Pre-Election Fiscal Outlook
August 2013
On 13 August 2013 the Secretary to the Treasury and the Secretary of the Department of Finance and
Deregulation released the Pre-Election Economic and Fiscal Outlook report (PEFO) to provide updated
information on the Government’s economic and fiscal outlook. The 2013 PEFO updates the estimates
contained in the 2013-14 Budget and the 2 August 2013 Economic Statement (Economic Statement).
Like the Economic Statement, the economic forecasts underpinning the PEFO take into account
information contained in the March quarter national accounts.
The PEFO can be accessed on the Treasury website here.
The Hawker Britton Occasional Paper on the 2 August Economic Statement is available here.
Economic Outlook
The major economic parameters remain unchanged between the PEFO and the Economic Statement,
which provided a revised economic and fiscal outlook following the May Budget.

In the Economic Statement, Australia’s terms of trade were revised down significantly in response to a
weaker outlook for world growth and falling world prices for key commodities. This, along with lower
forecast real GDP growth and a weaker outlook for wage growth, led to a substantial downgrade to
nominal GDP growth over the forward estimates.
The key figures from the PEFO include:





nominal GDP growth is predicted to be 3.75 per cent in 2013-14 and 4.5 per cent in 2014-15;
real GDP growth is expected to be 2.5 per cent in 2013-14, and 3 per cent in 2014-15;
inflation is forecast to be 2.5 per cent in 2013-14 and 2 per cent in 2014-15; and
unemployment is expected to peak at 6.25 per cent for both the 2013-14 and 2014-15 fiscal
years.

The major economic parameters are listed in Table 2.

Fiscal outlook
The PEFO predicts a downgrade in revenue of $33.3 billion over forward estimates. The expected deficit
in 2013-14 is $30.1 billion, and the expected deficit in 2014‑15 is $24 billion. Since the Economic
Statement, parameter and other variations have resulted in an increase to the underlying cash balance
of $2 million in 2013-14.
The PEFO also revises the forecast surplus for 2016-17. The PEFO predicts the surplus will be $4.2 billion,
higher than the $4 billion announced on in the Economic Statement. This revised surplus reflects
updated assumptions of a slightly lower exchange rate, which has an impact on both payments and
receipts. Table 3 below provides a summary of the major budget aggregates.
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Policy decisions taken since the Economic Statement decreased the underlying cash balance by around
$1 million in 2013-14. They include:



funding for Priority Health Initiatives ($266 million over the forward estimates); and
a contribution to the redevelopment of the Royal Victorian Eye and Ear Hospital ($50 million in
2014-15 and in 2015-16).

These decisions have been broadly offset over the forward estimates through the reversal of a number
of decisions previously taken but not yet announced by the Federal government ($331 million over the
four years to 2016-17), and the lower than estimated costs of finalising negotiations on the Better
Schools Plan ($156 million over the four years to 2016-17). Table 4 provides a reconciliation of the
underlying cash balance estimates from the 2103-14 Budget to the 2 August 2013 Economic Statement
and the 2013 PEFO.
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