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MAIN FEATURES
For the December 1993 quarter, the provisional trend Company Profits have now recorded 10 consecntive
estimate of company profits (before income tax) for quarters of growth and are now at the highest leve] since

companies with more than 30 empioyees, is estimated to the series began. The December guarter 1993 trend is 26
be $5,226 million, a 4 per cent rise from the revised per cent higher than the December quarter 1992
September quarter estimate. ' estimate.
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» for information about other ABS statisiics and services picase refer 10 the back page of this
publication.




Industry

Trend estimates of company profits for the
manufacturing sector continues to show a steady pattern
of growth, with estimated profits of $2,494m, an increase
of $96m, or 4 per cent.

The mining industry reported a fall in profits for the
ihird consecutive quarter with a 7 per cent detrease in
December quarter.

The wholiesale sector recorded its second consetutive
decrease with a drop of 18 per cent in the December
guarter, while retail remained static when compared to
the revised September quarter.
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COMPANY PROFTTS REFORE INCOME TAX
Trend estimates by industry

Change from

Dec 93 Sepr 1993

Im Fo Sm

Mining L. 1213 pi) .96
Manufacturing 2,454 48 56
Wholesale 322 6 -69
Retail 332 [ 2
Total {a) 5,22 100 206

(a) Includes ‘Cnher’ industries.

RELIABILITY OF CONTEMPORARY TREND ESTIMATES

" The table below presents trend estimates of company
profits hefore income tax from December quarter 1992
onwards.

These trend estimates have been derived by applying a
centred 7 term Henderson weighted moving average to
all but the last three quarters of the seasonally adjusted
series. The last three quarterly trend estimates have
been nbtained b» applying a set of moving averages that
approximate the Henderson averages. While this
procedure enables production of trend estimates for the
latest periods, it also results in revisions to the trend
estimates for the most recent quarters as additional
seasonaily adjusied observations become available in
subsequent quarters,

To illustrate the possible impact of future quarters
observatiosfs on the provisicnal trend estimates for the
latest three quarters, the table ailse shows the revisions to
these trend estimates that would resuit if the seasonaily
adjusted estimate of company profits next quarter
(March 1994) is 10 per cent higher or lower than this
quarter and if there are no revisions to the current or
previous quarters’ estimates,

The 10 per cent range has been chosen because in the
last decade the average quarterly percentage movement,
without regard to sign, of the seasonmally adjusted
company prefit before income tax has been about 10 per
cent.

If the seasonally adjusted estimate of company profits
were to decrease by 18 per cent in the March quarter,
the provisional trend estimate for that guarter would be
$5,015, million, a movement of -1 per cent. The
movements for June, September and December which
are provisionally 6 per cent, § per cent and 4 per cent
respectively, would be revised to 7 per cent, 5 per cent
and 1 per cent respectively. On the other hand. a 10 per
cent seasonally adjusted rise in company profits in the
March quarter, would produce a trend estimate of
$5,719 million, a movement of 7 per cent, with the
movements in the trend estimate for June, September
and December being revised to 6 per cent, 7 per cent and
7 per cent, respectively.

COMPANY PROFTYTS BEFORE INCOME TAX — RELIABILITY OF TREND ESTIMATES

Revised trend estimate if March 1994 seasonally adjusted

company profis before tncome !ax_

is down 10% on December 1993

5 up {0% on December 1993

% change % change % change
. on previous on previous on previous
Period Sm quarier $m quarter 3m quarter
1992.93
December 4,148 7 4,148 7 4,148 7
March 4,441 T 4441 7 4,441 7
June 4716 6 4,757 7 4,695 6
199394
September 5020 6 5,000 5 5,021 7
December 522 4 5,054 | 5,351 7
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TABLE L. SUMMARY OF COMPANY PROFITS BEFORE INCOME TAX

