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MAIN FEATURES
For the March 1994 quarter, the provisional trend Company Profits have now recorded 11 consecutive
estimate of company profits (before income tax) for quarters of growth and are now at the highest level since
companies with more than 30 employees, is estimated to the series began. The March quarter 1994 trend is 34
he $5,997 million, a 10 per cent rise from the revised per cent higher than the March quarter 1993 estimate.

December quarter estimate.
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Industry

Trend estimates of company profits for the mining
industry continue the fall in profits for the fourth
consecutive quarter with a 5 per cent decrease in March.

The manufacturing sector continues to show a steady
pattern of growth, with estimated profits of $2,983m, an
increase of 13 per cent in March following an 11 per cent
increase in December,

The wholesale sector recorded an 8 per cemt gzin to
$418m in the March quarter, while retail moved up 19
per cent to $478m from the revised December figure of
$402m.

COMPANY PROFITS BEFORE INCOME TAX
Trend estimates by industry

Change from

Mar 1994 Dec 1993

Em % S

Mining 1,178 20 57
Maaufacturing 2,983 50 335
Wholesale 418 7 30
Retail 478 8 76
Total (a) 5,997 100 558

{a) Includes ‘Other' industries.

RELITABILITY OF CONTEMPORARY TREND ESTIMATES

The table below presents trend estimates of company
profits before income tax from March quarter 1993
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 frend estimates have
been obtained by 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
seasonally adjusted observations become available in
subsequent quarters.

To illustrate the possible impact of future quarters’
observations on the provisional trend estimates for the
latest three quarters, the table also shows the revisions to
these trend estimates that would result if the seasonally
adjusted estimate of company profits mext quarter (June
1994) is 10 per cent higher or lower than this gquarter
and if there are no revisions fo the current or previous
guarters’ 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 seasonally adjusted
company profit before income tax has been about 10 per
cent,

If the seasonally adjusted estimate of company profits
were to decrease by 10 per cent in the June quarter, the
provisional trend estimate for that quarter would be
$6,218 million, a movement of 1 per cent. The
movements for September, December and March which
are provisionally 7 per cent, 9 per cent and 10 per cent
respectively would be revised to 7 per cent, 9 per cent
and 8 per cent respectively. On the other hand, a 10 per
cent seasonally adjusted rise in company profits in the
June quarter, would produce a trend estimate of $7,095
million, a movement of 14 per cent, with the movements
in the trend estimate for September, December and
March being revised to 6 per cent, 11 per cent and 15 per
cent respectively.

COMPANY PROIFTTS BEFORE INCOME TAX — RELIABILITY OF TREND ESTIMATES

Revised trend estimate if June 1994 seasonally adjusted

company profits before income tax -

is down [10% on March 1994

is up 0% on March 1994

% change % change % change
. On previous on previous on previous
Period Sm quarter $m quarter Em quarter
1992.93
March 4,474 8 4474 8 4474 8
June 4,657 4 4,657 4 4,657 4
1993.94
September 4,976 T 4,097 7 4,920 6
December 5,439 9 5,426 9 5453 Il
March 5,997 0 5879 8 6,249 15
June —_ - 8218 [ 7 Nas 14



