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Budget Overview  
 
Key Budget messages 
In his Budget Speech Treasurer Jim Chalmers said, “This Budget delivers the largest savings package on 
record. There are $63.8 billion in savings. Our decisions improve the Budget in net terms by $26.1 billion once 
you take our responsible provisions into account. A big part of our savings package will restore the NDIS to its 
original intent and secure its future, so it grows in a sustainable way in line with programs like Medicare. This 
difficult but necessary reform will save $37.8 billion over the forward estimates. On top of savings there’s also 
very substantial spending restraint. Real spending growth averages just 1.5 per cent for the eight years to 
June 2030. This is the lowest average growth rate in any eight-year period for almost three and a half 
decades and less than half the 30-year average.” 

He said, “The core of this Budget is an economic strategy with five main parts: 
 

• Getting through the global oil shock and building resilience; 
• Taking the pressure off people where we can; 
• Making the economy more productive to lift living standards over time; 
• Reforming the tax system for workers, businesses and future generations – including a new tax cut 

for every working Australian taxpayer; and 
• Making the budget stronger, more sustainable, and helping to take the pressure off inflation by 

saving more than we spend.” 
 

He also said, “At a time when Australians are under pressure, this Budget delivers more help with the cost-of-
living and new tax cuts for workers. And in an era where people feel like the system no longer works for them, 
this Budget doesn’t just acknowledge that – it acts on it. By levelling the playing field for first home buyers, 
backing the aspiration and innovation of small business. And renewing the fundamental bargain between 
generations, to help bring the dream of home ownership within reach of more young Australians. No other 
budget in the 2000s has set out this much responsible Budget repair and this much economic reform.” 

 
Main policy decisions – Summary 
 
Tax – Income Tax Offset 
The Budget announces a new Tax Offset deduction for income earners to take effect from the 2027-28 
income year. (Paid in 2028-29.) The Working Australians Tax Offset (WATO) provides an additional tax cut of 
up to $250 for most income earners. 

Tax – Capital Gains Tax discount 
As widely forecast before the Budget the Government is replacing the existing 50 per cent Capital Gains 
Tax discount with an inflation-adjusted system. However, the change goes much further than was widely 
forecast, applying to existing assets, but with the new arrangements only applied to gains from 1 July 2027. 
Under the new system, real gains will be taxed at a minimum rate of 30 per cent. Investors in new housing 
will be able to choose the existing 50 per cent CGT discount or the new arrangements. 

Tax – Negative gearing 
Under the changes to negative gearing announced in the Budget the Government will limit new negative 
gearing claims to new housing builds from 1 July 2027. But the Budget Papers say, “Existing arrangements 
will remain unchanged for all properties held before Budget night, and investors who buy new builds will still 
be able to deduct losses from other income.  
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Tax – Trusts 
The Budget announced the Government will introduce a minimum tax of 30 per cent on discretionary trusts 
from 1 July 2028. The change is forecast to reduce the tax take in the first three years but then jump to $4.4 
billion in 2029-30, the second largest improvement in the Budget over the Forward Estimates after changes 
to the NDIS. 

Tax – Tax loss carryback and loss refundability for startups 
The Budget reintroduces loss carry back for small business and loss refundability for start-ups. From 2026–
27, eligible companies who make a loss will be able to use that loss to get a refund against tax paid in the 
prior two income years. The Government is also introducing loss refundability to support new start-up 
businesses. 

Tax – Instant Asset Tax Write-off 
The Budget permanently extends the $20,000 instant asset write-off (IAWO) for small businesses from 1 July 
2026, for small businesses with turnover up to $10 million. 

Housing – Housing Infrastructure Fund 
The Budget includes $2 billion to build enabling infrastructure like water and sewerage pipes for housing 
developments, 

NDIS 
Ahead of the Budget the Albanese Government announced a major overhaul of the National Disability 
Insurance Scheme designed to save $35 billion in expected cost increases over the next four years and a 
claimed $150 billion over the next decade. 

Aged care 
As part of a major shakeup in the health, disability and aged care portfolios, the Government announced 
ahead of the Budget that it will abolish the controversial aged care co-payment for people receiving in-
home assistance with showering, dressing and support in managing continence. The change will be funded 
by the abolition of the additional private health insurance rebate paid to those over 65 with private 
insurance. 
 

