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Only 7% of Australia’s goods exports are to the US — and Australia is one
of very few countries that runs a frade deficit with the US

Australia’s merchandise trade balance with the
United States
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Source: ABS, International trade in goods, September 2025; Department of Foreign Affairs & Trade, Trade Statistical Pivot Tables - Monthly Series, August 2025.
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https://www.rba.gov.au/statistics/tables/#interest-rates
https://www.abs.gov.au/statistics/economy/international-trade/international-trade-goods
https://www.dfat.gov.au/sites/default/files/country-commodity-pivot-table-monthly-series.xlsx
https://www.dfat.gov.au/sites/default/files/country-commodity-pivot-table-monthly-series.xlsx
https://www.dfat.gov.au/sites/default/files/country-commodity-pivot-table-monthly-series.xlsx

3

Australia is more exposed to a protracted slowdown in China’s economy -
or to frade sanctions against China - than any other ‘advanced’ economy

Exports to China as a pc of total exports

40 1 % of total merchandise exports, 2024

35
30
25
20
15
10
5
0
0035302885353 2°¢
o%c®E 920883805353
2 ® > 030'053_9.>
Q 0, 3 0 g 0 2 =
@] o 9(_).
(@]
Exports to China as a pc of GDP
14 1 % of GDP, 2024
12+
10 A
8_
6_
4 -
2_
O_
— — =
5509220032238 3%&2
Q 2 F50C 0 =% 88§50 9
Q 2 5 ®Q Q230 %5 9
o 3 a Q Q = @
3 Q Q
O.
(0]

Sources: IMF, International Trade in Goods and LSEG Datastream.
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Imports from China as a pc of total imports

% of total merchandise imports, 2024
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Bilateral merchandise trade balances with China
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https://data.imf.org/en/datasets/IMF.STA:ITG

Australia has been one of the biggest beneficiaries of China’s emergence
as the world’s biggest importer of minerals and exporter of manufactures

China’s share of world imports of minerals &
energy, and of world exports of manufactures

Price indexes of Australia’s exports and
imports of goods
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Sources: World Trade Organization, WTO Stats; ABS, Balance of Payments and International Investment Position, Australia, June quarter 2025.



https://timeseries.wto.org/
https://timeseries.wto.org/
https://www.abs.gov.au/statistics/economy/international-trade/balance-payments-and-international-investment-position-australia/latest-release
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Australia’s experience of China’s rapid growth and industrialization has
been very different from that of most other ‘advanced’ economies

Export prices
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Note: The OECD (Organization for Economic Co-operation and Development) comprises 38 (mostly ‘advanced’) economies. The ‘terms of trade’ is the ratio of the implicit
price deflator of exports of goods and services to the implicit price deflator of imports of goods and services.
Sources: ABS, Balance of Payments and International Investment Position, Australia, June quarter 2025; OECD, Data Explorer: Quarterly GDP and components.
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https://www.abs.gov.au/statistics/economy/international-trade/balance-payments-and-international-investment-position-australia/latest-release
https://data-explorer.oecd.org/vis?lc=en&df%5bds%5d=dsDisseminateFinalDMZ&df%5bid%5d=DSD_NAMAIN1%40DF_QNA_EXPENDITURE_NATIO_CURR&df%5bag%5d=OECD.SDD.NAD&dq=Q..AUT..........&lom=LASTNPERIODS&lo=5&to%5bTIME_PERIOD%5d=false
https://www.abs.gov.au/statistics/economy/international-trade/balance-payments-and-international-investment-position-australia/latest-release
https://data-explorer.oecd.org/vis?lc=en&df%5bds%5d=dsDisseminateFinalDMZ&df%5bid%5d=DSD_NAMAIN1%40DF_QNA_EXPENDITURE_NATIO_CURR&df%5bag%5d=OECD.SDD.NAD&dq=Q..AUT..........&lom=LASTNPERIODS&lo=5&to%5bTIME_PERIOD%5d=false