TABLE 1. SUMMARY OF COMPANY PROFITS BEFORE INCOME TAX

($ million)
Company Profits Company Profits
Before Income Tax, Before Income Company Profils
Net Interest Paid Tax and Net Before
and Depreciation Intergst Paut Income Tax
Period Seasonally Trend Seasonally Trend Seasonally Trend
Original Adpusted Estimate Originaf Adpusted . _Estimaie Original Adiusted _ Estimaie
1990-6}
March 6,728 7,445 7,774 4219 4,897 5,254 1,976 2,437 2,807
June 7,010 1,281 7.494 4474 4,805 4942 2122 2,366 2,563
1991-92
September 7.975 7,851 7,658 5202 5,173 5,028 3,057 3,012 2,756
December 8,958 7,965 8,037 6,243 5273 5312 3,943 2,999 3,109
March 1577 8,428 8214 4 807 5,593 5,447 2,883 3,553 3,356
June 7,712 8,052 8,243 4973 5315 5471 2,942 3,264 3,569
J992.92
September 8,476 8,405 8324 5713 5,655 5530 4,193 4,152 3,863
December 9,500 8412 8,512 6,593 5,521 5,677 5,048 3,935 4,146
March - 7.999 8919 8,830 5,195 6,055 5,961 3,701 4619 4,474
June r 8,654 9,033 9,051 5,757 6.131 6,138 4,111 4,568 4,657
1993.94
September © 9,595 9,451 9,293 6,672 6,528 6,364 5377 5,195 4,976
December r 10,429 9,205 9,628 7,436 6,170 6,664 6,230 4,881 5,439
March p 9,290 10,434 10,050 6368 7,512 6,967 5,150 6,545 5.997
TABLE 2. COMPANY PROFITS BEFORE INCOME TAX, ORIGINAL SERIES
(% miltion)
Company Profits Company Prafits
Before Income Tax, Before fncome Company Profuts
Net Interest Paid Tax and Net MNet Interest Before
FPeriod and Depreciation Depreciation Interest Paid Paid Income Tax
1990-91 32,140 10,079 22,061 9778 12,284
1991-92 32,222 10,907 21,315 8,490 12,825
1992-93 34,630 11,372 23,258 6204 17,053
199091
March 6,728 2,509 4219 2,243 1,976
June 7,010 2,536 4,474 2352 2,122
1991.92
September 7975 2,683 5,292 2235 3,057
December 8,958 2714 6,243 2,300 3,943
March 7,577 277G 4,807 1524 2,883
June 7,712 2,740 4,973 2,031 2942
1992-93
September 8,476 2,763 5,713 1,520 4,193
December 9,500 2,908 6,593 1,545 5,048
March 7,999 2,805 5,195 1,494 3,701
June 8,654 2,896 5,757 1,646 4,111
1993.94
September 1 9,595 2,924 6,672 1,295 5377
December r 10,429 2,993 7436 1,206 6,230
March p 9.290 2,922 6,368 1,218 5,150
APPROXIMATE STANDARD ERRORS
Quarterly Total 95 30 91 26 83
Quarcrly
Movement {a) 84 14 82 13 %0

(2} Refer 1o paragraph 22 of the explantory notes.



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

SEASONALLY ADJUSTED SERIES AND PERCENTAGE CHANGE

Company Company
Profits Profits
Before Before Company Profits Before income Tax
Income Tax, income Tax
Net Interest and Net Other
Paid and Interest Manu- Wholesale Retail Selected
Period Deprecietion Paid Mining Jacturing Trade Trade Industries Total
$ MILLION

1000-9¢

March 7.445 4,897 1412 1,096 15 7 -163 2,437
June 7,281 4,805 1342 1,141 -172 165 ~141 2,366
1994.92

September 7,851 5173 1,275 1302 254 160 21 3,012
December 7.965 5273 1,318 1,385 -19 266 49 2,99
March 8,428 5593 1,331 1,671 237 169 146 3,553
June 8,052 5,315 1,123 1514 418 224 -15 3,264
1902.93

September 8,405 5,655 1,598 1,804 308 376 65 4,152
December 8,412 5521 1,165 1,901 320 0 240 3935
March 8,919 6,035 1,426 2,115 440 417 221 4,619
Jene r 0,033 6,131 1,378 2,251 453 316 171 4,568
199304

September r 9,451 6,528 1,398 2,474 428 300 598 5,195
Decernber ¢ 9,205 6,170 1,139 2,355 254 369 764 4,881
March p 10,434 7,512 1,208 3,252 533 375 978 6,545

