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In 1984, Milton Friedman reminded us that “there is
nothing so permanent as a temporary Government
program”. And so it has come to pass that the Future
Fund, which was envisaged to have a finite life, is now
seeking immortality.

The Future Fund is an uniquely Australian creation.
Often — and arguably erroneously — described as

a sovereign wealth fund, it has been given near-
mythical credence. Its board is not comprised of mere
directors but rather ‘Guardians’. The Future Fund’s
existence has attained such an exalted economic
status in Australia that despite its recent questionable
economic contribution, it has spawned several new
‘children of Future Fund’ established at the Common-
wealth and State levels.

Approaching 18 years of age, however, it is now time
to consider the future of the Future Funds because as
Nobel laureate Paul Samuelson once quipped: “When

the facts change, I change my mind”. And when it
comes to the Future Fund, the facts have changed
significantly since it was established in 2006. The
economic case for its continuing existence has since
eroded.

In Australia’s current economic straits, the most
economically responsible action for a government to
take is to liquidate, in an orderly manner, the holdings
of the Future Funds and pay down debt. With every
additional dollar of Commonwealth debt accumulated
and every interest rate increase, the case for clos-

ing and retiring the Future Funds becomes ever more
compelling.

Importantly also, once all Future Fund investments
have been liquidated, the Future Fund entity should be
permanently shut down to reduce the political incen-
tives for the establishment of ‘grandchildren of Future
Fund'.

About the Future Fund

Strategy and policy are not determined in a vacuum.
They are contextual and a function of the facts at the
time. And when the facts change, strategy and policy
frequently need to change.

The Future Fund was announced in September 2004
by then Commonwealth Treasurer and now Future
Fund Chief Guardian (Chair) Peter Costello®. It fol-
lowed the release of the first Intergenerational Report
in 2002.

The purpose of the Future Fund was to finance or pre-
fund the Commonwealth’s unfunded superannuation
liabilities, which at the time was the largest liability on
the Commonwealth’s balance sheet. The superannua-
tion liabilities for four Commonwealth superannuation
schemes were either completely unfunded or only
partly funded requiring payments to beneficiaries on a
‘pay-as-you-go’ basis from the Commonwealth budget.
This imposed the cost of financing liabilities accrued in
the past onto taxpayers of the day.

Although there are now several other ‘Future Funds’,
the stated objective of the original Future Fund was
to fully underwrite these unfunded superannuation
liabilities by 2020. In his 2005 second reading speech
in support of the Future Fund Bill, Treasurer Costello
noted that these unfunded superannuation liabilities
stood at $90 billion at 30 June 2005 and were project-
ed to be $140 billion by 2020. Costello said that “The
Future Fund will be invested with the aim of accumu-
lating financial assets sufficient to offset the govern-
ment’s unfunded superannuation liabilities by 2020."?

Inferred at establishment was that it would take ap-
proximately 15 years to fully fund these liabilities
and that the Future Fund balance would, from there,
descend to an orderly close as hitherto unfunded su-
perannuation liabilities expired. However, the Future
Fund will be 18 years old next year, and it does not
appear that it will meet this purpose any time soon.

Context

When the Future Fund was established, the Common-
wealth budget was in surplus and the Commonwealth’s
net debt position was negative. For many Australians,
it may be difficult to remember a time when the Com-
monwealth had negative net debt, but such was a time
earlier this century. The Commonwealth may have a
budget surplus today, as it was earlier this century, but
it is currently very far from having a negative net debt
position.

When the government of the day was presented with
a situation of negative net debt and receipts exceeding
outlays, the government had three essential options:

e to reduce revenues through actions such as tax
cuts,

e to increase spending — either permanently or
temporarily given the economic cycle,

e to save the surplus, further increasing negative
net debt.

The government chose a combination of the three,
with the budget surplus deployed to the Future Fund.
The Future Fund was thus established in 2006 and



seeded with the proceeds of the Commonwealth’s
2006-2007 budget surplus, joined later by the transfer
of the balance of the Commonwealth’s holdings in the
privatised Telstra. Together, these allocations of capital
provided the basis of what is now one of Australia’s larg-
est asset managers.

Forecast versus Actual

As is common with most budgets and financial plans,
forecasts and actuals often fail to converge; not due to
forecasting errors but due to the future evolving differ-
ent to what was expected.

