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Australian Federal Budget 
Final Budget Outcome, 2021/22.
Defi cit:  -$32.0bn, -1.4% of GDP.
Surprise:  $47.9bn less than forecast.

29 September 2022

Budget overview
The Federal government have released the Final Budget Outcome 
document for the 2021/22 financial year.

The Federal budget position improved dramatically during the 
2021/22 financial year, exceeding all expectations. 

The underlying cash deficit came in at -$32.0bn, representing -1.4% 
of GDP.

That was $47.9bn less than forecast in the 2022/23 March Budget.

The deficit narrowed sharply from the record deficit in 2020/21, at 
the onset of the pandemic, of -$134.2bn, -6.5% of GDP.

Receipts for 2021/22 were $27.7bn higher than anticipated.

Payments were $20.1bn lower than expected.

Net debt at June 2022 was $515.6bn, 22.5% of GDP, some $115.8bn 
lower than forecast in the Budget. 

Of note, net debt peaked in 2020/21, at $592.2bn, 28.6% of GDP - 
declining by $76.6bn in 2021/22. Net interest rate payments held 
steady at 0.7% of GDP. 

Gross debt at June 2022 was $895.3bn, 39.0% of GDP, a $10.7bn 
downside surprise. 

As a share of the economy, gross debt declined by 0.5% of GDP, 
down from a peak of 39.5% in 2020/21.

Economic overview
The Australian economy grew at a rapid pace in 2021/22, with 
nominal GDP growth of 11.0% - a fraction above the 10.75% forecast 
in the Budget.

While the Budget forecast of the economy was broadly correct, 
the fiscal numbers - revenue and payments - diverged considerably 
from the official forecasts, as noted above.

Double digit nominal GDP growth is well above par, a result 
significantly boosted by the terms of trade climbing to a record 
high, up 12.1% in the year, on higher global commodity prices. 
Another factor was relatively high inflation more generally.

The mining sector was a major beneficiary, with mining profits up by 
46% in the year.

Output grew by a brisk 3.9% in 2021/22, a fraction below the Budget 
forecast of 4.25%. The strong result was supported by earlier policy 
stimulus and the progressive relaxation of covid restrictions.

Labour market conditions were generally stronger than anticipated 
in the Budget. Employment grew by 3.3% in the year to the June 
quarter 2022, exceeding the forecast of 2.75%. Wages, as measured 
by the Wage Price Index, grew by 2.6% over the year to June, in line 
with the Budget forecast of 2.75%. Total compensation of employees 
increased by 5.6% in the 2021/22 financial year.
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Revenue detail
Revenue for the 2021/22 year came in at $584.4bn, 25.4% of GDP. 

This included $536.6bn in taxation receipts, 23.4% of GDP, a $24.1bn 
upside surprise. The upside surprises was centred on company tax, 
+$14.2bn, and individuals, +$6.8bn. Lower-than-expected utilisation 
of COVID-19 business support measures, such as temporary full 
expensing and loss carry-back, was a factor contributing to the 
higher than expected company tax receipts.

Non-tax receipts totalled $47.8bn, some $3.6bn above expectations.

By way of further detail on tax receipts, in accrual terms they came 
in at $550.4bn for 2021/22. That was an increase of 14.6% on a year 
ago, +$70.2bn. 

Income tax on individuals was $264.6bn, accounting for 63% of total 
tax receipts. That outcome was up 12.3% on a year ago, a rise of 
$28.9bn. 

As to company profits, they were $125.9bn for the year, 30% of the 
total. That was a 27% increase on the year prior, a rise of $26.8bn.

Expenses detail

Payments were $616.3bn in 2021/22, 26.8% of GDP, a downside 
surprise of $20.1bn.

The FBO document cites a number of factors impacting specific 
programs, which together accounted for $11.1bn of lower than 
expected payments - 55% of the downside surprise.

The budget paper cites:
* “programs that provide funding responding to COVID-19 have 
experienced delays or lower-than-estimated demand;
* health-related programs experienced lower-than-estimated 
demand;
* several  programs  were  also  impacted  by  disruptions  to  supply  
chains  and  capacity constraints, resulting in lower-than-estimated 
payments or payment delays;
* other programs also experienced lower-than-estimated take-up; 
and
* the outcome also reflects increases in payments in certain 
programs”.

We note that the stronger than expected labour market will have 
placed downward pressure on social welfare payments, likely 
contributing to the lower than expected payments. Unemployment 
declined to 3.75% in the June quarter, below the Budget forecast 
of 4%, and employment growth was materially stronger (3.3% vs an 
expected 2.75%).

Lock-down and reopening: dramatic budget impact
Conditions have been volatile over the past couple of years, with 
covid related restrictions greatly disrupting activity at times.

This was evident in the 2021/22 financial year, with the opening 
months impacted by the delta lockdowns in the two largest states, 
NSW and Victoria. 

The transition from lockdowns to reopening had a dramatic impact 
upon the fiscal numbers during 2021/22 - the $32.0bn deficit for the 
year as a whole reflected two very different periods.

Over the opening four months of 2021/22, July to October, the 
cumulative budget deficit came in at $43.9bn.

Over the eight months November to June 2022, benefiting from 
the reopening, the budget swung into surplus, to the tune of a 
cumulative $12.0bn.

Between the two periods, the monthly pace of receipts jumped by 
29% ($40.7bn to $52.7bn), while payments stabilised, down -1% 
($51.7bn to $51.2bn).

Recall that in 2018/19, prior to the pandemic, the budget was in 
balance. 

An uncertain outlook
Where to from here remains highly uncertain. 

There is a looming sharp slowdown of the Australian economy 
in response to an aggressive RBA tightening cycle. In addition, 
global commodity prices have retreated from their highs on global 
recession concerns. 

