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Federal Budget 2017 
Business impacts – Budget at a glance 
 

Coming out of Budget lockup, here’s a snapshot of the Australian Federal Budget 2017.  

 

Economic and fiscal analysis 

This table compares estimated budget outcomes as forecast in MYEFO 2016-17 as against Budget 2017. 

Source: MYEFO 2016-17, Federal Budget papers 2017-18 

The new focus on net operating balance seeks to provide greater transparency in budget reporting by 
distinguishing between capital and recurrent expenditure and reporting the net operating balance alongside 
the underlying cash balance.  A modest surplus in the underlying cash balance of $7.4 billion is predicted for 
the 2020-21 year but there are warnings that nothwithstanding encouraging signs in the global economy, 
important risks remain. 
 

 

Business Tax 
 

 

 

 

Top 5 changes 

1 
Major bank levy  
Banks with liabilities of over $100 million will be subject to an annualised 0.06 per cent levy on licenced entity liabilities, 
excluding certain deposits and hybrid regulatory capital.  The levy will apply from 1 July 2017 and is expected to raise $6.2 
billion over the forward estimates.  

2 
Small business asset write off extended 
The 2015-16 Budget measure to allow small businesses to immediately deduct purchases of eligible assets costing less than 
$20,000 will be extended by 12 months to 30 June 2018. 

3 
Allowing investment in affordable housing through Managed Investment Trusts 
From 1 July 2017, Managed Investment Trusts (MITs) will be able to acquire, construct or redevelop affordable housing (must 
be available for rent for at least 10 years). To qualify, the MIT must derive up to 80 per cent of its assessable income from 
affordable housing (otherwise 30% withholding tax will apply).   

4 Superannuation merger rollover relief extended 
Superannuation funds will welcome the extension of tax relief for merging superannuation funds to 1 July 2020. 

5 
Application of the OECD hybrid mismatch rules to regulatory capital 
Banks will be prevented from franking returns on additional tier 1 capital where those returns are deductible in a foreign 
jurisdiction from 1 January 2018 or six months after Royal Assent.  Transitional rules will apply to grandfather issuances made 
before 8 May 2017, up to the first call date. 

 MYEFO 2016-17 Budget 2017-18 

 2016-17 2017-18 2018-19 2019-20 2016-17 2017-18 2018-19 2019-20 2020-21 

Net operating balance ($b) (37.5) (19.2) (10.6) (1.3) (38.7) (19.8) (10.8) 7.6 17.5 

Underlying cash balance 
($b) 

(36.5) (28.7) (19.7) (10.0) (37.6) (29.4) (21.4) (2.5) 7.4 

GDP growth 2.0 2.75 3.0 3.0 1.75 2.75 3.0 3.0 3.0 

Unemployment rate  5.5 5.5 5.25 5.25 5.75 5.75 5.5 5.5 5.25 

Consumer price index  1.75 2.0 2.5 2.5 2.0 2.0 2.25 2.5 2.5 



 

KPMG’s Tax practice is not licensed to provide financial product advice under the Corporations Act and taxation is only one of the matters that must be 
considered when making a decision on a financial product. You should consider taking advice from an Australian Financial Services Licence holder before 
making a decision on a financial product. 

The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any 
particular individual or entity. It is provided for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as 
advice and is not intended to influence a person in making a decision, including, if applicable, in relation to any financial product or an interest in a financial 
product. Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a 
thorough examination of the particular situation. 

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the 
information or for any loss or damage suffered by persons who use or rely on such information (including for reasons of negligence, negligent 
misstatement or otherwise). 
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KPMG observations 
 

As anticipated, the Government released a “Reducing Pressure on Housing Affordability” package, which 
contains a number of modest measures, with a focus on first home buyers and increasing affordable 
housing stock for low to moderate income tenants, at the expense of foreign investors and investment 
property owners.  There are no changes to negative gearing or reductions to the CGT discount. 

There was nothing further on company tax cuts, but personal taxes will be hit by an increase in Medicare 
levy from 2% to 2.5% from 1 July 2019 to fund the NDIS (which partially offsets the roll off of the 
temporary debt levy). 

Major banks are the big losers in this year’s Budget, with a new bank levy applying at an annualised rate of 
0.06 per cent of liabilities, tax integrity rules for regulatory capital and a number of measures to increase 
banking competition and strengthen accountability.  For non-banks, there is very little in the Budget by way 
of tax measures.
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