Budget outcome  
 
In his Budget Speech Treasurer Jim Chalmers said, “This Budget delivers the largest savings package on 
record. There are $63.8 billion in savings. Our decisions improve the Budget in net terms by $26.1 billion once 
you take our responsible provisions into account.” 

The Budget Papers said that over the forward estimates debt and deficits are lower every year compared to 
the 2025–26 MYEFO. The budget deficit for 2026–27 is $31.5 billion, an improvement of $2.8 billion 
compared to MYEFO. The budget is projected to return to balance in 2034–35 and a surplus of 0.8 per cent 
of GDP in 2036–37. 

As at 30 June 2027, gross debt is $1,051.0 billion, $18.0 billion lower than at MYEFO and $173.0 billion lower 
than the estimate the Government inherited. As a share of GDP, gross debt is expected to peak 1.2 
percentage points lower and two years earlier than at MYEFO.  

The Government said it had made $63.8 billion of savings and reprioritisations in the Budget. 

The Treasurer said, “A big part of our savings package will restore the NDIS to its original intent and secure 
its future, so it grows in a sustainable way in line with programs like Medicare. This difficult but necessary 
reform will save $37.8 billion over the forward estimates. On top of savings there’s also very substantial 
spending restraint. Real spending growth averages just 1.5 per cent for the eight years to June 2030. This is 
the lowest average growth rate in any eight-year period for almost three and a half decades and less than half 
the 30-year average.” 
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According to the Budget Overview – Resilience and reform, “The budget is $44.9 billion stronger over the 
forward estimates than the mid-year update and more than a quarter of a trillion dollars better over the eight 
years to 2029–30 than the estimate the Government inherited. 

“Gross debt peaks earlier and is lower in every year compared to the mid-year update. Gross debt peaks 1.2 
percentage points lower than the mid-year update and is $173 billion lower in 2026–27 than the estimate at 
the 2022 PEFO. 

“The Government’s fiscal management is underpinned by savings and reprioritisations, spending restraint and 
banking revenue upgrades. These actions mean this Budget is helping to take the pressure off inflation and 
delivering substantial improvements in the fiscal position over time. In this Budget, the Government is saving 
more than we are spending, with net decisions positive for the second consecutive update. Net decisions are 
$26.1 billion when accounting for the responsible provisions made in previous updates.” 

The Budget at a glance 

 
 

Economic Outlook and Forecasts 
 
Economic overview 
In the wake of the Middle East war and other inflationary pressures, Treasury is now forecasting inflation will 
peak at 5 per cent in 2025-26 before falling to 2½ per cent in each of the two following years. 

This compares with its forecast in last year’s Budget (before the Middle East war) of 3 per cent in 2025-26 
and 2½ per cent in 2026-27. 

Its forecast for economic growth is for 2¼ per cent in 2025-26, followed by 1¾ per cent (2026-27) and 2¼ per 
cent 2027-28. Compared to last year’s Budget, forecasts are unchanged for 2025-26 and 2½ per cent for 
2026-27. 

In his Budget Speech Treasurer Jim Chalmers said, “Treasury now expects global growth to slow from 3.5 
per cent last year to just 3 per cent this year.  

“Inflation is spiking all around the world – and Australia is not immune from these global price rises.” 

He said, “Australians have been paying a hefty price for this war, at the bowser and beyond. 

“We were already dealing with price pressures in our economy, but Treasury’s now forecasting inflation to 
peak around 5 per cent in the middle of the year because of the conflict. 

“For the same reasons, it’s expecting growth to come in ½ a percentage point lower next financial year, to be 
1 ¾ per cent overall.” 
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Economic growth 
The Budget Papers say that as a result of the Middle East conflict and the global oil shock, economic growth 
in Australia is forecast to slow from 2¼ per cent in 2025–26 to 1¾ per cent in 2026–27. 

Higher fuel prices are expected to dampen consumption and put pressure on business operations. In sectors 
like agriculture and construction, these impacts will be exacerbated by higher fertiliser and plastic prices. 

The Budget says the economy grew strongly in 2025, “with broad growth underpinned by a pick-up in private 
sector activity across both household consumption and private investment.” 

