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What Happens
During a Recession?
‘It’s a recession when your
neighbour loses his job; it’s a
depression when you lose your
own.’ – Harry S. Truman

If you browse the news even
occasionally, you’ve likely come across
stories about Australia’s impending
recession. Economists have warned
that after 28 years, the country is on
the brink of an economic downturn.
While it may be tempting to dismiss
these reports as sensationalist
rumour-mongering, there are many
financial indicators that Australian
business owners should buckle up and
brace themselves for a recession in
2020.

Those not old enough to remember
the Australian recession in the 1990's
can refer to the Great Recession of
the United States in 2008 as an
example of what happens during a
severe economic downturn. Markets
crash, businesses close and consumer
spending drops as unemployment
rates rise.
You worked hard to start and grow
your company, but there are some
things—like the Australian economy—
that you can’t control. However,
while you can’t prevent a recession,
you can plan for it.
As they say, hindsight is 20-20.
Instead of waiting for the inevitable
and dealing with its aftermath, it’s
best to be proactive. By arming
yourself with the right tools and
leveraging information technology
(IT) solutions, you place your
organisation in a good position to
withstand the challenges caused by
a poor economic environment.
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Is Australia Heading
Toward Recession?

Many experts point toward the
following as indicators that an
economic downturn is looming:

An Inverted Bond Yield Curve
A yield curve is a graph that
represents the yields of bonds
that are of different maturity dates
and the same credit quality.
Normally, long-term debt
instruments have higher interest rates
than short-term ones. Long-term
investors take more risk than those
who invest in short-term bonds
because their money is tied up in the
investment for a longer period and
take on more risk. For this reason,
they expect higher rewards. In this
scenario, the yield curve slopes
upward.

Sometimes, however, it’s the other
way around. A yield curve inversion
results when the yields from a shortterm debt instrument such as a
government bond are higher than the
yields from a long-term instrument
of the same loan quality.
There are many reasons a yield curve
can become inverted. One of them is
that investors are expecting the
economic situation to worsen and are
selling off their stocks to purchase
bonds. They believe that low yields
produced by long-term investments
are better than holding on to stocks
and risking major losses. As a result,
the demand for long-term bonds
goes even higher and the yields
become lower.
Some investors believe that in the
face of a weakening economy, it’s
better to lock down current rates in
case they even go lower. They settle
for lower rewards in return for
reduced risk.
In Australia, the bond market yield
curve went negative in July. The
interest rate on a 10-year
government bond has fallen to
0.891%, while the rate on a 3-year
bond is at approximately 7%. While
the country’s yield curve has not yet
inverted, it’s nearly there.
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Sluggish Wage Growth - Wage
growth in Australia remained at a
measly 2.3% for the past 3 quarters,
despite optimistic predictions from
the Treasury. Stagnant wage growth
means less purchasing power for
consumers, which in turn results in
fewer jobs created and a less healthy
economy.
Fewer People Are Buying New Cars Low new car sales numbers have
been seen before many recent
recessions. Many economists consider
them a warning sign of an impending
economic downturn. When wages are
low and families need to curb their
spending, purchasing a new car is
last on their list of priorities. In
Australia, new car sales have been in
decline for 17 consecutive months.
High Gold Prices - When the economy
falters, people purchase gold and
gold mining stocks because both are
seen as stable, tangible
commodities. This is because they
retain their value even when markets
crash. Before and during recessions,
gold prices typically go up. In
Australia, gold prices have reached
record highs, exceeding $2000 per
ounce for the first time in history in
June 2019.
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Low Retail Sales - Consumption of
products and services is the driving
force behind Australia’s economy.
However, sluggish wage growth has
resulted in reduced consumer
spending. Households are tightening
their belts, spending less on
nonessential and even planning
shorter vacations. The government
tried to offset this by handing out tax
cuts, but retail spending continues to
decline. When the cycle of earn and
spend slows down, fewer jobs are
created, which further affects the
overall economic health of the
country.
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Is Australia Already
in a Recession?
Economists define a recession as a
period of at least six months
wherein the economy experiences a
marked, significant decline.
Generally, a country that has
negative GDP growth for at least
two quarters is considered to be in
a recession.
Australia experienced a paltry .02%
GDP growth in the last quarter of
2016. However, removing the
population growth of Australia
(about 4%) from the headline, GDP
shows that the growth is negative.
Australia had negative per capita
GDP growth during Q3 and Q4 in
2018. This means that Australia, on
a per capita basis, may already be in
a recession.
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Characteristics of a Recession-Proof
Business
How can a business prepare itself
for a recession and ensure they
come out the other side intact?
Many organisations that managed
to weather the 1990's recession in
Australia, as well as the Great
Recession of the United States in
2008, share a few characteristics.
Generally, resilient businesses:
Reduced Spending
One of the keys to surviving a
recession is healthy cash flow. One of
the ways to achieve this is to reduce
wasteful spending. Businesses that
survive recessions cut back on
discretionary expenses.
Another way to recession-proof your
business is to use cash-flow
management tools. There are several
software products that help not just
with cash flow management but also
budgeting and forecasting.

