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Economic Influences
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Comparative Analysis
Comparing the statistics with an economic indicator

Released quarterly, Australia’s Gross Domestic Product (GDP) measures the country’s
economic output including private and public consumption, government outlays and
investments.

An analysis of Australia’s GDP figures against insolvency figures over the last ten
quarters reveals an inverse relationship, albeit weak, between the figures. This
relationship can be best seen in the December 2008 quarter when GDP was -0.9% and
external administration appointments spiked in November 2008 to 1,011.

The obvious anomaly occurs in December 2008 where external administration
appointments dropped despite negative GDP however, this is typical of the holiday period.
It is interesting to note that despite growth in the first two quarters of 2010 the number of
external administrations has been relatively consistent with the number of external
administrations during the GFC.

We believe this highlights the lagging impact the GFC is continuing to have on the SME
market.

Outlook
What we predict for the future and what inferences we can draw

The Australian economy is at a cross road. The RBA forecasts the global economic
growth will slow to “about trend” in the coming 12 months while in Australia, “business
investment could increase strongly” and growth likely to continue “close to trend”.

Again, the RBA’s prognosis for the global economy is that it remains, “somewhat
uncertain”.

We forecast insolvency numbers to remain at a constant level, however further predicted
interest rate rises later in the year will put increasing pressure on SMEs with a lagging
effect on external administration figures.

With the Federal political uncertainty over recent weeks behind us, this may now give
many Australian businesses confidence to make investment decisions.

Perhaps the outlook is best summarised by RBA Governor Glenn Stevens. Speaking
about the economic upheaval of recent years, he said: “But big events echo for many
years..... the full ramifications are still in train...”.
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