Nominal GDP is forecast to grow by 6¾ per cent in 2025–26, reflecting the impact of higher commodity prices 
and inflationary pressures. Nominal GDP is forecast to grow by 4¼ per cent in 2026–27, as economic growth 
and domestic inflation moderate and the terms of trade are assumed to fall. 

Inflation 
The Budget says headline inflation is forecast to peak at 5 per cent in the year to the June quarter 2026. It is 
then expected to decline, in line with the assumption that global oil prices ease over 2026–27, to 2½ per cent 
in the year to the June quarter 2027. The Papers say, “inflation is forecast to sustainably return to the RBA’s 
target band in the middle of 2027. 

They say, “Australia was facing inflationary pressures immediately prior to the Middle East conflict. Headline 
and underlying inflation both returned to the RBA’s target band briefly in 2025 but increased again to be 
above 3 per cent towards the end of the year. These developments reflected a mix of temporary and 
persistent factors.” 

Trimmed mean inflation was 3.3 per cent in the year to March 2026. “The Government’s temporary cut to the 
fuel excise is limiting the impact of higher petrol and diesel prices on households and headline inflation, the 
Papers say.   
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Domestic economy – detailed forecasts 
 

 

 
International GDP growth forecasts 
 

 

 

 



 
  

8 
 

 
Oil Price 
The Treasurer in his Budget speech said, “Treasury’s central forecast assumes oil stays around $100 per 
barrel until the end of next month and glides to $80 by the end of June next year.” He also said, “Treasury 
also presents a more severe scenario where the oil price peaks at $200 and takes three years to fall back 
down. We would still avoid a recession, but unemployment would spike to pre-pandemic levels and inflation 
would peak above 7 per cent.” 

Employment and unemployment 
The Budget Papers say, “Employment is expected to continue to grow, and the participation rate is expected 
to remain close to its recent record high. The unemployment rate is forecast to remain low by historical 
standards, gradually increasing from 4¼ per cent in the June quarter 2026 to 4½ per cent in the June quarter 
2027 and the June quarter 2028. The unemployment rate is expected to remain well below its average in the 
decade before the pandemic. 

Employment is expected to continue growing over the forecast period. Employment is forecast to grow by 1½ 
per cent through the year to the June quarter 2026 and the June quarter 2027 and 1¾ per cent through the 
year to the June quarter 2028. 

Wages 
The Wage Price Index is forecast to grow by 3¼ per cent through the year to the June quarter 2026, before 
increasing to 3½ per cent through the year to the June quarter 2027 and the June quarter 2028.  

The Wage Price Index growth is expected to continue. Wages set through enterprise agreements are 
expected to moderate. Award wage growth is expected to continue to be supported by several recent Fair 
Work Commission decisions.  

The increase in inflation is expected to result in a decline in real wages over 2025–26. Real wages are 
forecast to grow again in 2026–27 and 2027–28 as inflationary pressures eases. 

Immigration 
The Budget Papers say net overseas migration is forecast to be 225,000 in 2028–29 and 2029–30. The 
Papers say net overseas migration (NOM) has declined by around 45 per cent from its peak in 2022–23 and 
is forecast to continue declining through to 2027–28. NOM is forecast to be moderately higher than previously 
expected in 2025–26 and 2026–27, which reflects that migrants on temporary visas are departing Australia at 
lower rates than in the past. Arrivals of New Zealand citizens are also expected to remain strong, reflecting 
Australia’s relatively favourable labour market conditions. “Migration policy changes in this Budget will place 
downward pressure on NOM,” the Budget says. 

Household consumption 
Household consumption is forecast to grow by 2¼ per cent in 2025–26, before slowing to 1¾ per cent in 
2026–27 as higher prices from the conflict in the Middle East weigh on real incomes and spending (Chart 
2.8).  

Housing investment 
Housing investment is forecast to grow by 5 per cent in 2025–26 as strong commencements increase the 
pipeline of work under construction. Growth in dwelling investment is expected to continue, but at a slower 
pace: 4 per cent in 2026–27 and 3½ per cent in 2027–28.  

