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Why it is Highly Unlikely we are 
Headed for Another Depression 

 

If we learnt anything from the recessions of1970s, 1980s and 
1990s, it's that none were pleasant. All saw significant 
business failures, job losses and social trauma.  
 
The short answer is that we are unlikely to slip into 
depression, where the unemployment rate exceeds 20%, and 
this is because we have learnt many things from the mistakes 
of the past.  
 
The Australian economy was vastly different in the late 1920s 
and early 1930s. Indeed, there were three critical factors 
fundamental to the Depression era’s economic reality, that 
are NOT present in our reality today.  
 
During the Great Depression, interest rates were pushed 
higher, banks cut back lending and governments cut 
spending. In today’s terms we would summarise the 
Depression era government response as: 
- tighten monetary policy,  
- induce a credit squeeze and  
- adopt austerity measures.  
 
History shows us that those policies made matters worse and 
extended the misery 

 
What have we learnt?  

 
Interest rates in the Great Depression rose because Australia 
and other nations had fixed exchange rates and to defend the 
currency or to keep the currency at its fixed rate, interest 
rates in Australia had to rise.  

 

 
Fixed exchange rates were based on a system that was 
thought to be stable and would discourage inflation. This 
system simply did not work in a growing world economy.  

Lesson Learnt #1 : Interest Rates 
 
The first lesson was that Australia needed to control its own 
interest rates resulting in the floating of the Australian dollar 
in December 1983. Since then, Australia has been able to set 
short term interest rates according to the needs of the 
economy, rather than the needs of defending the currency.  
 
Unlike the Great Depression, interest rates in Australia have 
fallen to record lows and will remain that way for several 
years. This eases the burden on business borrowers, helps 
them retain employees and will help in preventing an 
economic depression.  
 
As a bonus, the exchange rate has fallen, making our exports 
more competitive and raising our income from foreign 
earnings. Unfortunately this does raise the price on imported 
business equipment 
 

Lesson Learnt #2 : Government spending 
 
During the Great Depression, State governments wielded the 
greatest economic power and on advice from the Bank of 
England they pursued balanced budgets. This saw State 
governments cut spending and this proved disastrous for the 
Australian economy and extended the length of the 
depression.  
 
Today we have the exact opposite. In a matter of weeks, the 
Federal government has committed to spending around $350 
billion to support economic activity.  
 
While these programs are unlikely to prevent a recession, 
they will most likely save us from another Great Depression. 
It is impossible to predict with any level of certainty exactly 
what will unfold. However, in considering the explanations 
above, we can safely adopt a stance of cautious optimism 
regarding our economic recovery. What we do know, is that a 
protracted global recession will make life more difficult for 
Australia and will likely warrant a further policy response 
from government.  
 
Whilst the level of government borrowing will rise 
substantially, the cost of servicing the debt – as a percentage 
of government revenue (approximately 6%) – will be 
comparable to that incurred during the 1990s recession 
(approximately 6%).  
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We can therefore assume, that this level of debt should pose 
no major challenge to our financial management capabilities, 
considering that the Government coped easily, with this level 
of debt repayment in the 1990s. Unlike the current health 
crisis, the debt burden, is NOT unprecedented 

 
Lesson Learnt #3 : Credit 
 
During the Great Depression, the banking sector restricted 
credit to households and businesses. The banks had difficulty 
raising funds to on-lend due to ‘runs’ on some banks as 
depositors scrambled for cash.  
 
Today, Australian banks are stronger. Following the GFC they 
have been required to hold more capital. The banks also have 
access to further, cheap, capital if required.  
 
This time round, banks can be part of the solution rather than 
part of the problem.  
 

Lesson Learnt #4 : Social Assistance 
 
During the Depression there was no Federal government 
unemployment assistance. Any assistance given to the 
unemployed was State based and in today’s prices was 
around 25% of Centrelink unemployment benefits.  
 
The safety net for Australians is far better today than during 
the Great Depression.  
 

Lesson Learnt #5 : Wages 
 
Public service and many private sector wages were cut during 
the Great Depression. While this may have eased immediate 
pressure on government budgets and corporate cash flows, it 
reduced demand in the economy.  
 