PERCENTAGE CIIANGE

199¢.91

March -6 22 -2 -17 -97 =70 -71 -36
June -2 -2 -5 4 -1,229 152 14 -3
1964.92

September 8 8 -5 14 248 —-1i8 115 27
December 1 2 3 & -108 68 131 Q
March 6 6 i 21 1,330 ~37 196 18
June —4 -3 -16 -9 77 33 -110 -R
1992.93

September 4 6 42 19 26 67 529 27
December Q -2 =27 5 4 —18 268 -5
March 6 10 22 11 38 35 -8 17
June 1 1 1 -3 6 3 24 =23 -1
1993.94

Septernber r 5 6 1 10 -6 -5 248 14
Decomber r -3 ) -19 -5 —41 23 28 -6
March p 13 22 6 38 110 56 28 34




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

Compary Company
Profits Profits
Before Before Company Profits Before Income Tax
fncome Tax, Income Tax
Net Interest and Net . Other
Paid and fnterest Manu-  Wholesale Retait Selected
Period Depreciation Paid Mining facturing Trade Trade Industries Total
$ MILLION
1986-9;1
March 7,774 5754 1,498 1,156 383 150 ~144 2,807
Tune 7.494 4,942 1365 1,158 241 155 -106 2,563
1991.92
September 7,658 5,028 1,299 1,275 141 188 ~13 2,756
December 3,037 5312 1277 1,430 138 204 &6 3,109
March 8,214 5,447 1,288 1,545 216 216 69 3,356
Tune 8,243 5471 1311 1,638 310 252 59 3,569
196293
September 8324 5,530 1,235 1,756 358 312 02 3,863
December 8,512 5,671 1,356 1913 364 365 149 4,146
March 8.839 5,961 1,378 2116 412 360 207 4,474
June r 9,051 6,138 1,368 2229 426 325 308 4,657
1993-94
September 9,293 6,364 1,330 2,393 397 338 519 4976
December r 9,628 6,664 1,235 2,648 388 402 765 5,439
March p 10,050 6,967 1,178 2983 418 478 942 3997
PERCENTAGE CHANGHE
1990-81
March -6 -8 3 £ -18 28 ~21 -13
Tune -4 -6 -9 0 =37 3 26 -
1991-02
September 2 2 -5 10 —42 21 88 8
December 5 6 -2 12 -2 9 627 13
March 2 3 1 8 56 5 5 8
June 0 4} 2 6 43 17 -16 6
1292.93
September 1 1 2 7 16 24 74 8
December 2 3 2 9 2 17 46 7
March 4 5 2 11 13 -1 39 8
June r 2 3 -1 5 3 -10 49 4
1993-94
September r 3 4 -3 7 -7 4 69 7
December r 4 5 =7 11 -2 19 47 9
March p 4 5 -5 13 8 19 23 10
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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 Burean of Statistics (ABS) in its guarterly
Survey,of Company Profits.

Scope of the survey

2. The survey is designed to measure profits, deprecia-
tion and net interest paid of companies (i.e. incorporated
business enterprises) in the private sector in Australia.
Companics excluded are those primarily engaged in agri-
calture, forestry, fishing, hunting (ASIC catcgories 01-04),
banking (614), non-bank finance (615), umnit trusts, land
rusts, mutual funds (6161), insurance (623), public
administration (71) and community service activities (81-

84).

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

s  Mining — 99%
e Manofacturing — 93%
+ Wholesale/retail — 74%
¢ Other industriecs — 66%

Coverage in this publication

4. Inorder to classify profits by industry in these serics,
each statistical unit (sce paragraph 10} is classified to the
Australian Standard Industrial Classification (ASIC)
industry in which it mainly operates.