Business investment 
Business investment growth picked up substantially in the second half of 2025. Momentum is expected to 
continue, with business investment forecast to grow by 4 per cent in 2025–26, 2½ per cent in 2026‑27 and 2 
per cent in 2027–28. “Recent capital expenditure expectations have been revised upwards, but these could 
be unwound as businesses factor in the impact of higher input prices as a result of the conflict in the Middle 
East,” The Budget says. 
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Fiscal policy 
 
Total Budget spending and revenue – Budget outcome 
The Budget says that since the Mid-Year Fiscal and Economic Outlook (MYEFO) in December, the Budget’s 
underlying cash balance has improved for each year of the forward estimates. In 2026–27, the deficit is 
forecast to be $31.5 billion, $2.8 billion lower than at MYEFO. In 2029–30, the deficit is $25.3 billion, less than 
half the projection at MYEFO.  

As a share of the economy, the deficit is expected to be 1.0 per cent in 2026–27 to 2028–29 and then 
improve to 0.7 per cent in 2029–30. The deficits over the forward estimates are half the average between the 
Global Financial Collapse and COVID-19 pandemic.  

The budget is projected to return to balance in 2034–35 and to a surplus of 0.8 per cent of GDP in 2036–37, 
supported by structural savings and reforms to the tax system. “The improvement in the budget position is 
underpinned by savings and reprioritisations, spending restraint, and banking revenue upgrades; putting the 
budget in a stronger position in every year compared to the mid-year update,” the Budget says. 

It says the Government is delivering $63.8 billion of savings and reprioritisations. Over the five years to 2029–
30, net policy decisions improve the budget by $26.1 billion, including previously made provisions. 

The Government’s real payments growth averages 1.1 per cent over the four years to 2029–30, and 1.5 per 
cent over the eight years to 2029–30, less than half the 30-year average. Payments as a share of the 
economy are forecast to decline from 26.8 per cent in 2026–27 to 26.2 per cent in the last year of the forward 
estimates. Payments–to–GDP are lower than at MYEFO 

The Budget says it has made $63.8 billion in savings and reprioritisations, “taking the total to $177.9 billion 
since the 2022 PEFO.” 

Decisions taken but not yet announced  
Most year’s Budgets include several line items: ‘Decisions taken but not yet announced.’ No details of these 
measures are provided in the Budget, which are yet to be announced by the Government.  

The Budget Papers show that there are significant tax and spending measures yet to be announced for the 
2026-27 financial year and over the Forward Estimated (to 2029-30.) Tax and receipt measures not yet 
announced in 2026-27 amount to a substantial $2.3 billion (net) rising to $5.7 billion (net) in 2029-30 

Additional spending not yet announced is $1.77 billion in 2026-27, which falls to a spending cut of $1.45 
billion in 2029-30. 

These figures (of decisions not yet announced) are included in the Budget totals.  

The category, spread between several tables buried in the Budget papers, is funds the Government has 
provisioned for future announcements. DTBNYA also includes policies that have been announced but whose 
costs cannot be published for reasons such as ‘commercial in confidence’. 

Budget Strategy  
The Budget’s Fiscal Strategy and Outlook in Budget Paper No 1 sets out the Government’s broad Budget 
strategy. It is required by the Charter of Budget Honesty Act introduced in 1998 by Peter Costello, the 
treasurer in the Howard Government and was recommended by the National Commission of Audit which the 
Howard Government established when elected. 

The Budget Papers say, “The Government's Economic and Fiscal Strategy will make our economy more 
resilient and deliver a stronger and more sustainable budget. The Strategy is focused on the objectives of 
strong, inclusive and sustainable economic growth, full employment, growing real wages, ensuring women's 
economic participation and equality, and improving living standards for all Australians.” 
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Structural deficit 
The structural budget balance estimates what the Budget balance would be after stripping out the impact on 
the surplus or deficit of cyclical factors such as changes in commodity prices and changes in economic 
growth. It is an estimate but can provide insight into the sustainability of fiscal settings. 
 

 

 

The Budget Papers say, “The structural budget balance is expected to reach surplus by the end of the 
medium term. The structural position remains in deficit in the near term, peaking at 1.6 per cent of GDP in 
2025–26, before improving gradually to reach surplus in the last two years of the projection period. Cyclical 
factors are estimated to have a positive contribution to the underlying cash balance in 2025–26 and 2026–27, 
in large part due to elevated commodity prices. This recedes as commodity prices return to their assumed 
long-run levels.” 
 
