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	Overview
Australia’s balance sheet is stronger than projected in the 2021 Intergenerational Report (IGR). This reflects improvements in the near‑term fiscal position, driven by a faster‑than‑expected recovery from COVID‑19, disciplined fiscal policy and decisions to direct the majority of tax upgrades to budget repair.
Australian Government gross debt‑to‑GDP is high by historical standards and long‑term spending pressures are growing, but Australia has a strong balance sheet compared to most major advanced economies. A strong balance sheet positions governments to respond to long‑term challenges and economic downturns and invest for future growth. 
The Government is leveraging balance sheet investments to build a more productive economy, alleviate supply constraints and fund key government priorities including the net zero transformation. 
Over the next 40 years, total assets are projected to gradually decrease as a share of the economy as Australian Government Future Fund assets are anticipated to be drawn down to meet government employee superannuation payments. 
Australia has few significant liabilities outside of Australian Government Securities (AGS). Total liabilities as a share of the economy are projected to decrease until 2050–51, before increasing – following the growth profile of AGS. 




The Australian Government balance sheet
The government’s balance sheet sets out public assets and liabilities.[footnoteRef:2] Assets include investments such as the Future Fund, other government investment funds, and government‑financed investment vehicles. Liabilities include debt in the form of AGS, and the government’s superannuation liability. [2:  	Assets are monetary and non‑monetary resources that an entity owns. Liabilities are present obligations arising from past events that are expected to result in financial outflows. Liabilities represent the financial obligations of government.] 

While Australian Government gross debt‑to‑GDP is high by historical standards, Australia’s balance sheet is stronger than projected in the 2021 IGR with gross debt‑to‑GDP lower across the projection period as outlined in Chapter 6. This reflects improvements in the near‑term fiscal position, driven by a faster‑than‑expected recovery from COVID‑19, disciplined fiscal policy and decisions to direct the majority of tax upgrades to budget repair. However, rising spending pressures are projected to weigh on the budget over the long‑term.
Over the next 40 years, total assets are projected to gradually decrease as a share of the economy (Chart 9.1), largely reflecting a projected reduction in the value of the Future Fund due to anticipated drawdowns. Total liabilities as a share of the economy are projected to decrease until 2050–51 before increasing to 39.8 per cent of gross domestic product (GDP) in 2062–63. The reduction in liabilities over the next three decades is driven by the reduction in debt‑to‑GDP. 

[bookmark: _Ref138239720]Total assets and liabilities
[image: This line chart shows projections of total assets and liabilities. Total liabilities as a per cent of GDP are projected to decrease over much of the projection period, falling to from 52 per cent of GDP in 2021-22 to 32 per cent of GDP by 2052-53 before increasing to 40 per cent of GDP by 2062-63. Total assets are projected to decrease from 30 per cent of GDP in 2022-23 to 25 per cent of GDP in 2062-63.]
Source: Treasury.

Net financial worth improves in the medium term
Net financial worth is expected to be ‑29.5 per cent of GDP in 2022–23.[footnoteRef:3] This is projected to improve to ‑14.5 per cent of GDP in 2048–49. It will then deteriorate to ‑24.5 per cent of GDP by 2062–63, as debt increases again as a share of the economy (Chart 9.2). [3:  	Net financial worth is a measure of the strength of the Government’s balance sheet. It is equal to the value of financial assets minus the value of liabilities. A negative net financial worth means that a government holds more liabilities than financial assets.] 


[bookmark: _Ref131067265]Net financial worth
[image: This line chart shows net financial worth as a share of GDP over the projection period. Net financial worth is projected to decline to -31.3 per cent of GDP in 2024-25 before improving  to -12.8 per cent of GDP in 2049-50. It then deteriorates to -20.9 per cent of GDP by 2062-63.]
Source: Treasury.



Major liabilities decrease as a share of the economy 
Total liabilities are projected to decrease from 51.5 per cent of GDP in 2022–23 to 32.2 per cent of GDP in 2050–51 before increasing in the longer term, reflecting the growth profile of AGS (Chart 9.3) outlined in Chapter 6. 
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[bookmark: _1749554013][image: This stacked chart shows the main components of projected total liabilities. Australian Government Securities are expected to represent 65.5 per cent of total liabilities in 2022-23, increasing to 79.2 per cent by 2062-63, while the share of the superannuation liability reduces. Other borrowing, provisions and payables represent around 10.5 per cent of total liabilities by 2062-63.]
Note: Other borrowing, provisions and payables include a range of categories such as other employee liabilities, provisions (including subsidies), lease liabilities and loans.
Source: Treasury.



Government employee superannuation liability
The Government’s employee superannuation liability arises from government defined benefit superannuation schemes. A defined benefit scheme commits governments to pay eligible beneficiaries an annual pension on retirement. These were once the predominant form of superannuation for public servants and military personnel. Almost all the defined benefit schemes are now closed to new members. New employees enter accumulation schemes that match assets and liabilities. 
It is projected that the superannuation liability will fall as a percentage of GDP over the next 40 years, from 10.8 per cent of GDP in 2022–23 to 3.5 per cent of GDP by 2062–63 (Chart 9.4). This is primarily due to the closure of most defined benefit superannuation schemes. 