In 2005, the Commonwealth’s unfunded superannuation
liabilities were forecast to be $140 billion by 2020. Ac-
cording to the Australian National Audit Office, the bal-
ance at 30 June 2021 was $408 billion declining to $322
billion at 30 June 2022.3 This decrease was due primar-
ily to a change in the discount rate. However, given
increased life expectancy — coupled with Australia’s
current inflationary environment driving superannuation
indexation — this liability will likely increase significantly
again when next assessed.

At the time of its establishment, it was estimated that
the original Future Fund would have sufficient resources
by 2020 to relieve the budget of the need to meet the
cost of these unfunded superannuation obligations. This
is likely why the founding legislation permitted Future
Fund drawdowns only from 1 July 2020.* However, the
government announced in the 2017-18 budget that it will
refrain from making withdrawals until at least 2026-27;
suggesting further capital would need to be accumulated.

The balance of the original Future Fund was approxi-
mately $203 billion as at end March 2023, sufficient to
meet the 2005 forecast, but nowhere near sufficient

to meet the 2022 figure. Meanwhile, Commonwealth’s
net debt position in 2007 was negative $30 billion but
positive $550 billion in 2023 — a $580 billion increase.
Gross debt in 2023 is also approaching $1 trillion, all
while the Commonwealth budget is still meeting the
annual costs of the pension liabilities the Future Fund is
meant to cover.

Is the Future Fund a Sovereign Wealth Fund

While frequently described as a ‘sovereign wealth fund’,
this is not strictly accurate for the Future Fund. A sov-
ereign wealth fund is a state-owned investment fund in
which the principal and returns are used for the benefit
of future generations. Although providing an indirect
benefit by reducing payments from the budget, the
direct beneficiaries of the original Future Fund'’s capital
and (net) investment returns are not future genera-
tions of Australians but rather past generations of public
servants.

The Future Fund is not for a specific future investment
purpose, such as to build infrastructure in the future, nor
for tax smoothing, but rather to relieve the budget of an
ongoing liability. This is an important distinction. In an
accounting sense, the Future Fund is more of a provision
than an investment. This is a semantic distinction and
not an economic one, because money is fungible. But
truth in advertising is still important; because it is un-
likely that the Future Fund'’s public credibility would have
the same currency were $200 billion of public resources
allocated to something called the ‘Funding Retired Public
Servants Pensions Fund’. Importantly also, the incen-
tives and infrastructure for the establishment of now
several ‘Children of Future Fund’ might not have existed.

Children of Future Fund

Since its inception, the Future Fund has been given
investment mandates beyond its original unfunded
superannuation liability purpose. The Future Fund now
also manages:

e the Medical Research Future Fund

e the Aboriginal and Torres Strait Islander Land and
Sea Future Fund;

e the Future Drought Fund’
e the Disaster Ready Fund; and

e the DisabilityCare Australia Fund.

Future Fund 2006 $202.8 1.1% $60 -85 Budget Surplus

DisabilityCare 2014 $14.9 2.3% $330 $198 Borrowings

Australia Fund

Medical Research 2015 $21.8 1.3% $367 $250 Borrowings

Future Fund

Aboriginal and Torres 2019 s2.1 0.1% $560 $374 Borrowings

Strait Islander Land

and Sea Future Fund

Future Drought Fund 2019 $4.5 0.8% $560 $374 Borrowings

Disaster Ready Fund 2023 $4.4 0.8% $923 $549 Borrowings
(estimated) (estimated)

TOTAL $250.5

Weighted Average 1.2%

Source - Commonwealth Budget Papers



At 31 March 2023, total assets under management
across all Future Funds exceeded $250 billion.

These Children of Future Fund operate in a structurally
and strategically different manner to the original Future
Fund. The original Future Fund is designed so that

the principal (original capital) and net returns will be
used for the specific purpose of financing superannua-
tion liabilities. The Children of Future Fund, however,
are designed so that the principal is broadly preserved
and only the net investment returns are used for their
designated specific purposes. This results in a different
investment risk profile for the Children of Future Fund
— essentially capital preservation — and is reflected
through the investment strategy and capital allocation
decisions of the asset managers.

If the Albanese government is successful in passing

its Housing Australia Future Fund (HAFF) legislation, a
further $10 billion would be borrowed on behalf of the
Commonwealth and allocated to the Future Fund to
manage. The HAFF would also be structured akin to the
other Children of Future Fund with an objective of capi-
tal preservation and use of investment returns only.