Since 1991 wage determination has been at enterprise and 
individual levels. This has allowed far more flexibility within 
the economy and has been credited, in part, with the growth 
in the economy since the 1990s recession 
 

Next Steps - The Covid Economy 
 
The longer the Covid-19 health related issues persist, the 
harder it will become to rebuild the economy. True, 90% of 
the economy may still be at work but the loss of 10% (or 
more) is both significant and serious.  

 

 

 

 

 

 
We do not yet know, how the economies of other countries 
will cope. Will the US go into deep recession? Will China 
rebound? How exactly will Europe, Japan and the rest of Asia 
recover?  
 
The picture painted by the International Monetary Fund 
(IMF) is not rosy. The IMF expect a 3% decline in global 
activity in 2020. This compares with the 0.9% decline that 
occurred after the Global Financial Crisis (GFC) in 2008. The 
better news is that the IMF expects a pickup in 2021.  
 
In the case of a full scale, extended global recession, the 
government may be called upon to take further action. The 
Australian dollar is likely to slide lower, interest rates will be 
lower for longer and the government may extend some of its 
various programs 
 
Source:  Judo Bank SME Economic Report 

ATO Answers Frequently Asked 
Questions for Individuals 

 

As we head toward Tax Season we thought it beneficial to 
provide some of the ATO's answers to FAQs asked by 
individuals. 

 

Working from home 

Question: My employer is encouraging or requiring me to 
work from home. Will I be able to claim a deduction for home 
office expenses? 
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Answer: Yes, if you work from home because of COVID-19 
you may be able to claim a deduction for the additional 
running expenses you incur. These include expenses 
associated with heating, cooling and lighting in the area you 
are working from, phone and internet and other running 
expenses. 

Question: I worked from home before COVID-19 and my work 
pattern has not changed as a result. Am I entitled to claim the 
shortcut rate of 80 cents per work hour for my additional 
running expenses? 

Answer: Yes, the new shortcut method is intended to cover 
all taxpayers working from home 
between 1 March and 30 June 2020, whether the working 
arrangements are a result of COVID-19 or not. 
 
Question: If I use the shortcut method to claim my expenses 
while I work from home, what records do I need to keep? 

Answer: If you are using the shortcut method, you need to 
keep records showing the amount of time you have spent 
working from home. This could be in the form of timesheets, 
rosters, a diary or similar document that sets out the hours 
worked. 
 
Question: If I claim my actual running expenses, what records 
do I need to keep? 

Answer: If you are claiming your actual running expenses, you 
need to retain receipts for expenses along with records 
showing your work-related use. Using myDeductions in the 
ATO app is an easy and convenient way to keep your records 
in one place. 
 
Question: Can I claim for my rent or mortgage and will this 
affect capital gains tax if I sell my house? 

Answer: Occupancy expenses relating to your home – such as 
rent, mortgage interest, property insurance and land taxes – 
will not become deductible merely because you are required 
to temporarily work from home due to COVID-19. 
 

Work-related car expenses 

Question: I claim my car-related expenses using the logbook 
method. Will I need to keep a new logbook for an updated 
representative period of private and business usage during 
COVID-19? 

 

 

 

 

 

 

 

Answer: No, you are not required to keep a new logbook for 
the period in which your travel has been affected by COVID-
19 as long as you account for any variation in the use of the 
car when working out your business kilometres and your 
business use percentage at the end of the income year. 

Medicare levy surcharge 

Question: If I suspend my private health insurance due to 
losing my job and my income for Medicare Levy Surcharge 
(MLS) purposes is above the threshold will I be liable for 
MLS? 

Answer: If you and all of your dependants were not covered 
by an appropriate level of private patient hospital cover, and 
your income for MLS purposes is above a certain threshold, 
you may be required to pay the MLS. The rate of MLS 
depends on your income for MLS purposes. This applies 
unless you (and your dependents if you have them) are 
exempt from paying the Medicare levy. 

Question: If I lose my job and suspend my private health 
insurance part way through the year will I get a partial 
exemption from the Medicare levy surcharge, if my income 
for MLS purposes is above the threshold? 

Answer: If you hold hospital cover but temporarily suspend 
payments for that cover, then you may have to pay the MLS 
to account for the days that you did not hold the appropriate 
private patient hospital cover. This will be determined from 
the information that you provide in your tax return and that 
is supplied to the ATO by your private health insurance 
provider. 
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At home learning expenses 

Question: I am a working parent with school-aged children 
who are learning from home during the COVID-19 crisis. Will I 
be able to claim a deduction for the costs associated with 
setting them up for learning? 

