
Economic Update – Australia 
 
 
Australia in first recession for nearly 30 years 
 
Australia's economy has plunged into its first recession in nearly 30 years, as it suffers the 

economic fallout from the coronavirus. Gross domestic product (GDP) shrank 7% in the April-

to-June quarter compared to the previous three months. This is the biggest fall since records 

began back in 1959 and comes after a fall of 0.3% in the first quarter. (An economy is 

considered to be in recession if it sees two consecutive quarters of negative growth) Australia 

was the only major economy to avoid a recession during the 2008 global financial crisis - mainly 

due to demand from China for its natural resources. 

 

At the start of this year, the economy was hit by falling economic growth due to an extreme bush 

fire season and the early stages of the coronavirus outbreak. More recently the shutdowns of 

businesses across the country have taken their toll, despite measures by the government and 

central bank to support the economy. This is the worst economic growth in 61 years due to a 

severe contraction in household spending on goods and services. 

 

2020 will go down as a year to remember and it is the year Australia technically lost its famous 

nickname as 'The Lucky Country' and fell into recession for the first time in almost three 

decades. GDP figures from the Australian Bureau of Statistics have shown that the economy 

shrank by 7% in the last three months as a result of the coronavirus pandemic. 

For young people who have recently joined the work force, this is something they have never 

experienced before. Australia has had a steady economy growth for decades with strong coal, 

iron ore and natural gas exports to a surging China. Tourism has also been a big driver of 

growth. 

 

But this year, the country was hit hard. When the bushfires ravaged through more than 12 

million hectares, tourism was bashed and thousands of small business lost months of essential 

seasonal revenue. Then the coronavirus became a global pandemic. Australia closed down its 

borders and imposed strict social distancing rules. 

 

Nearly 1 million people lost their jobs as a result. There were long queues outside social and 

financial support offices back in March with people dazed at finding themselves in this situation 

perhaps for the first time in their lives. 

 



There is also an increasingly tense relationship with China, Australia's biggest trading partner. 

Australia has strongly and publicly backed a global inquiry into the origins of the coronavirus in 

April which infuriated the Chinese government. Since then, Canberra and Beijing have 

exchanged political jabs and the Australian economy has felt the pinch. 

 

Australian government has already pumped more than AUD 200 bn. in economic stimulus. 

Australia has fared better than many other nations around the world in controlling the virus 

and in subsequent economic slump.  

 
The COVID-19 Outbreak in Australia and Access to Small Business Finance 

The COVID-19 pandemic has adversely affected the business sector in Australia. Overall, small 

businesses have been disproportionately affected because they are more likely to be in 

industries that have been harder hit by the pandemic. Demand for new loans appears to be 

weak, probably because businesses are reluctant to take on debt given heightened uncertainty 

about the economic outlook.  

 

The various short-term initiatives to support businesses’ cash flows are also likely to have 

dampened the immediate demand for credit. At the same time, access to finance continues to be 

a challenge for small businesses. Banks have tightened their lending practices in recent years 

and are more cautious about lending to businesses that have been significantly affected by the 

pandemic. 

Each year the Reserve Bank of Australia (RBA) convenes its Small Business Finance Advisory 

Panel to better understand the financial challenges faced by small businesses. This year's panel 

focused on the effects of the COVID-19 outbreak.  

 

To assist small and medium-sized enterprises (SMEs), the Australian Government has 

introduced a number of measures aimed at supporting cash flows and encouraging lending. This 

includes the JobKeeper program, which provides cash payments to workers through their 

employers, Boosting Cash Flow for Employers, which offers tax credits, and the SME loan 

guarantee scheme, which supports the flow of credit to businesses. Commercial banks and 

landlords have also provided support, in particular through deferred payments and rent 

reductions.  

 

The Australian Government had been providing a range of assistance measures to SMEs prior to 

the pandemic. Recent initiatives have included the $2 billion Australian Business Securitization 



Fund, which invests in securitizations that are backed by SME loans and issued by smaller banks 

and non-bank lenders. The first investment through this fund (worth $250 million) was 

announced in April 2020. Legislation to establish a $540 million Australian Business Growth 

Fund to provide longer-term equity funding to small businesses was enacted in March 2020; the 

initiative is to be jointly funded by the Government and a number of banks. 

 

Australian Imports and Main Import Partners 
 

Imports of goods and services to Australia rose 2 percent month-on-month to a five-month high 

of AUD 29.99 billion in August 2020, as domestic demand continued to recover from the impact 

of the COVID-19 pandemic and despite a fresh wave of infections in Victoria state.  

Purchases of consumption goods rose by 6 percent to AUD 9.29 billion, due to textiles, non-

industrial transport equipment, toys, books and leisure goods and consumption goods.  

Additionally, imports of intermediate and other merchandise goods increased 3 percent to AUD 

9.72 billion, driven by fuels and lubricants and parts for transport equipment while those of 

capital goods declined 7 percent to AUD 6.08 billion.  

Australia imports mainly machinery and transport equipment (40 percent of total imports), of 

which road vehicles account for 12 percent, industrial machinery for 6 percent, electrical 

machinery for 5 percent and telecommunications and sound recording for 5 percent. The 

country also imports: petroleum (11 percent); manufactured goods (12 percent); chemicals and 

related products (10 percent); and food and live animals (5 percent).  

 

Main import partners are China (23 percent of total imports), the US (11 percent), Japan (7 

percent), South Korea, Thailand and Germany (5 percent each) and Malaysia (4 percent). 

 

Australia’s Free Trade Agreement Negotiations with the United Kingdom 

 
Australia is seeking an ambitious and comprehensive Free Trade Agreement (FTA) with the 

United Kingdom (UK) that drives increased trade in goods and services, two-way investment, 

economic growth and job creation. An FTA with the UK also signals Australia’s commitment to 

open markets, free trade and the rules-based global trading system. 

First round of negotiations for the Australia-United Kingdom Free Trade Agreement (A-UK 

FTA) were held virtually from 29 June to 10 July 2020. 

https://www.agriculture.gov.au/market-access-trade/preparing-for-brexit
https://www.agriculture.gov.au/market-access-trade/preparing-for-brexit


Negotiating an FTA with the UK provides an opportunity for Australia to expand agricultural 

market access to a high value export market. The UK is Australia’s seventh largest trading 

partner with two-way trade (Goods & Services) valued at AUD 30.3 billion in 2018/19.  

Key Australian agricultural exports to the UK include wine ($371.7 million in 2019), beef and 

veal ($51.5 million in 2019) and lamb ($48.6 million in 2019). The UK is the largest investor in 

Australian agricultural land (holding over 10 million hectares). 
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