By way of contrast, the former NSW Coalition govern-
ment considered a similar strategy. In 2021, it was
reported that NSW Treasury and TCorp recommended to
then-treasurer Dominic Perrottet that the NSW gov-
ernment borrow $20bn to invest in shares and other
financial assets. This would be the strategic equivalent
of a Child of Future Fund.

The $20bn of debt would be invested through the
ironically named Debt Retirement Fund. It was further
reported that, NSW Treasury and TCorp officials argued
such a strategy would deliver higher long-term returns
for citizens. S&P Global Ratings warned pursuing such a
strategy “would weaken its (NSW) credit risk profile”.>

The head of the NSW Parliamentary Budget Office de-
scribed this strategy as “very risky”. Then opposition,
now current Labor NSW Treasurer Daniel Mookhey said
that it would be “crazy to plunge taxpayers even further
into debt and then gamble that money on the stock mar-
ket and in other risky trades.” The common observation
from all three highlighted the risk in such a strategy, and
this was at a time of near zero interest rates.

Table 6.3: Estimates of expenses by function'

Across seven funds, including HAFF should legislation
pass, more than $260 billion of public resources would
be managed. Approximately $200 billion for the original
Future Fund and $60 billion for the Children of Future
Fund. This assumes there will be no erosion in the
value of funds under management from 31 March 2023.

The Children of Future Fund are also not strictly sover-
eign wealth funds either because they are not funded
through savings but rather through borrowings. This
makes them more akin to leveraged-investment funds
whereby funds are borrowed and invested in expecta-
tion (and hope) that net returns exceed the cost of
borrowing.

Net Debt versus Gross Debt

It is important to focus on gross debt as well as net
debt when considering the Commonwealth’s true finan-
cial standing. While it may be politically preferred to
focus on net debt because it is a smaller number, gross
debt is in many respects the more relevant metric.

The main difference between net debt and gross debt is
the value of ‘financial’ investments such as the original
Future Fund, the Children of Future Fund, and other
investment vehicles such as the Clean Energy Finance
Corporation (CEFC).

From a whole of government perspective, to assess the
economic contribution of the Future Funds, it is neces-
sary to account for all cash flows and risks. The Future
Fund only accounts for the benefits and not all the
costs.

The $250 billion of capital currently managed by the
Future Fund has an opportunity cost — the cost of debt
— which is borne by the budget. Using the current RBA
official cash rate of 4.1 per cent as a proxy, this implies
that the capital cost of the Future Funds, paid by the
budget, is approximately $10 billion per annum. Put
another way, the Future Funds need to generate 4.1 per
cent returns after costs to just break even, and to break
even on a cash basis only. This does not account for the
investment risks borne by the Future Funds.

The interest cost on $250 billion ($10 billion) suggests

that, based on the most recent Commonwealth budget,

maintenance of the Future Funds is effectively the 10t
largest Commonwealth expense by
function, an amount greater than

what the Commonwealth allocates for

Estimates
2022-23 202324 A@4PS 202526 202627 ‘housing and community amenities’.
3m Sm sm E2m Sm

Ganeral public servicas 30,1086 29,126 30,155 28413 29498 i
Defence A0, A58 42 BS0 44 568 48,465 48 840 Ba.se.d on expenditure by prggram,
Pusiic order and safety 7,384 7.424 7,063 6,388 g4z  this interest expense ranks in the top
Education 45,876 48 258 50,385 52,114 53732 20 Commonwealth government pro-
Health 107,710 106,533 10E,880 112174 116,253
Social security and welfare zz6ave  2e0280  2es074 2rrose  2sagaz  9TAMS (see over page).
Housing and community amenities 7136 7540 B.O74 T.T6T 5,564
Recreation and culiure 4,840 4778 4,808 5,133 5383  Granted, Future Funds cash returns
Fuel and energy E 053 13,006 16,51 12,107 13,082 : : :
PR s ey i o Fl iy have historically exceeded their cost
Minirg, manufacturing and constrestion 4,905 5022 4,896 4 418 £ 444 of Capitall at qUGStiO” is whether they
ratwporhand cominlkaton 13,461 17508 AnFA3 674 15235 will be able to continue to do so in the
Other econamic affairs 14,835 12,447 11,647 11,274 11,100 . . . . .
Crher purposes 138308 133743 144568 156217 1seser  future. Since its inception in 2006,
Total expenses 644,TEE 64085 715382 Tasszd4 771,778 the original Future Fund has gener-

a) The functions are based on an iernational standard ciassification of functions of government that |s
Inconporated Into the Govermment Finance Statistics (GFS) reporting framework.

