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Brazil, Russia, India, China:  
Australia’s future fortunes?

There is a flurry of daily news about the drop in share values, but behind the 
headlines perhaps we are seeing a significant shift taking place. If powerful 
new economies are emerging and traditional economies are slowing, how will 
Australia fare? 

We’re all familiar with the message that a combination of Australia’s mineral resources, 
geographic proximity, and China’s need for our coal and iron ore have enabled the Australian 
economy to outperform most of the developed world since the financial crisis of 2008–09. 

There’s no doubt China is the world’s fastest growing major economy, set to overtake the 
USA within 25 years according to various forecasts. At the same time there is no guarantee 
China will play the role of Australia’s economic protector forever. Factors such as China’s 
ageing population as a result of its one child per family policy, a possible medium to long term 
decline in their consumption of Australian iron ore and coal and pressure on the Chinese 
government to relax currency controls — making Chinese exports less competitive — could 
all affect the runaway growth rates of the past decade.

Fortunately, China is not our only significant trading partner among the emerging economies. 

(GDP in trillion)

The World’s Largest Economies 2011
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Australian investors watching the recent market turmoil may feel like 
innocent bystanders caught in the crossfire of the sovereign debt 
battles in the USA and Europe. Our own debt has a AAA rating, so  
how can it be our problem?

The answer lies in one magic word — global. Government or 
sovereign debt tends to involve the world’s big players. With the 
exception of Japan, which services most of its national debt by 
borrowing from its own citizens, most countries issue government 
bonds which are bought by other countries, foreign banks, and 
investment funds. 

The debt web 

China holds over $1.1 trillion, or a third of its foreign exchange holdings in US 
Treasuries or bonds, partly to manage its exchange rate and keep its exports 
competitive. Japan also has a significant stake in US bonds. In Europe, the 
French are owed over $500 billion by Italy, while Spain owes both Germany 
and France over $200 billion. And so it goes on. 

It’s a giant global web, which gives the system strength while it remains in 
balance. But when a major link weakens or even fails, it all threatens to come 
apart. It is this fear which is currently hurting the world markets. 

The worst case scenario is that a country may default on its loans. Or it may 
be de-rated, as Greece was, meaning it has to pay higher interest on its 
borrowings. 

Debt can be reduced by raising taxes, cutting government spending, or both. 
Each requires strong political will. Improved economic growth has a major 
role to play but that is hard to achieve when austerity and fear dominate. And 
a quick fix by manipulating the value of the local currency is not possible for 
countries in the eurozone because they have a common currency.

The debt crisis – not our problem?

September 2011

Australian investors watching 
the recent market turmoil may 
feel like innocent bystanders 

caught in the crossfire of the 
sovereign debt battles in the USA 
and Europe. Our own debt has a 
AAA rating, so how can it be our 
problem?

The answer lies in one magic word 
— global. Government or sovereign 
debt tends to involve the world’s 
big players. Most countries issue 
government bonds which are bought 
by other countries, foreign banks,  
and investment funds. 

The debt web

China holds over $1.1 trillion, or a third 
of its foreign exchange holdings in US 
Treasuries or bonds, partly to manage 
its exchange rate and keep its exports 
competitive. In Europe, the French are 
owed over $500 billion by Italy, while 
Spain owes both Germany and France 
over $200 billion. And so it goes on. 

It’s a giant global web, which gives 
the system strength while it remains 
in balance. But when a major link 
weakens, it all threatens to come 
apart. It is this fear which is currently 
hurting world markets. 

The worst case scenario is that a 
country may default on its loans. Or 
it may be de-rated, as Greece was, 
meaning it has to pay higher interest 
on its borrowings. 

Debt can be reduced by raising  
taxes, cutting government spending, 
or both. Each requires strong political 
will. Improved economic growth has  
a major role to play but that is hard  
to achieve when austerity and  
fear dominate. 

Paying the interest

The rate of interest paid by countries 
on their government-issued bonds 
is influenced by the rating agencies 
which rate each country, and also by 
the market response to new bond 
issues. The highest and best rating, 
AAA, means the borrower country 
pays a lower rate than a AA+ rated 
country, as it is considered to be  
lower risk. 