China-induced terms of tfrade gains have boosted Australia’s income by
about 18% this century, and Ausiralia has run trade surpluses with China

Australia’s real gross domestic income (GDI)

Cumuldative bilateral goods trade balances

and gross domestic product (GDP) with China, 2020-2024
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Sources: ABS, Australian National Accounts: National Income, Expenditure and Product, June quarter 2025; International Monetary Fund (IMF), Infernational Trade in Goods. SAUL ESLAKE
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://data.imf.org/en/datasets/IMF.STA:ITG
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Australia has managed to get inflation down more successfully than most
of our peers (in the US, UK, Canada and New Zealand) ...

‘Headline’ inflation ‘Core’ or ‘underlying’ inflation
12 1 % change from year earlier 81 % change from year earlier
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Note: ‘Core’ inflation in the US, UK and Canada is the annual change in the CPI excluding food & energy; ‘underlying’ inflation in Australia is the ‘timmed mean’ and in NZ is SAU L ESLAKE
derived from a statistical model. Sources: US Bureau of Labor Statistics; Statistics Canada; UK Office for National Statistics; ABS; StatsNZ; RBNZ. CORINNA ECONOMIC ADVISORY
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https://www.bls.gov/news.release/cpi.toc.htm
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.rbnz.govt.nz/statistics/series/economic-indicators/prices

... at less cost in terms of economic activity and unemployment

Real per capita gross domestic product Unemployment rates
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g  Sources: US Bureau of Economic Analysis; UK Office for National Statfistics; Statistics Canada; Australian Bureau of Statistics; Statistics NZ; US Bureau of Labor Statistics.



https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/news/gdp-decreases-1-0-percent-in-the-september-2024-quarter/
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/news/gdp-decreases-1-0-percent-in-the-september-2024-quarter/
https://www.bls.gov/news.release/empsit.toc.htm

The RBA raised interest rates by less than its peers in the US, UK, Canada
and NZ - and the Government didn’t run big budget deficits like the US

Monetary policy interest rates -
Australia and comparable countries

Government budget deficits (as pc of GDP) -
Australia and comparable countries
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Sources: US Federal Reserve; Bank of Canada; European Cenftral Bank; Bank of England; Reserve Bank of Austiralia; Reserve Bank of New Zealand; International Monetary SAU L ESLAKE

Fund, Fiscal Monitor, October 2025. Note: ‘government budget deficits’ include state and local governments.
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https://www.federalreserve.gov/releases/h15/
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html
https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate
https://www.rba.gov.au/statistics/tables/xls/a02hist.xlsx?v=2024-05-03-13-26-01
https://www.rbnz.govt.nz/monetary-policy/monetary-policy-decisions
https://www.federalreserve.gov/releases/h15/
https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html
https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate
https://www.rba.gov.au/statistics/tables/xls/a02hist.xlsx?v=2024-05-03-13-26-01
https://www.rbnz.govt.nz/monetary-policy/monetary-policy-decisions
https://www.imf.org/en/Publications/FM/Issues/2024/10/23/fiscal-monitor-october-2024

Household finances have been squeezed more tightly in Australia than in
other comparable countries (although that’s now easing)

Real per capita household disposable income
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https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/releases/ukeconomicaccountsjulytoseptember2024
https://www150.statcan.gc.ca/n1/daily-quotidien/241129/dq241129a-eng.htm?HPA=1&indid=3278-1&indgeo=0
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/experimental/national-accounts-income-saving-assets-and-liabilities-june-2024-quarter/

Australian households are very sensitive to movements in interest rates,
because they have a lot of debt, and most morigages are at floating rates

