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Federal Budget Wrap 

In a highly unusual year, the Commonwealth Government made the highly unusual 
decision to release this year's budget in October rather than May.   

The five-month delay served two purposes.  

First, at a time of rapid change and extreme uncertainty, it allowed the government 
to focus on developing a public health response and economic support package that 
has helped Australia manage the impact of coronavirus better than most countries. 

Second, it provided an opportunity to observe before drafting a fiscal response that 
is more akin to a crisis management plan than a standard federal budget.  

Undoubtedly, the primary aim of this budget is to kick-start the economy using 
measures that will, hopefully, restore consumer confidence, encourage private 
sector investment and create jobs, while continuing to deliver the essential services 
on which Australians rely.  

But the challenges for the Australian economy remain significant.  

As many commentators have already observed, the success of this budget will 
depend largely on two, highly unpredictable factors: virus containment and 
economic confidence.   

Further outbreaks of the virus are likely until a proven vaccine becomes available: 
the timing and efficacy of which remains unknown.  

Add further uncertainty surrounding the impact of the global economy on the 
domestic outlook, and the challenge for this government is to convince Australians, 
businesses and consumers, that the measures contained in this budget are sufficient 
enough to get them spending.  

That’s why many of the measures targeting business will take effect immediately.  

Cashflow support that allows businesses to write off assets took effect immediately 
following the budget release, as did the JobMaker Hiring Credit and the Boosting 
Apprenticeships Wage subsidy.  

Tax losses can be retrospectively applied to profits going back as far as 2018-19, 
while a range of other measures aiming to make doing business easier will come into 
effect in coming months. 

Only time will tell whether these measures are enough.  

More certain is that the government is backing Australian businesses to get the 
economy moving. 
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Economic outlook 

The COVID-19 recession is Australia’s first in almost 30 years, with real GDP 
contracting by a record 7.0 per cent in the June quarter 2020.  

Key points 

Real GDP contracted by 7.0 per cent in the June quarter 2020, the largest quarterly 
fall on record, after a modest fall of 0.3 per cent in the March quarter 2020. 

Unemployment is forecast to peak at 8 per cent in the December quarter 2020, 
before falling to 6½ per cent by the June quarter 2022 

Economic recovery is expected to be driven by an easing of COVID-19 containment 
measures and improving business and consumer confidence, supported by the 
Government’s economic measures that aims to stimulate spending and investment. 

New business investment is forecast to fall by 9½ per cent in 2020-21, before 
growing by 6 per cent in 2021-22. The decline in investment will led by low 
machinery and equipment investment in the near term and a gradual run-off in non-
dwelling construction as demand for new projects declines and work in the pipeline 
is completed 

Household consumption fell by a record 12.1 per cent in the June quarter 2020, is 
expected to pick-up in the near term, but remain below its pre-COVID-19 level until 
the end of 2021 due to continued restrictions, heightened uncertainty, dampened 
consumer confidence and weakness in the income households receive from working.  

 

Indicator 2019-20 2020-21 2021-22 2022-23 2023-24 

 Outcome Forecasts 

Real GDP -0.2 -1.5 4.75 2.75 3.0 

Employment rate -4.3 2.75 1.75 1 1.75 

Unemployment rate 7 7.25 6.5 6 5.5 

Consumer price index -0.3 1.75 1.5 1.75 2 

Wage price index 1.8 1.25 1.5 2 1.25 

Nominal GDP 1.7 -1.75 3.25 4.5 5 
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Fiscal outlook 

The Government has promised to use fiscal policy to support aggregate demand and 
confidence, with a focus on a private sector-led recovery to drive employment and 
productivity 

In this Budget, the Government is providing an additional $98 billion in response and 
recovery support, including $25 billion under the COVID-19 Response Package and 
$74 billion under the JobMaker Plan. This brings the Government’s overall response 
and recovery support since the onset of the pandemic to $507 billion, of which $257 
billion reflects direct economic support. 

Key points 

The underlying cash balance in 2020-21 is now expected to be a deficit of $213.7 
billion (11.0 per cent of GDP), improving over the forward estimates to an estimated 
deficit of $66.9 billion (3.0 per cent of GDP) in 2023-24. 

The net operating balance is expected to be a deficit of $197.9 billion in 2020-21, 
with continuous improvement over the forward estimates. 

Gross debt is expected to be 44.8 per cent of GDP at 30 June 2021, increasing to 51.6 
per cent of GDP at 30 June 2024. Gross debt is projected to stabilise at around 55 per 
cent of GDP in the medium term. 

Net debt is expected to be 36.1 per cent of GDP at 30 June 2021 and peak at 43.8 
per cent of GDP at 30 June 2024. 