As the debt builds up in any country, 
so does the interest bill, which then 
reduces the money available for 
schools, hospitals and infrastructure. 
In the USA, the debt burden more  
than doubled from $6 trillion in 2004  
to $14 trillion in 2011. This led to a 
political arm wrestle in early August as 
the US Congress battled over a further 
increase to the debt ceiling, and how 
to pay it back via spending cuts or  
tax increases. 

With Europe already struggling to find 
a solution to the problems of Greece, 
Spain and Italy, the decision by 
Standard & Poor’s to drop their rating 
on the US from AAA to AA+ became 
the specific trigger for the current 
crisis in world markets. The re-rating 
of the US placed more pressure on 
the Euro countries, which had just 
brokered a fragile solution to the debt 
problems of their weakest members. 

But why us?

But where does Australia come into 
this? Let’s go back to that key word, 
‘global’. The web of debt funding is 
built on undertakings to pay back 
what you borrow, and so is the world 
banking system. The fear is this latest 
debt crisis would set off a GFC Mk 2, 

with credit markets frozen again, which 
would affect our banking system and 
its ability to offer credit to businesses 
and households.

Fortunately, the world has reacted 
quickly this time but not always well 
enough to calm the markets. For 
example, the US Federal Reserve Bank 
announced it will keep interest rates 
near zero in order to prevent a credit 
freeze, and the G7 countries and the 
key European players are planning 
rescue packages for the eurozone.

Share market reactions have been 
swift, with steep falls followed by rises, 
then more falls. It may take many years 
for the US and Europe to get their debt 
under control and pay it off so neither 
the world — nor Australia — is out of 
the woods yet.

In Australia’s case, our close economic 
alliance with China will continue to 
shelter us from many of these woes, 
but in the twenty-first century we 
are part of a global market place so 
cannot escape them completely. 

What does ‘sovereign 
debt’ mean? 

In simple terms it refers to 
borrowings by a national 
government against securities 
issued by the Treasury of the 
same government. Unlike personal 
or mortgage loans, there is no 
security or collateral involved, just 
the creditworthiness of a country, 
expressed as a credit rating. 

www.xyz.com.au

For most people the biggest 
financial asset is not the 
family home, a car or money in 

superannuation, but the ability to  
earn an income.

However, for many people it seems this 
penny hasn’t dropped. While 83 per 
cent of Australians have car insurance, 
only 31 per cent of Australians have 
income protection insurance.1 

The average wage earner can expect 
to earn more than $2.6 million during 
their working life,2 but if something 
goes wrong and you have a prolonged 
illness or disability, who will pay the 
mortgage and support your family? 
Even if you have some cover via your 
super plan, will it be sufficient?

Taking cover

Income protection insurance provides 
monthly income if you are unable to 
work due to sickness or injury. It can 
provide continuing payments, indexed 
with inflation, of 75 to 80 per cent 
of pre-disability income, all the way 
to age 65. Luckily, there has never 
been a better time to buy cover, with 
new choices available and improved 
flexibility.  

Even better, the cost of cover has  
fallen significantly with average  
monthly premiums dropping by  
about 15 per cent.3 

Tax advantages

Income protection benefits are  
taxable, but one advantage of having 
income protection outside super is  
that premium payments are tax 
deductible at the insured’s marginal  
tax rate, which is often higher than the 
15 per cent tax on super contributions. 
You can also pre-pay 12 months’  
premiums in advance and bring 
forward the full tax deduction to  
the current financial year.

The cost of cover depends on your 
level of benefits, the maximum benefit 
period, your age, gender, occupation 
and smoking status, the waiting period 
before benefits are paid, and optional 
extras. Waiting periods can be anything 
from 14 days to two years. 

Premiums will vary according to 
the options you choose. Premiums 
increase as you reduce the waiting 
period, for example, or if you are a 
smoker or have poor health at the time 
you take out the policy. However, once 
you are insured, the insurer cannot 

cancel the policy, even if there are 
adverse changes in your health. It is 
always advisable to take out insurance 
when you are healthy, to ensure the 
lowest premiums both now and into  
the future. 

Choosing your options

Income protection is sold on either an 
agreed-value basis, where you set the 
benefit level when you take out the 
policy, or an indemnity basis, where 
the benefit is determined by your gross 
income in either the 12 months or two 
years prior to disability.

If available, agreed value is generally 
preferable where income can vary 
significantly from year to year. 
Indemnity cover may be more  
attractive where income is stable,  
or increases each year.