1. CommBank App is a free, simple and
secure tool that you can use to set
saving goals, track spending and pay
bills using your smartphone. It’s a great
option, especially if you already have a
CommBank account and a NetBank
client number.
2. Pocketbook is a budget planning and
an expense tracking app. Easy to use, it
is the only personal finance app that
can be synchronised with Australian
Banks so it is also great for SMB cash
flow management.
3. SplitWise is another cash flow tool
and shared expense manager. Designed
for housemates and friends, this app
can be used for small and medium
businesses where expenses are shared
by more than one person.
4. Receipt Bank is an essential tool for
cash flow management. If data entry
has been taking too much of your
precious time, download this receipt
scanner and manager. It can be
integrated with popular accounting
software, including Xero, Quickbooks
and Sage.
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Strengthened Core Competencies

Solidified Their Customer Base

Your current roster of clients makes up
a large percentage of your profits and
is the foundation for your growth. Since
they have purchased a product or
service from you before, they’re likely
to be more trusting and open to
upselling. In addition, since they’re
already familiar with your company,
you won’t have to spend as much to
market to them.
To solidify their customer base,
recession-proof businesses market
continuously and aggressively. Apart
from taking business away from your
competitors, focusing on your core
customers helps position your
organisation for success one the
recession is over.

During a recession, competition with
businesses in the same industry as
yours will be stiff. To get a leg up,
focus on what you are best at and
measure your performance. While
you can (and should) offer new
services or products when
appropriate, it is essential to focus
on what you are best at. Doing so
helps attract new customers—this is
important, as not all of your
current clients have spending
capabilities during a downturn.
Focused on Improving
Productivity Organisations that last
throughout a recession utilise the
tools available to increase
productivity. Businesses today can
leverage IT solutions to boost
productivity and, in turn,
profitability. For instance,
automation can eliminate hours of
routine administrative work for
employees. This enhances their time
utilisation and productivity. Instead
of spending half the day on tasks
such as data entry, they have more
time to focus on adding real value
to your business.

Award - Winning IT Company in Brisbane
www.dorksdelivered.com.au I 360 St Pauls Terrace, Fortitude Valley I (07) 3166 5465

Offered a Diversified Portfolio of
Services/Products, Reducing Risk
Putting your eggs in different baskets
can help reduce the financial impact
of a recession on your business.
However, adding new products and
services to your offerings can do more
harm than good if you don’t have a
strategy in place. Businesses that
diversify during a recession do so
after extensive market research and
take care not to veer too far away
from their core competencies.

Australian businesses today can take
lessons from the companies that
survived the recessions of the past.
They also have a tool in their arsenal
that Aussie businesses in the 1990's did
not have access to end-to-end
managed IT services.

Found New Ways to Compete in the
Recession and Post-Recession
Landscape
Successful businesses utilise new tools
and methodologies during and after a
recession. They invest in research and
development, intelligently utilising
data to differentiate themselves from
their competitors while marketing
toward said competitors’ customers.

