
 
Under embargo until 00:01am Wednesday 10th March 2021 

 

Sharp rise in administrations a sign of tough 
times ahead?  

 
 

SYDNEY, Wednesday 10 March 2021 – Having been in decline for the previous 12 months, 

the number of external administrations soared by more than 50 per cent in February 

compared to the previous month, in a sign insolvencies are poised to return to historic      

levels. At the same time, credit inquiries have jumped by almost a third, indicating trading 

conditions are improving post the height of the pandemic and businesses are preparing to 

return to normal levels of service.  

 

These were the top-line findings of CreditorWatch’s latest Business Risk Review. The review 

reports monthly changes in the number of external administrations, commercial debt-

related court cases, defaults and the number of days overdue accounts are in arrears on an 

industry and state basis. Data is drawn from publicly available sources and CreditorWatch’s 

proprietary information.  

 

According to the February 2021 CreditorWatch Business Risk Review, there has been a 61 

per cent jump in monthly external administrations since January. This is the highest this 

figure has risen for a year.   

 

“This is a sign of the commercial climate returning to more normal conditions,” said Mr 

Patrick Coghlan, CEO, CreditorWatch. “This figure is likely to rise again in the coming 

months, as JobKeeper ends and the three-month reprieve on credit arrangements for 

struggling smaller businesses comes to a close,” he said. 

 

Interestingly, while the number of external administrations jumped sharply, other data 

points have yet to reflect 2021’s trading environment. For instance, the number of court 

cases is down 56 per cent in February 2021 compared to a year earlier. 

 

Last year, the federal government put in place a temporary moratorium on insolvent trading 

to allow businesses that were solvent prior to the pandemic to trade through it, giving them 

time to right their operations as the economy normalises.  

 

While this provision ended on 31 December, businesses with debts of under $1 million were 

given an additional three months to work with an insolvency practitioner to restructure 



 

their operations and come to agreements with creditors to allow them to continue trading. 

This, along with the JobSeeker wage subsidy, comes to an end on 28 March.  

 

“This could prompt a rash of insolvencies and, subsequently, redundancies, which could be a 

destabilising force on the local economy. The number of arrears and court cases related to 

bad debts tend to rise before insolvency numbers lift, and whilst there's no evidence of this 

yet, an increase following the end of government incentives at the end of March is a strong 

possibility,” Mr Coghlan said. 

  

Credit inquiries on the rise 

 

A mitigating factor could be the sharp (29 per cent) rise in credit inquiries in February versus 

January, which indicates improving economic conditions, albeit without taking into account 

seasonality. This rise indicates businesses are stocking up and buying the underlying 

materials required to make products and services to fuel economic growth. There are 

already signs economic growth is poised for a strong upswing, given GDP for the December 

quarter grew by 3.1 per cent, a significant turnaround from the 2020 mid-year recession. 

 

“The February credit inquiry figure is the highest monthly number since August 2020. On a 

quarterly basis, credit inquiries are up by ten per cent in the three months to February 2021, 

compared to the equivalent period twelve months prior,” said Mr Harley Dale, Chief 

Economist, CreditorWatch.  

 

“Many businesses are ready to thrive in a post-COVID environment after becoming leaner 

and adapting their business models so this is very encouraging and will be essential in kick-

starting a chain reaction effect across both the business sector and wider economy.”  

 

Payment time data 

 

CreditorWatch has a unique ability to look at credit conditions across sectors. According to 

the February CreditorWatch Business Risk Review, four out of 19 industry groups reported a 

decrease in the time it takes them to pay their bills, when compared to January 2021. 

 

Sector 
Monthly 

change (%) 

Annual 

change (%) 
Commentary 

Healthcare and 

social assistance 
2 294 

On an annual basis, health is by far the 

worst-performing sector when it comes 

to payments. This can be attributed to 

challenging conditions as the industry 



 

remains focused on the pandemic to the 

detriment of the health system as a 

whole. But as the monthly number 

shows, it looks like conditions are 

improving, with payment times only 

increasing marginally month-on-month. 

 

Wholesale trade 3 79 

Wholesale trade has been impacted by 

global supply chain disruptions as a 

result of the pandemic, but, like health, 

it appears payment times are returning 

to pre-COVID levels. 

 

Administrative and 

support services 
4 71 

Admin and support services have 

suffered as offices have remained 

empty through the pandemic, though 

encouragingly, this sector is starting to 

normalise as workers return to offices. 

 

Construction 5 39 

It’s a tale of two cities in construction, 

with lacklustre activity in commercial 

building dragging down the otherwise-

buoyant residential sector, which is 

being held up by government 

incentives. 

 

Mining 63 0 

Mining is bucking the trend of many 

other sectors, recording a large monthly 

rise in payment times, but a flat annual 

result. 

 

Manufacturing  -7 4 

Payment times are dropping in 

manufacturing on a monthly basis, 

which reflects the renewal the local 

sector has enjoyed thanks to pandemic-

induced border closures. 

 

Accommodation 

and food services 
-12 -50 

A great result for this sector, with both 

the monthly and annual figures 



 

indicating payment times are coming 

down. This trend should continue as 

travellers are forced to remain at home, 

helping to support the domestic tourism 

market. 

 

“Overdue payment times are a key indicator of a struggling sector so we’ll be keeping an eye 

on industries such as healthcare and social assistance, administrative and support services, 

wholesale trade and construction. However, it’d be foolish to expect any of these industries 

to magically bounce back after the aftershock of the pandemic. This year will all be about 

slow recovery and we should recognise those sectors that do appear to have turned a corner 

- at least for now anyway,” said Mr Dale. 

 

What’s the outlook? 

 

Expect the rubber to really hit the road in trade payments in the March CreditorWatch 

Business Risk Review. With the end of government stimulus, there’s every chance the 

number of court actions and insolvencies will rise.  

 
Data accurate as of March 1 2021. ASIC data subject to change. 
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About CreditorWatch 

 

CreditorWatch is a digital credit reporting agency, headquartered in Sydney. From sole traders 

through to ASX listed companies, more than 50,000 Australian businesses now use 

CreditorWatch to make affordable, informed credit decisions, avoid high-risk customers and 

ensure they get paid on time. CreditorWatch customers can easily search for and monitor the 

credit history, court actions, payment defaults and insolvency notices associated with any 

business entity in Australia (including sole traders, trusts and partnerships) giving them an 

incredibly accurate picture of the risk posed to their business.  

 

The company was founded in 2011 and has offices in Sydney, Melbourne and Brisbane. Find out 

more at www.creditorwatch.com.au. 
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