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

Publication Industry ASIC
MINING DIVISION B
MANUFACTURING DIVISIONC

Food, Beverages & Tobacco Sub-division 21
Textiles,Clothing and Footwear  Sub-division 23,24

Paper and Printing Sub-division 26
Chemicals, Petroleam and
Coal Products Sub-division 27
Basic Metal Products Sub-division 29
Transport Equipment Sub-division 32
Fabricatcd Metal Products Sub-division 31
Other Machinery and Equipment  Sub-division 33
Other Manufacturing

Waod, 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 watcr Division D
Construction Division E
Transport and storage Division G

Communication Division H
Holding companies n.c.c.

and holder investors n.c.c.
Scervices to finance and
investment

Services to insurance

Property and business services
Entertainment and recreational
services

Restaurants, hoteis and clubs
Personal scrvices

Classcs 6162-3

Group 617
Group 624
Sub-division 63

Sub-division 91
Sub-division 92
Sub-division 93

Definitions

6. A company is an incorporated private sector business
enterprisc. For the purpose of the survey, branches of
overseas companies operating in Australia are included
but overscas 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 capital profits or losses
and dividends reccived.

8. Net interest paid is interest expensc less any interest
revenue. Interest received from or paid to overseas is in-
cluded. The interest component of finance lease payments
is also included.

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

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 rcgard for industry homogeneity, for
which accounts are maintained; in necarly all cases it
coincides with the legal entity owning the business (ie.
incorporated company). In the case of large diversified
businesses, however, there may be more than one
management unit, each coinciding with a ‘division’ or
‘ling of business’. A division or line of business is
recogniscd 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
arrangemenis with the larger groups of companies are
finalised.

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 {sec paragraphs 10
to 11 above)., No attempt has been made to adjust back
series for this change but the effccts are likely to be
insignificant,



Seasonal adjustment

14. Seasonal adjustment is a means of removing the cs-
timated effects of normal seasonal variation from the sc-
ries so that the effects of other influcnces can be more
clearly recognised.

15. Secasonal adjustment may be carricd out by various
methods and the results will vary accordingly. Secasonally
adjusted statistics are in fact only conditional estimates.
Short term movements in all the published series cannot
be assumed to indicatc changes in trend.

16. 1t should also be noted that the seasonally adjusted
figures necessarily reflect the sampling and other errors 1o
which the original figures are subject.

17. At least once cach year the scasonally adjusted series
are revised to take into account the latest available data.
The most recent reanalysis of the company profits series
takes into account data collected up to and including the
June quarter 1992 survey. The nature of the scasonal
adjustment process is such that the magnitude of some
revisions rcsulting from reanalysis may be quite
significant, especially for data for more recent quarters.
For this reason, additional care should be exercised when
interpreting movements in scasonally adjusted data for
more recent quarters.

18. Seasonal adjustment procedures do not aim 1o remove
the irregular or non-seasonal influences which may be
present in any particular quarter, such as processing delays
or industrial disputes. Irregular influences that are highly
volatile can make it difficult to interpret the movement of
the series even after adjustment for seasonal variation.

19. The seasonally adjusted series can, howcver, be
smoothed (o 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 avcrage to the
seasonally adjustled series.

20. While this technique enables trend estimates for the
latest period 10 be produced, it does result in revisions to
the tend 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-estimation of seasonal factors. Uscrs may
wish to refer wo the ABS Information Papers, A Guide (o
Smoothing Time Series — Estimates of "Trend” (1316.0}
and Time Series Decomposition — An Overview (1317.0)
for more detailed information on smoothing of scasonally
adjusted time series data.

Survey sample redesign

21. September quarter data reflect changes in the sample
of companies surveyed. About 20% of sampled
companies are rotated out of the survey in the September
quarter and replaced with companies of similar size and
activity. The major effect of this rotation is that standard
errors of movement for the Sepicmber 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 true standard errors for September quarier movement
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estimates.  Estimates of September quarter movement
standard errors are 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 emor which
indicates the extent to which an estimate might have
varied by chance becausc onfy a sample of unils was
included. There are about two chances in three that a
sample ¢stimate will differ by less than one standard crror
from the figure that would have becen obtained if atl units
had been included, and about nineteen chances in twenty
that the difference will be less than (wo standard errors.