Answer: No, costs relating to your children’s education are 
personal expenses and not deductible. 
 

Buying protective items 

Question: Can I claim a deduction for gloves, face masks, 
sanitiser, anti-bacterial spray that I use at work due to COVID-
19? 

Answer: You may be able to claim a deduction for protective 
items you purchase and use at work. To be deductible both of 
the following must apply: 

• You must have incurred the expense yourself. 

• It must have a sufficient connection with the earning 
of your assessable income, which means   

o you are exposed to the risk of illness or 
injury in the course of carrying out your 
income earning activities 

o the risk is not remote or negligible 

o the protective item is of a kind that 
provides protection from that risk and 
would reasonably be expected to be used in 
the circumstances 

o you use the item in the course of carrying 
out your income earning activities. 

 If your specific employment duties require you to have 
physical contact or be in close proximity to customers or 
clients while carrying out your duties or you are involved in 
cleaning premises, you can claim a deduction for expenditure 
on protective items. 

Examples of this type of work include the: 

• medical industry (such as doctors, nurses, dentists 
and allied health workers) 

• cleaning industry 

• airline industry 

• hairdressing and beautician industry 

• retail, café and restaurant industry. 

 

 

 

 

 

If you work in these industries or occupations, the risk is not 
remote or negligible. 

If you use items for both work-related and private purposes, 
you can only claim a deduction for the portion of the expense 
that relates to your work-related use. 

Residential rental properties 

Question: My tenants are not paying their full rent or have 
temporarily stopped paying rent because their income has 
been adversely affected by COVID-19. Can I still claim 
deductions on my rental property expenses? 

Answer: Yes. If tenants are not meeting their payment 
obligations under the lease agreement due to COVID-19 and 
you continue to incur normal expenses on your property, 
then you will still be able to claim these expenses in your tax 
return. 

Question: I'm considering reducing the rent for tenants 
whose income has been adversely affected by COVID-19 to 
enable them to stay in the property. The tenants are not in 
default of their rent. Will my deduction for rental property 
expenses be reduced because of this? 

Answer: No. If you decide to reduce the rent to enable your 
tenants to remain in the property (thereby maximising your 
rental return in a changed rental market), your deduction for 
rental property expenses will not be reduced. 

Question: If I receive a back payment of rent or an amount of 
insurance for lost rent, is this amount assessable income? 

Answer: Yes. These amounts should be declared as income in 
the tax year in which you receive the amounts. 

Question: If the bank defers loan repayments for a period of 
time as a result of COVID-19, can I continue to claim interest 
on the loan as a deduction? 

Answer: Yes. If interest continues to accumulate on your 
loan, it will be an expense that you have incurred and is 
therefore deductible. Interest remains deductible on the loan 
even if the bank defers the repayments. 

The above represents a small snapshot of the information 
available through not only the ATO but the experienced team 
here at Accountplan. 
 
Source: ato.gov.au 
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Making Sense of Longevity 

 

There may be things we wouldn’t want to know, but some 
like life expectancy would certainly help retirement planning. 

The Australian Treasury’s Retirement Income Review is 
assessing the state of the system and what needs attention. 
But one element over which the government has no control 
is Australians’ increased longevity.  

We’re living longer and that life needs to be financed. Nest 
eggs need to be bigger and/or the Age Pension needs to offer 
a better standard of living than it does now. 

Baby boomers are responsible for a rapidly ageing 
population. By 2055, the number of Australians aged 65 and 
over will have more than doubled, according to the 
Department of the Treasury. 

And the Australian Government Actuary (AGA) tells us that if 
you are a 65-year-old male today, you can expect to live to 
84.9; if you are a 65-year-old female, you can expect to live to 
87.6. That’s another 19.9 years for a 65-year-old man today 
and another 22.6 years for a 65-year-old woman. 

Extended projections do not end there. The AGA says that 
half of today’s 65-year-old males will live to at least 88 and 
half of today’s 65-year-old women to 90. And the longer we 
live, the longer we can expect to live. For example, a 90-year-
old male today can, on average, expect to live to 94, and a 
female to 95. 

Increased longevity can be attributed to medical advances, 
better healthcare and medicines, and improved education 
about our health. This means that we can lead more active 
and engaged lives for longer, assuming reasonable health. 

But this is where the good news becomes concerning for 
some. 