Indicator 2019-20 2020-21 2021-22 2022-23 2023-24 

 Outcome Forward Estimates 

Underlying cash balance -85.3 -213.7 -112.0 -87.9 -66.9 

Percentage of GDP -4.3 11.0 -5.6 -4.2 -3.0 

Net operating balance -92.3 -197.9 -103.4 -83.5 -58.5 

Percentage of GDP -4.7 -10.2 -5.1 -4.0 -2.7 

Net debt 491.2 703.2 812.1 899.8 966.2 

Percentage of GDP 24.8 36.1 40.4 42.8 43.8 

Gross debt 684.3 872.0 1016.0 1083.0 1138.0 

Percentage of GDP 34.5 44.8 50.5 51.6 51.6 
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Business and Industry 

The Government will deliver significant incentives and cash flow benefits to 
businesses with the aim of stimulating investment and creating jobs.  

Business cashflow support 

The Government is introducing the temporary full expensing of depreciable assets 
for businesses with turnover below $5 billion. There is no limit on the value of assets 
eligible for full expensing. 

The measure will apply to eligible assets purchased from 7:30pm (AEDT) on 6 
October 2020 and first used or installed by 30 June 2022. The cost of improvements 
to existing eligible depreciable assets made during this period can also be deducted 
in full. 

Temporary loss carry-back  

To complement the full expensing measure, companies with turnover up to $5 
billion will also be able to temporarily offset tax losses against previous profits and 
tax paid. 

Companies with turnover up to $5 billion can apply tax losses incurred during the 
2019-20, 2020-21 and/or 2021-22 income years to offset tax paid in 2018-19 or later 
income years. The tax refund will be available for eligible businesses when they 
lodge their 2020-21 and 2021-22 tax returns 

Research and Development Tax Incentive  

The Government will invest an additional $2 billion through the Research and 
Development Tax Incentive to help innovative businesses that invest in research and 
development. 

Reduce regulatory burden 

The Government is giving businesses greater flexibility in how they comply with 
regulations and reducing the cost of compliance. This includes permanently allowing 
companies to to hold virtual AGMs and execute documents electronically, and more 
flexible record keeping requirements for Fringe Benefits Tax. 

The government will also investigate additional ways that technology can be used 
more effectively in the regulation of corporations, credit, superannuation, insurance, 
banking, consumer protection and competition.  
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Insolvency reforms  

By reducing complexity, time and costs, a simplified restructuring process will 
encourage more Australian small businesses to restructure when in financial distress 
to improve their chances of survival.  

Where that is not possible, a simplified liquidation process will ensure greater 
returns to creditors and employees and allow assets to be quickly reallocated 
elsewhere in the economy, supporting productivity and growth. These processes will 
be available to incorporated businesses with liabilities of less than $1 million.  

Changes to responsible lending obligations  

The Government is simplifying Australia’s credit framework by removing responsible 
lending obligations for most credit products, making it easier and faster for small 
businesses to access credit.  

Accelerating digital transformation 

The Government is introducing a number of measures to accelerate the adoption of 
digital technologies to increase productivity and jobs growth and bring Australia 
closer to its goal of being a leading digital economy by 2030. 

All Commonwealth agencies will be required to have e-Invoicing capability, which 
will drive adoption amongst their suppliers.  

Over $419 million will be allocated to fund the full roll out of the Modernising 
Business Registers program to significantly streamline interactions with government 
by allowing businesses to quickly view, update and maintain their business registry 
data in one location.  
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Employment 

The Government is supporting businesses to hire workers and apprentices, assisting 
workers to improve their skills, and helping job seekers to reconnect with 
employment.  

JobKeeper Payment Extension  

The JobKeeper Payment extension announced on 21 July 2020 provides continued 
support until 28 March 2021, with the Payment targeted to those businesses that 
continue to be most significantly affected by the economic downturn.  

The level of the JobKeeper Payment is being tapered to enable businesses to 
transition towards their longer-term plans and a two-tiered payment is also being 
introduced to better match the Payment with the incomes of employees.  

On 7 August 2020, in light of the restrictions in place for Victoria, the Government 
announced changes to the JobKeeper Payment and its extension which expanded 
employee eligibility and eased the eligibility criteria for businesses.  

JobMaker Hiring Credit  

The JobMaker Hiring Credit will be available to businesses who hire additional 
employees aged 16 to 35 years old over the 12 months from 7 October 2020. Those 
hired must have received the JobSeeker Payment, Youth Allowance (Other) or 
Parenting Payment for at least one of the previous three months at the time of 
hiring.  

Employers will be eligible to receive the JobMaker Hiring Credit for up to 12 months 
from the commencement of each eligible employee. Eligible employers will receive 
$200 per week if they hire an eligible employee aged 16 to 29, or $100 per week if 
they hire an eligible employee aged 30 to 35.  

Boosting Apprenticeships Wage Subsidy 

Building on its JobTrainer Skills Package, the Government has allocated $1.2 billion 
for its Boosting Apprenticeships Wage Subsidy to support 100,000 new apprentices 
and trainees.  