23. Approximate standard emors for estimates of level
and movement for company profits, depreciation and net
interest paid are presented 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 quartcrly
movement to March quarter 1994 for company profits
before income tax was -$1,080m from the December
estimate of $6,230m. 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 movement within one standard error of
the sample estimate (i.¢. in the range $1,000m 1o
$1.160m). There are nineteen chances in twenty that
a complete collection would give an estimate within
two standard errors of the sample estimate (i.e. in the
range $920m o $1,220m).

24, The imprecision due to sampling is not the only type
of imaccuracy to which the estimates are subject. Other
inaccuracics, referred to collectively as non-sampling
errors, may occur for example, because of incorrect
reporting by respondents, and deficiencies in the central
register of businesses from which the sample is selected.

25. Every cffort is made 10 reduce the non-sampling error
lo a minimum by careful design of questionnaircs,
efficient  operating procedures, and appropriate
methodology.

Survey methodology

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

27. Respondents are asked o provide data on the same
basis as their own management accounts. Where a
particular business unit docs not respond in a given
survey, an estimalc is substituted.  Aggregates are
calculated from reported data using the number raised
estimation technique. Data are edited both at individual
business unit Icvel and at aggregaie level,



Revisions to estimate

28. It shouid be noted that the estimates in this publica-
tion are subjcct to revision. This is particutarly so with the
latest quarter which is usually compiled on the basis of in-
complete response. In addition, earlier quaricrs may be
revised by companies as they finalise their accounts.

Comparison with other ABS statistics

29. The series ‘Company Profits Before Income Tax, Net
Interest Paid and Depreciation” equates, broadly with the
national accounting series of ‘Gross Operating Surplus of
Private Corporate Trading Entcrprises’. However, the two
serics are not directly comparable for the following rea-
S0ns:

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

(b) the national accounts cstimates of gross operating
surplus include estimates for companics classified
to the agriculture, forestry, fishing and hunting,
and comrmunity services industries

(c) the national accounts cstimates of gross operaling
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

(e} the national accounts estimates incorporate data
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 scrvice being
dependant upon the amount of data rcquested. Inquirics
should be made to the officer named in the Phone
Inquirics section at the front of this publication or by
writing to The Director, Business Surveys Section,
Australian Bureau of Statistics, P.O. Box 10, Belconnen,
A.CT. 2616.
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Related publications

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

Privaie New Capital Expenditure, Australia, Actual and
Expected Expenditure, Preliminary (56250) — 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,
Ausiralia (5629.0) — issued quarterly

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

A Guide to Smoothing Time Series Estimates of Trend
(1316.0%

32. Currcnt 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 (1105.0) which lists publications to
be released in the next few days. The Catalogue and the
Publications Advice are availablc from any ABS office.

Symbols and other usages

r data or series revised since previous issuc
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 of Publications and Products
available at alt ABS Offices (see below for contact details}.

Information Consultancy Service

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

National Dial-a-Statistic Line
0055 86 400

(Steadycom PYL: premium rate 25c/21.4 secs.}

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 Cffices (see Information Inquiries
below for contact details).

Bookshops and Subscriptions

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

Sales and Inquiries

Regional Offices Information Inquiries Bookshop Sales
SYDNEY (02) 268 4611 268 4620
MELBOURNE (03} 615 7000 615 7829
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 (08) 252 6007 008 020 608
ABS Email Addresses

Keylink STAT.INFO/ABS

X.400 (C:AU,ATELMEMO,O:ABS SN:INFO,FN:STAT)

Internet STAT.INFO@ABS. TELEMEMO.AU

=Y

information Services, ABS, PO Box 10, Belconnen ACT 2616
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