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The Figures 

What the latest figures show 

 The ASIC figures show that 811 companies entered external administration in Australia during June 2014, the 

same as May and equal highest for a month this year. 

 However, total insolvencies in 2014 have remained at their lowest level since 2008. 4,322 companies entered 

external administration in the first half of 2014, almost 20% less than the first six months of 2013. 

 Compared to May, external administration appointments rose in Queensland and Western Australia, but fell in 

the other states. WA recorded its highest number of insolvencies for a month since November 2012. 

 The mining sector recorded its highest number of insolvencies from when sector-specific data commenced in July 

2013. 34 mining companies entered insolvency in June, well above the previous high of 15 in September 2013. 

 The biggest movements in a breakdown by types of external administration appointments for June were a 29% 

jump in voluntary administrations and a 38% fall in receiver manager appointments compared to May. 
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Economic Influences 
The broader market and its potential impacts on insolvency levels 

 On balance economic indicators in June were negative, although signs of improvement started to appear. 

 Consumer sentiment remained depressed after slumping in May following the Federal Budget. Data from the 

Westpac-Melbourne Institute showed sentiment added 0.3 points to 93.2 points in June. 

 Australian Industry Group (AIG) data indicated the manufacturing and services sectors both remained below the 

50 point mark that separates growth from contraction in June and had slipped from May. However, the 

construction index jumped strongly, climbing from 46.7 points in May to 51.8 points in June. 

 Building approvals fell for the sixth consecutive month in June (source: Australian Bureau of Statistics (ABS)), 

indicating that the new housing development market may be reaching its peak. However, construction is 

expected to remain strong for some time yet as a backlog of previously approved dwellings are built. 

 Meanwhile, business conditions recovered to be in positive territory, at +1, and business confidence continued 

its upward trend for the fourth month in a row, to be at +8, according to NAB’s business survey. 

 

Special Focus 
Foreign investment/property 

 Foreign investment has continued to be a key source of capital for the Australian economy, with a total of 

A$2.462 trillion invested in Australia in calendar year 2013, according to data from the ABS. 

 The U.S. remained the largest foreign investor in 2013 with 27% of total investment, followed by the UK (23%). 

 

 Meanwhile, separate data on approvals by the Foreign Investment Review Board (FIRB) shows the People’s 

Republic of China (PRC) became the biggest investor in Australian real estate in the 2013 financial year. In the 

year, FIRB approved A$5.9 billion in proposed real estate investment by the PRC, with Canada in second place 

(A$4.9 billion). 

 Anecdotal evidence from fund managers specialising in real estate and property agents suggests foreign funds 

who had traditionally invested in office buildings in Sydney and Melbourne have been expanding into malls and 

warehouses in Brisbane and Perth. 

 Residential apartments continue to be built, typically on the back of Asian investors, but it is unclear if there is 

sustained local demand for those apartments to be occupied. 
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Outlook 
The broader market and its potential impacts on insolvency levels 

 Since the June insolvency statistics, leading indicators are suggesting that the economy is improving, but there 

continues to be signs of distress. 

 The weakest major economic statistic is unemployment, which grew to 6.4% in July, its highest level in more than 

10 years and above the U.S. unemployment rate for the first time since 2007. The rise was driven by a net loss in 

jobs in the month and a small rise in the participation rate. 

 Meanwhile, consumer sentiment continued to recover, repairing the damage from the post-budget slump in May. 

The Westpac-Melbourne Institute index hit 98.5 in August, nearing the 100 point level where the optimists 

outweigh the pessimists. Retail trade has also started to recover, with the latest data in June showing a 0.6% 

increase in sales after two months of decline. 

 Business confidence has also continued to be bullish. In July, NAB’s measure of business confidence added an 

additional 3 points to be at +11, reverting to post-election highs. Business conditions also jumped from +1 to +8 

in July, driven by construction activity. 

 New car sales grew in July for the second month after declines were reported from February to May. 

 Reserve Bank of Australia Governor Glenn Stevens confirmed in his August statement that accommodative 

monetary policy would continue, with interest rates remaining at historic lows of 2.5%. He noted economic growth 

was expected to be below trend. For example, there has been strong growth in housing construction but 

conversely a significant decline in resources sector investment. 

 While construction is strong, those at the front end of the cycle on the west coast — such as commercial 

architects — are struggling due to a limited pipeline. Increased competition has also resulted in margin pressure. 

 Sub-contractors are also at risk if construction projects become unviable due to weak demand. 

 

 