($ million)
Company Profits Company Profits
Before Income Tax, Before fncome Company Profits
MNet Interest Paid Tax and Net Before
and Depreciation interest Paid Income Tax
Period Seasonaily Trend Seasonally Trend Seasonally Trend
Original Adjusted Estimate Original Adjusted Estimate Original Adjusted Estimate
Jog0-61
December 9,895 8,816 8,240 7316 6,296 5,740 4.6%) 3,789 3,227
March 6,728 7,445 7774 4219 4,897 5254 1,976 2,437 2,807
June 7010 7.281 7,494 4,474 4,805 4942 2,122 2,366 2,563
1991.92 .
September 7975 7,851 7.658 5,292 5173 5,028 3,057 3,012 2,756
December 8,958 7965 8,037 6,243 5273 5312 3943 2,999 3,109
March 7,57 8,428 r 8214 4,807 5,593 r 5447 2,883 3,553 T 3,356
June ¢ r 1,712 r 8,052 8,243 r 4973 r 5315 54N r 2,942 r 3,264 3,569
199293
September r r 8,476 r 8,405 8322 r 3713 r 5,655 5,530 r 4,193 r 4,152 3,864
December r r 9,500 r 8,412 8.509 r 6,593 r 5521 5676 r 5,048 r 3,935 4,148
March r 7.99¢ 8919 8,823 r 5,195 7 6,055 5939 3,701 4619 4,441
Juse s 8,591 9,070 9,153 5758 6,131 6,220 4,090 4,546 4116
1993.94
September r 9,689 9,547 9,480 6,68% 6,547 6,451 5310 5,129 5,020
December p 11,009 9,754 9,740 7,888 6,559 6,541 6,618 5,255 5,226
TABLE 2. COMPANY PROFTTS BEFORE INCOME TAX, ORIGINAL SERIES
($ million)
Company Profiis Company Profus
Before Income Tax, Before Income Company Profits
Net Interest Paid Tax and Nes Net Interest Before
Period and Depreciation Depreciation Interest Paid Paid Income Tax
1990-91 32,140 10,079 22,061 9,778 12,284
1991-92r 32,222 10,907 21,315 8,490 12,825
199293 r 34,667 11,409 23,258 6,226 17,032
1986491
December 9,895 2,57% 7,316 2,626 4,690
March 6,728 2,500 4219 2,243 1976
June 7,010 2,536 4,474 2,352 2,122
1991.92
September 7,975 2,683 5292 2235 3,057
December 8,958 2714 6,243 2,300 3,943
March 7,577 2,770 4,807 1,924 2,883
June r NIV 2,740 4973 2,031 2942
19892.93
September r 8,476 2,763 5713 1,520 4,193
December r 9,500 2,908 6,593 1,545 5,048
March r 7,999 2,805 5,195 1,494 3,701
Juner 8,691 2,933 5,758 1,668 4,000
1993.94
September r 9,689 3,000 6,689 1,380 5310
December p 11,609 3,122 7.888 1,270 6,618
APPROXIMATE STANDARD) ERRORS
Quarterly Total 95 30 91 26 83
Cuanerly
Movement (a) 84 14 82 13 80

{a) Refer to paragraph 22 of the explantory notes.




TABLE 3. COMPANY PROFITS BEFORE INCOME TAX, NET INTEREST PAID AND DEPRECIATION BY BROAD INDUSTRY

SEASONALLY ADJUSTED SERIES AND PERCENTAGE CHANGE

Company Company
Prafiss Prafits
Before Before Company Profits Before Income Tax
Income Tax, Income Tax
Net Interest and Net Other
Faid and Interest Manu-  Wholesale Retail Selected
Period Depreciation Paid Mining facturing Trade Trade Indusiries Toial
$ MILLION
1950-91
December 8,816 6,206 1,768 1.319 541 256 -05 3,789
March 7,445 4,897 1,412 1,096 15 F7 —163 2,437
June 7,281 4,805 1,342 i,141 -172 195 =141 2366
199F.927
September 7 851 5173 1275 1,302 254 160 21 3,012
December 7,965 5273 1,318 1,385 -19 266 49 2,999
March 8,428 5,593 1,331 1,671 237 169 146 3,553
June r 8,052 5,315 1,123 1,514 418 224 -15 3,264
199203
September r 8,405 5,655 1,598 1,804 308 376 65 4,152
* Decemberr 8412 5,521 1,165 1,501 320 300 240 3,935
March r 8,919 6,055 1,426 2,115 440 417 221 4,619
Tuner 9,070 6,131 1,360 2,248 452 316 171 4,546
1993.94
Seplember 1 9 547 6,547 1,360 2462 427 300 580 5,129
December p 9,754 6,559 1,131 2,444 254 366 1,061 5,255
PERCENTAGE CHANGE
1990.9¢
December 5 6 28 -1 =3 -5 -23 9
March -16 -22 =20 -17 97 -0 -7 =36
Tane -2 -2 -5 4 -1,22% 152 14 -3
1991.92
Sepiember 8 8 -5 14 248 ~18 115 27
December 1 2 3 6 -108 &6 131 0
March 6 6 1 21 1,330 =37 196 18
Juner . -5 -16 £ 77 33 -110 -8
1992.93
September r 4 6 42 9 -26 67 529 27
December r G =2 =27 -5 4 ~18 268 -5
March r 6 10 22 1 3% 35 -8 17
June r 2 1 =5 [ 3 -24 =23 -2
1993-94
September r 5 7 0 10 - -5 239 13
December p 2 0 =17 -1 41 22 83 2




