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RECORD FEDERAL BUDGET DEFICIT EXPECTED

• Without doubt, the COVID-19 pandemic is the largest hit to 
our economy in 90 years. To do nothing, or to do little, risks 
leaving future generations with a severely degraded economy 
and lower living standards.

• The Federal government delivered a Budget for our times.  

• The forecast for the budget deficit to widen to a record 
$213.7 billion in 2020-21 is consistent with this narrative.

• The Budget aims to fill the hole in demand, ripped out by the 
COVID-19 pandemic. 

• It gives tax relief to businesses, provides tax cuts for 
households, and support for those employers hard hit by 
government-imposed restrictions.

• There is a deep awareness within the Budget that businesses 
create jobs and creating more jobs is the best way to limit the 
scarring in the economy from the shock of this pandemic.
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TAX RELIEF FOR BUSINESSES AND HOUSEHOLDS

• A core theme of the budget was creating jobs and 
providing tax relief for businesses and households.

• The main measures for businesses involved the instant 
asset write-off provisions and the introduction of 
temporary ‘loss carry-back’ tax provisions. 

• For households - personal income tax cuts have been 
brought forward 2 years (and backdated) to 1 July 2020 –
raising the start of the 32.5% and 37% tax brackets. Also 
increases to the low-income tax offset.

• Infrastructure spending was also another theme.

• There was also job creation initiatives through JobMaker, 
JobTrainer and the apprentice wage-subsidy scheme.

Actual

Taxable Income 

($)

Tax Liability 

($)

Tax Liability 

($)

Change in 

Tax ($)

Change in 

Tax (%)

40,000 4,947 3,887 -1,060 -21.4

60,000 12,147 9,987 -2,160 -17.8

80,000 19,147 16,987 -2,445 -11.3

100,000 26,632 24,187 -2,745 -9.2

120,000 34,432 31,687 -2,565 -8.0

140,000 42,232 39,667 -2,565 -6.1

160,000 50,032 47,467 -2,565 -5.1

180,000 57,832 55,267 -2,565 -4.4

200,000 67,232 64,667 -2,565 -3.8

Tax Cuts for Low- and Middle-Income Earners

2020-21
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AN AMBITIOUS ECONOMIC RECOVERY

• The government forecasts the economy to move out of 
recession and pick up from late 2020, assuming COVID-19 is 
effectively contained. 

• However, the challenges and uncertainty for the economy 
from COVID-19 remain significant. 

• The government forecasts a contraction of 1.5% in real GDP 
in 2020-21 before growth of 4.75% in 2021-22.

• The unemployment rate is forecast to peak at 8.0% in the 
December quarter of this year, before falling to 6.5% by the 
June quarter of 2022. 

• Whilst we anticipate the peak to be 8.0% early next year, 
we expect the unemployment rate is likely to remain above 
7.0% by the June quarter of 2022. The JobKeeper scheme is 
still due to expire at the end of March 2021.

• A huge factor constraining growth is that net immigration is 
expected to be negative resulting in population growth of 
just 0.2% - the lowest since 1917!

Actual

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

Budget Aggregates

Underlying cash balance ($bn) -85.3 -213.7 -112.0 -87.9 -66.9

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

Net debt ($bn) 491.2 703.2 812.1 899.8 966.2

   % of GDP 24.80 36.1 40.4 42.8 43.8

Real GDP -0.20 -1.50 4.75 2.75 3.00

Employment -4.30 2.75 1.75 1.00 1.75

Unemployment rate 7.00 7.25 6.50 6.00 5.50

Consumer price index -0.30 1.75 1.50 1.75 2.00

Wage price index 1.80 1.25 1.50 2.00 2.25

Nominal GDP 1.70 -1.75 3.25 4.50 5.00

Major Economic Parameters

Forecasts

Real GDP and nominal GDP are percentage change on preceding year. The consumer price index, employment and 

the age price index are through the year growth to the June quarter. The unemployment rate is for the June quarter.

Key Budget Aggregates and Parameters
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DISCLAIMER

The information contained in this report (.the Information.) is provided for, and is only to be used by, persons in Australia. 
The information may not comply with the laws of another jurisdiction. The Information is general in nature and does not 
take into account the particular investment objectives or financial situation of any potential reader. It does not constitute, 
and should not be relied on as, financial or investment advice or recommendations (expressed or implied) and is not an 
invitation to take up securities or other financial products or services. No decision should be made on the basis of the 
Information without first seeking expert financial advice. For persons with whom BankSA has a contract to supply 
Information, the supply of the Information is made under that contract and BankSA’s agreed terms of supply apply. 
BankSA does not represent or guarantee that the Information is accurate or free from errors or omissions and BankSA 
disclaims any duty of care in relation to the Information and liability for any reliance on investment decisions made using 
the Information. The Information is subject to change. Terms, conditions and any fees apply to BankSA products and 
details are available. BankSA or its officers, agents or employees (including persons involved in preparation of the 
Information) may have financial interests in the markets discussed in the Information. BankSA owns copyright in the 
information unless otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted 
without the written consent of BankSA.

Any unauthorised use or dissemination is prohibited. Neither BankSA- A Division of Westpac Banking Corporation ABN 33 
007 457 141 AFSL 233714 ACL 233714, nor any of Westpac's subsidiaries or affiliates shall be liable for the message if 
altered, changed or falsified.

12



©2020 Grant Thornton Australia Limited. All rights reserved.13



©2020 Grant Thornton Australia Limited. All rights reserved.14


