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Economic outlook




Victoria’s economy continues to grow despite
cost-of-living pressures and elevated interest rates

REAL ECONOMIC GROWTH, ACTUAL AND FORECAST, VICTORIA AND AUSTRALIA
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Victoria’s economic outlook remains strong

Victorian economic forecasts (@)

2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
actual forecast forecast forecast projection  projection
Realgross state product 1.5 2.00 2.50 2.75 2.75 2.75
Employment 34 2.50 0.50 150 175 1.75
Unemployment rate ® 40 450 4.75 475 4.75 4.75
Consumer price index (©) 40 2.50 275 275 250 250
Wage price index @) 3.6 325 3.25 325 3.25 3.25
Population ) 24 1.70 1.70 1.70 1.70 1.70
Sources:Australian Bureau of Statistics;Department of Treasury and Finance
Notes:
(a) Percentage change in year -average terms compared with the previous year, except for the unemployment rate (see note (b)) and population (see note (e)). Forecasts are rounded to the nearest
0.25 percentage points, except for population (see note (e)). The key assumptions underlying the economic forecasts include Int erest rates that broadly follow market economists’ expectations;

an Australian dollar trade - weighted index of 59.6; and oil prices that follow the path suggested by oil futures.
(b)  Year average.
(c) Melbourne consumer price index.
(d)  Wage price index, Victoria (based on total hourly rates of pay, excluding bonuses).
(e) Percentage change over the year to 30 June. Forecasts are rounded to the nearest 0.1 percentage point.




Unemployment remains low compared to the long-
term pre-pandemic average

Victorian unemployment
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The share of Victorians in work remains at historically
high levels

Victorian participation rate and employment-to-population ratio
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Growth 1n business investment 1s broad-based, with
digitisation projects accelerating rapidly

Components of business investment in Victoria
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After severalyears of high inflation, wages are
forecast to grow faster than prices over the next 5
years

Melbourne Consumer Price Index (CPI) and Wage Price Index (per cent)
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Being realistic about the challenges — risks to
Victoria’s economic outlook are elevated

 Highly uncertain globalbackdrop.

« Exposure to higher US tariffs on
Australian goods is low — but high
uncertainty remains.

e Strong economy and labour market
support Victoria’s resilience to global
uncertainty

* Exchange rate and monetary policy
canalsoactbuffer against external
shocks

Economic Policy Uncertainty Index*™
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Fiscaloutlook
and strategy
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Delivering on our fiscalstrategy

Five -step fiscal strategy:

» Step 1: Creating jobs, reducing unemployment and restoring economic growth
Step 2: Returning to an operating cash surplus

Step 3: Returning to operating surpluses

Step 4. Stabilising net debt levels as a proportion of GSP

Step 5: Reducing net debt as a proportion of GSP

Unit of 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29

measure actual revised budget estimate estimate estimate
Net result from transactions $ billion (4.2) (3.4) 0.6 1.9 24 1.5
Net cash flows from operating activities $ billion 2.6 0.6 6.2 7.9 6.6 5.8
Government infrastructure investment $ billion 24.2 23.8 21.3 18.8 15.9 15.6
Net debt $ billion 133.2 155.5 167.6 177.4 185.2 194.0
Net debt to GSP per cent 22.0 24.5 25.1 25.2 25.0 24 .9

Source: Department of Treasury and Finance




Debt reduction strategy

Annualnet debt to GSP growth
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Asustainable infrastructure pipeline

Government infrastructure investment (GII)

Average GI[2025-26 to 2028-29
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Supporting business growth through tax reform

Abolition of business insurance

duty

Gradualabolition over
10 years from 2024 to
2034.

Saves businesses around
$830 million in first five
years.

Reduces economic
distortions from under-
mmsurance which cost the
Victorian economy more
than $100 million a year.

Payrolltax relief

The lowest regional
payrolltax rate in the
country —at just 12125 per
cent —saving regional
businesses $2.5 billion
over the next four years.

The payroll tax-free
threshold increased to
$900 000 from 1July
2024 and willincrease to
$ Imillion from 1July 2025.

Around 6 000 businesses
will stop paying payroll
taxand 26 000 will save
up to $14 550 a year.