TABLE 4. COMPANY PROFITS BEFORE INCOME TAX, NET INTEREST PAID AND DEPRECIATION BY BROAD INDUSTRY
TREND ESTIMATES AND PERCENTAGE CHANGE

Company Company
Prafits Praofits
Before Before Company Profits Before Incaome Tax
Income Tax, Income Tax
MNet Interest and Net Other
Paid and Interest Manu- Wholesale Retail Selected
Period Depreciation Paid Mining Jacturing Trade Trade Industries Total
$ MILLION
1990-91
December 8,240 5,740 1,551 1,226 469 209 -119 3227
March 1,174 5,254 1,498 1,156 383 150 -144 2,807
June 7,494 4,942 1,365 1,158 241 155 -106 2,563
1994.92
Seprember T658 5,028 1,299 1,275 141 188 -13 2,756
December 8,037 5312 1,277 1,430 138 204 66 3,109
March r 8214 5,447 1,288 1,545 216 216 69 3,356
Juner 8,243 5471 1,311 1,638 310 252 59 3,569
199293
September t 8,322 5,530 1,336 1,756 358 312 102 3854
December ¢ 8,509 5676 1,357 1,913 364 365 150 4,148
March r 8,823 5,939 1371 2,19 412 351 188 4,441
June r 9,153 6,220 1,351 2,265 435 339 326 4716
1903.94
September r 9,480 6,451 1,309 2,398 391 330 591 5,020
December p 9,740} 6,541 1,213 2,454 322 332 875 5,226
PERCENTAGE CHANGE
199697
December =5 -7 4 =12 -1 -32 93 =10
March 3 -3 -3 - —18 28 -2 -13
June -4 -6 -9 0 -37 3 26 -9
1961.92
September 2 2 -5 10 —42 21 88 8
December 5 6 -2 12 -2 9 627 13
March r 2 3 1 g 56 5 5 H
June r 0 0 2 6 43 17 -16 6
1992.63
Sepiember r 1 1 2 7 16 24 74 8
December ¢ 2 3 2 9 2 17 47 7
March v 4 5 1 10 13 -1 26 7
Tuner 4 5 -2 7 6 -6 73 6
1993.94
September ¢ 4 4 -3 3 =10 -2 81 6
December p 3 1 =7 4 ~18 1 48 4
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EXPLANATORY NOTES

Introduction

This publication presents preliminary estimates of
company profits for selected industries in Australia. The
series have been compiled from data collected by the
Australian Bureau of Statistics (ABS) in its quarterty
Sarvey of Company Profits.

Scope of the survey

2. The survey is designed to measure profits, deprecia-
ton and net interest paid of companics (i.e. incorporated
business enterprises) in the private scctor in Australia,
Companies excluded are those primarily engaged in agri-
colture, forestry, fishing, hunting (ASIC categories (01-04),
banking (614), non-bank finance {615), unit trusts, land
trusts, mutual funds (6161), insurance (623), public
administration (71} and community service activities (81-
84,

3. The data in this publication relate to companies
cmploying more than 30 people. It is cstimated (from a
1987-88 annual survey) that smaller companics account
for only about 10% of profit in the selected mdustries,
with coverage of company profits for the major industry
groups as follows:

— 999,
o Manufacturing — 93%
+ Wholesale/relml — 74%
¢ Other industries — 66%

Coverage in this publication

s Mining

4, Inorder 1o classify profits by industry in these series,
each statistical unit (see paragraph 10) is classified 1o the
Australian  Standard Industrial Classification (ASIC)
industry in which it mainly operates.

