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THE END IS (NEARLY) NIGH?

A slow start to 2017 has led to a declineptimism moving into the second half of the yeBun &

NI R & fate$SBRgin@ss Expectations Sursbpwsa generally muted outlook fahe September quarter
of 2017; howeverexpectations for employment are at a more than tyear high. Businessésve flagged
concerns abotthe rising cost of utilities, as well as online selling by competitors.

According tdDun & Bradstreet Ecmmic Adviser Stephen KoukoulaShe optimism from the business

sector at the end of 2016 and the early part of 2017 haisbeen sustained. Business expectations remain
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growth characterised by weak sales, profits, and capital expenditure, yet surprising resilience in

employmenté
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employment and capital investmemipectationsfell to 17.3 pointsfor the Septembeuarter of 2017,
down 14.8 percent from20.3points from theJunequarter 2017 but up 4.2 percent from12 4 points inthe

previous corresponding perio@heinterim Q3 2017 result i$8.1 points above the 1§ear average of Q.
points.

Business Expectations Inde

Index
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Business Actuals Inde

— Business Expectations Inde
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measures of sales, profits employment and investment expectations.
Expectations for saleprofits, andcapital investment were down for the September quarter compared to
the June quarter; however, expected sales, selling prices and profits werenypared to the prior
corresponding quarter

The Employment Expectations Index, meanwhile, climbed to 15mspaeip from 11.6 points in the June
guarter and 8.2 points in the ye&arlier period.Some 22.2 percent of firms expect to have higher staff
numbers in the September quarter compared to the same time last year, while 6.8 percent expect to have
lower staf numbers All sectors hadhigherexpectations for employment in the September quarter

compared to the June quarter, except tBervicesndustry.

GThe increase in employment expectations may be linked to the current low wages environment and it fits
with the recent ABS labour force data which has shown a solid rise in employment in recent months. The
positive outlook for employment is acroabnostall industries, which is a favourable developmerdt a NJ
Koukoulas said.
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Expectations for selling prices fitne September quarter wereropar with the previous quarter, with the
index sitting at 15.4 points.

oExpected selling prices remain flat at a level below the long run historical average. This is consistent with
the official inflation data which shows analunflation remaining below trendor the near term at leagt a NJ
Koukoulas noted.

GTheBusiness Expectations Suri&@ggain proving to be a reliable indictor for key economic trettdes

correctly anticipated theick-up in inflation from the end 02016 and that the rise would be moderattt.

has also anticipattwhat many in the market are now agreeingisaisofa G F NIi G2 wHAamT F2NI
Koukoulas added.

The subdued expectations for the third quarter follow on from underwhelming actualtsexcross all

survey components the first quarter: actual results for sales, employment, selling price, profits and capital
investment were down in the Marotuarter compared to theDecember quarter. The Business Actuals Index
fell bynearlyhalf to 60 points and is now at its lowest pointatmost four years.

The gap between the Business Expectations Index (18.8 points) and the Business Actuals Index (6.0 points)
was12.9points in the March quarteg the largest discrepancy in two years, indicgtihat businesses are

failing to realise predicted activity levels. Actual business performance has not outstripped expectations
sincethe Decembequarter2013.
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weak as otherwise upbeat expectations failed to be met. Indeed, as the market is increasingly becoming

alert to the fact that the economy has weakened in 2017, interest rate getbaing priced into the
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Of theseven industries surveyed, Manufacturers stood out as particularly troubled. Manufacturing
businesses saw mulfiear lows across expected sales, profits, and capital investraentell as actual sales,
selling prices, and capital investment. Its Busiredsials Index was at a more than thrgear low for the
March quarter.

Expectations vs ActualsManufacturers
25
20
15
14.8 pts
10

5

Index

0
5
-10
-15
e oo™ e oo™ o oo we® e e oo™

Actual e==O=== Expected

Retailershave also struggled in the new year, with actual sales nearing a-jle@elow.The Retail sector
had the least optimistic outlook overall: at 11.7 points, its Businegsditions IndeXor Q32017was the
lowest across all industries. Manufactusfollowed at 14.8 points.

In addition, when asked whether they wemore or lessoptimisticabout growinghheir business in 2017
compared t02016 Retailers returned the lowest net score of 19.6 (57.1 percent more optinfstis;
percent less optimisticFinance, Insurance & Real Estate firms had the highest net score of 42.1 (63.2
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percent more optimistic21.1 percent less optimistic), as wel the highest Business Expectations Index at
23.2 points.

The Finance, Insurance & Real Estate sector recordedyealtinighs across a number of survey
components includingxpected sales, employment, selling prices and capital investment, as welliak ac
employment and selling priceslowever, its capital investment activity and expectations remained low.

a! GAfTAGASA | ydmaidslaBddr concgibfor Aubstialiag Businesses, with 15.5 percent of
businesses identifying this as the biggest barrier to growth in the coming year. Wholesalers were the most
concerned (24.1 percent) while Construction companies were the least contérepercent).