The upcoming Federal Budget on October 25 - the initial budget 
of the newly elected government - will provide an update of official 
forecasts, both economic and fiscal.

Today, Federal Treasurer Chalmers has reportedly stated: “don’t 
expect to see surplus in budget forward years”, adding that “budget 
pressures intensifying, rather than easing”. 

In earlier comments, at a Joint Press conference with the Finance 
Minister on September 20, Treasurer Chalmers highlighted “the 
five big growing areas of spending in the budget, which are 
creating pretty substantial structural concerns. Health, NDIS, aged 
care, defence, and the cost of servicing a trillion dollars in debt, 
all of those costs are growing fast. And that’s a combination of 
the unavoidable and the desirable, and so we do need to have a 
conversation about that”.

Andrew Hanlan, Senior Economist, ph (61–2) 8254 9337
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or completeness of any such material. Although we have made every effort to ensure the information is free from error, none of 
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way. Except where contrary to law, Westpac and its related entities intend by this notice to exclude liability for the information. The 
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either Westpac or Westpac New Zealand Limited (“WNZL”).  Any product or service made available by WNZL does not represent an 
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China, Hong Kong, Singapore and India: This material has been prepared and issued for distribution in Singapore to institutional 
investors, accredited investors and expert investors (as defined in the applicable Singapore laws and regulations) only. Recipients in 
Singapore of this material should contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, 
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This communication is being made only to and is directed at (a) persons who have professional experience in matters relating to 
investments who fall within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) 
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Any person who is not a relevant person should not act or rely upon this communication or any of its contents. In the same way, the 
information contained in this communication is intended for “eligible counterparties” and “professional clients” as defined by the rules of 
the Financial Conduct Authority and is not intended for “retail clients”. With this in mind, Westpac expressly prohibits you from passing on 
the information in this communication to any third party. In particular this communication and, in each case, any copies thereof may not be 
taken, transmitted or distributed, directly or indirectly into any restricted jurisdiction.  This communication is made in compliance with the 
Market Abuse Regulation (Regulation(EU) 596/2014).

Investment Recommendations Disclosure

The material may contain investment recommendations, including information recommending an investment strategy. 
Reasonable steps have been taken to ensure that the material is presented in a clear, accurate and objective manner. Investment 
Recommendations for Financial Instruments covered by MAR are made in compliance with Article 20 MAR.  Westpac does not apply 
MAR Investment Recommendation requirements to Spot Foreign Exchange which is out of scope for MAR.

Unless otherwise indicated, there are no planned updates to this Investment Recommendation at the time of publication.  Westpac 
has no obligation to update, modify or amend this Investment Recommendation or to notify the recipients of this Investment 
Recommendation should any information, including opinion, forecast or estimate set out in this Investment Recommendation change 
or subsequently become inaccurate.

Westpac will from time to time dispose of and acquire financial instruments of companies covered in this Investment Recommendation 
as principal and act as a market maker or liquidity provider in such financial instruments.

Westpac does not have any proprietary positions in equity shares of issuers that are the subject of an investment recommendation.

Westpac may have provided investment banking services to the issuer in the course of the past 12 months.

Westpac does not permit any issuer to see or comment on any investment recommendation prior to its completion and distribution.

Individuals who produce investment recommendations are not permitted to undertake any transactions in any financial instruments or 
derivatives in relation to the issuers covered by the investment recommendations they produce.

Westpac has implemented policies and procedures, which are designed to ensure conflicts of interests are managed consistently and 
appropriately, and to treat clients fairly.  

The following arrangements have been adopted for the avoidance and prevention of conflicts in interests associated with the provision 
of investment recommendations.

I. Chinese Wall/Cell arrangements;

II. physical separation of various Business/Support Units; 

III. Strict and well defined wall/cell crossing procedures;

IV. a “need to know” policy; 

V. documented and well defined procedures for dealing with conflicts of interest; 

VI. reasonable steps by Compliance to ensure that the Chinese Wall/Cell arrangements remain effective and that such arrangements     
 are adequately monitored. 

U.S.: Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the Comptroller 
of the Currency. Westpac is also registered with the US Commodity Futures Trading Commission (“CFTC”) as a Swap Dealer, but is 
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Exchange Act’) and member of the Financial Industry Regulatory Authority (‘FINRA’). This communication is provided for distribution 
to U.S. institutional investors in reliance on the exemption from registration provided by Rule 15a-6 under the Exchange Act and is not 
subject to all of the independence and disclosure standards applicable to debt research reports prepared for retail investors in the 
United States. WCM is the U.S. distributor of this communication and accepts responsibility for the contents of this communication. 
All disclaimers set out with respect to Westpac apply equally to WCM. If you would like to speak to someone regarding any security 
mentioned herein, please contact WCM on +1 212 389 1269. All disclaimers set out with respect to Westpac apply equally to WCM.

Investing in any non-U.S. securities or related financial instruments mentioned in this communication may present certain risks. The 
securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the SEC in the United States. Information 
on such non-U.S. securities or related financial instruments may be limited. Non-U.S. companies may not subject to audit and 
reporting standards and regulatory requirements comparable to those in effect in the United States. The value of any investment or 
income from any securities or related derivative instruments denominated in a currency other than U.S. dollars is subject to exchange 
rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related derivative 
instruments.

The author of this communication is employed by Westpac and is not registered or qualified as a research analyst, representative, or 
associated person under the rules of FINRA, any other U.S. self-regulatory organisation, or the laws, rules or regulations of any State. 
Unless otherwise specifically stated, the views expressed herein are solely those of the author and may differ from the information, views or 
analysis expressed by Westpac and/or its affiliates.
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