ated an average annual 7.7 per cent
return. However, its most recent

Source - 2023-2024 Budget Statement 6: Expenses and Net Capital Investment



Table 6.3.1: Top 20 programs by expense

Estimales
2022-23  2023-24 2024-25 2025-26 2026-27
Programia) Function 3m im &m &m sm
Revene asssiancs o he
States and Terribomes Cther purposes BROD21  924TD GE34E 101,TEZ 105281
Support for Seniors S3W B3 59,192 61,6B4 &4,500 &7.322
Mabonal Disakbility Insurance
Scheme|b) S5W 36654 41,822 46765 251,852 55436
Agad Care Sarvices 55W 25000 3266B 235604 2 3T0BE 39854
Medical Benafils Healih ZB245 0413 32242 4114 355TH
Assistance to the Slates for
Healtheare Sendoes Healh 2565 2B352 3046 32215 347206
Comrmanwaalth Dbt
Manage rmant CIthess punposes F2162 2 E11 23800 H224  FOTT
Financlal Support for Peaple
with Disability S5W 18,302 21,043 2,800 Z2608 23046
Support for Farmilies {c) 55w - 18,323 19206 190855 20,355
Pharmaceutical Banefits Health 18733 18218 18121 182300 182318
Mon-Govarnmant Schoals
Mational Suppor Education 16648 17441 18131 18681 19280
Job Sasker Income Support S3W 13.B6T 13830 154B3 15589 155915
Child Care Subsidy s3W 10626 12716 12474 14160 1489B&
Financial Support far Carars 58w 10,570 11,530 12238 129253 13360
CGowverniment Schools Mational
Suppont Education 10264 10845 11266 11676 12108
Matiznal Parinership Payments - Transport &nd
Road Transpor commanication 7108 BB01 10,065 9,542 a7Te
Pulzlic Sacior Suparannuation - Qthar punposes;
Benefits(d) General public
SErvices 9 302 9 GEE 9 691 10,061 10,19
Fuel Tax Credils Schermie Fuel and energy T 466 9 BRI SAET4 10473 11,218
Defence Fofce Superanmeation - Other punposes;
Benafita(d) General public
SEMICES 4 sl 4482 a0 10416 10,850
Air Force Capabilities Defance 843D 8 B4G 9,300 9520 10,164
Sub-total 424 727 479,008 506,016 533080 556342
Cther programs  220.061 205078 209366 210244 215437
Total expenses B44,TEE BB4.0BE TI5382 T43324 TTI,TTH

&) The entry for each program includes eliminations for inter-egency transactions within that program.

b} This pragrarm iz a combination of agency costs, suppodt for panicipants and adminisiered expenges

€] This prograrm i5 a new program al the 2023-24 Budget and reflects the majority of the expenditure of the
Oetober Budget program Family Sssistance.

d) This progearm iz a combination of supetannuation nominal inerest and dcciual expenses

Source - 2023-2024 Budget Statement 6: Expenses and Net Capital Investment

12-month return was 1.1 per cent, below the cost of 4.0 to 5.0 per cent per annum above inflation in
of borrowings. While a positive absolute return, it large part to account for investment risk. In the
was still an economic loss for the Commonwealth. current inflation environment, this translates to an

investment return target of 10.0 to 11.0 per cent.
Each of the current six funds has an investment

return target that guides its investment strategy As Sir Humphrey Appleby might describe, this is a
and risk tolerance. The original Future Fund, which ‘courageous’ target. Per the standard investment
accounts for approximately $200 billion of the $250 warning, past performance is not a guide to future

billion total, is chartered with target rate of return performance. This is particularly the case as global



Table 1: Future Fund retums, target benchmarks and volatility

Return Target return! Valatility?
(% pa) (% pa) (%)

From inception {May 2006} 7.7 7.0 4.6

10 years 9.1 b.8 4.7

SEVEN YEAMS 8.1 2.0 a.0

Five years FA 7a 5.6

Three years 7.7 B4 .8

One year 1.1 11.0 6.3

Hebe: The Future Fund retumed 3.4% aer the quarter to 30003/2023 and 4.3% far the finandal year to date.

1. From 1 July 207 the Fund’s Inepstment Mancate target rebumowes reduced from OFT + 4.5% 0 5.5% oo o

CPL 4 4% [ 5% pa over the long term, with an acceptabie but not exoessive el of sk,
2, Industry measure showing the lesel of realised volatiity in the portholo.

