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Foreword 
We are pleased to share with you the eleventh edition of our bi-annual KPMG Financial Performance Index (FPI) publication, 
previously known as Distance to Default (D2D). KPMG FPI replaces our previous D2D model and is based on an improved 
probability model to benchmark the financial health of ASX companies. We provide our insights into the changing state of 
corporate health across all ASX sectors, following the end of the reporting season for the six months to December 2021.  
We have also conducted our KPMG FPI analysis as of March 2022 and we observed a decrease in the average KPMG FPI  
(i.e. a decline in financial corporate health) between December 2021 and March 2022 from 85.38 to 82.33.

Unsurprisingly, our analysis indicates that the Energy and Aerospace & Defence sectors are the only two sectors that have not 
experienced a drop in their KPMG FPI. We are also seeing the highest decline in KPMG FPI in Life Sciences Tools and Services, 
Media and Entertainment and Technology and Telecommunications which we highlight below.

About KPMG FPI
The KPMG FPI is a metric used to measure a company’s financial health by its ‘probability to default’. The analysis has been 
prepared using John Y. Campbell, Jens Hilscher, and Jan Szilagyi’s probability to default formula which takes into account 
financial information and market data. The KPMG FPI score ranges from 1 - 100. The lower the score, the more likely a company 
is to default. In contrast, the higher the score, the less likely it is to default. In this analysis, released every six months, we 
analyse the KPMG FPI score movements of ASX-listed companies (following the reporting season of full year and half year 
results) to draw insights into corporate health across the Australian Economy.

KPMG FPI combines both market and financial information to determine a company’s relative financial distress levels. KPMG 
Restructuring Services believes that combining the two types of information detects deteriorating corporate health more 
effectively than either source alone. The eleventh edition of our bi-annual KPMG FPI publication focuses on the changing state 
of corporate health across all ASX sectors for the six months to December 2021.

What we expect to see in the  
coming months:
• There are a number of factors 

that will drive how the next few 
months play out:

 – Impact of change in Federal 
Government;

 – Impact of inflation and 
pressures around further 
interest rate hikes both locally 
and globally;

 – Unfolding of the uncertainty 
around economic and 
geopolitical climate globally.

Key highlights
• Following the sharp fall in financial 

performance in early 2020 due 
to the pandemic, we observed 
markets recovered strongly over 
the next 18 months.

• However, in our most recent 
analysis to March 2022, we are 
starting to see early indicators of 
distress in the market.

• This has been caused by:

 – Interest and inflationary 
pressures;

 – Uncertainty caused by Ukraine 
Russia war;

 – Soaring fuel prices; and
 – Ongoing supply chain disruptions.

Sector movers
• The latest FPI scores indicate the 

most resilient sectors have been 
Energy and Aerospace & Defence. 
The only two sectors that did not 
experience a decline in their scores.

• As we enter a new COVID normal 
era, some of the sectors that 
have seen the highest increase 
in scores during the pandemic 
have started to show signs of 
normalisation. This includes Life 
Sciences Tools & Services, Media 
& Entertainment and Technology & 
Telecommunications, all recording 
a drop of more than 5 percent  
this quarter.

• The market cap of Zombie 
companies have dropped from 
$976.9m to $845.6m from 
December 2021 to March 2022.
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Movements of KPMG FPI score across the ASX
KPMG FPI score of ASX listed companies decreased from 85.38 in December 2021 to 
82.33 in March 2022.
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KPMG Financial Performance 
Index (KPMG FPI).... cont'd
a na l yse d  a c ross. . .
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Zombies

March 2022December 2021

28.9%30.8%

10.3%

10.3%
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companies

Note: (1) % share of zombies across sectors 
          (2) Cumulative market capitalisation (AU$ million) of zombies across sectors
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KPMG FPI movement by sector

Key movements in KPMG FPI score by sector

Dec 2021 to Mar 2022 Dec 2021 to Mar 2022
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Lower score indicates a higher level of distress Dec 2021 Mar 2022

 84.73 

 85.61 

 87.81
 88.41

 85.33

 90.34

 85.49

 90.42

 87.31

 86.19

 82.43

 91.42
 90.96

 92.34

 90.71

 93.11
 92.39

 93.21

 94.22
 93.58

 90.56

 93.78  93.64

 95.64

 92.87
 93.14

 93.94

 95.56

 92.35
 93.11  93.04

 94.09

 88.78

 93.22

 87.07

 90.28

 88.69

 92.22

 88.86

 92.88

 85.59 

 88.51 

Energy 1.3% (87.31) Food and Beverage -4.3% (88.86)

Aerospace and 
Defence 0.7% (94.22) Biotechnology -4.8% (88.78)

Raw Materials and 
Natural Resources -0.3% (92.87)

Technology and  
Telecommunication -5.4% (85.49)

Business Services -0.7% (87.81)
Media and  
Entertainment -5.5% (85.33)

Manufacturing -0.8% (92.35)
Life Sciences Tools 
and Services -9.8% (82.43)
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The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual or entity. It is provided 
for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to influence a person in making a decision, including, 
if applicable, in relation to any financial product or an interest in a financial product. Although we endeavour to provide accurate and timely information, there can be no guarantee that such 
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a 
thorough examination of the particular situation.

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the information or for any loss or damage 
suffered by persons who use or rely on such information (including for reasons of negligence, negligent misstatement or otherwise).

©2022 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English 
company limited by guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation.

Liability limited by a scheme approved under Professional Standards Legislation.

July 2022. 929179419DTL.

https://www.instagram.com/kpmgaustralia/
https://home.kpmg/au/en/home.html
https://www.facebook.com/KPMGAustralia/
https://www.youtube.com/user/kpmgaustralia
https://www.linkedin.com/company/kpmg-australia
https://twitter.com/kpmgaustralia
mailto:jstewart13%40kpmg.com.au%0D?subject=
mailto:petergothard%40kpmg.com.au%0D?subject=
mailto:ryaneagle%40kpmg.com.au%0D?subject=
mailto:gdickerson%40kpmg.com.au%0D?subject=
mailto:davidkidman%40kpmg.com.au%0D?subject=
mailto:bjrichards%40kpmg.com.au%0D?subject=
mailto:dahardy%40kpmg.com.au%0D?subject=
mailto:haydenwhite%40kpmg.com.au%0D?subject=
mailto:wcolwell%40kpmg.com.au%0D?subject=



