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Company Profits

Businesses Buoyant

e Gross company operating profits rose by 2.0% in the June quarter, following growth of 6.5% in
the March quarter. The strength in profit growth corresponds with elevated business conditions.

e A jump in mining profits provided the largest contribution to the aggregate growth in gross
operating profits, contributing 80% of the total increase for the quarter. Mining profits rose 4.4%
in the June quarter, following a 12.2% increase in the previous quarter. Profit growth in non-
mining sectors was more subdued, lifting by 0.6% in the June quarter.

e \Wages & salaries rose 1.2% in the June quarter and 4.5% over the year.

¢ Inventories rose 0.6% in the June quarter. This followed an increase of 0.8% in the March
quarter. Inventories are likely to detract slightly from GDP growth in the June quarter.

e We remain comfortable with our forecast for a GDP increase of 0.8% in the June quarter and
2.9% in the year. We will receive government spending and net exports tomorrow, before
finalising our GDP forecast for Wednesday.
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Gross Company Operating Profits

Gross company operating profits rose by 2.0% in the June quarter, following growth of 6.5% in the
March quarter. The latest growth in company profits exceeded our own and the consensus
forecast. The strength in profit growth corresponds with elevated business conditions, with the
business sector now one of the key positives for the Australian economy.

A jump in mining profits provided the largest contribution to the aggregate growth in gross
operating profits, contributing 80% of the total increase for the quarter. Mining profits rose 4.4%
in the June quarter, following a 12.2% increase in the previous quarter. Exports continued to
recover in the June quarter, following weakness earlier in the year.

Profit growth in non-mining sectors was more subdued, lifting by 0.6% in the June quarter. Sectors
with strong profit growth included financial & insurance services (rebounding 13.3% after
weakness in the previous two quarters), other services (11.1%) and administration & support
services (6.5%).

Profits fell in the June quarter in information media & telecommunications (-6.4%), construction
(-5.3%) and accommodation & food (-4.7%).

Annual growth jumped from 6.1% in the March quarter to 11.4% in the June quarter.
Wages
The wages & salaries component of the business indicators report rose 1.2% in the June quarter.

The annual pace of growth in wages & salaries eased to 4.5% in the June quarter, from 4.9% in the
March quarter, and above the long-term (10-year) average of 3.7%. The strength of the labour
market has provided support for incomes growth over the past year.

Inventories

Inventories rose 0.6% in the June quarter. This followed an increase of 0.8% in the March quarter.
Given the smaller increase in inventories in the June quarter, inventories are likely to detract
slightly from GDP growth in the June quarter.

In the June quarter, restocking was driven by electricity, gas water & waste (3.4%), and wholesale
trade (1.1%).

GDP Forecasts

Strong company profits and solid wages & salaries growth suggest upside risk to our GDP forecast,
although inventories are now likely to detract slightly from growth in the quarter. We remain
comfortable with our forecast for a GDP increase of 0.8% in the June quarter and 2.9% in the year.
We will receive government spending and net exports tomorrow, before finalising our GDP
forecast for Wednesday.

Jo Horton, Senior Economist
Ph: 02-8253-6696
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The Detail

The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change.
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or
transmitted without the written consent of Bank of Melbourne.
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Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141
AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified.
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