 
Policy Decisions – Details 
 
Tax – Income Tax Offset 
The Budget announces a new Tax Offset deduction for income earners to take effect from the 2027-28 
income year. (Paid in 2028-29.) A possible new Tax Offset had been speculated ahead of the Budget but not 
its details. 

The Working Australians Tax Offset (WATO) provides an additional tax cut of up to $250 in addition to 
previously announced tax cuts from the 2024–25 Budget and the two upcoming rounds announced in the 
2025–26 Budget. 

The Tax Offset is forecast to cost the Budget $3 billion in 2028-29 (its first full year of operation) and $3.6 
billion in 2029-30, the third largest new spending imitative in the Budget after increased hospital funding and 
increased defence spending. 
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The Budget Overview – Resilience and Reform says, “This will benefit over 13 million Australian workers and 
deliver further, meaningful cost-of-living relief. Around 6.3 million women will benefit from the WATO in 2027–
28. The WATO is a permanent, annual tax offset of up to $250 from the 2027–28 income year for all 
Australian workers. This increases the effective tax-free threshold for Australian workers by nearly $1,800 to 
$19,985 (or up to $24,985 for workers eligible for the Low-Income Tax Offset). This is the largest permanent 
increase in the effective tax-free threshold since 2012–13. Of the 13 million Australian workers who receive 
the WATO, 97 per cent are expected to receive the full $250 offset. 

“The WATO will provide a tax cut for Australians for their income derived from work. It will help workers keep 
more of what they earn and support workforce participation for lower-income workers, particularly women and 
those caring for children. 

In his Budget Speech Treasurer Jim Chalmers announced, “We will put more money into the pockets of 13.3 
million workers with a new $250 Working Australians Tax Offset It will begin from the second half of 2027 and 
be paid each year, ongoing and automatically in your tax return just like the instant deduction we’re rolling out 
as well. This offset is targeted to workers and represents the most meaningful, permanent increase to the 
effective tax-free threshold since Labor last increased it more than a decade ago.” 

He said, “The $6.4 billion tax offset is the biggest cost-of-living measure in this budget.” 

Tax – Capital Gains Tax discount 
As widely forecast before the Budget the Government is replacing the existing 50 per cent Capital Gains 
Tax discount with an inflation-adjusted system, removing the effects of inflation on asset values and taxing 
real gains in value. 

However, the change goes much further than was widely forecast, applying to existing assets, but with the 
new arrangements only applied to gains from 1 July 2027. Gains accrued before July 2027 on properties 
and assets sold after that date will be assessed under the old system.  

Under the new system, real gains will be taxed at a minimum rate of 30 per cent. 

Investors in new housing builds will be able to choose the existing 50 per cent CGT discount or the new 
arrangements. 

The Budget Papers do not separate the increase in tax revenue from the CGT changes and from changes 
to negative gearing (below). However revenue for the two in 2028-29 (the first year of impact) is forecast to 
increase by $1.4 billion and by $3 billion in 2029-30.  

In his Budget speech Treasurer Jim Chalmers announced the Government was “replacing the 50 per cent 
capital gains tax discount with inflation-adjusted indexation, to restore the taxation of real gains. These 
changes will be prospective, and new builds will retain the option to use the 50 per cent discount.  

The Budget said that “while supply is an important driver of housing affordability, tax also plays a role.” 

Changes in the Budget to CGT replace the existing 50 per cent CGT discount with a discount based on 
inflation, coupled with a minimum 30 per cent tax on gains from 1 July 2027. 

The Budget said, “This reform means that investors will only pay tax on their real capital gain, restoring the 
original intent of the CGT arrangements. It will support productive investment in assets such as higher 
density housing and shares while reducing incentives for debt-financed investment in some areas, like 
existing detached housing. It means investors with lower gains will pay less tax, while those with gains well 
above inflation will pay more.  

The CGT reforms will only apply to gains arising after 1 July 2027. 

