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IHS Markit Australia Services PMI®
Including IHS Markit Australia Composite PMI®

Australia service sector shrinks further in
August
Key findings
Business activity and demand remain under
pressure

Australia Services PMI Business Activity Index
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Employment levels decline for the first time in ten
months
Business confidence improves with hopes for
recovery
Data were collected 12-26 August 2021.

Australia’s service sector shrank for a second consecutive
month in August, affected by the extended lockdowns across
various Australian states amid the latest COVID-19 wave.
Business activity and demand remained under pressure
while employment levels fell for the first time in ten months.
Price pressures also persisted in the service sector. That said,
the overall level of optimism improved amongst Australian
service providers.
The headline figure derived from the survey is the IHS Markit
Australia Services Business Activity Index, which is designed
to provide timely indications of changes in business activity
in the Australian service sector. Readings above 50.0 signal
an improvement in business activity on the previous month
while readings below 50.0 show deterioration.
The seasonally adjusted Business Activity Index declined
to 42.9 in August from 44.2 in July, signalling sustained
contraction of activity. The rate at which business activity
eased in the Australia service sector was the sharpest since
May 2020 and marks a second straight month of contraction.
Panellists commonly cited the extension of mobility
restrictions into August as the key reason behind the latest
decline in business activity.
Demand likewise fell for a second straight month in August,
though the rate of contraction eased from July. In line with
business activity, weaker consumer confidence amid the
current downturn affected order book volumes. Foreign
demand softened as well with anecdotal evidence suggesting
that both COVID-19 restrictions and supply shortages
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contributed to the drop.
The decline in demand and activity led to Australian service
providers lowering their staffing levels for the first time since
October 2020. Redundancies and resignations in the sector
were reported by panellists to have driven the decline of
employment levels in August. Skilled labour shortages also
persisted according to survey respondents.
Backlogged work meanwhile fell for a second month running.
Weaker demand, coupled with cancellations of work, led to
the drop in the level of work outstanding in August.
Amid sustained COVID-19 disruptions, price pressures
persisted for service providers. Input price inflation slowed
from July but remained at a sharp rate as firms continued
to find prices rising across a wide range of categories, from
transportation costs to wages. As a result, these cost burdens
were passed on to clients at a faster rate in August when
compared to July.
Overall business confidence however improved despite the
deterioration of operating conditions in August. Firms were
the most upbeat about the business outlook since June
with hopes that the COVID-19 situation will improve and
eventually spur a recovery.

continued...
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IHS Markit Australia Composite PMI®

Comment

Private sector contraction
continues in August
Australia Composite Output Index
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Commenting on the latest survey results, Jingyi Pan,
Economics Associate Director at IHS Markit, said:
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The Composite Index*, which measures combined services
and manufacturing output, fell to 43.3 in August from 45.2 in
July, indicating a second consecutive month of contraction
for the Australian private sector.
Manufacturing output followed services into contraction
after thirteen months of expansion, while business activity
in the service sector suffered a more severe downturn
amid extended lockdown conditions across many parts of
Australia.
Employment conditions also deteriorated in the service sector
for the first time since October 2020, pulling the composite
employment index below 50.0, although manufacturers
continued to increase their workforce numbers in August.
On prices, input price inflation for both manufacturing and
services firms slowed from July but remained at sharp rates
to reflect sustained price pressures. Output price inflation
meanwhile accelerated as private sector firms continued to
pass on costs to clients.
Despite output and demand shrinking, Australian private
sector firms across both the manufacturing and service
sectors grew more optimistic in August, holding hopes for a
recovery from current COVID-19 disruptions.
*Composite indices are weighted averages of comparable
manufacturing and services indices. Weights reflect the relative
size of the manufacturing and service sectors according to
official GDP data. The Composite Output Index is a weighted
average of the Manufacturing Output Index and the Services
Business Activity Index.
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“The latest indications from the IHS Markit Australia
Services PMI pointed to service sector output
further contracting from July with the COVID-19
conditions yet to turn a corner. Job shedding notably
returned for private sector service providers after
nine months of growth according to the survey.
“Further weighing on business activity had been the
persistent price pressures, made worse by the COVID-19
mobility restrictions which led to shipping delays and
shortages. Looking on the bright side, however, firms
were slightly more optimistic and hopeful for an eventual
recovery in August compared to the prior month.
“Third quarter GDP growth look set to be affected
by the waves of lockdown measures and IHS
Markit continue to forecast 2021 GDP at 3.4%.”
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Survey methodology