Australians have a record $2.7 trillion in superannuation. The 
Australian Prudential Regulation Authority (APRA) says 
superannuation funds paid out $76 billion in retirement 
benefits in the 2019 financial year compared to only $50 
billion in 2013. And as retiree numbers continue to increase, 
this growth rate is likely to continue. 
 

Retirement trap No.1 
Many older Australians face the prospect of outliving their 
retirement savings but still find planning for the cost of aged 
care an unpopular pastime. 

The difficulty in gauging our life expectancy is complicated by 
the fact that many financial advisers and planners are using 
longevity tables – actuarial measures that assess the financial 
risks of a long life – that should be amended to better reflect 
our longer lives. 

 

 

Actuaries Institute (AuI) fellow Jim Hennington says the 
tables are used as the foundation for a lot of financial advice 
software, but recent research shows they too often use 
the average life expectancy as the basis for their modelling. 

“Using averages masks a lot of the risks that real retirees 
face, and a lot of retirees are rightly anxious about outliving 
their savings,” he says. 

“And about a third of retirees, once they hit 80 years old, do 
outlive their savings.” 

Mr Hennington says the models used to work out how much 
money retirees can afford to spend should set their age 
expectations much higher. 

He says a healthy couple made up of a 65-year-old man and a 
62-year-old woman would need to assume the couple will 
live to the age of 100 – 16 years longer than most current 
models – to give them an 80 per cent chance of having 
enough savings. 

Retirement trap No.2 

"The Silver Tsunami"  a co-authored paper between the 
Macquarie & Monash Business Schools examined retirees’ 
funding and spending, and the interaction between health 
status and financial planning for retirement. 

The paper says uncertainty drives retirees to seek protection 
from various risks, such as investment and longevity risks, but 
that a widespread fear of missing out (FOMO) “substantially 
reduces retirees’ desire for risk protection”. 

“Retirees greatly value leisure and actively maintain their 
health, but often miss opportunities to financially plan for 
future health and aged care needs. 

“In addition to ‘essential’ household expenses, lifestyle 
expenditures form a critical part of the household budget. 
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“The transition from work to retirement means retirees have 
more time to participate in other activities but lose wage 
income. The transition often leads to changes in expenditures 
and trade-offs. Some participants were concerned about the 
changes they needed to make to reduce spending when they 
retired.” 

Further, it claims " many retirees believed prevention was 
more important than allocating resources for health-related 
needs in later years". 

“Rather than keep money aside for changes in health or 
independence, they feel the need to focus on maintaining 
their health and vitality while they can. Instead of planning 
ahead for increased health costs, participants focus on an 
active lifestyle and healthy foods to maintain health.” 

And while that philosophy is sound, it still leaves many 
retirees anxious that they will run out of money. 

The Silver Tsunami paper found most participants 
acknowledged that they needed to stretch income because of 
concerns about how long they would live, but had difficulty 
calculating safe spending. 

“Participants expect health spending to increase as 
retirement progresses but total spending to remain constant. 
Rather than plan for increased healthcare costs that result 
from frailty and infirmity in later retirement, participants 
would reduce other expenditures to meet increased 
healthcare expenses.” 

The challenge for the government and for the individual is 
how to offset a reliance on government support and convert 
retirement savings into an adequate and sustainable income. 
It is an ongoing challenge. 

 Are you guilty of underestimating your life expectancy? If 
you have any doubt why not arrange an introduction to our 
very own Senior Financial Planner, Dion Richardson. It's as 
easy as calling the office on 07 3883 8999 

 
 

 
Team Milestones 

 

Jodie Fletcher, celebrated an incredible 20 years with 
Accountplan on the 2nd of May. Rumour has it that Jodie 

must have started with us as a 12 year old.........😁. 
 
All jokes aside Jodie started with us straight out of Uni and 
has worked her way from a reception role all the way to the 
current day where she is an incredibly valuable and senior 
member of our accounting team.   
 
Congratulations Jodie !! 
 

 
 
Ramona Onciu, joins our accounting team mid-June. Ramona 
has over 6 years accounting experience having worked in a 
similarly sized firm on the other side of Brisbane. Welcome to 
the team Ramona. 

 
 
 

07 3883 8999 
reception@accountplan.com.au 

58 Klingner Rd Redclffe Qld 4020 www.accountplan.com.au 
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