There are now many options available 
in this vital area of insurance, and if  
you want to discuss them with us, 
please give us a call and we will be 
happy to talk with you.

Caroline’s story

Caroline was an experienced skier. But when a beginner crossed her path, sending her careering into a tree, she 
damaged a disc in her spine and spent six months off work. Because she was not able to perform her usual duties as a 
nurse, Caroline’s income protection policy paid 80 per cent of her income while she was off work. 

With no annual leave after the holiday and only a few sick leave days available, this money helped Caroline pay her rent 
and household bills for six months. It also allowed her to ease back into work part-time, as her policy continued to pay 
her benefits after she returned to work. Once she started back, the insurer paid the difference between her reduced 
part-time pay and her total insured benefit. This gave her the financial breathing space she needed to get back on her 
feet … and her skis.4

1. Lifewise (lifewise.org.au)
2. ABS (abs.gov.au) adult average weekly earnings Feb 2011 

times 40 years
3. Rice Warner Actuaries
4. This policy information was provided by OnePath. Policies 

provide a range of options such as partial disability benefits. 
Specific financial advice should always be sought when taking 
out personal insurance such as income protection insurance.
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Debt can be reduced by raising 
taxes, cutting government spending, 
or both. Each requires strong political 
will. Improved economic growth has 

But where does Australia come into 
this? Let’s go back to that key word, 
‘global’. The web of debt funding is 
built on undertakings to pay back 

with credit markets frozen again, which 
would affect our banking system and 
its ability to offer credit to businesses 
and households.

Fortunately, the world has reacted 
quickly this time but not always well 
enough to calm the markets. For 
example, the US Federal Reserve Bank 
announced it will keep interest rates 
near zero in order to prevent a credit 
freeze, and the G7 countries and the 
key European players are planning 
rescue packages for the eurozone.

Share market reactions have been 
swift, with steep falls followed by rises, 
then more falls. It may take many years 
for the US and Europe to get their debt 
under control and pay it off so neither 
the world — nor Australia — is out of 
the woods yet.

In Australia’s case, our close economic 
alliance with China will continue to 
shelter us from many of these woes, 
but in the twenty-first century we 
are part of a global market place so 
cannot escape them completely. 

What does ‘sovereign 
debt’ mean?

In simple terms it refers to 
borrowings by a national 
government against securities 
issued by the Treasury of the 
same government. Unlike personal 
or mortgage loans, there is no 
security or collateral involved, just 
the creditworthiness of a country, 

We may have come through winter into spring but the economic mood is 
tending towards a ‘glass half empty’ view, weighed down by share market 
volatility and unresolved questions about debt levels and slow growth in  
Europe and the US. 

Despite a fall in consumer confidence in August, the Australian economy is 
still positioned to build on the demand for raw materials from our Asian trading 
partners.

At the same time, even though the recent company reporting season has been 
more good news than bad, the term ‘patchwork economy’ will be heard more 
frequently in coming months. Tourism, higher education and the manufacturing 
sector are all feeling the pinch from our strong dollar. These pressures, and 
rising household savings levels, have constrained consumer spending and that 
looks likely to continue.

While unemployment levels remain around 5 per cent nationally, in recent weeks 
there have been well-publicised layoffs from major manufacturers. Housing 
prices remain subdued but stable, while building approvals are up slightly.

Despite our Asian links, US economic activity remains important. In a welcome 
sign, US consumer spending rebounded in July to record its best figures for five 
months. 

The months ahead might be like early spring — some green shoots in among 
some brown patches.

In this issue:  

The debt crisis, not our problem?

Protecting your income

Saving: the new ‘black’

Spring 2011
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Australian house prices 
are falling. While that is 
clear, opinion is divided 

about the long-term outlook. Are 
we watching a housing bubble 
about to burst or a pause before 
returning to business as usual? 
Or is it something in the middle, a 
so-called soft landing?

Legendary US investor, Jeremy 
Grantham, received widespread 
coverage in the local media for 
his view that Australian residential 
property is a bubble waiting to 
pop. He points out that Australian 
house prices doubled in 8 years 
and quadrupled in 21 years due to a 
prolonged economic boom, a lengthy 
period of low interest rates, record 
levels of migration, government first 
home owner grants, and low levels of 
new housing construction. 

Grantham argues that the true test of 
a bubble is whether a new generation 
of young buyers can afford a first 
home in a capital city at normal 
mortgage rates and home deposit 
conditions.   