Additionally, about twethirds of businesses said they have been impacted by rising energy costs, with more
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What do you see as the biggest barrier to growing your business in the year ahe
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percent of Finance, Insurance & Real Estate firms perceived this as their biggest threat to growth. 20.7

percent of Retailers identified online selling by competitors as their biggest barrier, indicating growing

apprehension regardinthe imminent entry of online retail giant Amazon to the Australian market.
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Utility costs, online competition expected to stymie growtt
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The latest D&BAustralian Business Expectations Sungows:

Expectations index for tigeptemberquarter 2017:

T

T

TheEmploymentExpectations Indeis up, reachind5.4 pointscompared tol1.6 points in theJune
guarterand8.2 points a year ago.

TheSalesExpectations Indefell to 29.5 points,down from 33.8points in the preious quarter
However, the current figure igp from the 21.4pointsrecordedat the same time last year
TheProfit Expectations Indegroppedto 16.8 points, down from22.6 pointsin the Juneguarter but
up from 9.4 points in the September quarter of 2016

Plans forCapitalinvestmentare down,with the index at 7.5 pointcompared tol3.3points in the
Junequarter and10.3pointsa year ago

TheSellingPricesExpectations Indewas15.4 points,on par with theJunequarterandup from9.2
points at the same time last year.

Issues expected to influence operations inSkeptembequarter 2017:

T

T

58.9percent of businesses amore optimistic about growth in 2017 compared to 2016, whilé.2
percent ardess optimisticand 13.7 percent are undecided.

Consumer confidenc€36.5 percent) is identified as the issue most likely to influence business
operations in the next quarter, followed lmash flow(15.8 percent) andnterest rates(8.4 percent).
Utilities and operational costsvasidentified as the biggest barriers to growth in the year ahead
15.2percent, followed byonline selling by competitorg13.8 percenteach).

29.8percent of businesses reported having a customer or supplier that beg@mukvent, or was
otherwise unablgo pay them in the past year.

41 .5percent of businesses would choose to miss paymenssifipliersif unable to pay all their bills
on time, followed by payments onkausinesscredit card(23.7 percent).

20.7percent of businesses would prefehmher Australian dollarand 9.6 percent alower dollar,
while 62.1percent think thath i R 2 S & y7® flercant afleluiSitaé.

13.8percent of businesses intend to sefdkanceor new creditin the quarter ahead to help their
business grow, while374 percent will not, andL2.8 percent are undecided.

19.9percent of businesses saiging energy costs have hadrejor impacton their business49.5
percent experienced minor impactand 23.9 percent said rising energy costs haal impacton their
business

Actual results reported for thelarch quarter 2017

T
T

TheActual Employmentindexfor the Marchquarterfell to 5.3 points,down from 8.4 points in the
December quarter 201But up from2.3 points at the same time last year

TheActual Saledndexfell to 10.3 points, down fromi9.7 points in the December quarter and 12.7
pointsa year earlier.

TheActual Profits Indextumbled to 1.7 points in the March quartedown from 11.2 points in the
previous quarteibut up slightly froml.1 points in March 2016

TheActual CapitalinvestmentIndexactivity droppedto 5.9 points, down from8.6 points in the
Decembermquarter and3.2 pointsa year earlier

TheActual SellingPricesindexwas down, slipping t8.7 pointsin the March quarter compared to
11.9points in the previous quarter ar8l4 points in theprior corresponding quarter

About Dun & Bradstreet
Established in 1887, Dun & Bradstreet is Australia and New Zealand's longest established credit information bureau. Baekéehkive
financial database, D&B helps businesses to make informed credit decisions, and consumers to access personal credihinformati

D&B works across the entire credit lifecycle to deliver edrigen solutions in sales and marketing, credit reporting and dedmagement.
Through analysis of financial and behavioural information, D&B also provides current and predictive assessments of the bosimass
conditions and credit activity.



Methodology

Each month D&B asks a sampfexecutives if they

expect an increase, decrease or no change in their quarter
ahead sales, profits, employees, capital investment and
selling prices compared with the same quarter a year ago.

The executives are also asked for actual changes over the
twelve months to the latest completed quarter.

In this issue, thénterim indexes for the latest quagts are
based on approximatel§00 responses obtained during
Apriland May2017.

Charts and tables

It is common practice to present the results of business
expectations surveys as indexes showing the net balance
of the positive and negative responses. However, this
method of aggregating responses loses relevant
information about the relative proportions and rates of
change of the two (positive and negativepgps.

Accordingly, the detailed charts at the top of pages six to
10 in the D&BAustralian Business Expectations Survey
show separately the positive and negative components of
each of the various indexes. These charts help provide a
better insight into theexpectations and performance of
Australian business than that shown by movements in the
simple aggregation of the positive and negative responses.

The aggregate net balance indexes are shown in the charts
at the bottom of pages six to 10.

