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From the
CEO’s Desk

The close of the June 2021 quarter saw a COVID-19 outbreak
across a number of Australian jurisdictions, with the Perth
and Peel region back in a snap 4-day lockdown from 29 June
in an effort to limit the spread of the current outbreak. The
unpredictability of the disease shows how much things can
change in a short space of time, with Western Australia having
had only just relaxed all but controlled interstate borders during
the previous month. While disappointing, the need to get on
top of the outbreak to protect lives and livelihoods is well
understood, and the resilience of our community is shining
through for what will hopefully be a short period of disruption.
This unpredictability of the COVID-19 pandemic is being
experienced around the world and continues to drive the
monetary and fiscal responses of policy makers. While the
global economy is recovering, with the global PMI rising to a
15-year high in May, and employment improving in the major
economies, the recovery is uneven and vulnerable to the
ongoing public health crisis. Growing expectations over the
quarter of rate increases in the US and Australian markets
ran ahead of central bank rhetoric – but when has that ever
stopped market sentiment!
While the RBA has continued to signal that it expects
conditions for a cash rate increase are unlikely to be met
before 2024 at the earliest, some high profile commercial
bank economists have brought forward their forecasts for a
RBA cash rate increase into late 2022 or 2023. This has seen
traders move to price in a cash rate increase for the second
half of 2022.
Some of the volatility we saw in bond markets over the March
quarter quietened down. Long-term government bonds
stabilised in a narrow range, before retracting to the lowest
levels since February 2021 late in the quarter. However, market
expectations are for the US 10-year bond to move higher over
the first half of 2021/22, which if correct will drag up the Aussie
10-year bond – and thus the semi-government market. All
eyes are on the RBA July announcement, with expectations on
greater clarity for yield curve control and a potential third round
of quantitative easing.
The Western Australia economy continues to outperform other
states, with state final demand rising by 3.0% in Q1. At 4.7%,
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the Western Australian unemployment rate is significantly
below the levels observed in other Australian states. We also
continue to benefit from the strong commodity market, with iron
ore prices up almost 35% over the quarter and volumes across
a range of commodities at record levels.
We did experience a return to some normality during the
quarter, with a number of our financial market partners
travelling to Western Australia for face to face meetings to
share thoughts and experiences on the economic and financial
conditions. However, in a sign that domestic and international
travel is still a long way away, WATC engaged in a wide range
of online investor presentations over the quarter, presenting
to investors in Europe, Japan, and Singapore, as well as
those across Australia. While the State budget is delayed until
September 2021, there is still a significant amount of economic
data to update our investor community on, as well as changes
to our borrowing requirements due to activity during the year
and lower forecast funding requirements in 2020/21 for our
clients.
I’m pleased to announce that WATC was recognised at the
recent Institute of Public Administration W.S. Lonnie Awards,
winning a Bronze award for our 2019/20 Annual Report in
the Government Trading Enterprise category. This is a great
recognition for the effort of the team, and great motivation for
the 2020/21 annual report process that is about to kick off!
A highlight of the quarter was a celebration for WATC turning
35! It was great to welcome back former employees and Board
members to join with current staff in reflecting on 35 years
of providing high quality financial solutions for the benefit
of Western Australia. In particular we recognised a number
of staff who have been with WATC this entire time - a true
reflection of service to the Western Australian public sector.
Kind regards,

Kaylene Gulich PSM
CEO
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To Taper or Not to Taper?
'We are talking about talking about tapering'
San Francisco Federal Reserve President Mary Daly, 25 May 2021

The Global Economy
The global economic recovery continues, helped by ongoing
policy support and the abating of the public health crisis.
The number of new daily COVID-19 cases in the US has
declined to the lowest level since March 2020 and more
than half of the US population over 12 years old has been
fully vaccinated.
The US federal government and the Fed continue to provide
extended policy support to the US economy via its QE
low interest rate policies. After signing off on a US$1,900b
relief bill late in Q1, containing stimulus cheques and
extra unemployment benefits, the Biden administration
announced a large-scale infrastructure spending plan.
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Disappointing payrolls growth in April and May, despite
record job openings and payrolls still being 7.5m short
of pre-pandemic levels, has raised concerns that the
huge fiscal support provided to US households might
disincentivise some of the unemployed from looking for a
job and even encourage some lower-income workers to
quit their current positions. Indeed, quits from US jobs hit
a series high of 4.0m in April and were concentrated in
such low-wage sectors as retail and transport. US small
businesses have reported struggling to find qualified
applicants for open jobs. This disconnect is highlighted by
some measures, such as the job openings to unemployed
ratio, that suggest the US labour market is currently as tight
as it was when the FOMC was well into its last tightening
cycle.
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a major downside risk to the Australian economic outlook,
however, potentially dragging on economic activity, the
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US Labour Market Tightness and Fed
Tightening

