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About The Survey

Business expectations
The Commonwealth Bank Business SA Survey of Business Expectations is an opinion-based survey that samples businesses
sectors in South Australia.

The purpose of the survey is to act as a lead indicator, which can enable a timely response to emerging issues and the
continued promotion of growth and development of South Australian industry and business.

South Australian economy

The confidence of South Australian businesses remained well above that of the nation as a whole in the December quarter
2009. Improvements in confidence stand in the face of increases in interest rates experienced in the same period. However,
the rate increases thus far have been more of a recognition of strong demand in the economy, something South Australian
businesses are expecting more of. Confidence has also remained resilient despite the near unanimous expectations that further
rate rises are on the way.

Actual sales revenues improved in the December quarter 2009, although they remain below expected levels. However,
expectations remain high for the March quarter 2010, with export sales expected to be particularly robust. High expectations
for export sales in the March quarter 2010 will, if realised, be a very positive outcome for the State economy. The
September quarter 2009 GDP figures showed a nine percent fall in South Australian export volumes. A solid lift in profits is
expected to accompany a rise in sales in the March quarter 2010.

Rising confidence, profits and sales generally leads to stronger investment and employment outcomes. However, expectations
for the next quarter are mixed. South Australian businesses are expected to continue to lift employment levels in the March
quarter 2010, which should see a further decline in the State's unemployment rate. Recent news on the labour market front
suggests that the unemployment rate has already peaked and is on the way down. Yet when polled, 42 percent of South
Australian firms were expecting the unemployment rate to rise. In net terms South Australian firms found it more difficult to
recruit professional and skilled workers in the December quarter 2009 compared to the September quarter 2009. Those firms
looking for a higher unemployment rate to ease skill shortages may find themselves playing catch-up as the recovery in the
economy picks up through the course of 2010.

Expected capital expenditures remained subdued for the March quarter 2010, particularly for plant and equipment. However
order books are expected to increase. If expectations are realised, an increase in orders and a curtailment of investment
spending could hasten the onset of capacity constraints as the recovery in the South Australian and national economies
gathers pace over the course of 2010. Combined with expected increases in materials and overhead costs and shortages of
skilled workers, the prospects of inflationary pressure emerging is a genuine one towards the latter half of 2010 and into 201 I.

Disclaimer

Opinions expressed in this survey do not necessarily represent those of Business SA or the Commonwealth Bank. No
responsibility is accepted by Business SA or the Commonwealth Bank for the accuracy of any statements, opinions or advice
contained in the survey and readers should rely upon their own enquiries when making any decisions affecting their own
interests.
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