Mortgage interest rates and interest payments as Household debt-to-income ratios, Australia and
a percentage of household disposable income other comparable countries
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Sources: Reserve Bank of Australia, Household Finances - Selected Ratios and Housing Lending Rates; US Federal Reserve, Financial Accounts of the United States - 7. 1; UK Office SA U L ES LAKE
11 for National Statistics, Quarterly sector accounts; Statistics Canada, Debt service indicators of households; Statistics NZ, National accounts (income, saving, assets, and liabilities).
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https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/e02hist.xlsx?v=2025-06-27-18-21-38
https://www.rba.gov.au/statistics/tables/xls/f06hist.xlsx?v=2025-06-27-18-21-38
https://www.federalreserve.gov/releases/z1/default.htm
https://www.federalreserve.gov/releases/z1/default.htm
https://www.federalreserve.gov/releases/z1/default.htm
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/bulletins/quarterlysectoraccounts/octobertodecember2024
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110006501
https://www.stats.govt.nz/experimental/national-accounts-income-saving-assets-and-liabilities-december-2024-quarter/

Australia has experienced a surge in population (though not as big as
Canada) - but a slump in productivity (in conirast to the US)

Population Labour productivity
] ]2 T = -
2019 =100 1129 2019 =100 us
Canada
110
110 4
108
108 A
N7 106
106 A 104
UK NZ
102 ] ¢
104 A
. ~/\
100 Canada
102 —__—”””, Euro area
/Uro ared 78
]OO T T T T T 96 ; | | | ,
21 22 23 24 25 21 22 23 24 25
Note: Productivity data for the US are for the ‘non-farm business sector’: others are ‘whole-economy’ figures. Sources: US Bureau of Economic Analysis; Eurostat; UK Office for SAU L ESLAKE
12 National Statistics; Statistics Canada; Australian Bureau of Statistics; Statistics NZ; US Bureau of Labor Statistics.
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https://www.bea.gov/data/gdp/gross-domestic-product
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www150.statcan.gc.ca/n1/dai-quo/ssi/homepage/rel-com/theme18-eng.htm
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.stats.govt.nz/
https://www.bea.gov/data/gdp/gross-domestic-product
https://ec.europa.eu/eurostat/web/national-accounts/methodology/european-accounts/productivity-indicators
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/productivityindicativereweightedestimatesuk
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/productivityindicativereweightedestimatesuk
https://www150.statcan.gc.ca/n1/daily-quotidien/241204/dq241204c-eng.htm
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/sep-2024
https://www.stats.govt.nz/information-releases/productivity-statistics-1978-2023/
https://www.bls.gov/news.release/prod2.toc.htm

The squeeze on household finances is starting to ease

|
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Product, June quarter 2025; Westpac, Westpac-MI Consumer Sentiment, November 2025.
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https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/jun-2023
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/consumer-price-index-australia/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release

Private sector spending has picked up in the first half of the year, largely
thanks to household consumption, while public spending growth is easing

Private vs public sector spending Dwelling investment Public spending by type
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SAUL ESLAKE
Source: ABS, Australian National Accounts: Natfional Income, Expenditure and Product, June quarter 2025. CORINNA ECONOMIC ADVISORY
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release

Growth in both employment (‘heads’) and hours worked has slowed this
year, while unemployment has drifted up and vacancies have declined

Employment growth Growth in hours worked Job vacancies
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Note: ‘labour force under-utilization’ is a ‘volume measure’ of the hours which would have been worked by unemployed and under-employed people had those hours SAU L ESLAKE

been offered. Sources: ABS, Labour Force, October 2025, Job Vacancies, August 2025 and Labour Account, Australia, June quarter 2025; National Australia Bank,
Quarterly Business Survey, September quarter 2025; Jobs and Skills Australia, Infernet Vacancy Index; SEEK, Employment & Salary data.
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/labour/jobs/job-vacancies-australia
https://www.abs.gov.au/statistics/labour/labour-accounts/labour-account-australia/sep-2024
https://business.nab.com.au/nab-quarterly-business-survey-june-2023/
https://www.jobsandskills.gov.au/data/internet-vacancy-index
https://www.jobsandskills.gov.au/data/internet-vacancy-index