5. The industries shown in this publication are detailed
below.

Publication Industry ASIC

MINING DIVISION B

MANUFACTURING DIVISION C
Food, Beverages & Tobacco Sub-division 21
Textiles,Clothing and Footwear  Sub-division 23,24
Paper and Printing Sub-division 26
Chemicals, Petroleum and
Coal Products Sub-division 27
Basic Metal Products Sub-division 29
Transport Equipmcnt Sub-division 32

Sub-division 31
Sub-division 33

Fabricated Metal Products
Other Machinery and Equipment
Other Manufacturing
Wood, Wood Products and Furniture Sub-division 25
Non-metallic Mineral Products Sub-division 28
Miscellaneous Manufacturing Sub-division 34

WHOLESALE TRADE SUB-DIVISION 47
RETAIL TRADE SUB-DIVISION 48
OTHER SELECTED INDUSTRIES
Include -
Electricity, gas and water Division D
Construction Division E
Transport and storage Division G

Communication Division H
Holding companies n.e.c.

and holder investors n.e.c. Classes 6162-3
Services to finance and

investment Group 617
Services to insurance Group 624
Property and business services Sub-division 63
Enicrtainment and recrcational

services Sub-division 91

Sub-division 92
Sub-division 93

Restauranis, hotels and clubs
Personal services

Definitions

6. A company is an incorporated private sector business
enterprise.  For the purpose of the survey, branches of
overseas companies operating in Australia are included
but overseas branches of Australian companies are ex-
cluded.

7.  Company profits (before income tax) is defined as
Net operating profit or loss before income tax and
extraordinary items and is net of capiltal profits or losses
and dividends received.

8. Net interest paid is interest expense less any interest
revenue. Interest received from or paid 1o overseas is in-
cluded. The interest component of finance lcase payments
is also included.

9. Depreciation of fixed assets is as per management
accounts and includes depreciation on equipment acquired
under a finance lease.

Statistical unit

10. From the beginning of 1989, the ABS has introduced
a new statistical unit known as the management unit. The
management unit is the highest-level unit within a
business, having regard for industry homogeneity, for
which accounts are maintained; in nearly all cases it
coincides with the legal entity owning the business (i.e.
incorporaled company). In the case of large diversified
businesses, however, there may be more than one
management unit, cach coinciding with a ‘division’ or
‘line of business’. A division or line of business is
recognised where separate and comprehensive accounts
are compiled for it The management unit is being
implemented on the ABS central register of businesses and
included in the Survey of Company Profits as reporting
arrangements with the larger groups of companics are
{inalised.

11, Where the management unit has not been imple-
mented, the statistical unit is still the company as presently
recorded on the ABS central register of businesses.

Compatability of series

12.  The conceptual basis of the survey has changed
from that used in the June quarter 1989. Since the
September quarter 1989, the survey collects information
from respondents’ management accounts. Previously,
data was sought on a modified tax basis.

13.  There will be an on-going effect on the aggregate
data due to the change of statistical unit (se¢ paragraphs 10
to 11 above). No attempt has been made to adjust back
serics for this change but the effects are likely to be
insignificant,




Seasonal adjustment

i4, Seasonal adjustment is a means of removing the es-
timated effects of normal seasonal variation from the se-
ries so that the effects of other influences can be morc
clcarly recognised.

15, Seasonal adjustment may be carried out by various
methods and the results will vary accordingly. Seasonally
adjusted statistics are in fact only conditionat estimates.
Short term movements in all the published series cannot
be assumed to indicate changes in trend.

16. It should also be noled that the seasonally adjusted
figures necessarily reflect the sampling and other errors to
which the original figures arc subject.

17. Atleast once each year the seasonally adjusted series
are revised to take into account the latest available data.
The most recent reanalysis of the company profits series
takes into account dala collected up to and including the
June quarter 1992 survey. The nature ol the scasonal
adjustment process is such that the magnitude of some
revisions resulting from rcanalysis may be quite
significant, especially for data for morc receni quarlers.
For this reason, additional carc should be exercised when
interpreting movements in seasonaily adjusted data for
MOFC reCent QUArters.

