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Fiscal Strategy For Budget 2020

24th February 2020



We see three interrelated challenges for the fiscal strategy:

1. Prioritising Budget 2020 operating spending to fit within allowances

2. Setting allowances across Budgets 2021 to 2023 to allow management of 

future pressures

3. Ensuring the spending path set through the next four Budgets is sustainable 

in the long-run

These challenges are considered on the following three slides

Challenges for the fiscal strategy
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3rd challenge: long-run sustainability
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…and will require greater spending restraint in the long-run.

We can test alternative paths to fiscal sustainability using the Fiscal Strategy Model.
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These policy settings result in key fiscal 

variables following a trajectory broadly 

consistent with your long-term objectives

As an example: 

Increasing 

operating 

allowances to 

$3.4bn for each of 

the next four 

Budgets…

…using HYEFU forecasts 

and assumptions, implies 

the operating allowance in 

Budget 2024 would need 

to be reduced to $2.2 

billion to maintain long-run 

sustainability

Key assumptions:

– Based on HYEFU 2019 forecasts.

– No increases to the MYCA in the forecast period.

– No fiscal drag from 2023/24.

– Capital allowance of $6.6 billion per annum from Budget 2024

– Allowances grow at 4.2% per annum
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