Innovation is key to surviving in a
recession. Finding new ways to do
things that are more efficient, costeffective and productive can mean the
difference between sinking and
swimming during difficult economic
times.
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How Can Managed IT Services Help Your
Business Survive a Recession?
The downturn may have already
begun or is still years into the future.
Either way, it is essential to prepare
your business to not just survive but
thrive amidst harsh economic
conditions.
Managed IT services are solutions
provided by a third-party IT
company. With managed services,
businesses benefit from best-ofbreed technologies without investing
in IT staffing, infrastructure, software
licenses and other costs that come
with having an in-house IT
department.

With managed IT services, even small
businesses can take advantage of the
latest developments in security,
automation, data privacy and
communication. From cutting costs to
streamlining operations, managed IT
services can help your business
become more agile and adaptable,
positioning it not just for survival but
also for long-term success.

A managed service provider (MSP)
takes responsibility for the continued
functionality of IT equipment and
systems. Typically, an MSP handles
its clients’ infrastructure and systems
remotely. Some firms, however, also
offer on-site services and can work
on a per-project basis as well as on
a subscription basis.
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An MSP can help your business be more resilient during and after a recession by
providing:
vCTO Services
The pace of innovation is incredibly fast. Depending on how well your business
manages disruptions, you can either increase profit, stay afloat or sink—like
what happened to video rental stores when streaming services gained
popularity.
Coupled with the challenges of operating a business within a recession, staying
abreast of trends and disruption of innovation can be very difficult. Add to that
the fact that it requires expertise to truly understand changes in technology
and how to make them work for your organisation.
A chief technology officer (CTO) can’t predict the future of tech or how
innovations can change the course of your business, but they can help you plan
for it. As such, they play a vital role in the success of an organisation.
A CTO is responsible for creating, implementing and overseeing technology
policies within a company. They have a solid understanding of the
organisational structure, challenges and goals. A CTO stays on top of trends,
anticipate changes and incorporates new technology within an organisation’s
overall tech strategy.
For small to medium-sized businesses, having a full-time chief technology
officer (CTO) on staff isn’t always feasible. Some company owners may not feel
the need to have a full-time employee who focuses solely on technology.
Others might find it difficult to justify adding another salaried executive
position to their organisation.
Some CEOs who have some knowledge of technology may believe that they can
take on the role themselves and save money. However, a CEO focuses on
corporate and organisational decisions—they may not have the time or
specialised knowledge needed to take on CTO responsibilities. In addition, a
CEO may know how to troubleshoot tech issues but not have the necessary
expertise to truly understand technology and how to utilise it to improve their
organisation.
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An excellent alternative is to outsource CTO tasks to a virtual chief technology
officer (vCTO). A vCTO works directly with you to understand your business, its
goals and its challenges. Like a full-time CTO, a vCTO monitors trends that can
affect your company, identifies risks and pinpoints opportunities. In addition,
they can assist you with IT adoption and compliance challenges as well as the
alignment of tech and business goals.
Having a virtual Chief Technology Officer gives you someone who is working on
your team, helping with the technology decisions to drive the business into
profit for years to come. We stay up to date on innovations and make them
work for, instead of against, your organisation. We sit on the board with you,
advising on the best course to steer the ship that is your business in.

IT Services with a Financially Backed
Uptime Guarantee

UPTIME

SECURITY

PROFIT
AUTOMATION
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Ensuring Continued Business Operations
When a business’ functions are
interrupted, it could result in massive
financial losses. To prevent this, business
owners should invest in an IT business
continuity solution. Managed IT services
ensure the uninterrupted operation of
your IT systems and software, preventing
tech disasters caused by network
outages, server failures, human error,
cyber attacks and more.