The IHS Markit Australia Services PMI® is compiled by IHS Markit from responses to questionnaires
sent to a panel of around 400 service sector companies. The sectors covered include consumer
(excluding retail), transport, information, communication, finance, insurance, real estate and
business services. The panel is stratified by detailed sector and company workforce size, based on
contributions to GDP.
Survey responses are collected in the second half of each month and indicate the direction of change
compared to the previous month. A diffusion index is calculated for each survey variable. The index
is the sum of the percentage of ‘higher’ responses and half the percentage of ‘unchanged’ responses.
The indices vary between 0 and 100, with a reading above 50 indicating an overall increase compared
to the previous month, and below 50 an overall decrease. The indices are then seasonally adjusted.
The headline figure is the Services Business Activity Index. This is a diffusion index calculated from
a question that asks for changes in the volume of business activity compared with one month
previously. The Services Business Activity Index is comparable to the Manufacturing Output Index.
It may be referred to as the ‘Services PMI’ but is not comparable with the headline manufacturing
PMI figure.
The Composite Output Index is a weighted average of the Manufacturing Output Index and the
Services Business Activity Index. The weights reflect the relative size of the manufacturing and
service sectors according to official GDP data. The Composite Output Index may be referred to as the
‘Composite PMI’ but is not comparable with the headline manufacturing PMI figure.
Underlying survey data are not revised after publication, but seasonal adjustment factors may be
revised from time to time as appropriate which will affect the seasonally adjusted data series.

Survey dates and history

August data were collected 12-26 August 2021.
Survey data were first collected May 2016.

Disclaimer

Flash vs. final data

Flash services data were calculated from 80-90% of final responses. Flash composite data were
calculated from 80-90% of final responses.
Since May 2016 the average difference between final and flash Services Business Activity Index
values is 0.0 (0.7 in absolute terms). Since May 2016 the average difference between final and flash
Composite Output Index values is 0.0 (0.6 in absolute terms).

About IHS Markit

IHS Markit (NYSE: INFO) is a world leader in critical information, analytics and solutions for the major
industries and markets that drive economies worldwide. The company delivers next-generation
information, analytics and solutions to customers in business, finance and government, improving
their operational efficiency and providing deep insights that lead to well-informed, confident
decisions. IHS Markit has more than 50,000 business and government customers, including 80
percent of the Fortune Global 500 and the world’s leading financial institutions.
IHS Markit is a registered trademark of IHS Markit Ltd. and/or its affiliates. All other company and
product names may be trademarks of their respective owners © 2021 IHS Markit Ltd. All rights
reserved.
If you prefer not to receive news releases from IHS
joanna.vickers@ihsmarkit.com. To read our privacy policy, click here.
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About PMI

Purchasing Managers’ Index™ (PMI®) surveys are now available for over 40 countries and also for key
regions including the eurozone. They are the most closely watched business surveys in the world,
favoured by central banks, financial markets and business decision makers for their ability to provide
up-to-date, accurate and often unique monthly indicators of economic trends.
ihsmarkit.com/products/pmi.html.

The intellectual property rights to the data provided herein are owned by or licensed to IHS Markit. Any unauthorised use, including but not limited to copying, distributing, transmitting or otherwise of any
data appearing is not permitted without IHS Markit’s prior consent. IHS Markit shall not have any liability, duty or obligation for or relating to the content or information (“data”) contained herein, any errors,
inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall IHS Markit be liable for any special, incidental, or consequential damages, arising out of the use of the
data. Purchasing Managers’ Index™ and PMI® are either registered trade marks of Markit Economics Limited or licensed to Markit Economics Limited. IHS Markit is a registered trademark of IHS Markit Ltd. and/
or its affiliates.

© 2021 IHS Markit