Source - Future Fund Portfolio update to 31 March 2023

investment markets have entered a more volatile period
with high inflation, de-globalisation, and increased
incidence and risk of military conflicts. In particular,

Ben Samild, the Future Fund’s recently promoted Chief
Investment Officer describes, this target as “incredibly
hard” to achieve.”

Investment Risk and Reward

As noted above, there are currently six Future Funds
with a total funds under management of more than
$250 billion at 31 March 2023. Should the Albanese
government pass its Housing Australia Future Fund
legislation, a seventh fund will be seeded with a further
$10 billion of borrowing.

Unlike the situation that existed when the original
Future Fund was established, the capital within the six
current Future Funds is not back by negative net debt,
but for all intents and purposes, through borrowings.
This is because the capital allocated to the Future Funds
could otherwise be used to reduce debt or on other bud-
getary initiatives.

Using the current RBA official cash rate of 4.1 per cent
as a proxy, the cost to the budget of maintaining the
Future Funds is approximately $10 billion per annum.
To just stand still on cash basis, the Future Funds need
to generate a 4.1 per cent return after expenses.

But breaking even on a cash basis does not compensate
the Commonwealth for the investment risk it is exposed
to by the Future Funds. This is why the Future Funds
have higher investment return targets to reflect this
investment risk. While perhaps generating a positive net
contribution (return above the cost of Commonwealth
borrowing), the original Future Fund did not meet its
target return over the past three years — inferring a
risk-adjusted loss.

Given that interest rates are rising, domestically and
internationally, consequently increasing interest service

costs within the budget, the Future Funds will need to
generate ever increasing returns to avoid a whole of
government risk adjusted economic loss.

Assuming again a 4.1 per cent cost of borrowing for the
Commonwealth and given the original Future Fund’s one
year return was 1.1 per cent, this equates to a 3.0 per
cent — or approximately $6 billion — economic loss to
the Commonwealth.

Comparing Apples with Apples

Comparisons of investment performance of the Future
Funds viz-a-viz normal, non-government funds are also
difficult. While it is correct that the financial perfor-
mance of the Future Funds has been relatively strong
compared to general investment funds, the Future
Funds have three structural advantages.

e As government owned and operated funds, the Fu-
ture Funds are exempt from income tax in Australia
and benefit from sovereign tax immunity on most
investments. Everything else equal, this gives the
Future Fund an approximately 10 per cent perfor-
mance advantage over other investment funds.
This advantage will be further enhanced because
the Albanese government intends to increase the
tax rate on high balance superannuation accounts.

e  The Future Funds are also not burdened with sig-
nificant administration costs that ordinary superan-
nuation funds must bear in managing members.
The Future Funds have a single member each —
the Commonwealth — whereas the top 10 superan-
nuation funds collectively have approximately 15
million accounts that need to be managed. This
is a significant cost, which erodes overall perfor-
mance.

e The Future Funds are also not exposed to the same
level of liquidity risk as are other funds. This is
because they do not need to retain a proportion of
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funds in cash and other liquid assets to meet with-
drawals from investment transfers and members
moving into pension stage. This allows the them to
invest a much higher proportion of portfolios into
illiquid investments, such as infrastructure.

If, in the event of emergency, Future Fund investments
needed to be quickly converted to cash, a significant
liquidation cost would be imposed. Such an emergency
event would likely be systemic, meaning that invest-
ments would need to be sold into falling markets further
eroding value.

Even notionally liquid assets, such as listed securities
and bonds, could be subject to a significant liquidation
cost given the size of the Future Funds’ holdings.

These issues in and of themselves do not present the
case against the Future Funds. However, with interest
rates increasing and a more complex and volatile geo-
strategic and investing environment, the ability of the
Future Fund to generate returns above its risk-adjusted
cost of capital — or even its targeted rate of return —
will be increasingly difficult.

Market Distortion

The Future Fund is one of the largest institutional inves-
tors in Australia. According to APRA data, the Future

Funds’ assets under management would rank it as the
second largest fund in Australia.

Much has been said and written about the dispropor-
tionate impacts large Australian superannuation funds
might have on the governance of Australian busi-
nesses. Yet nary is there a word of the ability of the
Commonwealth to exercise a similar influence.

