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Trade payments data healthy… but for 
how long? 

SYDNEY, 11 August 2021 — Leading commercial credit bureau CreditorWatch has released its 

Business Risk Review for July, which paints a positive view of credit risk indicators across 

Australia with businesses in a good position to face the challenges of the current lockdowns. 

As expected, the research shows the number of defaults, court actions and voluntary 

administrations all fell in July which is in line with what we saw through 2020. Given the impact 

current lockdowns and restrictions are likely to have, and the reduced stimulus and insolvency 

protections compared to 2020, it’s expected these figures will deteriorate in the short term, 

especially for sectors such as hospitality and accommodation, and retail. 

“We are confronting increasingly challenging times from a strong starting point,” said Mr 

Patrick Coghlan, CEO CreditorWatch. 

“This will hopefully allow the economy to return to growth when lockdowns and other 

restrictions end,” he said. 

This is also the Reserve Bank of Australia’s (RBA’s) view. Governor Philip Lowe noted in the 

August monetary policy statement the economy had substantial momentum before the 

lockdowns and the economy should bounce back once COVID restrictions are relaxed. 

Nevertheless, Mr Lowe said, “The economic outlook for the coming months is uncertain and 

depends upon the evolution of the health situation and the containment measures”. However, 

the RBA still expects strong economic growth of 4.0 per cent in 2022, dropping to 2.5 per cent 

in 2023. 

The recent retail figures are a good indication of the early impact of lockdowns on the 

economy, with Australian Bureau of Statistics’ figures for July showing retail sales were down by 

1.8 per cent in June, although up by 1.3 per cent for the June quarter. Clothing, footwear, 

department stores and cafés were the hardest hit of the retail sectors. 

Jobs figures also tell the emerging story of a deteriorating economy thanks to COVID 
lockdowns. Payrolls dropped by 2.4 per cent across Australia for the two weeks ending 17 July 
and by 4.4 per cent In NSW. These figures will continue to decline as long as lockdowns are in 
place. 
 
Expect other economic data points to also weaken while COVID restrictions are in place, before 
improving once COVID outbreaks are contained and vaccination rates improve. 
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Defaults drop 

The number of defaults fell by 20 per cent in July 2021 compared to June, although this data is 

not seasonally adjusted. This is an encouraging result after the number of defaults rose in May 

and June, with defaults rising by five per cent over the three months to July 2021. A further rise 

in July was expected as numbers ultimately have to return to pre-COVID levels however, given 

current COVID restrictions, it’s likely defaults will stagnate or drop again over the coming 

lockdown months.  

“Defaults are a leading indicator of economic conditions. It will be important to closely watch 

these figures in coming months given the escalating COVID crisis,” said Mr Harley Dale, Chief 

Economist, CreditorWatch. 

“We expect the Australian economy to contract in the September 2021 quarter, before returning 

to growth once vaccination rates rise and the economy opens up,” he added. 

The number of defaults fell by 31 per cent when compared to the three months to July 2020. 

Credit defaults have now fallen on an annual basis for 14 consecutive months. 

 

 

 

 

 

 

 

 

 

 

 

Credit enquiries buoyant  

In non-seasonally adjusted terms, credit enquiries jumped by 12.5 per cent in July 2021. A clear 

upward trend has been in place since the beginning of 2021. It is an encouraging start to the 

2021/22 financial year. 

Enquires fell by five per cent over the three months to July 2021. This reflects a sharp spike in 

March this year, impacting ongoing results. Credit enquiries rose by 26 per cent compared to 
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the three months to July 2020 and have now risen on an annual basis for 10 consecutive 

months. For the six months to July 2021, credit enquiries were up by 35 per cent when 

compared to the same period in 2020. 

Court cases continue to fall 

The number of court cases continues to trend down, with numbers dropping since March 2020. 

On an annual basis, the number of court cases fell by 38 per cent in July 2021, the 16th month of 

consecutive decline. Over the three months to July this year, courts cases were down by 31 per 

cent compared to the equivalent period last year. 

 

External administrations down  

The number of external administrations fell by nearly 6 per cent in July 2021, although this 

number is not seasonally adjusted.  

Administrations were up by 15 per cent over the three months to July 2021, compared to the 

three months to April 2021. The fall in the month of July this year was a good result, but there is 

a high risk this trend won’t be sustained given current COVID challenges. If we look at a 12-

month moving average, external administrations through to July 2021 are 41 per cent lower 

than the peak in December 2019. 
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The Australian Securities and Investments Commission’s (ASIC’s) data reflects a similar trend. 

According to its figures, provisional moving rolling data for external administrations through to 

mid-July reveals a decline of 41 per cent compared to the same period in 2020. 

Provisional monthly data through to 18 July shows the number of external administrations fell 

by 12 per cent relative to the same timeframe in 2020.  

ASIC’s 12-month rolling average through to 18 July highlights a decline across all states and 

territories. This is largely consistent with the latest Business Risk Review results for July. 

CreditorWatch data is not based on a rolling average, but it is worth noting based on our 

analysis, that the exception was Queensland, where external administrations were up by seven 

per cent compared to the three months to July 2020. 

A key reason insolvencies are still so low has been a benign approach to debtors who cannot 

meet their obligations from the two biggest creditors in Australia, the Australian Taxation Office 

(ATO) and the banks. It’s expected these creditors will become more vigilant in pursuing 

debtors who cannot pay when economic conditions return to more normal settings.  
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Outlook  

With risks from COVID lockdowns escalating, it’s expected most measures on which the 

Business Risk Review reports will remain flat before deteriorating after lockdowns and when 

vaccination rates rise. 

 

—ENDS— 
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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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