with just under one quarter of respondents indicating conditions had worsened in

December (down from 38 per cent in September). S =
roduction capacity

Index of Expected CAPEX (100=Neutral) in next 12 months
Investment plans back on the agenda... & Capacity Utlisation

+ The survey’s index of anticipated capital expenditure bounced back during

December, but still remains at a low level. 136 88%
. ) ] ) ) 126 - 85%
» One quarter of businesses surveyed expect to increase capital expenditure in the 116 W 82%
next 12 months, up from 20 per cent in September. However, 21 per cent still 106 4 | 79%
expected to reduce their investment spending. % | —
» Large firms were looking to expand their business, with 47 per cent of respondents 86 1 r73%
indicating they would increase their CAPEX over the next 12 months. Meanwhile, 76 1 = - 70%
local manufacturers (28 per cent) remain the most likely to cut spending. 66 \ ‘ ‘ — 67%
. . . L . Dec 03 Dec 05 Dec 07 Dec 09 Dec 11
+ Theincrease in investment plants occurred as capacity utilisation rose to its Anticipated CAPEX e Capacity Utilisation

highest level in over two years at 78 per cent.
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Index, 100 = neutral

Wage pressures fall in December...

« The survey’s index of wage costs fell in the December quarter of 2011 after 170 170
reaching its highest level in over three years in September. However, wage 160 1 1 - 160
pressures still remain a concern for many employers. 150 T—4 - 150

140 - - 140

+ Some 45 per cent of those surveyed reported an increase in their wage bill 130 | 130
during December, compared to just five per cent that reported a fall. 120 | 120

» Businesses engaged in distribution (retailers and wholesalers) reported 110 - 110
stronger-than-average wage pressures (51 per cent), while growth was relatively 100 ' ‘ ‘ — 100
subdued in primary production industries (42 per cent). Dec 03 Dec 05 Dec 07 Dec 09 Dec 11

+ Wage pressures look set to remain firm next quarter, with 52 per cent of Current Qtr Next Qtr Expected

respondents expecting wages to remain at a high level. Meanwhile, 44 per cent
expect an increase, unchanged from last quarter.
Non wage labour costs
Non-wage labour costs ease, but expected to rise in 2012... Index, 100 = neutral
170 170

* The index of non-wage labour costs eased in December 2011, but still remains

A
at a high level. Some 37 per cent of respondents reported an increase in other 160 160
staffing costs during the quarter, however this is down from 40 per cent in 150 T - 150
September. 140 4 140

- 130
+ Primary production firms (40 per cent), large businesses (41 per cent) regional

operators (44 per cent) were most likely to report an increase in the cost of
other staff benefits.

I 120
L 110

100 100

» Non-wage costs are expected to remain firm next quarter, with 41 per cent of Dec 03 Dec 05 Dec 07 Dec 09 Dec 11
respondents expecting an increase. Pressures are expected to remain elevated Current Qtr === Next Qtr Expected
across all groups.

» Non-wage labour costs include workers compensation premiums, staff

allowances and non-cash benefits. Input costs

B Index, 100 = neutral
Input costs remain steady...

* Input cost pressures remain elevated in December 2011.

+ Some 52 per cent of businesses reported the cost of their inputs remained
high over the quarter, while just three per cent reported a decline.

+ The services sector reported the most significant cost pressures this quarter,
with 53 per cent of respondents reporting an increase in their input costs.
Prices for materials eased somewhat for local manufacturers, with just
48 per cent reporting an increase (down from 68 per cent in September).

120
Dec 03 Dec 05 Dec 07 Dec 09 Dec 11

+ Cost pressures are expected to remain firm heading into the new year, with Current Qtr == Next Qtr Expected
over 90 per cent of respondents expecting the cost of materials and supplies
to stay elevated or move higher in the next quarter.

Prices charged

. q q Index, 100 = neutral
Local firms remain reluctant to put up prices...

) 4 . . 160 160
+ Theindex of prices charged fell for the second consecutive quarter in December, 150 A 150
despite continued cost pressures. 140 \/_.J\ 140
+ Some 68 per cent of businesses reported unchanged prices for their goods and 130 f“/\d ] 130
services in December, up marginally from last quarter. However, the percentage 120 = 120
a a q q 110 r 110
who reported price cuts rose to its highest level in 18 months, at almost 10 per cent. 100 v, | 100
+ The services sector remained the most reluctant to pass on high costs, with 90 4 - 90
78 per cent of businesses in this sector leaving prices unchanged. 80 w w \ —- 80
Dec 03 Dec 05 Dec 07 Dec 09 Dec 11

+ The majority of businesses are expecting their prices to remain flat into the first
quarter of 2012, with just one quarter indicating they would charge more heading
into March.

Current Qtr === Next Qtr Expected
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Feature Question — Infrastructure Provision

The feature question this quarter asked respondents to identify the types of infrastructure
that were affecting their operations, and the impacts these were having.

