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Economic Analysis Market Highlights December 2022

THIS MONTH’S WESTERN AUSTRALIAN DATA HIGHLIGHTS

e Western Australia’s real state final demand increased 0.6% in Q3 2022 to be up 3.3% YoY.

e The Western Australian unemployment rate was steady at 3.5% in November.

e The CorelLogic Perth home value index rose 0.1% in December to be up 3.6% up through the year.
e The value of Western Australian merchandise goods exports was A$69.3b in the three months to October.

WESTERN AUSTRALIAN MID-YEAR FINANCIAL PROJECTIONS STATEMENT 2022-23

e The Western Australian economy has continued to perform well despite a sharp slowdown in global economic
growth over the course of 2022. Gross State Product is now forecast to expand 3% in 2022-23 (up from the 2%
growth forecast at Budget-time), following 3.1% growth in 2021-22.

e Real State Final Demand is forecast to grow by 4.5% in 2022-23 (following growth of 5.5% in 2021-22),
underpinned by strong household consumption and rebounding business investment.

e Western Australia’s economy has done the bulk of the heavy lifting in Australia since the onset of COVID-19,
accounting for 23% of national economic growth over this period — more than double the State’s population share,
and the largest contribution of all jurisdictions.

e A general government operating surplus of $1.8 billion is now forecast for 2022-23, slightly higher than the
$1.6 billion surplus forecast in the 2022-23 Budget, but significantly lower than the $6 billion surplus outcome
recorded in 2021-22. Consistent with the 2022-23 Budget, operating surpluses are also forecast across the
remainder of the forward estimates period.

e The Government has committed to repaying an additional $400 million of Consolidated Account borrowings as part
of this Mid-year Review, building on the $1.2 billion in debt repayment included in the 2022-23 Budget.

e Total public sector net debt at 30 June 2026 is now projected to be $32.2 billion, $1.7 billion lower than forecast at
Budget-time. This represents a modest 8.7% share of the State’s economy, down from the 9.5% forecast at Budget.

Contribution to Australian GDP Growth General Government Operating Balance

ppts Three years t0 2021-22 AS Billion 2021 to 2025-26

FINANCIAL SOLUTIONS FOR THE BENEFIT OF ALL WESTERN AUSTRALIANS


https://www.watc.wa.gov.au/wp-content/uploads/2022/12/GDP-Q3-2022.pdf
https://www.watc.wa.gov.au/wp-content/uploads/2022/12/Labour-force-November-2022.pdf
https://www.watc.wa.gov.au/wp-content/uploads/2022/12/Trade-Balance-October-2022.pdf
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Australian Interest Rates (%) FX and Equities
RBA Cash Rate Target 3.10 (125 pt) | AUD/USD 0.6813 (127 pt)
90-Day Bank Bills 3.26 (121 pt) | AUDIJPY 89.35 (14.4 pt)
3-year Australian Government Bond 3.51 (135 pt)
10-year Australian Government Bond 4.04 (150 pt) | ASX200 7039 (1245 pt)

*As at end of October. Figures in brackets represent the monthly change.

MARKET SUMMARY

e The RBA Board raised the cash rate target by a further 25 basis points to 3.10% in December and signalled
there are further interest rate hikes to come, though it is not on a pre-set path.

e Australian bond yields began the month at their lowest levels since August, however, yields rose sharply in the
second half of the month. The increase in Australian bond yields began following the release of strong Aussie
employment numbers and was given added impetus by the general rise in global yields.

e The Australian dollar posted its second monthly gain in a row against the greenback in December. However,
the AUD fell 4.6% versus the yen, amid further strong appreciation of the Japanese currency following the Bank
of Japan’s decision to increase the cap on the 10-year Japanese government bond yield to 0.50% from 0.25%,
as part of its yield curve control framework.

e Australian equities fell for the first time in three months. Slipping 3.4% as global markets sold off.

WATC Benchmark Bond Yields Australian Dollar Six Months to 30 December 2022
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Any opinions, judgments, conclusions, forecasts, predictions or estimations contained in this advice are made in reliance on information provided to Western
Australian Treasury Corporation which Western Australian Treasury Corporation believes to be reliable. Western Australian Treasury Corporation, however, cannot
guarantee the accuracy of that information. Thus, any recommendations are made in good faith but are provided only to assist you with any decisions which you
make. These recommendations are not intended to be a substitute for professional advice on a particular matter. Before accepting or rejecting those
recommendations you must discuss your particular needs and circumstances with Western Australian Treasury Corporation.

Head Office: Level 12, 225 St Georges Terrace, Perth WA 6000 Phone: (+61) 8 9235 9100 Email: watc@watc.wa.gov.au

Postal Address: PO Box 7282, Perth Cloisters Square WA 6850 Facsimile:  (+61) 8 9235 9199 Website: www.watc.wa.gov.au