Affordable housing

The question of affordability was 
also highlighted by the latest annual 
Demographia International Housing 
Affordability Survey which looked at 
seven countries including the US, 
UK, Canada and China, and rated 
Australia as the least affordable 
country for home buyers. 
Sydney was second only to 
Hong Kong as the least 
affordable city. 

Demographia considers 
housing markets are 
affordable when the 
average home costs 
three times the average 
gross household income 
or less.  
 

median house price in Sydney was 
$500,000 at the end of March while 
the average taxable income is about 
$48,000. The median home price 
across all capital cities was $455,000 
and is lower still in regional markets. 
Even allowing for this, and the fact 
that many homes are bought by 
couples with two incomes, the great 
Australian dream chews up a large 
chunk of the average household’s 
take-home pay.

Robust economy
While international comparisons are 
interesting, they mask important 
differences. 

While housing stress is on the 
increase in Australia, it remains at a 
low level. Westpac, which has the 
biggest share of housing loans,

 

stated that just 0.59 per cent of its 
outstanding home loans were in 
arrears by 90 days or more. 

Australia is also in a strong economic 
position. The resources sector 
continues to boost our national 
coffers, incomes are growing at 6 per 
cent a year, and unemployment, at 
just 4.9 per cent, stands out among 
developed economies as a sign of 
strength.

Signs of a soft landing
There is some evidence that an 
Australian property bubble, if it is 
indeed that, may be deflating gently. 
If that is the case then it reduces the 
chance of a property bust further 
down the track.

According to the RP Data-Rismark 
home value index, Australia’s capital 
city home prices were flat in the year 
to March, down just 0.6 per cent in 
seasonally-adjusted terms. Sydney 
was the best-performing market, 
up 2.1 per cent, while Brisbane and 
Perth were the worst, down 6.8 and 
6.4 per cent respectively.

The slowdown gathered pace in 
the March quarter when capital city 
property values fell 2.1 per cent. 
Outside the capital cities house 
prices fell 1.8 per cent during the 
quarter.

This is bad news for some 
homeowners, especially those who 
entered the market with the help 

of government grants and little 
deposit to act as a buffer against 

falling prices. 

But falling property prices are 
good news for prospective 
home buyers and investors, 
especially now that interest 
rates appear to be close 
to the top of the cycle, 
because it means that 
value should return to the 
market. 
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SKI-ing 

Are you leaving a 
legacy for the next 
generation?
About a million Baby Boomers will 
retire by 2020, the first generation of 
Australians to do so with significant 
personal superannuation. Their 
parents tended to live frugally into 
old age on a combination of savings 
and pensions, and generally owned 
only one sizable asset, the family 
home. But while their parents often 
managed to leave that home to their 
descendants, today’s self-funded 
retirees may find it difficult to leave 
much behind at all unless they take 
time to plan an inter-generational 
wealth strategy.

Baby Boomer retirement 
— the paradox

They’ve had a dream run for most 
of their lives. Ready employment, 
no HECS debt from university 
studies, property values increasing 
exponentially, and until the GFC, 
their compulsory super nest eggs 
were growing too. With all of these 
benefits, according to some critics, 
the Boomers became a self-
indulgent generation of conspicuous 
consumers.  

At the same time, overall life 
expectancy has increased, and the 
costs of living and of aged care have 
soared, meaning more retirement 
dollars are needed for a longer 
period. 

This combination of factors has led 
to speculation that the next Boomer 

trend could be SKI-ing or Spending 
the Kids’ Inheritance, leaving little 
behind for future generations. In 
fact, a recent study indicates that 
some Boomer retirees may have to 
SKI to survive if their superannuation 
savings prove to be inadequate.  

Investing for retirement
How much you need for retirement 
is a complex question, dependent 
on income requirements, future 
lump sum needs, and individual 
risk profiles. The basic position is 
that retirees need either adequate 
superannuation at retirement, or 
access to capital from other  
areas — from the sale of the  
family home or business, or even  
an inheritance. 

Whatever your situation, there are 
some important steps you can take 
to build an effective strategy to leave 
something to the next generation.

Value in the family home
Many home owners believe that it is 
an advantage to pay off the mortgage 
before retirement, allowing them to 
live rent-free when they stop working. 
However, this may not be the best 
solution if you wish to leave a legacy 
for children or grandchildren.

