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OVERVIEW

The Australian Bureau of Statistics (ABS) released the seventh edition of its survey measuring
the impact of COVID-19 on businesses. The survey was conducted between 12 and 19 August.

Questions this month were focussed on the financial position of firms and their capital
expenditure intentions.

The survey highlighted that firms remain uncertain about the future. 35% of all businesses said
they expect difficulty meeting financial commitments over the next three months.

Small businesses continued to bear the brunt of the economic impact from COVID-19. 35% of
small businesses said they expect it to be difficult or very difficult to meet obligations compared
with 33% of medium sized businesses (20-199 employees) and 18% of large businesses (200+
employees).

In August, the percentage of firms who reported a decrease in revenue over the month fell to
41% (compared with 47% in July). 16% of firms reported an increase in revenue.

The proportion of firms reporting an increase in operating expenses remained high in August.
22% said that their expenses had increased.

Labour market conditions were less dire in August, according to the survey. An equal proportion
(8%) of firms said that they had increased their headcount compared with those who reported a
decrease.

23% of firms reported that they had decreased or cancelled their actual or planned expenditure
in August compared with 3 months ago

Business Impacts of

COVID-19 Survey results

a of businesses expect to
invest in capital over
m next three months...
...Most likely to invest in
IT hardware or software (16%)

Other equipment or
machinery (16%)

Registered road vehicles (69%)

Buildings and other
structures (5%)

Most common factors
influencing capital
expenditure...
59%
Uncertainty about future economy
40%
Expected future demand for products or services
36%
Government support measures
33%
Access to business’s own funds
33%

Current demand for products or services

Australian
Bureau of
Statistics

Almost 1 in 4 business have decreased
or cancelled capital expenditure...

August 2020

...Compared to 3 months ago

Small businesses more likely
to expect difficulty meeting
financial commitments over
next 3 months

O PO

Small Medium Large

Industries most likely to
experience difficulty...

71% Accommodation
and Food Services

56% Transport, Postal
and Warehousing

48% Arts and
Recreation Services

Detailed data on the impacts of
COVID-19 can be found at

E'ikabs.gov.au!covidw
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BUSINESS ACTIVITY — ACTUAL AND EXPECTED

Changes reported in July(a} and August, and September expectations(b“':’
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Source: ABS

The proportion of businesses under distress reduced in August
compared with July, but conditions remain difficult.

Businesses were asked about monthly changes in revenue,
operating expenses and employment in both the July and August
iterations of the survey.

In August, the percentage of firms who reported a decrease in
revenue over the month fell to 41% (compared with 47% in July).
16% of firms reported an increase in revenue.

Looking ahead, businesses remained pessimistic about revenues.
28% of firms expected revenue to decrease over September.

The proportion of firms reporting an increase in operating
expenses remained high in August. 22% said that their expenses
had increased. 63% reported no change in expenses over the
month while 11% said that their expenses declined.

Labour market conditions were less dire in August, according to
the survey. An equal proportion (8%) of firms said that they had

increased their headcount compared with those who reported a

decrease. A large majority (83%) reported no change in the total
number of employees over the month.

Prospects for employment also improved marginally. 6% of firms
said they expected employment to increase in September while
5% said they expected employment to decline.
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BUSINESS ACTIVITY BY INDUSTRY

Proportion of Businesses Reporting a Decline in Revenue During August

Retail Trade

Information Media and Telecommunications
Accommodation and Food Services
Construction

Electricity, Gas, Water and Waste Services
Other Services

Health Care and Social Assistance

Transport, Postal and Warehousing
Administrative and Support Services
Manufacturing

Education and Training

Arts and Recreation Services

Professional, Scientific and Technical Services
Mining

Rental, Hiring and Real Estate Services
Financial and Insurance Services

Wholesale Trade

Source: ABS
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Business most affected by movement restrictions were more likely
to report that their revenue had declined during August.

45% of businesses operating under modified conditions reported a
decrease in revenue compared with 25% operating without
restrictions.

By industry, retail trade companies were the most likely to report a
decrease, with 56% of firms in this sector reporting a decline in
revenue. Information media & telecommunications (50%) and
accommodation & food services (48%) also saw a large proportion
of firms reporting a reduction.

Firms in wholesale trade (20%) and financial & insurance services
(22%) had the smallest percentage of firms reporting reduced
revenue.

Education & training firms had the highest percentage of firms
reporting an increase in revenue over the month in August (30%).
The survey does not indicate the magnitude of the increase in
revenue or the level of revenue, so this increase may have been
from a low base.

Wholesale trade was the only industry where the number of firms
reporting an increase in revenue (21%) outnumbered those
reporting a decrease.
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OUTLOOK FOR BUSINESS CONDITIONS

Business ability to meet financial commitments over the next three months, by employment size(al(b)
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Source: ABS

Businesses remained sombre about the outlook
in August.

More than a third of businesses (35%) reported
they expect it to be difficult or very difficult to
meet financial commitments over the next three
months.

The large proportion of firms signalling strain on
their finances has been a feature of the COVID-
19 pandemic.

Indeed, in the fifth edition of this survey taken in
mid-June, just 36% of companies said their
current cash on hand could sustain operations
for more than 6 months.

Small businesses continued to bear the brunt of
the economic impact from COVID-19.