18, Seasonal adjustment procedures do not aim to remove
the irregular or non-scasonal influences which may be
present in any particular quarter, such as processing delays
or industrial disputes. Irregular influcnces that arc highly
volatile can make it difficult 10 intcrpret the movement of
the series even after adjustment for seasonal variation.

19. The scasonally adjusted series can, howcver, be
smoothed to reduce the impact of the irregular component
in the adjusted series. This smoothed seasonally adjusted
series is called a trend estimate. The trend estimates of
company profits statistics have been derived by applying a
7-term  Henderson-weighted moving average 0 the
seasonally adjusted serics.

20. While this technique enables trend estimates for the
latest period to be produced, it does result in revisions to
the trend estimate for the most recent quarters as
additional obscrvations become available. There may also
be revisions as a result of changes in the original data, and
as a result of re-¢stimation of seasonal factors. Users may
wish to refer to the ABS Information Papers, A Guide fo
Smoothing Time Series — Estimates of "Trend” (1316.0)
and Time Series Decomposition — An Overview {1317.0)
for more detailed information on smoothing of seasonally
adjusted time scries data.

Survey sample redesign

21. Septcmber quarter data reflect changes in the sample
of companies surveyed.  About 20% of sampled
companics arc rotated out of the survey in the September
quarter and rcplaced with companies of similar size and
activity. The major effect of this rotation is that standard
errors of movement for the September quarter tend to be
larger than for other quarters. The movement standard
errors in Tables 2, 5, 6 and 7 are based on data from a
number of quarters and will therefore tend to understate
the truc standard errors for September quarter movement
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estimates. Estimates of September quarter movement
standard errors arc available on request.

Reliability of the estimates

22. Since estimates are based on information obtained
from a sample drawn from units in the surveyed
population, the estimates and the movements derived from
them are subject to sampling variability. One measure of
the difference is given by the standard error which
indicates the extent to which an estimate might have
varied by chance because only a sample of units was
included. There are aboul two chances in three that a
sample estimate will differ by less than one standard error
from the figure that would have been obtained if all units
had been included, and about nineteen chances in twenty
that the difference will be less than two standard errors.

23. Approximate standard errors for estimates of level
and movement for company profits, depreciation and net
interest paid are prcsented in Tables 2, 5, 6 and 7.

An example of the use of standard errors for the current
quarter is as follows:

Estimate of movement. The estimate of quarterly
movement to December quarter 1993 for company
profits before income tax was $1,308m from the
September estimate of $5,310m. The standard error
on movement is $80m (Table 2). There are two
chances in three that a complete collection would
have given an estimate of movemem within one
standard error of the sample estimate (i.. in the range
$1,228m 10 $1,388m). There are nineteen chances in
(wenty that a complete collection would give an
estimate within two standard errors of the sample
estimate (i.e. in the range $1,148m 10 $1,468m).

24. The imprecision due to sampling is not the only type
of inaccuracy to which the estimatcs arc subject.  Other
inaccuracies, referred 1o collectively as non-sampling
errors, may occur for example, because of incorrect
rcporting by respondents, and deficiencies in the central
register of businesses from which the sample is selected.

25. Every effort is made to reduce the non-sampling crror
to a minimum by careful design of questionnaires,
cfficient operating procedures, and appropriatc
methodology.

Survey methodology

26. The survey is conducted by mail on a quarterly basis.
Forms are sent to a sample of approximatcly 3,000
busingss units employing more than 30 people. The
sample is selected from the ABS central register of
businesses and is stratified by industry and number of
cmployees., All business units with over 140 employees
and/or known large profit/loss are included in the sample.

27. Respondents are asked to provide data on the same
basis as their own management accounts. Where a
particular business unit does not respond in a given
survey, an estimate is substilutcd.  Aggregatcs arc
calculated from reported data using the number raised
cstimation technique. Data are edited both at ndividual
business unit level and at aggregate level,




Revisions to estimate

28. [t should be noted that the estimates in this publica-
tion are subject to revision. This is particularly so with the
latest quarter which is usually compiled on the basis of in-
complete response. In addition, earlier quartcrs may be
revised by companies as they finalise their accounts.