It’s all a matter of tax effectiveness. If 
you are in the top tax bracket, every 
dollar you take from your income to 
pay off your mortgage is taxed at 
46.5 per cent, leaving you 53.5 cents 
in the dollar to clear your mortgage or 
invest. By contrast, superannuation 
contributions paid from pre-tax 
dollars via salary sacrifice are taxed 
at 15 per cent, leaving you with 85 
cents in each dollar to invest. If you 

are mid 40s or above, it may be 
appropriate to salary sacrifice into 
super up to your concessional cap 
rather than maximising your mortgage 
payments. Once you are retired and 
over 60 you can use your tax free 
super to pay off the mortgage, taking 
into account that this will reduce the 
amount of capital you have available 
to fund your ongoing income needs. 
There are a number of important 
considerations and you should always 
seek professional financial advice to 
confirm the preferred course for you.

Investing in retirement
Once you have retired it is important 
to remember that it is not all about 
income, interest, dividends and 
yield. You must also focus on 
investment growth and avoid the 
so-called “yield trap”, the danger of 
chasing higher yields that may not 
have solid foundations and will end 
up weakening your capital base. In 
simple terms, to keep your retirement 
funds in good condition you need 
to balance the need for short-
term income against building and 
maintaining the base for your future 
income.

Building your strategy
Whatever solution suits your 
circumstances, to build a legacy you 
need an effective inter-generational 
investment strategy which should be 
regularly reviewed and rebalanced. 

If you wish to discuss a more effective 
pre- or post- retirement investment 
strategy and more tax-effective estate 
planning to benefit your family, please 
contact us and we would be happy to 
help you assess the options.

SKI-ing 
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Australian dream chews up a large 
chunk of the average household’s 
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As winter looms, it seems little has changed in the last year. If anything 
the Australian economy looks stronger; our dollar trades consistently 
above parity with the US greenback, and interest rates remain stable. 

At the same time, the share market has moved mostly sideways, with 
the ASX 200 index at or below levels of 12 months ago. So why is our 
apparent economic stability not reflected in stronger share prices?

Firstly, the economic impact of the early-year tragedies in Queensland 
and Japan is emerging. Local growth rates have slowed appreciably while 
Japan, a major trading partner, experienced its first March trade deficit for 
31 years. 

Further uncertainty stems from political turmoil in oil-producing countries. 
The US recovery has slowed under the weight of higher petrol prices, 
while the European debt crisis remains unresolved. 

Though Australia’s economy and its prospects remain strong while tied to 
China’s growth, problems remain. The policy responses needed to keep 
wages and inflation in check while boosting those areas that miss out in 
our patchwork economy, are not easy to arrive at. 

In the face of all this, it is not surprising that saving has priority over 
spending, and investors remain cautious while company profits and 
housing prices remain under pressure.

Economic fundamentals are strong, but for the moment investor caution 
is stronger.
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The Economy
The main thrust of the Budget continues 
to be the goal of returning to surplus  
in 2012–13, “on time, as promised”.  
But before that modest surplus of $3.5 
billion (0.2 per cent of the economy) can 
be achieved, there will be some pain. 
This year, 2010–11, the deficit will blow 
out to $49.4 billion, $8.6 billion more 
than predicted in last year’s Budget,  
and in 2011–12 it will still be $22.6 
billion in the red. 

Much of the blow-out is on the back of 
the overhang from the global financial 
crisis and the natural disasters which in 
the last 12 months damaged the 
economies of several states and two 
key trading partners. The impact is 
being felt in a sharp decline in tax 
receipts, down $16 billion in two years.

But even with a deficit of $22.6 billion  
in 2011–12, net debt will only be 7.2 per 
cent of GDP and negligible when 
compared with the US or major 
European economies.

Natural disasters have taken their toll on 
Australia’s economy with annual growth 
falling to 2.25 per cent in 2010–11. But 
the Budget papers expect economic 
growth to reach 4 per cent in 2011–12 
and still be a robust 3.75 per cent in 
2012–13.

On the jobs front, unemployment is 
predicted to be around 4.5 per cent by 
mid 2013 with the creation of a further 
500,000 jobs over the next two years.

The Budget at a glance

Workers for jobs

The feature of this year’s Budget is 
increasing workforce participation. To 
quote the Treasurer: “We believe our 
economy can’t afford to waste a single 
pair of capable hands.” The jobs are 
there already; the pressure is on to find 
the workers.