Although the unemployment rate is still low by historical standards, it
has risen enough for wages growth to have slowed significantly

Wages growth
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/wage-price-index-australia/sep-2024
https://media.graphassets.com/b0eWYMjRle1cqufa7yV9

Inflation rebounded sharply in the September quarter, ruling out a 4" rate
cut at the RBA’'s November Monetary Policy Board meeting

Consumer prices — annual change Monthly ‘CPI indicator’ ‘Discretionary’ vs ‘essential’ items
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In setting monetary policy the RBA needs to be conscious of where its cash
rate is relative to the so-called ‘nevutral’ rate of interest

O The ‘neutral’ rate of interest - sometimes called r* —is Actual RBA cash rate vs model-based

.(con.cepiuglly) ’rh.e interest rak.e gt which monetary policy estimates of the ‘neutral’ cash rate

is neither stimulating nor restraining aggregate demand

— or, again conceptually, the interest rate consistent with
inflation being stable at the central bank’s target rate,
and the economy operating at ‘sustainable full
employment’

O In practice, the ‘neutral’ rate cannot be ‘observed’ but _ \/\

9'%po

Model average

can only be estimated from models based on economic 6 - .
neulral rare

theory and historical data

O The ‘neutral’ rate is typically estimated in ‘real’ terms 5 \\’/ \,N Aﬁ

— which means that in order to determine the nominal J
‘nevutral’ interest rate, the ‘real’ rate must be added to the V\ /
. . . Range of
expected inflation rate (which also cannot be observed estimates
but must be estimated or derived from surveys) i |~
a It's also important to recognize that ‘the’ interest rate
which matters is practice is the interest rate which

borrowers actually pay

— no-one actually pays (or receives) the RBA’s cash rate

— so another key consideration for the RBA in setting the 0 T S S—
cash rate is the difference or ‘spread’ between the cash 90 95 00 05 10 15 20 25
rate and interest rates actually paid by borrowers
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18 Sources: Reserve Bank of Australia, Statement on Monetary Policy, 29t August 2025; LSEG Datastream. CORINNA ECONOMIC ADVISORY
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https://www.rba.gov.au/publications/smp/2025/may/

Narrowing spreads between interest rates paid by borrowers and the RBA
cash rate means the ‘neutral’ cash rate may have risen

RBA cash rate and interest rates paid by small Spread between interest rates actually paid
business and home loan borrowers by borrowers and the RBA cash rate
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19 Sources: Reserve Bank of Australia, Interest Rates and Yields - Money Market — Monthly, Business lending rates and Housing lending rates.



https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-09-12-10-18-59
https://www.rba.gov.au/statistics/tables/xls/f07hist.xlsx?v=2025-11-19-10-29-21
https://www.rba.gov.au/statistics/tables/xls/f06hist.xlsx?v=2025-11-19-10-29-21

The current monetary policy easing cycle has begun with interest rates
and vnemployment both low by historical standards

RBA cash rate during interest rate cycles Unemployment rate during interest rate cycles
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https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-11-12-18-57-49
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-11-12-18-57-49
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-11-12-18-57-49
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https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-11-12-18-57-49
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-11-12-18-57-49
https://www.rba.gov.au/statistics/tables/xls/f01hist.xlsx?v=2025-11-12-18-57-49
https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
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The current monetary policy easing cycle has begun with a lot less ‘spare
capacity’ in the economy than in previous cycles

The ‘output gap’ during interest rate cycles
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https://www.rba.gov.au/publications/smp/2025/nov/economic-conditions.html#2-5-assessment-of-spare-capacity
https://www.rba.gov.au/publications/smp/2025/nov/economic-conditions.html#2-5-assessment-of-spare-capacity
https://news.nab.com.au/news/nab-quarterly-business-survey-q3-2025---conditions-and-confidenc
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A useful way of thinking about what drives of economic growth