The Budget said, “The impact on housing supply from these tax measures will be more than offset by 
measures that increase housing supply.” 
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Tax – Negative gearing 
Under the changes to negative gearing announced in the Budget the Government will limit new negative 
gearing claims to new housing builds from 1 July 2027. 

But the Budget Papers say, “Existing arrangements will remain unchanged for all properties held before 
Budget night, and investors who buy new builds will still be able to deduct losses from other income.  

“Investors who buy established housing after Budget night will still be able to deduct losses against residential 
property income. They will be able to carry forward unused losses to future years but won't be able to deduct 
them against other income like wages.” 

The Budget Papers do not separate the increase in tax revenue from the CGT changes and from changes 
to negative gearing. However revenue for the two in 2028-29 (the first year of impact) is forecast to 
increase by $1.4 billion and by $3 billion in 2029-30.  

In his Budget speech Treasurer Jim Chalmers said, “We’ll limit negative gearing for residential property to 
new builds from July next year.” 

Tax – Trusts 
The Budget announced the Government will introduce a minimum tax of 30 per cent on discretionary trusts 
from 1 July 2028 with some exceptions. “This will create more equal treatment between workers who earn 
a living from wages and people the with income from trusts, and help fund a $250 tax offset for every 
working Australian taxpayer.” 

The change is forecast to reduce the tax take in the first three years but then jump to $4.4 billion in 2029-
30, the second largest improvement in the Budget over the Forward Estimates after changes to the NDIS. 

The Budget Overview – Resilience and reform said, “There are many legitimate reasons to use 
discretionary trusts, but the number has doubled over the past 20 years, faster than the growth in the 
number of companies, making the system unsustainable. 

“Rollover relief will be provided for three years from 1 July 2027 to assist small businesses and others that 
wish to restructure.” 

In his Budget speech Treasurer Jim Chalmers said, “We’ll (…) introduce a minimum 30 per cent tax rate on 
capital gains from July next year and on discretionary trusts from July the year after.” 

Tax – EV tax concesssions 
Ahead of the Budget the Government announced it will limit the existing tax concessions for EVs (electric 
vehicles) purchased under novated leases. The existing discount will continue until the end of March 2027. 
Between April 2027 and April 2029, the full FBT discount will apply only for EVs costing up to $75,000, while 
the vehicles that cost more than this threshold but below the luxury car tax will receive a 25% discount. From 
April 2029, all EVs below the luxury tax threshold will receive the 25% discount on the Fringe Benefits Tax.  

The changes won’t affect existing leases. 

Treasurer Jim Chalmers and Energy Minister Chris Bowen made the announcement in a joint statement, 
claiming the new rules will encourage manufacturers to offer more affordable and cheaper-to-run EVs in the 
Australian market. Dr Chalmers and Mr Bowen said in a joint statement, “The electric car market has rapidly 
matured since we came to government, and these changes will ensure our tax settings are still suitable”.   

The tax discount was originally forecast to cost about $90 million this financial year, but its uptake has been 
well above expectations and it is now estimated it will cost the government $1.35 billion. Dr Chalmers and Mr 
Bowen said the new rules would encourage manufacturers to offer EVs to the Australian market that were 
more affordable and cheaper to run. They said the tax changes had been informed by the Electric Car 
Discount Review, released on Tuesday. The review was required under legislation. 
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Tax – Tax loss carryback and loss refundability for startups 
The Budget reintroduces loss carry back for small business and loss refundability for start-ups. 

The Government said this “expands incentives for venture capital and better targeting the Research and 
Development Tax Incentive.” 

The loss refundability measures are forecast to cost $2.7 billion over the Forward Estimates, starting at $911 
million in 2027-28.   

The Budget Overview – Resilience and reform said “The Government is reintroducing loss carry back to 
support business risk taking and resilience. From 2026–27, eligible companies who make a loss in the current 
income year will be able to use that loss to get a refund against tax paid in the prior two income years. This 
will benefit up to 85,000 companies, mostly small businesses. 

“The Government is also introducing loss refundability to support new start-up businesses. From 2028–29, 
small start-ups in their first two years of operation will be able to get a refund for tax losses, up to the value of 
fringe benefits tax and withholding tax paid on employee wages. This will benefit up to 25,000 young 
companies each year, providing valuable cash flow support.” 