About Dun & Badstreet

Established in 1887, Dun & Bradstreet is Australia and New
Zealand's oldest credit information bureau. Backed by its
extensive financial database, D&B helps businesses to
make informed credit decisions, and consumers to access
personal credit infamation.

D&B works across the entire credit lifecycle to deliver
data-driven solutions in sales and marketing, credit
reporting and debt management.

Through analysis of financial and behavioural information,
D&B also provides current and predict@gssessments of
the economy, business conditions and credit activity.
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Sales outlook

(Quarterly Net IndexP@.5 points,downfrom 33.8 Sales: D&B Indexes

points)

The positive and negative components of the D&B net
indexes are shown in the adjacedfitart. 5o | Increase Expected 39.7

Expectations

TheSeptembeiquarter 2017 Sales Expectations Index is
295 points, down fronB33.8points in the previous
quarterbut up from 21.4 points gearaga

The index is now2l0 points above its 1§ear average
of 175 points.

39.7percent of businesses expect an increase in their
sales for theSeptembeiquarter of 2017, whild02
percent forecast a decrease, compared to the same

time in 2016. 40
Actual performance 208
The Actual Sales Index for tfinst quarter of 2017s b b ool s
11.2points,down from 19.7 points in theDecember 30 1

quarter2016 and 12.points a year earlier.

34.2percent of firms reported increased sales in the 2
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Profits outlook

(Quarterly Net Index)16.8 points,downfrom 22.6
points)

Thepositive and negative components of the D&B net
indexes are shown in the adjacent chart.

Expectations

The outlook for profits in th&eptember quarte017 is an
index of16.8points,downfrom 22.6points in the previous
quarterbut up from 9.4ooints last year.

The outlook for profits i8.3points above the 1§ear
average index of Bpoints.

31.4percent of businesses expect an increase in their
profits during thethird quarter, while 146 percent forecast
a decrease, compared to the saneripd last year.

Per Cent Increases (+) Decreases (-)

Actual performance

The Actual Profits Indexrfthe March2017 quarter is1.7
points,downfrom 11.2points in the previous quartemnd
1.1points in the previous corresponding quarter.

During thefirst quarterof 2017 24.0 percent of businesses
increased their profits, whil22.3percent experienced a
decrease compared to tHdarchquarter of 205.
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Employment outlook

(Quarterly Net Index)16.4 points,up from 11.6
points)

The positiveand negative components of the D&B net
indexes are shown in the adjacent chart.

Expectations

The employment outlook for thihird quarter 20174s15.4
points,up from 11.6 points in the previous quart@nd8.2
points a year earlier.

The outlook for employment ikl.5points above the 10
year average index of®points.

Some22.2 percent of executives expect to employ more
staff in theSeptembenuarter 2017 compared to the
Septembequarter 2016, whild.8percent expect to
decreaseheir staff numbers.

Actual performance

The Actual Employment Index for tharch2017
quarter isb.3points,downfrom 8.4 points in the
previous quartebut upfrom 2.3points a year earlier.

In theMarchquarter,19.7 percent of businesses
employed more staff than a year earlier, compared to
the 14.4percent that reduced their employment levels.
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Capital Investment outlook

(Quarterly Net Index)/(5points,downfrom 13.3 Capital Investment: D&B Indexes
points) Component Responses
The positive and negative components of the D&B 30

indexes are shown in the adjacent chart.

Expectations
The capital investment outlook for thikird quarter 50 |
2017 is7.5points,downfrom 13.3in the second
quarter and10.3points a year earlier.

TheCapital Investment Expectations Indef.4
points above the 1§ear average index of 7.1
points.
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16.1percent of businesses expect an increase in

o

Increase Expected 16.1

Increase Actual 13.0

their investment leveih the September quarter of
2017 while8.6 percent plan to decrease investment
leve compared with a year earlier.

Per Cent Increases (+) Decreases (-)

Actual performance -10 1

For theMarchquarter 207, the actual index for Decrease Actual -7.1

investment i5.9points, down fronB.6points in the
previous quarter an@.2points a year ago.
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Selling Prices outlook

(Quarterly Net Index) Bl4 points,on par with15.4
points)

The positive and negative components of the D&B
net indexes are shown in the adjacent chart.

Expectations

The Selling Prices Expectations Index fo3a2017
is 5.4 points,on par with thel5.4points in the
previous quarteandup from 9.2points a year
earlier.

The oulook for selling prices B.3points lower than
the 10year average of29points.

Some22.0percent of firms expect to have higher
selling prices in th&eptembeiquarter 2017
compared to a year earlier, whife6 percent expect
lower prices.

Actual performance

At 8.7 points, the Actual Selling Prices Index for the
March 201 uarter isdown from 11.9points in the
previous quartebut up from8.4points a year ago.

While173 percent of businesses increasedithe
selling prices compared to the same time a year
earlier,8.6 percent had decreased selling prices.

D&B Australian Busine&xpectations Surveyconducted May 2017