GDP

-, employment hours worked GDP

opulation

PP g population g employment g hours worked
: ‘employment average hours labour

population rate’ g worked g productivity

labour force average
: L. unemploy- labour
population x por’rlmpc:’non x (1 - ment rate )+ x  hours X oroductivity
rate worked

* where the participation rate is the labour force as a pc of the total population, not just those aged 15+
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Australia’s population growth rate is now clearly slowing after the post-
Covid surge (and will slow further if anti-immigration sentiment takes hold)

Population growth
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Source: ABS, National, state and territory population, March quarter 2025.
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Composition of population growth
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https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/latest-release
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There may not be much scope, in practice, for further increases the

proportion of Australia’s population who are in employment

Employment-to-population ratio
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Sources: ABS, Labour Force, October 2025.

Employment-to-population ratios by gender
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https://www.abs.gov.au/statistics/labour/employment-and-unemployment/labour-force-australia/latest-release
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Australia’s productivity growth has slumped over the past decade

Labour productivity growth

61 % change from year earlier
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https://www.pc.gov.au/inquiries/current/five-productivity-inquiries/growth-mindset.pdf
https://www.pc.gov.au/inquiries/current/five-productivity-inquiries/growth-mindset.pdf

A decline in business investment after the GFC has almost certainly
contiributed to the slowdown in Australian productivity growth

Business investment

Capital-labour ratio and labour productivity
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26 Sources: ABS, Australian National Accounts: National Income, Expenditure and Product, June quarter 2025, and Australian System of National Accounts, 2024-25.
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Some industries have much higher labour productivity than others

Australian labour productivity (gross value added per hour worked) by industry, 2023-24
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27 Sources: ABS, Australian National Accounts: National Income, Expenditure and Product, December quarter 2024, and Labour Account, Australia, December quarter 2024.



https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/labour-accounts/labour-account-australia/sep-2024

The slide in Australia’s overall productivity growth rate is parily due to a
shift towards intrinsically low labour productivity industries ...

Labour productivity growth in “high-", Shares of total hours worked in “high-",
“medium-" and “low-productivity” industries “medium-" and “low-productivity” industries
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Note: "High-"", "medium-" and "low-productivity” industries are as classified in the previous slide. SAU L ESLAKE

Sources: ABS, Australian National Accounts: National Income, Expenditure and Product, June quarter 2025, and Labour Account, Australia, June quarter 2025.
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/labour-accounts/labour-account-australia/sep-2024

... but also because productivity growth in three of Ausiralia’s more
important industries has actually been negative over long periods of fime

Labour productivity in mining Labour productivity in construction Labour productivity in health care
and social assistance
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https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
https://www.abs.gov.au/statistics/labour/labour-accounts/labour-account-australia/sep-2024

‘Manufacturing fetishism’ is bad for productivity in Ausiralia, because in
Australia manufacturing has below-average productivity

Labour productivity by indusiry - Australia
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Labour productivity by industry - Japan
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30 Statistics, Labor productivity and costs measures - Detailed industries, 2022; Luiss Lab of European Economics, EUKLEMS and Intanprod, 2020.
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https://www.imf.org/en/Publications/WEO/Issues/2024/04/16/world-economic-outlook-april-2024
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-national-income-expenditure-and-product/latest-release
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https://www.bls.gov/productivity/tables/labor-productivity-detailed-industries.xlsx
https://www.bls.gov/productivity/tables/labor-productivity-detailed-industries.xlsx
https://www.bls.gov/productivity/tables/labor-productivity-detailed-industries.xlsx
https://euklems-intanprod-llee.luiss.it/download/
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‘Small business fetishism’ is also bad for productivity, because productivity
in small business is 10% below the average for all businesses