In his Budget Speech Treasurer Jim Chalmers said, “We’ll permanently introduce two-year loss carry-back for 
all companies up to $1 billion in turnover – bolstering resilience and risk taking. And we’ll introduce loss 
refundability for start-ups, to help new businesses invest and grow in their first two years. We’ll also expand 
tax incentives for venture capital and better target the Research and Development Tax Incentive to support 
more high-impact innovation.” 

Tax – Instant Asset Tax Write-off 
The Budget permanently extends the $20,000 instant asset write-off (IAWO) for small businesses from 1 July 
2026. Small businesses with turnover up to $10 million will be able to immediately deduct eligible assets 
costing less than $20,000. 

The Government said this is estimated to improve cash flow for small businesses by around $890 million over 
the next five years. 

Housing – Housing Infrastructure Fund 
The Budget includes $2 billion to build enabling infrastructure like water and sewerage pipes for housing 
developments, which Housing Minister Clare O’Neil said will unlock 65,000 new homes over the decade. 

Announcing the new funds Treasurer Jim Chalmers said (on Sunday, 10 May) “we are announcing an extra 
$2 billion to build 65,000 new homes right around Australia. And this is all about the power and water and 
local road infrastructure that we need to get more projects over the line. It is part of a $47 billion investment. It 
is about supporting local governments and state governments working closely together to build more homes 
in communities that desperately need and deserve them. Projects like this one are making sure that we can 
build more homes. So, an extra $2 billion in a really tight and responsible budget, I think, reflects the priority 
that we have placed on building more homes. 

“We understand that the status quo in housing is not working. Too many people are locked out. There aren’t 
enough homes, and so the government is focused on this housing challenge. The Budget will have 
substantial housing policies to address these challenges.” 

The $2 billion adds to more than $4 billion Labor has announced for critical infrastructure since coming to 
office in 2022 and $45 billion spent on trying to overcome Australia’s housing crisis. Despite this, the 
government remains well behind schedule to achieve its target of building 1.2 million new homes by mid-
2029. 

Productivity package 
The Budget Overview: Resilience and reform says the Government’s productivity reforms will reduce 
regulatory burden by $10.2 billion each year, boost long-run GDP by around $13 billion a year, and progress 
13 of the 17 reform areas identified by the Productivity Commission’s five pillar inquiries. 
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The Budget includes measures to boost productivity by “better selecting migrants and recognising their skills” 
at a cost of $1.6 billion over the Forward Estimates. 

It also includes $654 million in spending to establish a Digital ID, to boost productivity. Productivity will also be 
enhanced with $760 million in spending over the Forward Estimates for Promoting Research, Development 
and Innovation including Australia's Economic Accelerator program. 

The Budget Overview: Resilience and reform says, “The Government’s productivity reforms will reduce 
regulatory burden by $10.2 billion each year, boost long-run GDP by around $13 billion a year, and progress 
13 of the 17 reform areas identified by the Productivity Commission’s five pillar inquiries.” 

NDIS 
Ahead of the Budget the Albanese Government announced a major overhaul of the National Disability 
Insurance Scheme designed to save $35 billion in expected cost increases over the next four years and a 
claimed $150 billion over the next decade. 

The changes, broadly outlined by Health, Disability and Aging Mark Butler, were included in the Budget. 
They would be “easily the most important part of the savings package that we will present on budget night,” 
Treasurer Jim Chalmers said. 

Under the changes: 
 

• People with lower support needs will be moved off the scheme and over the next two years the 
average spending on plans will reduce to about A$26,000 – back to where it was in 2023 – down 
from the current $31,000. 

• Spending on third parties who manage most NDIS plans and claims will be cut by 30 per cent, and 
more providers will need to be registered, particularly those giving personal care. 

Mr Butler said the changes would cut the number on the scheme, currently 760,000, by 160,000 to about 
600,000 by the end of the decade, instead of the number growing to well over 900,000. 

Spending growth will be about 2 per cent a year for the next four years, only half the current inflation rate, 
before rising to about 5 per cent annual growth after that. At present the NDIS cost is growing at 10 per 
cent. 

Instead of a projected $70 billion in 2030, the cost of the scheme will be about $55 billion, Mr Butler said. 
Currently the scheme is costing about $50 billion. 

