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Relief for Voters, an Anchor for Business

As Jim Chalmers hands down the 2026—27 budget this Tuesday, the government's cost-of-living narrative
obscures a harder truth for the SMEs that drive Australia's economy.
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The word "relief" has been doing a lot of heavy lifting in Canberra this week. Treasurer Jim Chalmers has
promised the 2026—27 budget will be his most "responsible" yet — a carefully calibrated package of cost-of-
living support, housing infrastructure spending, and tax reform. But for the engine room of the Australian
economy, the proposed measures look less like a life raft and more like an anchor attached to one already
pulling against the tide.

Small and medium enterprises account for more than 97 per cent of all Australian businesses. They are not a
constituency; they are the economy. When they are under sustained pressure — from elevated interest rates,
surging energy costs, compounding compliance deadlines, and the prospect of new tax rules on trusts and
investment — the consequences ripple outward into household budgets, employment, and community stability.
Tuesday's budget will be judged by how seriously the government takes that reality.

“When the government stimulates demand during an inflation crisis, it hands the Reserve Bank the
excuse — and the obligation — to keep rates higher for longer.”

The Saturday night manoeuvre

Before a single page of the budget is read, the political choreography surrounding it tells its own story. On
Saturday 9 May, the Treasurer's office released a press statement — late, and deliberately so — announcing a $2
billion investment in housing "enabling infrastructure": the roads, water pipes, power connections, and
sewerage systems that developers cite as the primary bottleneck to new supply. The government claims this will

unlock approximately 65,000 new homes.

By Sunday morning, Chalmers was on Weekend Sunrise defending the announcement alongside heavy
speculation — sourced from leaked Treasury modelling — that Tuesday's budget would also include significant
changes to negative gearing and the Capital Gains Tax discount. Political commentators on the program were



blunt: the Saturday evening announcement was a textbook "dump," designed to manage the narrative heading
into a budget week dominated by controversial tax reform.

The numbers are not coincidental. Commonwealth Bank analysts have noted that the projected fiscal savings
from rolling back negative gearing and the CGT discount sit at roughly $2 billion over the forward estimates —
the same figure as the infrastructure commitment. The implicit message: what investors lose, housing supply
gains. Whether that arithmetic holds up in practice is far less certain.

WHAT IS EXPECTED ON TUESDAY NIGHT

e Capital Gains Tax reform: The current 50% CGT discount is expected to be replaced with an inflation indexation
model, with grandfathering for assets purchased before 12 May.

o Negative gearing restrictions: Widely reported to limit or abolish negative gearing for existing investment
properties, retaining it for newly built properties only.

e Trust tax changes: A proposed minimum 30% tax rate on discretionary trust distributions — a direct hit to family
business tax planning structures.

o Instant Asset Write-off: The $20,000 threshold for businesses under $10m turnover expires 30 June 2026.
Renewal has not been confirmed.

e $10.7bn fuel security package: Includes a permanent government-owned fuel reserve of ~1 billion litres and
expanded Minimum Stockholding Obligations.

e Cost-of-living bundle: Approximately $1,500 per household — comprising a $300 energy rebate, income tax cuts
from 1 July, and childcare changes. Not a single lump-sum payment.

The inflationary feedback loop

The fundamental economic tension at the heart of Tuesday's budget is this: the government wants to provide
relief to households while simultaneously declaring fiscal restraint. These goals are not easily reconciled when
inflation sits at 4.6 per cent — well above the Reserve Bank's 2—3 per cent target band — and the cash rate has
just been raised for the third time this year, to 4.35 per cent.

The $1,500 household support package — framed as a bundle of energy credits, tax cuts, and childcare changes
rather than a lump-sum cheque — remains stimulative in aggregate. Regardless of the delivery mechanism,
additional money in consumer pockets during a period of excess demand places further upward pressure on
prices. And when prices rise, the RBA has a single primary lever: interest rates. Business owners currently
servicing variable-rate commercial loans understand this loop acutely.

