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Federal Budget 2020-21 Summary 

The FY21 Budget has been handed down, and is what might be expected from a Coronavirus Budget.   

This year, the Morrison Government is spending big to support a community ravaged by the 
pandemic and suffering through an economic downturn.   

In a period of significant uncertainty, the Government has built upon the relief packages passed by 
Parliament earlier in the year, and pointed us towards a record deficit.   

The Treasurer has stated that this Budget is designed to kick-start the economy by increasing 
spending and creating jobs, and the package appears to be well-targeted to deliver on this goal.   

Key numbers 

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

(outcomes) (forecasts) 

Economic growth (%) -0.2 -1.5 4.75 2.75 3 

Inflation (%) -0.3 1.75 1.5 1.75 2 

Unemployment (%) 7.0 7.25 6.5 6 5.5 

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

Economic overview 

Australia has entered its first recession in almost 30 years as a result of a one-in-100-year pandemic, 
in the worst economic conditions since the Great Depression, with global growth set to fall by 4.5% in 
2020.   

The Government has estimated a deficit of $213.7 billion (around 11% of GDP), and the projections 
are that we will not return to surplus any time in the foreseeable future.  

While deficit spending is not desirable, with the economy heading towards an anticipated total deficit 
of $480.5 billion up until FY24, our economy is faring better than most – outpacing Japan, the US, 
Europe, the UK, and the OECD on cumulative GDP growth since the December quarter, 2019.   

The unemployment rate is edging upwards to 7.25% next year, although it is expected to start falling 
after that, and the economy is predicted to contract by 1.5% over the next year, before growing by 
4.75% in FY22.   

Gross Government debt is expected to rise to 44.8% of GDP by the end of FY21 ($872 billion) and to 
50.5% of GDP by the end of FY22 ($1,016 billion) as a result of these (and other) spending initiatives.   
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Relevant announcements 

Income tax 

 $17.8 billion worth of tax cuts, were brought forward from 2022 and backdated to July, 2020, 
with $12.5 billion to be delivered over the next 12 months.  This will:   

o increase the low income tax offset from $445 to $700;  

o raise the top threshold of the 19 per cent tax bracket from $37,000 to $45,000;  

o raise the top threshold of the 32.5 per cent tax bracket from $90,000 to $120,000; and  

o give a one-off additional benefit to low and middle income earners of up to $1,080 from 
the low and middle income tax offset (LMITO) 

 It means that low and middle income tax payers could get relief of up to $2,745 for singles and 
$5,490 for dual income families.   

Business tax 

 Businesses with a turnover of up to $5 billion (i.e. 99% of businesses) will be able to:   

o deduct immediately the full cost of eligible depreciable assets that are acquired from 
7.30pm AEDT on 6 October, 2020 and first used or installed by 30 June, 2022; and  

o offset tax losses against previous profits on which tax has been paid, in or after the 2018-
19 financial year.   

 $105 million in tax relief has gone into small business tax concessions, where businesses with 

an aggregated annual turnover of between $10 million and $50 million can access up to ten 
small business tax concessions, starting from 1 July, 2020.   

 Businesses who invest in retraining employees that have been redeployed to different roles, will 
be exempted from the 47% fringe benefit tax.   

Employment and training 

 $1.2 billion additional funding has been allocated to cover half the salaries of up to 100,000 
new apprentices and trainees, with a 50% wage subsidy for businesses that employ them.   

 50,000 new higher education short courses and 12,000 new Commonwealth supported places 
for higher education will be funded in 2021.   

 The JobMaker Plan has been introduced, which includes:   

o the establishment of the $1 billion JobTrainer Fund to create up to 340,000 free or low 
cost training places for school leavers and job seekers; and  

o a $4 billion JobMaker Hiring Credit that will pay people who have been added to 
headcount and work a minimum of 20 hours per week $200 per week for those aged 16-
29 and $100 per week for those aged 30-35.   

 The JobKeeper payment is being maintained until March, 2021, and expected to cost a total of 
$101 billion.   

 $240 million has also been allocated to measures and programs supporting economic security 
for women, which includes cadetships and apprenticeships for women in science, technology, 
engineering, and maths.   

Infrastructure 

 The Government has increased the 10 year infrastructure pipeline to $110 billion, with $14 

billion in new and accelerated infrastructure projects, including:   

o the Singleton Bypass and Bolivia Hill Upgrade in New South Wales;  

o the upgrade of the Shepparton and Warrnambool Rail Lines in Victoria;  
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o the Coomera Connector in Queensland;  

o the Wheatbelt Secondary Freight Network in Western Australia;  

o the Main South Road Duplication in South Australia;  

o the Tasman Bridge Upgrade in Tasmania;  

o the Carpentaria Highway Upgrades in the Northern Territory; and  

o the Molonglo River Bridge in the Australian Capital Territory.   

 $2 billion will be invested in shovel-ready road safety upgrades on a use-it-or-lose-it basis – if a 
state or territory government doesn’t move quickly, it will go to another.   

 The Local Roads and Community Infrastructure program will get an extra $1 billion to help 
councils upgrade local roads, footpaths, and street lighting.   

Of interest 

The Government has also committed to the following initiatives:   

 $1.3 billion has been allocated to manufacturing in six key areas, but does not include the fire 
protection sector;  

 $2 billion is being invested in research and development incentives;  

 the CSIRO is getting an extra $459 million in funding, and $1 billion is being allocated towards 
additional university research;  

 the First Home Loan Deposit Scheme has been extended to June, 2021, to help an extra 
10,000 people;  

 $1 billion has been allocated to the construction of affordable housing; and  

 the Government is rolling out a digital plan that will invest an extra $4.5 billion in the NBN, 
$29.2 million in the rollout of the 5G network, and $24.7 million to help small business operators 
use technology.   

Summary 

In the FY21 Budget the Morrison Government has attempted to provide significant financial 
incentives, with a key plank being its personal and business tax relief packages.   

These are welcomed, but commentators are questioning whether the extra refunds will go into 
spending, or be saved or used to pay off mortgages.   

Additional Government spending on infrastructure, and business incentives, however, will help to 
increase jobs and take pressure off the unemployment rate.   

More attention is being paid to cutting red tape and to encourage digitisation, which will help 
businesses adjust to a changing and modernising economy.   

While it is easy to be pessimistic about the deficit, and the economy is heading in a different direction 
from previous plans, the goal of this year’s budget is to spend a lot now and then slash expenditure 
later, once the private sector has started to bounce back.   

There is a lot of opportunity for businesses in this budget, once you look past the pessimistic deficit 
predictions, and we can only hope that these initiatives presage the road to recovery.   