Gross value added per person employed, by

business size, 2023-24
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https://www.abs.gov.au/statistics/industry/industry-overview/australian-industry/latest-release
https://www.abs.gov.au/statistics/industry/industry-overview/australian-industry/latest-release
https://www.abs.gov.au/statistics/industry/technology-and-innovation/innovation-australian-business/latest-release

After two successive surpluses, the Federal budget is going back into
deficit in 2024-25 - with a large contribution from ‘off-budget’ spending

‘Underlying’ cash balance ‘Net investments in financial assets ‘Headline’ cash balance
for policy purposes’
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Sources: Australian Government, 2025-26 Budget Paper No. 1: Budget Strateqy and Outlook, March 2025.
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Australia’s long-term structural budget problem should prompt an ‘adult
conversation’ about how to pay for additional spending - but it hasn’t

‘Underlying’ cash payments and receipts O Federal government spending in the post-Covid era
28  %of GDP appears to have settled at about 1% pc points of
GDP higher than the 1975-2019 average
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(26.5%) Q It's not at all clear that this additional spending can
231 be offset by reductions in other areas of the Budget
— although scrapping the outrageous GST ‘deal’ done at
22 1 the behest of Western Australia would be a good start
o1 | Average 197475 1o 201819 (24.7%) O Neither side of politics appears willing to have an
‘adult conversation’ with the Australian public about
20 N how this additional spending should be paid for
76 81 8 91 9 01 06 11 16 21 26 31 36 — which leaves the ‘default options’ of on-going deficits,
, _ and ‘bracket creep’ pushing up personal income tax
Financial years ended 30™ June
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33 Source: Australian Government, Final Budget Outcome 2024-25; 2025-26 Budget Paper No. 1, Statement 3: Fiscal Strateqgy and Outlook; and Statement 11: Historical
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State and territory governments have been larger deficits in recent years
than the Federal Government, and running up more debt

Cash surpluses or deficits Net debt
2 - % of GDP 30 - % of GDP
'| -
25 -
O / |
-1 4 20
Pl State &
Territory
15 - Governments
3 (including
State & GBEs)
Territory
-4 - Governments 10 -
(including
GBE
5 )
5 _
-6 A
_7 - O I I I I I I I I I I I I I I I I I I I !
10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29
Financial years ended 30™ June Financial years ended 30 June
Sources: Australian Government, 2025-26 Budget Paper No. 1, and 2025-26 State Budget Papers for New South Wales, Victoria, Queensland, South Australia, Western Australia, SAU L ESLAKE
Tasmania, the Northern Territory and the Australian Capital Territory. CORINNA ECONOMIC ADVISORY
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Note: net financial liabilities includes unfunded superannuation liabilities as well as debt. Sources: 2025-26 State Budget Papers for New South Wales, Victoria, Queensland,

South Australia, Western Australia, Tasmania, the Northern Territory and the Australian Capital Territory.
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Important information

This document has been prepared by Saul Eslake on behalf of Corinna Economic Advisory Pty Lid, ABN 165 668 058 69, whose registered office is located at
Level 11, 114 William Street, Melbourne, Victoria 3000 Australia.

This document does not purport to constitute investment advice. It should not be used or interpreted as an invitation or offer to engage in any kind of financial
or other transaction, nor relied upon in order to undertake, or in the course of undertaking, any such transaction.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document
accurately reflect the author’s personal views, including those about any and all financial instruments referred to herein. None of Saul Eslake, Corinna
Economic Advisory Pty Ltd nor Independent Economics however makes any representation as to its accuracy or completeness and the information should not
be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without
notice. Saul Eslake, and Corinna Economic Adyvisory Pty Ltd expressly disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in
connection with the contents of and/or any omissions from this communication except where a Liability is made non-excludable by legislation.

Any opinions expressed herein should not be attributed to any other organization with which Saul Eslake is affiliated.
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CORINNA ECONOMIC ADVISORY
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