Despite earlier speculation, the reforms do not remove particular conditions from NDIS eligibility. Under new 
rules eligibility will depend on people’s level of disability. Changes will apply to those presently on the NDIS 
as well as to new entrants. There will be tighter criteria for unscheduled reassessments of plans, as well as 
tighter assessment of support for new entrants. Plan rollovers will be ended and a stop will be put to 
unspent funds being rolled over. Diagnosis lists will be removed as the means of entry to the scheme. 

Aged care 
As part of a major shakeup in the health, disability and aged care portfolios, the Government announced 
ahead of the Budget that it will abolish the controversial aged care co-payment for people receiving in-
home assistance with showering, dressing and support in managing continence. 

The $50 co-payment, which commenced only last November, triggered widespread concern in the aged 
care sector. The change will be funded by the abolition of the additional private health insurance rebate 
paid to those over 65 with private insurance. 

The government said about 3.2 million older people would now have to pay, on average, between $226 and 
$255 more a year, with 44,000 older Australians expected to ditch their private health insurance as a result. 
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Under the aged care reform program brought in by the Albanese government which started last year, 
clinical care is free but showering and similar personal help fell into the category of services for which the 
person is charged a co-payment. From the start, it was pointed out by stakeholders that showering is 
essential and should belong in the free category. The Government said in a statement, “The changes 
respond directly to feedback from older Australians, their families, advocates and providers, who have 
made it clear that these personal care services are essential for people’s independence and ability to stay 
at home”. 

Private Healthcare Australia, which represents the health insurance sector, estimated the change will cost 
about 1.4 million older people up to $640 a year depending on their level of coverage. 

Under the existing policy, people aged 65 to 69 get back 28 per cent of the cost of their private insurance 
premiums. Those older than 70 get 32 per cent back, while people younger than 65 receive a 24 per cent 
benefit. “That’s not fair between generations,” Mr Butler said in a speech at the National Press Club in 
Canberra ahead of the Budget. 

Defence spending 
Ahead of the Budget the Government published its 2026 National Defence Strategy, which charts the 
strategic risks the country faces and the funding needed to meet those challenges. Elements of the spending 
are included in the 2026 Budget. 

The Government said defence spending would climb to 3 per cent of GDP by 2033 under NATO 
measurements, increasing by $53 billion over the next decade. Funding includes a $14 billion lift in spending 
over the next four years. 

Fuel – storage 
The Budget includes a $7.5 billion Fuel and Fertiliser Security Facility to support additional fuel supply and 
storage. 

Ahead of the Budget and following oil supply disruptions from the Middle East war, Prime Minister Anthony 
Albanese on 6 May announced the Budget would include a multibillion-dollar package to boost the nation’s 
fuel supply to a minimum of 50 days on average. 

The funding package includes $3.2 billion to establish an Australian Fuel Security Reserve, a 1 billion litre 
government-owned stockpile, Australia’s first since World War II. The current fuel security policy relies on 
privately owned fuel and storage facilities  

Mr Albanese said the stockpile “is aimed at making sure that Australians can have more confidence in 
protecting our energy sovereignty”  

A further $7.5 billion will be used to support fuel companies to access loans, insurance and equity to buy and 
store more fuel, with the funding already utilised by Ampol, BP Australia and Viva Energy to secure millions of 
litres of extra diesel and jet fuel  

Refiners and importers are currently required to store between 20 and 32 days of emergency supplies, but as 
the Strait of Hormuz has remained closed, some have questioned if Australia has adequate supply in times of 
crisis. 

The plan also includes $10 million for feasibility studies into new or expanded refining capabilities. These 
studies would be co-funded with state and territory governments. Australia’s previous multiple oil refineries 
have shrunk from eight to just two, one of which, near Geelong, recently had a serious fire. 

The plan will raise the Minimum Stockholding Obligation by about ten days for every type of fuel. The 
measures would expand Australia’s onshore reserve to at least 50 days supply and storage of diesel and 
aviation fuel. 

The government aims to have its plan fully in place by 2030. It would be financed off budget meaning it 
doesn’t hit the budget’s bottom line. Much of the detail remains to be worked out. 
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