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Company Profits
Mixed Business

Gross company operating profits rose by 1.0% in the September quarter, missing our own and
consensus forecasts for an increase of 3.0%.

Mining profits, which make up more than one quarter of company profits, increased by 5.8% in
the September quarter.

Profits outside of mining were weaker, falling by 0.7% in the September quarter.

Wages and salaries rose by a relatively healthy 1.2% in the quarter, the strongest in five
quarters. For the year to the September quarter, however, wages and salaries rose by a
lacklustre 2.9%.

Inventories lifted 0.8% in the September quarter, which was above consensus and our own
expectations. This suggests that inventories could provide a small contribution to GDP growth in
the September quarter.

The softer than expected lift in company profits, taken together with a solid lift in wages and
salaries leaves us comfortable with our GDP forecast. We expect GDP rose by 0.4% in the
September quarter and by 2.6% in the year to the September quarter. 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 lifted 1.0% in the September quarter, below consensus and our
own forecast for a 3.0% increase. The increase in profits was driven by mining profits, which make
up more than one quarter of total profits and increased 5.8% for the September quarter. This
followed an increase of 15.7% in the June quarter and reflects an increase in commaodity prices for
the quarter. Outside of mining, total profits fell by 0.7% in the September quarter. In percentage
terms, the largest increase in profits for the September quarter was in accommodation & food
(18.2%), followed by other services (10.1%) and transport, postal & warehousing (6.4%). The
largest declines in company profits were in financial & insurance services (-17.8%), followed by
professional, scientific & technical (-12.3%) and administration & support services (-7.9%).

On an annual basis, profit growth remained subdued, slipping by 0.3% in the year to the
September quarter, an unchanged pace from the June quarter. The largest decline was in
construction profits (-19.9%), followed by professional, scientific & technical (-15.6%) and financial
& insurance services (-13.6%) in the year to the September quarter. By sector, the largest
increases in profits in the year to September were in administration & support services (43.1%),
followed by other services (9.7%) and arts & recreation services (9.6%).

The rebound in commaodity prices has provided significant support for profit growth, although the
impact was less apparent in the September quarter than the June quarter. Commodity prices have
continued to increase in the current quarter and if this move is not reversed, commaodity price
increases could again provide support to company profits in the December quarter.

Inventories

Inventories lifted 0.8% in the September quarter, which was above consensus and our own
expectations. This suggests that inventories could provide a small contribution to GDP growth in
the September quarter instead of the flat result expected, although the impact will likely only be
marginal.

The inventory rebuild was driven by wholesale trade (2.7%) and retail trade (0.6%). Inventories
declined across all other industries including electricity, gas, water & waste (-4.2%), mining
(-1.3%), manufacturing (-0.9%) and accommodation & food services (-0.1%).

GDP Forecasts

Income growth was mixed for the September quarter. Company profits were softer-than-
expected, while wages and salaries lifted a robust 1.2% in the September quarter. Inventories
were stronger than expected and are likely to make a slightly larger contribution to GDP than
forecast, although the impact will likely only be marginal.

The mixed outcome from today’s data leaves us comfortable with our GDP forecast of 0.4% in the
September quarter, and 2.6% 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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