Respondents were presented with nine broad areas of infrastructure
and asked to select those which were impacting the operation of their
business, and then invited to identify how their operations were being
affected. The categories to select from included:

sea ports;

social amenities;
telecommunications; and,
water.

airports;
commercial rail;
energy;

public transport;
roads;

The provision of roads was the most significant infrastructure concern,
being identified by 30 per cent of respondents. Consumer-facing
industries (23 per cent) were less concerned than local manufacturers
(34 per cent), while there were no significant difference between large
(32 per cent) and small (30 per cent) firms.

Telecommunications infrastructure was rated as the second biggest
concern for local businesses, with just over one quarter of respondents
rating ICT as a priority area. The construction and utilities sector

(387 per cent) rated it their most pressing requirement, as did mining
firms (27 per cent). This is likely due to the need for communications
in rural and regional areas, as shown by the difference between
metropolitan (22 per cent) and regional (33 per cent) respondents.
Consumer-facing businesses were the least concerned about
telecommunications infrastructure (seven per cent).

A large proportion of businesses (22 per cent) rated energy infrastructure
as an area in need of attention, a result which was fairly consistent
across industry groups. However, smaller firms (28 per cent) were more
concerned about energy than larger businesses (23 per cent).

The availability of ports, both air and sea, were identified as the fourth and
fifth largest areas of concern (20 per cent and 19 per cent respectively).
The prevalence of fly-in, fly-out work in mining and construction meant
airports were a bigger concern for these two industries (27 per cent and
29 per cent respectively), while sea port issues were of greatest concern
to manufacturers (23 per cent).

Other items of infrastructure were less of an issue for the WA business
community; public transport (16 per cent), social amenities (14 per cent),
commercial rail (seven per cent) and water (seven per cent) all had less
than a one in five hit rate.

However, some of these areas were identified by specific groups as
having an impact on their operations. One third of consumer-facing
businesses rated public transport as a concern, while almost a quarter
of services companies were concerned about the provision of social
infrastructure (such as parks and community centres).

Businesses were then asked to identify the impact infrastructure
bottlenecks were having on their operations.

The biggest impact on local businesses was in relation to operating costs,

being identified by 44 per cent of firms. Increased costs were the biggest
concern for construction and utilities firms, as well as regional operators
(both at 54 per cent).

Timing delays were next on the list, with 43 per cent of businesses
indicating bottlenecks were causing issues with their service delivery.
Construction companies (60 per cent) were more likely to be impacted
by this than services firms (32 per cent), as were regional operators
(46 per cent) compared to their metropolitan counterparts (38 per cent).

Third on the list of impacts was lost commercial opportunities, with

39 per cent of WA firms indicating they had missed out on business due
to infrastructure bottlenecks. This was a particular concern for services
(47 per cent) and manufacturing (43 per cent) businesses, while larger
firms (29 per cent) didn’t consider this as significant.

Finally, increased transport costs were highlighted as an issue by
31 per cent of firms, with manufacturing companies (41 per cent)
feeling the biggest impact.

Businesses were also asked to identify which specific infrastructure
projects they felt would have a positive impact on their business.
Some examples are provided below:

“Upgrade of mobile phone coverage to provide safer and more convenient
working conditions.” - regional mining firm.

“Additional capacity for quicker air freight from eastern states, plus new
roads will speed up transport time to and from major suppliers.”
- metropolitan construction firm.

“Infrastructure that would enable faster clearance of containers off
wharves and quicker delivery to site.” - small manufacturing firm.

“Upgrade of major arterial roads to improve traffic flow.” - intrastate
transport company.

“More underground / above ground train lines throughout the metro area,
including a train line linking the city to airport.” - medium size health care
provider

Key results from the survey

Indicator (Index) Actual Expected Indicator (Index) Actual Expected

Costs & Prices
Total unit labour cost 141
Average wages 138
Non-wage labour costs 131
Input costs 147
Prices charged 13

Dec 11 1 quarter 1year

13

Economy Dec 10 Sep 11
WA Economic Conditions 99 76 86 9N

Operating Conditions

Trading conditions 95 87 93 97
Sales turnover 98 87

Profitability 76 65 88

Export sales 97 92 N

Dec 10 Sep 11 Dec 11
149 144
144 141
138 137
155 144
118 115

1 quarter 1year
141 -
142 -
139 =
147
118

Capital Expenditure
Anticipated CAPEX

Employment
(next 12 months)

Number of employees 112
Labour availability? 62

1056 99

Notes: The index calculation gives weight to the ‘extent’ to v “less”).
By setting the “neutral” level at 100 (broadly, as much increas

2. Lower number = scarcer.

COMMONWEALTH BANK IS PROUD TO BE SUPPORTING WESTERN
AUSTRALIAN BUSINESS THROUGH THE CHAMBER OF COMMERCE
AND INDUSTRY OF WA

CommonwealthBank

/

JCCIN





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /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 /LeaveColorUnchanged
  /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 false
  /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 300
  /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 300
  /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 1200
  /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 (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  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 /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