Granted there is a ‘firewall’ between the government
and the Future Funds by way of the Board of Guard-
ians, it is ultimately the government that appoints these
Guardians and can indirectly effect influence through the
choice of Guardians appointed. Personnel is, after all,

policy.

Such a distortion might be a tolerable and necessary
trade off were the Commonwealth budget in balance and
the Commonwealth’s gross debt position closer to nil
rather than closer to $1 trillion.

Unfortunately, this is not the case resulting in the Future
Funds, largely by virtue of their size, distorting the Aus-
tralian investment market. This is particularly the case
when the Future Funds benefit from the aforementioned
tax and liquidity risk advantages.

This results in a transfer of wealth from ordinary Austra-
lian savers to Commonwealth public servants.



Conclusion

The most recent Commonwealth budget forecast that
the Commonwealth would have $923 billion of gross
debt at the end of the 2024 financial year. Assuming a
4.1 per cent interest rate, the opportunity cost of this
debt is ariound $38 billion.® This is approximately the
same amount that is spent on national defence.

According to economic historian Niall Ferguson, a sign
of the impending collapse of an empire is when its debt
costs exceed its defence costs.® Beyond doubt, Austra-
lia is not an empire, but Australia’s debt position has
the potential to become a national security matter as

a greater proportion of national resources are spent

on debt service. If the debt service costs of Australian
states and territories are included, this picture looks
much worse.

It is ironic that, in his response to Peter Costello’s 2005
second reading speech for the establishment of the
original Future Fund, then shadow treasurer Wayne
Swan said “Locking up the assets for the sole purpose of
paying our bureaucrats’ super is like a family saving for
a rainy day whilst the foundations in their house require
severe repair work and remain unattended to. Failure to
attend to them gets more costly year after year.”1°

Using Swan’s metaphor, it's raining debt and the Future
Fund assets should be used to address that rather than
meeting the costs of “our bureaucrats’ super”.

The Future Fund asset management ‘infrastructure’ has
also grown beyond its original purpose to offset unfund-
ed superannuation liabilities. It now manages several
other funds for unrelated purposes. These include the
Medical Research Future Fund, the Aboriginal and Torres

Strait Islander Land and Sea Future Fund, the Future
Drought Fund, the Emergency Response Fund, and the
Disability Care Australia Fund. And should Parliament
pass it, the Housing Australia Future Fund.

If it is government policy to fund medical research, or
to assist Aboriginal and Torres Strait Islander citizens to
acquire and manage land, or to build social housing, the
government should directly and transparently fund such
activities from the budget.

Instead, what the government is doing is borrowing
money, paying interest on these borrowings, and hoping
that investment returns on these funds exceed the cost
of borrowing.

There may have been a case for the Future Fund when
the Commonwealth’s debt position was net negative. It
may possibly have been the case for the Future Fund
when interest rates were near zero.

But neither of those conditions hold any longer or are
likely to reverse in the near to medium term. Meanwhile
the opportunity cost of the debt is born by the budget
and the benefits accrue to the funds.

If public finance was as simple as borrowing money, in-
vesting, and spending the profit above the cost of inter-
est, the Commonwealth should just borrow $10 trillion,
invest it, and eliminate all taxes.

By closing the Future Fund and retiring debt, the Com-
monwealth will have a lower interest expense in the
budget and Australian citizens will have a much clearer
and transparent view as to where public spending is go-
ing and the state of the Commonwealth’s balance sheet.

A future without the Future Fund is a more viable one.
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The Future Fund is an uniquely Australian creation. Often — and arguably erroneously — described as a sov-
ereign wealth fund, it has been given near-mythical credence. Its board is not comprised of mere directors but
rather ‘Guardians’. The Future Fund'’s existence has attained such an exalted economic status in Australia that
despite its recent questionable economic contribution, it has spawned several new ‘children of Future Fund’ estab-
lished at the Commonwealth and State levels.

Approaching 18 years of age, however, it is now time to consider the future of the Future Funds because as Nobel
laureate Paul Samuelson once quipped: “When the facts change, I change my mind”. And when it comes to the
Future Fund, the facts have changed significantly since it was established in 2006. The economic case for its
continuing existence has since eroded.

In Australia’s current economic straits, the most economically responsible action for a government to take is to
liquidate, in an orderly manner, the holdings of the Future Funds and pay down debt. With every additional dollar
of Commonwealth debt accumulated and every interest rate increase, the case for closing and retiring the Future
Funds becomes ever more compelling.
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