A centrepiece plan has been announced 
to help industries obtain skilled workers 
and to modernise apprenticeships so 
that more Australians move into the 
workforce.

Under another aspect of this strategy, 
the effective tax rates for single parents 
will be cut by up to 20 cents in the 
dollar; $233 million will be invested in 
support programs to get the long-term 
unemployed back to work; and seniors 
claiming the work bonus can earn an 
extra $125 a week before pensions  
are affected.

Skilled migration will also play a major 
part in bolstering the workforce with 
16,000 places earmarked for regional 
centres.

Tweaking taxation

While the last few budgets have 
delivered income tax cuts, this year’s 
Budget chipped away at some 
provisions, to support low income 
earners and reduce tax breaks  
which some might tag as “middle  
class welfare”.

For eligible workers, the Low Income 
Tax Offset (LITO) has been changed so 
that rather than 50 per cent of the offset 
being paid during the year and the 
balance included in tax refunds, 70 per 
cent will now be paid along the way, 

$1.5 billion in new initiatives were 

announced for mental health

adding $6 a week for somebody earning 
$30,000 a year.

Another change has seen trustees lose the 
capacity to claim the LITO on funds paid from 
trusts to children aged under 18, which 
allowed children to earn $3,333 a year 
untaxed. The measure is expected to yield 
some $740 million.

Similarly the Dependent Spouse Tax Offset  
is being phased out for the under 40s. This 
move should deliver savings of $755 million. 
Family tax benefits have also been reduced, 
with the cut off age for eligible children 
moved from 24 to 21.

Supporting small business

Mindful of how some small businesses are 
doing it tough, particularly in light of the 
strong Australian dollar and the uneven 
economy, a number of financial incentives 
were announced.

Firstly, small businesses are set to benefit 
from the previously announced cut in the 
company tax rate to 28 per cent, effective 
from 2012–13. And to help with cash flow, 
tax instalment payments will be reduced by 
$700 million in 2011–12.

Fringe benefits tax also came under the 
spotlight with the introduction, for all new 
vehicle contracts, of a single rate of 20 per 
cent regardless of how far a car is driven.  
The new single rate is expected to save  
$954 million over five years.

 

The Budget also introduced an immediate 
$5,000 write off on the cost of a new work 
vehicle at a cost of $350 million.

Balancing this is the abolition of the 
Entrepreneurs Tax Offset which allowed  
small businesses with turnovers of less than 
$50,000 to claim a tax offset equal to 25 per 
cent of the income tax payable. 

Boosting mental health

Health is a big winner in this year’s Budget, 
particularly mental health and regional health 
services and infrastructure. $1.5 billion in  
new initiatives were announced for mental 
health, plus new funding for diagnostic 
imaging services and $1.8 billion for regional 
health facilities.

Building infrastructure

The Treasurer stressed the importance of 
infrastructure in his Budget speech, saying 
the Government was investing $36 billion in 
road, railways and ports in addition to the 
National Broadband Network.

The Budget also aims to lessen barriers  
to private investment by reducing the tax 
uncertainty that lengthy and complex projects 
face. This move is specifically aimed at 
encouraging superannuation fund investment 
in infrastructure.

Super adjustments 

Deep in the Budget papers are a number of 
changes to superannuation, some expected, 
some not.

To bring the Budget back into surplus by 2012–13, the 

Government has signalled spending cuts of $22 billion.
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The Federal Budget has delivered little in the way of surprises.  
Against a backdrop of recent media chat about cuts and tough 
budgets, many measures were well publicised in the run-up to 
Treasurer Wayne Swan’s fourth Budget. And, as for toughness, it  
will be reasonably benign in 2011–2012, with many cuts set to take 
effect in following years.

The Budget focus is on increasing workforce participation, development  
of regional areas, and improving mental health services. And returning the 
Budget to surplus by 2012–13.

In the words of the Treasurer, the purpose of this Budget is “to put the 
opportunities that flow from a strong economy within reach of more 
Australians”. We now have a “patchwork economy”, he says; the Budget  
aims to get more people into work “and to train them for more rewarding jobs” 
so that “prosperity reaches more lives in more corners” of the country.

To bring the Budget back into surplus by 2012–13, the Government has 
signalled spending cuts of $22 billion.
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