The wage subsidy will be paid for all commencements at businesses of any size from 
5 October 2020 onwards, and will provide employers with a 50 per cent subsidy, up 
to $7,000 per quarter, of the wages paid for new apprentices and trainees until 30 
September 2021.  
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Education, Skills and Training 

The Government is investing $251.8 million over two years to support the delivery of 
50,000 higher education short courses. Short courses will be provided online to 
provide faster training pathways and alternative study options for workers looking to 
retrain or upskill.  

The Budget also includes $298.5 million over four years to provide an additional 
12,000 undergraduate Commonwealth Supported Places in 2021 prioritised 
according to labour market need, skills gaps, industry engagement and expected 
student demand.  

The Government will provide $263.0 million over four years from 2020-21 to 
continue to improve the quality of the Vocational Education and Training (VET) 
system and to respond to the 2019 Expert Review of Australia’s VET System.  

• $91.6 million over four years from 2020-21 (and $1.8 million per year 
ongoing) for a new Apprenticeships Data Management System to better 
support Government service delivery through the operation of the Australian 
Apprenticeship Support Network and administration of apprenticeship 
programs.  

• $52.3 million over three years from 2020-21 to expand the Skills for 
Education and Employment program to support additional places for basic 
foundational language, literacy and numeracy skills training.  

• $29.6 million over four years from 2020-21 to support the ongoing role of the 
National Careers Institute to simplify and strengthen career information, 
promote VET pathways, and enhance partnerships between industry, 
employers, schools and tertiary providers.  

• $1.7 million over four years from 2020-21 for the development of a National 
Skills Priority List for Apprenticeships to replace the current three lists with a 
single list based on a skills shortage methodology.  

• $75.9 million over four years from 2020-21 in additional resourcing for the 
Department of Education, Skills and Employment to support the 
implementation of the Skills Reform Package.  

• $11.9 million over three years from 2020-21 to continue the VET FEE-HELP 
(VFH) Redress measure in 2021 and 2022 to support students who incurred 
debts under the VFH loans scheme due to inappropriate conduct of their 
private VET provider.  
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Infrastructure 

The Government is increasing spending on infrastructure from $100 billion to $110 
billion over the next 10 years providing significant near-term investments in major 
road and rail projects, road safety and community infrastructure.  

Over the next two years, the Government will provide significant stimulus through 
the new $2 billion Road Safety Program, and an additional $1 billion of funding for 
the recently established Local Roads and Community Infrastructure Program taking 
the size of the program to $1.5 billion.  

These stimulus programs will be made available under a ‘use it or lose it’ mechanism 
to incentivise states and territories to prioritise funding which can be delivered in 
the short term.  

State project funding 

The Government is making additional commitments for new projects in each of the 
states and territories including:  

Australian Capital Territory will receive $155 million, including $87.5 million for the 
Molonglo River Bridge.  

New South Wales will receive $2.7 billion, including $603 million for the New 
England Highway Singleton Bypass and Bolivia Hill Upgrade, and an additional $491 
million for the Coffs Harbour Bypass.  

Northern Territory will receive $190 million, including $120 million for the 
Carpentaria Highway Upgrade and $46.6 million for National Network Highway 
Upgrades. 

Queensland will receive $1.3 billion, including $750 million for Stage 1 of the 
Coomera Connector.  

South Australia will receive $625 million, including $200 million for the Hahndorf 
Township Improvements and Access Upgrade and $136 million to progress the Main 
South Road Duplication Stage 2. 

Tasmania will receive $360 million, including $65 million for the Tasman Bridge 
Upgrade. 

Victoria will receive $1.1 billion, including $528 million for upgrades to the 
Shepparton and Warrnambool rail lines  

Western Australia will receive $1.1 billion, including $227 million for METRONET — 
High Capacity Signalling and Morley Ellenbrook Line and $87.5 million for Reid 
Highway Interchanges — West Swan Road  
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Housing  

The Government is extending the First Home Loan Deposit Scheme by a further 
10,000 places that will allow first home buyers to obtain a loan to build a new 
dwelling or purchase a newly built dwelling with a deposit of as little as 5 per cent.  

The Government is also enabling the National Housing Finance and Investment 
Corporation to issue an additional $1 billion worth of bonds to attract institutional 
investment to increase the supply of affordable housing.  

These reforms complement the Government’s announced changes to Australia’s 
lending laws, which will support the flow of credit to housing, reducing the time and 
cost associated with accessing credit for consumers. 

City Deals 

City Deals totalling $7.6 billion are being delivered in Townsville, Launceston, 
Western Sydney, Darwin, Hobart, Geelong and Adelaide.  

Building on this success, the Government is committing $328 million for a Perth City 
Deal that will support long-term growth by attracting people back into the city 
creating flow-on benefits for small business, including international students and 
tourism. 
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