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Corporate Australia retains optimism 
Business investment  
 Past business investment: New business investment (spending on buildings and equipment) fell by 2.8 

per cent in the December quarter (consensus +0.5 per cent) to be down by 5.8 per cent over the year.  

 Expected business investment: The fifth estimate of spending in 2019/20 was $120.3 billion, up 2.8 per 
cent on the fourth estimate and 2.1 per cent higher than the fifth estimate for 2018/19. The first estimate for 
investment in 2020/21 was up by 8.8 per cent on a year ago, well ahead of the 1.2 per cent average 
increase over the past decade. 

The investment data is important for companies in mining services, construction, transport and other industrial sectors.  

What does it all mean? 
 Year 2019 was a tough year. The uncertainty of the US-China trade dispute and Brexit weighed on business 

minds across the globe. At home, there was the Federal Election, drought, bushfires, super-low interest rates and 
a weaker Australian dollar. So the fact that investment expectations for the current year are still higher compared 
with a year ago (while plans for next year are up substantially) is a reflection of the strong shape of company 
balance sheets. 

 Listed companies have generally been happy just to pay dividends to shareholders. But in the current profit-
reporting season there are a few more companies that have re-assessed dividend policies and are keen on 
reinvesting dollars back into the business and/or scouring for merger and acquisition deals (Seek, Appen, 
Growthpoint, Viva Energy, APA, Ansell) 

 Mining services companies indicate that they are busy at present and that is reflected in stronger housing market 
conditions in towns like Karratha and the Pilbara more generally. However the higher prices being paid for 
imported equipment is one factor holding back investment spending. 

What do the figures show? 
 Overall: New business investment (spending on buildings and equipment) fell by 2.8 per cent in the December 

quarter – the fourth straight decline. Spending is down 5.8 per cent on the year. 

 Spending on buildings fell by 5.9 per cent after lifting by 
2.5 per cent in the September quarter. 

 Spending on equipment rose by 0.8 per cent after falling 
by 3.6 per cent in the September quarter.  

 Building investment is down by 9.6 per cent over the year 
and equipment is down by 1.4 per cent. 

 Sectors: Mining investment fell by 2.7 per cent in the 
December quarter; manufacturing spending fell by 10.1 
per cent; while spending by “other selected industries” 
fell by 1.9 per cent. 

 States: In seasonally adjusted terms investment fell in 
five of the eight states and territories in the December 
quarter: NSW (down by 6.3 per cent); Victoria (down by 
5.6 per cent); Queensland (down by 4.0 per cent); South 
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Australia (down by 1.4 per cent); Western Australia (down by 1.2 per cent); Tasmania (up by 8.0 per cent); 
Northern Territory (up by 17.3 per cent); ACT (up by 30.9 per cent). 

 Prices: The overall deflator for investment goods rose by 0.4 per cent in the December quarter after a 0.7 per 
cent lift in the September quarter. The cost of buildings and structures rose by 0.1 per cent in the quarter while the 
cost of equipment rose by 0.8 per cent.  

 Over the year, the cost of investment goods rose by 2.5 per cent, down from the 2.8 per cent annual gain in the 
September quarter. The cost of buildings rose by 1.5 per cent. And the cost of investment equipment rose by 3.6 
per cent – the strongest annual growth rate in four years. 

 Forecasts: The fifth estimate of spending in 2019/20 was $120.3 billion, up 2.8 per cent on the fourth estimate 
and 2.1 per cent higher than the fifth estimate for 2018/19.  

What is the importance of the economic data?  

 “Private New Capital Expenditure and Expected 
Expenditure” is released quarterly by the Bureau of 
Statistics. The figures show both actual and expected 
spending by businesses on tangible assets such as 
new buildings, machinery and office equipment. The 
figures are obtained after sampling 8,000 private 
business units. 

What are the implications for interest rates and 
investors? 
 The outlook is again cloudy. Last year, it was Brexit 

and tariff wars. This year: coronavirus. So we will have 
to wait and see if the business optimism on investment 
spending is manifest in dollars being spent. 

 Mining towns are buzzing again. Favourable 
commodity prices and a lower Aussie dollar are leading 
more firms to tap ‘second tier’ assets as well as to 
spend money on maintenance. Western Australia, 
Queensland and Northern Territory will be the 
beneficiaries of extra dollars being spent. 

 In the current environment, the Reserve Bank will 
remain open to more monetary stimulus. The preferred 
option is spending and infrastructure investment by 
Federal and State governments. 
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