[bookmark: _Ref131067303]Superannuation liability
[image: This line chart shows that the superannuation liability is projected to fall over the projection period, from 10.8 per cent of GDP in 2022-23 to 3.5 per cent in 2062-63.]
Source: Australian Government Actuary and Treasury.



Major assets are projected to decrease
The Government’s assets are projected to decrease from 30.0 per cent of GDP in 2022–23 to 25.0 per cent of GDP in 2062–63 (Chart 9.5). This largely reflects a projected reduction in the value of the Future Fund due to anticipated drawdowns.
Other significant government assets include student loan receivables, government‑operated business and investment entities, infrastructure investments and other government investment funds. 

[bookmark: _Ref131067330]Components of total assets 
[image: This stacked chart shows the components of total assets over the projection period. Financial assets are projected to decrease from 22 per cent of GDP in 2022-23 to 15.3 per cent of GDP in 2062-63. Non-financial assets are projected to increase from 8.0 per cent of GDP in 2022-23 to 9.7 per cent of GDP in 2062-63.]
Source: Treasury.



Financial assets
Financial assets include investments on which the government aims to earn a financial return in the form of interest, dividends or capital gains. These investments may be held for liquidity management reasons or for policy purposes. 
Liquidity management investments include term deposits held by the government with the Reserve Bank of Australia and investments through government investment funds, including the Future Fund (Chart 9.6). Policy‑purpose investments include the Clean Energy Finance Corporation (CEFC) and the National Reconstruction Fund.
Financial assets are projected to decline from 22.0 per cent of GDP in 2022–23 to 15.3 per cent of GDP in 2062–63. This reflects the projected reduction in the value of the Future Fund due to anticipated drawdowns.

[bookmark: _Ref138239891]Components of financial assets
 [image: This stacked chart shows the composition of financial assets over the projection period. The value of the Future Fund is expected to decrease over much of the IGR period, falling from 8.0 per cent of GDP in 2022-23 to 2.3 per cent of GDP in 2062-63. HELP remains stable at around  2.1 per cent of GDP. CEFC and other financial assets remain fairly stable, reaching 0.2 and 10.6 per cent of GDP by 2062-63 respectively.]
Note: CEFC assets only include the general portfolio. Other CEFC investments, including Rewiring the Nation, are included in “other”.
Source: Treasury.

Government investment funds
A large component of financial assets is government‑owned investment funds. There are currently six government investment funds:
Future Fund
Medical Research Future Fund
DisabilityCare Australia Fund
Aboriginal and Torres Strait Islander Land and Sea Future Fund
Future Drought Fund, and
Disaster Ready Fund. 
As at 31 March 2023, the Future Fund was valued at $202.8 billion and delivered a 10‑year return of 9.1 per cent per year, exceeding the investment target of 6.8 per cent per year. 
The projected value of the Future Fund is based on an assumption of when drawdowns commence. The Government has not announced when drawdowns from the Future Fund will commence.
Consistent with previous intergenerational reports, this IGR assumes that Future Fund drawdowns will begin when the opening balance of the Future Fund is projected to reach the projected value of the public sector superannuation liability.[footnoteRef:4] [4:  	This simplifying assumption is not equivalent to drawing down the fund when it reaches the Target Asset Level (TAL) estimated by the designated Future Fund Actuary. The TAL can differ from the assumption in this report due to differences in actuarial judgment on assumed economic parameters, rates of return and discount rates.] 

Government investment vehicles
Government investment vehicles provide loans, guarantees and equity injections to private entities. Government investment vehicles partner with the private sector to unlock private investment for projects that deliver public value and a financial return to taxpayers. Government co‑investment can reduce risk for investors in early‑stage projects and provide certain, often concessional, long‑term capital.
Current government investment vehicles include Export Finance Australia, Northern Australia Infrastructure Facility, the CEFC and the National Reconstruction Fund.
Higher Education Loan Program
The Higher Education Loan Program (HELP) is an income‑contingent loan program that assists eligible higher and vocational education students with the cost of their student contribution amounts and tuition fees. 
HELP loans (including Higher Education Contribution Scheme‑HELP (HECS‑HELP), FEE‑HELP, Overseas‑HELP (OS‑HELP), Student Services and Amenities Fee‑HELP (SA‑HELP) and Vocational Education and Training (VET) Student Loans) represent a financial asset on the Government’s balance sheet as they are expected to be repaid by students in the future. 
Students are only required to make repayments of HELP loans if their incomes exceed repayment thresholds. In the long run, around 12 per cent of HELP debt issued is not expected to be repaid.
As at 30 June 2023, the fair value of HELP is estimated to be $51.4 billion. HELP loans are projected to remain approximately 2 per cent of GDP across the projection period. 
Non‑financial assets 
Non‑financial assets include assets such as property, plant and equipment. The largest component of non‑financial assets is defence acquisitions, which are included in the overall funding for defence (Chapter 7). 
Non‑financial assets are projected to increase from 8.0 per cent of GDP in 2022–‍23 to 9.7 per cent of GDP in 2062–63, as purchases of non‑financial assets exceed sales and depreciations.
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