Commercialand industrial property
tax reform

Stamp duty on commercial
and industrial property is
being progressively abolished
from 1July 2024 and replaced
with a more efficient
commercialand industrial
property tax.

3700 properties are already
exempt from stamp duty
upon their next sale.

Businesses willpay
$457 million less stamp duty
over the next four years.

This reform is expected to add
12600 jobs and benefit
Victoria’s economy by up to
$50 billion over the next 40
years in cumulative net
present value terms.




Independent Review of the Victorian Public Service

Led by Helen Silver AO
Reduce inefficient spending and focus on key priorities.
Frontline workers and the capitalprogram out ofscope.

2025-26 Budget includes savings decisions consistent with the objectives ofthe
Silver Review.

FinalReport to Government by 30 June 2025 willinclude a broader set of reform
opportunities:

— public bodies/entity reform

— structure and size of the public service

— other major reforms




Financialmanagement reform

« Ensuring the Financial Management Act remains fit for purpose for the more diverse and agile needs
of a fast -evolving public sector.

« Enhancing Victoria’s already strong transparency and accountability for performance and resource
allocation.

* Progress to date includes:
« amendments to legislation to clarify public body heads and CFO responsibilities
* review practices to ensure they remain contemporary for a fast -evolving sector
« greater transparency and accountability disclosure of the Treasurer's Advance and contingencies.




Budget initiatives
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This Budget
delivers
$2.3 billion
in cost of
living help

$320 million to make public transport free
for kids every day,and for seniors every
weekend across our state

$18 million to enable pharmacists to treat
more Victorians and more conditions,
saving them the money and time ofa GP
visit

$50 million to deliver a new $100 Power
Saving Bonus for Victorians who need it
most

$859 million to continue Free Kinder,saving
families up to $2600 a year— per child — on
fees

$152 million to increase support for families
to pay forcamps,sports and excursions

$18 million to deliver more than 65000 Get
Active Kids vouchers from 2025-26,helping
even more families with the costs ofkids’
sport

$18 million in food reliefto support those
doing it toughest

Almost $900 million in further new cost of
living relief.

At the same time,we’re delivering even more
ofthe frontline services that matter to

Victorians:

4 An extra $1L1billion to make sure
Victorians can rely on great healthcare

4 $727 million to switch on the Metro
Tunnel,delivering more services for the
Sunbury,Cranbourne and Pakenham
Lines

4 $99 million to deliver even more train
services across the network

4 $976 million totalinvestment in 2025-26
to fix and resurface our roads

4 $4.1billion for the new Sunshine Station
Transport Superhub

4 $2.7billion to give our kids a great
education,including building new
classrooms and supporting our teachers

4 $16 billion to strengthen our justice

system and keep communities sa fe,
including $727 million to back in our new
tough baillaws.
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Economic Growth Statement

The Economic Growth Statement lays out the Government’s plan to build Victoria’s
economy by fostering innovation,attracting investment and growing jobs.

This Budget delivers $240 million to fund the Statement — in full.

The Economic Growth Statement is underpinned by four key actions:

. Open doors:Backing business to invest,expand and innovate.

2. Cutredtape:Making it simpler to do business in Victoria.

3. Build new skills: Ensuring we have a skilled workforce ready to go.
4

. Reach every community: Astrong Victoria underpinned by a strong regional
Victoria.




The Early Intervention and Investment Framework
continues to improve lives and reduce downstream
costs to government

The 2025-26 Budget delivers: 1 in 20 Victorians directly benefit

$0.6-1.0 billion ofexpected financialand economic benefits over from ElIF programs

the next decade: Improved client Reduced

» improved client outcomes including health and wellbeing, outcomes service use
better family function,stable housing /\
+ avoided costs to the Victorian Government from reduced o housing v @

health services

need for hospitals,corrections and child protection mental
eEducation

NS

Police \
courts b

 othereconomic benefits including increased earnings and
reduced social security payments

corrections
and
Youth Justice

Employment
and skills

$714 million in funding over five years that willsupport almost

400 000 clients and create capacity for further investment
Human o

services 1}“\
@

Wellbeing

QM

32 initiatives across education,justice,health and human
services




Thank you

Chris Barrett | Secretary
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