Comparison with other ABS statistics

29. The series *“Company Profits Before Income Tax, Nct
Interest Paid and Depreciation” equates, broadly with the
national accounting series of ‘Gross Operating Surplus of
Privaic Corporate Trading Enterprises’. However, the two
series are not directly comparable for the following rea-
sons:

(a} the national accounts estimates of gross operating
surplus include the profits of all companies
whereas results from the survey relate only to
those companics with employment of more than
30 persons

{b) the national accounts estimates of gross operating
surplus include estimatcs for companies classified
to the agriculture, forestry, fishing and hunting,
and community services industrics

(c) the national accounts estimates of gross operating
surplus are after deduction of the stock valuation
adjustment which measures the portion of income
attributable to holding gains or losses resulting
from stock valuation practices

(d) the national accounts estimates of gross operating
surplus include details relating to net third party
insurance transfers, royalty and land rent payments

(¢} the national accounts estimates incorporate dala
from other sources such as taxation data as well as
information from the Survey of Company Profits.

Unpublished statistics

30. More detailed industry data from this survey are
available on request. The cost for such a service being
dependant upon the amount of data requested. Inquiries
should be made to the officer named in the Phone
Inquiries section at the front of this publication or by
writing t0 The Dircctor, Business Surveys Section,
Australian Bureau of Statistics, P.O. Box 10, Belconnen,
AC.T. 2616.
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Related publications

31, Users may also wish to refer to the following
publications:

Private New Capital Expenditure, Australia, Actual and
Expected Expenditure, Preliminary (5625.0) — issued
quarterly

Private New Capital Expenditure, Australia (5626.0) —
issued quarterly

State Estimates of Private New Capital Expenditure,
Actual and Expected Expenditure (5646.0) — issued
quarterly

Stocks Manufacturers’ Sales and Expected Sales,
Australia (5629.0) — issued quarterly

Australian National Accounts. National Income and
Expenditure (5206.0) — issued quarterly

A Guide 1o Smoothing Time Series Estimates of Trend
(1316.0)

32. Current publications produced by the ABS are listed
in the Catalogue of Publications and Products, Australia
(1101.0). The ABS also issues, on Tuesdays and Fridays,
a Publications Advice (1103.0) which lists publications to
be released in the next few days. The Catalogue and the
Publications Advice arc available from any ABS office.

Symbols and other usages

r daia or series revised since previous issue
p preliminary figures or series subject to revision
s.a. seasonally adjusted figures

IAN CASTLES
Australian Statistician




For more information ...

The ABS publishes a wide range of statistics and other information on Australia’s
economic and social conditions. Details of what is available in various publications
and other products can be found in the ABS Catalogue <f Publications and Products
available at all ABS Offices {see below for contact detaiis).

information Consuitancy Service

Information tailored to special needs of clients can be obtained from the Information
Consultancy Service available at ABS COffices (see Information Inquiries below for
contact details).

National Dial-a-Statistic Line
0055 86 400

[Steatycom FfL: premium rate 25¢i21 4 sacs.)

This number gives 24-hour access, 365 days a year for a range of statistics.

Electronic Data Services

Selections of most frequently requested statistics are available, updated daily, on
DiscoveRy (Key *656#). For more details on electronic data services available,
contact Information Services in any of the ABS Offices (see Information Inquiries
below for contact details).

Bookshops and Subscriptions

There are over 400 titles of various publications available trom ABS bookshops in all
ABS Offices (see below Bookshop Sales for contact details). The ABS also provides
a subscription service through which neminated publications are provided by mail on
a regular basis at no additional cost {telephone Publications Subscription Service toll
free on 008 02 0608 Austiralia wide).

Sales and Inquiries

Reglonal Offices Information Inquiries Bookshop Sales
SYDNEY (02) 268 4611 268 4620
MELBOURNE (G3) 615 7000 615 7828
BRISBANE  (07) 222 6351 222 6350
PERTH (09) 323 5140 323 5307
ADELAIDE (08) 237 7100 237 7582
HOBART (002) 20 5800 20 5800
CANBERRA  (06) 207 0326 207 0326
DARWIN (089) 43 2111 43 2111
National Office
ACT (06} 252 6007 008 020 608
ABS Email Addresses

Keylink STAT.INFO/ABS

X400 (C:AU,A.TELMEMO,O:ABS,SN:INFO,FN:STAT)

Internet STAT.INFO@ABS. TELEMEMO.AU

>
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