35% of small businesses said they expect it to be
difficult or very difficult to meet obligations
compared with 33% of medium sized businesses
(20-199 employees) and 18% of large
businesses (200+ employees).
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OUTLOOK BY INDUSTRY

Businesses that expect diffi.::ulty"{aj in meeting financial commitments over the next three months, by industry'[b:‘
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Balance sheet strength varies substantially by
industry.

Accommodation & food services industries were the
most likely to report that they expected difficulty
meeting financial obligations in the coming three
months (71%). Firms in this sector were also likely
to report acute difficulty, with 28% reporting that
they were likely to find it very difficult to meet
financial commitments.

Arts & recreation services firms had the third
highest prevalence of expectations of hardship, with
48% of businesses reporting some expectation of
difficulty. However only 7% of firms said they
expected it to be very difficult compared with 41%
who said it would be difficult.

The education & training sector had the lowest
proportion of firms expecting financial stress in the
coming three months (19%). 39% of firms in this
sector said they expected it to be easy or very easy
to meet upcoming financial obligations.
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RESTRICTIONS ARE BAD FOR BUSINESS

Business ability to meet financial commitments over the next three months, by operating status(a)
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{3} Praportions are of all businesses

{b} Praportions are the sum of responses of "Easy” and "Wery easy”

{z) Proportions are the sum of responses of "Difficul” and "Wery difficult”

{d} Modified conditions could include, but are not limited to; changes to products and services and how they are provided to customers, workforce changes, new hygiene protocols,
changes to supgliers and limiting occupancy

Source: ABS
« COVID-19 restrictions are recommended by medical experts and are saving lives, however, they come at an economic cost.

« Businesses operating under modified conditions were much more likely to expect difficulty meeting financial commitments in the next three
months compared with those operating unencumbered (39% versus 16%).
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CAPITAL EXPENDITURE

Proportion of businesses by reported change in capital expenditure compared to three months ago, by employment sizela)
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(a) Proportions are of all businesses

(b} Proportions are the sum of responses of "Decreased” and "Cancelled”
Source: ABS

«  23% of firms reported that they had decreased or cancelled their actual or planned expenditure in August compared with 3 months ago.

« Small businesses were less likely to decrease or cancel capital expenditure (23% compared with 28% of medium sized firms and 28%
of large firms)
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FACTORS AFFECTING CAPITAL EXPENDITURE

Significant factors infl ing busi dit ital(@l(b) : . : :
ignificant factors influencing business expenditure on capita . Uncertainty is the single largest factor affecting

investment decisions for firms.

Demand factors +  59% of firms cited ‘future economic uncertainty’ as a
| s v dP significant factor affecting capital expenditure while
40% cited ‘future expected demand’.
= Future ALLOOAES < COVID-19 restrictions were cited as a significant
Modifications in - demand . . .
response to economic ﬁ | factor for 28% of firms, underscoring that economic
COVID-19 - e ¢ " : )
s uncertainty 40% ignidinidh dan: _condltlons has I_Je_come the d_omlnant factor affecting
investment decisions for businesses.

59%
* Government support (such as the Boosting Cash Flow
= $ for Employers scheme) (36%) and the instant asset
Acto58 B - write off (22%) were also reported to have a had a

external finance ) ) . ) - o
23% Other government significant impact on investment decisions.
supportid

External conditions

33%

Access to
own funds 36%

33%

Financial factors

Government support

Source: ABS
(a) Proportions are of all businesses
(b) Businesses could provide more than one response to the question
(e} From 12 March 2020 until 31 December 2020 the instant asset write-off scheme for businesses has been expanded from assets worth 530,000 to include assets warth up to $150,000. Business eligibility has also increased from an aggregated turnower of less than 350
million to less than 3500 million
(d) For example, Boosting Cash Flow for Employers, Gowvernment backed-business loans, Backing business investment — accelerated depreciation
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PLANNED CAPITAL EXPENDITURE

Proportion of businesses that reported capital expenditure intentions over the next three months, by type of asset, by employment sizelal(b)

IT hardware or software

Registered road vehicles
Other eguipment or machinery
Buildings and other structures
0 10 20 30 40 50 %
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(b} Businesses could provide mare than one response fo the question Source: ABS

« Across all asset types, large businesses were more likely to report some intention to spend.
« Small businesses were most likely to report spending intentions on IT assets (15%) and “other” equipment (15%).
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DISCLAIMER

The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The
information may not comply with the laws of another jurisdiction. The Information is general in nature and does not take into
account the particular investment objectives or financial situation of any potential reader. It does not constitute, and should not
be relied on as, financial or investment advice or recommendations (expressed or implied) and is not an invitation to take up
securities or other financial products or services. No decision should be made on the basis of the Information without first
seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply Information, the supply of
the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne does not
represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any
duty of care in relation to the Information and liability for any reliance on investment decisions made using the Information. The
Information is subject to change. Terms, conditions and any fees apply to Bank of Melbourne products and details are available.
Bank of Melbourne or its officers, agents or employees (including persons involved in preparation of the Information) may have
financial interests in the markets discussed in the Information. Bank of Melbourne owns copyright in the information unless
otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted without the written consent of
Bank of Melbourne.

Any unauthorised use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation
ABN 33 007 457 141 AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if
altered, changed or falsified.
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