As CreditorWatch noted in its pre-budget analysis, many Australian SMEs have already shifted their primary
concern away from profitability. Cash flow resilience has become the dominant preoccupation — because even
businesses with strong revenue are being squeezed by delayed payments, rising input costs, and the structural

mismatch between outgoings (wages, super, fuel, energy) and incoming receipts.

“Many businesses are ready to modernise, but they need support that is practical, accessible, and
tied to real productivity gains — not one-off handouts swallowed by inflation.”

The compliance cliff arriving 1 July



What makes this budget particularly consequential is not just what happens on Tuesday night, but what is
legislatively set to hit businesses on 1 July — regardless of the budget outcome. Payday Super becomes
mandatory, requiring employers to make superannuation contributions on every single pay cycle rather than
quarterly. For businesses managing tight cash flow, this is a significant operational change.

Simultaneously, the AML compliance deadline arrives for real estate, legal, and accounting firms — three
sectors that form the backbone of professional services for small and family businesses across the country. Any
firm that has not yet implemented the necessary systems faces regulatory exposure from the first day of the

new financial year.

Against this backdrop, the non-renewal of the $20,000 Instant Asset Write-off — which has not been
confirmed in budget documents — would remove one of the few practical, supply-side incentives available to
businesses considering equipment investment. Its expiry on 30 June would represent the government
withdrawing a tool precisely when it is most needed.

The $30 million question

No analysis of this budget's priorities is complete without examining Foreign Affairs Minister Penny Wong's
confirmation, on 7 May, of $30 million in targeted budget support to assist Fiji in managing its own domestic
fuel crisis. The regional logic is defensible: Pacific stability matters to Australian strategic interests, and fuel
security in the Pacific is a dimension of that equation.

But the optics are difficult to ignore. SMEs across Sydney, Melbourne, and regional Australia have absorbed a
38 per cent rise in energy costs over the government's term. Pump prices remain at record highs. And yet $30
million — the equivalent of bolstering the Instant Asset Write-off, extending energy rebates to small businesses,
or funding practical tech adoption grants — is being directed offshore while domestic operators are told their
relief will come through trickle-down infrastructure spend.

Demand-side approach (current) Supply-side alternative

Consumer stimulus packages SME tax and regulatory relief

Energy rebates and tax cuts increase household spending, but add Reducing compliance burden and extending the Instant Asset

inflationary pressure — prompting further RBA rate rises that Write-off allows businesses to lower costs organically — reducing
hurt business borrowers. CPI without requiring rate intervention.
Broad infrastructure spending Targeted productivity investment

The $2bn housing infrastructure commitment is supply-positive =~ SME technology adoption grants, R&D incentives for smaller
but takes years to flow through to housing costs, offering no near- = firms, and reduced red tape create durable productivity gains that

term relief for business overheads. lower prices without stimulus dependency.



What business actually needs

The prescription is not complicated, even if the politics around it are. Businesses do not need another one-off
handout denominated in energy credits. They need stability, reduced friction, and a government that treats
productivity as a first-order economic objective rather than a talking point.

That means renewing the Instant Asset Write-off and making it a permanent fixture — not an annual political
bargaining chip. It means reducing the compliance burden that falls disproportionately on SMEs that lack the
in-house legal and accounting resources of larger competitors. And it means ensuring that technology adoption

incentives are structured for businesses with twenty employees, not twenty thousand.

A CreditorWatch survey found 40 per cent of SMEs had not adopted any newer technology — Al, data
analytics, or process automation — in the prior twelve months. The barriers were cost, uncertainty about
returns, and lack of expertise. These are tractable problems that targeted, accessible government support can
address. The budget should be the vehicle for that support.

On Tuesday evening, Treasurer Chalmers will stand at the dispatch box and deliver what he calls his most
responsible budget yet. The question for every business owner watching is simpler: responsible to whom? A
budget that prioritises near-term political relief over structural economic resilience is not responsible — it is
expedient. Australia's SMEs, and the households they employ, deserve the harder, more durable version of
fiscal responsibility.
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