Empowering You to Embrace Digital
Disruption
Social, mobile and the Internet of Things
pose challenges for businesses at any
time, but especially during difficult
economic periods. An MSP can help you
transform the challenges of digital
disruption into opportunities. Managed IT
services allow for faster adoption of new
technologies, helping businesses keep up
with the evolving needs of their
customers.
Protecting Your Systems Against Security
Breaches
During a recession, the last thing a
business owner wants to deal with is the
financial fallout after a security breach.
According to a study by Frost & Sullivan,
the average cost of a cybersecurity
incident is approximately AUD 40,000 for
a medium-sized business and 8.2 million
for a large organisation.

The cost of a single security breach
can be too high for a business to
absorb, especially during a recession
when cash flow and funding options
are limited. Businesses affected by a
security breach are at risk of closing
due to its associated costs.
Businesses cannot afford downtime,
especially during a recession when
finances can become very tight. You
should look towards an IT partner
that has enough experience to give
you financially guaranteed uptime.
This ensures that the IT solutions
and support will not cost you
downtime but will keep your staff
fully utilised. Great IT providers will
pay you for your downtime at a rate
that you deem acceptable.

An MSP will help you protect
against cybercriminals by creating
and implementing a custom
security strategy for your systems.
In addition, an MSP can conduct
regular audits to ensure that your
business is not open to internal or
external threats.
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Repurposed Staffing Hours: Removal of
Repetition
Automating Tasks to Boost
Productivity and Efficiency
An MSP can help with business
process automation. By automating
tedious, routine tasks, productivity
is increased and your employees
become more efficient. In addition,
automation can help your team get
more work done in less time.
Giving You Time to Focus on Your Core
Competencies

Reducing Software, Staffing and
Infrastructure Costs

Seemingly minor IT problems can tie up
your employees for hours, when was
the last time you had someone
optimise that excel document or
process you have been doing for years?
Without a review this ends up wasting
precious time that they could otherwise
spend on tasks that they specialise in.
By outsourcing your IT needs to an
MSP, your team can focus on what they
are best at. Because they have time to
dedicate to their strengths and core
competencies, you derive more benefits
from their talents and they add more
value to your business.

In a recession environment,
businesses often need to cut
spending to improve their bottom
line. With the right MSP, they won’t
lock you in to contracts, let you test
their services in a try before you
buy model and businesses gain the
advantages of having their own IT
department at a fraction of the
cost. You do not have to factor in IT
staff training, salaries and benefits
into your IT budget. In addition, you
do not need to worry about
software licenses or the expense of
having and maintaining a server
room on-site. Instead of spending
on in-house IT services, you can
reroute funding into investments,
improvements and business growth.
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Boosting Customer Satisfaction and
Increasing Retention

Reduced spending power means
consumers are pickier about where
they spend their money. Businesses
can differentiate themselves and
prevent their customers from jumping
ship to competitors by providing the
absolute best customer support
experiences. This can be achieved by
streamlining your customer retention
programs with your current CRM and
Marketing strategy, something that an
MSP can help out with.

This can allow your customers to
feel appreciated, listened to and
valued. In addition to boosting
retention and satisfaction, giving
your customers access to a timely,
professional service enhances your
brand image and keeps you front of
mind.
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THE BOTTOMLINE
Recessions usually result in lower sales and, by extension, less cash to support
business growth. To survive a downturn, businesses need to identify ways to
cut costs and boost profitability. As early as now, organisations should work
on improving their cash flow and boosting their bottom line so that they have
the financial capacity to invest in growth even during challenging times.
An MSP with financially guaranteed uptime that ensures to respond within the
terms of your business can be a valuable partner in recession-proofing your
business. Choosing to work with an MSP with no locked-in contracts in place of
or in addition to an in-house IT team allows you to minimise costs while
adding value to your organisation. Apart from reducing IT spending, working
with an MSP gives you access to tools and expertise that put you ahead of the
competition. It levels the playing field for small businesses that don’t have the
resources to have their own IT department.
Choosing managed IT services also provides you with the peace of mind that
comes with knowing you have a team of experts on standby in case something
goes wrong. A server failure, a hacking attempt, or a downed telephone line
doesn’t have to result in lost opportunities, angry customers and unexpected
expenses. Instead of worrying about your IT systems and processes, you can
focus on staying ahead and growing your business.
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