US Annual PCE Inflation

In order to attract more workers, some US companies have
opted to increase wages. The emerging, albeit still limited,
wage pressure is adding to other cost pressures in the US
economy, related to the rise in commodity prices and supply
bottlenecks. Coupled with low price levels in 2020, this
has resulted in a surge in annual inflation rates. The Fed’s
preferred measure of inflation, the annual change in the
PCE price index, surged well above the Fed’s inflation goal
of 2%, though it is expected to moderate as the statistical
base effects dissipate.

The Australian Economy

In China, the economic recovery is now more broad-based.
However, the rise in commodity prices has translated into
the highest producer price inflation in almost 13 years. The
increases have raised concerns among Chinese authorities
who have announced that they will take measures to contain
it.

major capital cities of Australia towards the end of Q2 pose
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The Western Australian Economy
The Western Australian economy continued to outperform
other states, with state final demand rising by 3.0% in Q1.
At 4.7%, the Western Australian unemployment rate is
significantly below the levels observed in other Australian

The recovery also continued in the first months of 2021
in Australia, with GDP rising by 1.8% in Q1 to exceed
the pre-pandemic level. In contrast to previous quarters,
the rise in Q1 GDP was driven primarily by private fixed
capital investment, with housing market activity and private
business investment in machinery and equipment posting
strong increases. Investment was boosted by low interest
rates, government grants and tax incentives.

states. In addition, Western Australian housing market

Labour market conditions have been favourable. Despite a
slight decline in April, possibly related to the Easter holidays,
Australian employment remains above pre-pandemic levels.
However, the unemployment rate of 5.1% remains well
above the RBA’s estimate of the non-accelerating inflation
rate of unemployment. There are no clear signals, as yet,
that the labour market recovery has translated into a broadbased acceleration in wage growth.

retail and labour market conditions in Western Australia.

activity continues to pick up with dwelling commencements
rising to a five-year high in Q4 2020. Export values are at
record highs and business sentiment remains the highest in
Australia.
The four-day lockdown introduced for Perth and Peel
regions in late June, just like the previous snap lockdowns,
will hopefully only have a limited and short-lived impact on

Financial Markets
Following a surge triggered by inflation concerns in the
previous quarter, long-term government bond yields have
stabilised in a narrow range through most of Q2 before
falling late in the quarter. In the US and Australia, long-term
government bond yields have reached the lowest levels
since the turn of February and March 2021.
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The stabilisation in long-term yields reflected the soothing
narrative of senior central bank officials that the recent
spike in inflation is largely due to transitory factors and any
tapering in asset purchases is some way off. However,
given the risk of stronger demand pressure amid the strong
US recovery, the Fed could announce a tapering of its QE
program within the coming months. Views on the outlook
for monetary policy are clearly shifting on the FOMC. The
median assessment among FOMC participants for the
appropriate level of the fed funds rate, the so-called ‘dot
plot’, now shows two 25 basis point rate hikes in 2023,
compared to no hikes until at least 2024 when the previous
‘dot plot’ was released in March.
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Easing tensions in the debt markets have translated into
better sentiment in equity markets. US, European and
Australian share markets all hit their all-time highs at various
stages during the quarter, supported by improving economic
conditions and positive earnings results.
In commodity markets, iron ore prices rose by around
35% in the quarter, reflecting heightened demand for this
commodity in China. Prices surged to record highs in
early May before falling back, as the Chinese authorities’
concerns over the increase in iron ore and other
commodities. However, iron ore prices remained elevated
by historical standards.

of the yield curve control program or move the focus to the
November 2024 maturity. It is widely expected that the RBA
will retain the April 2024 maturity as its target bond. They
will also decide whether to implement a third quantitative
easing program to take place after the current program
concludes in September. The RBA considers its options to
be between, a repeat of the current program, scaling back
or spreading the program over a longer period, or reviewing
the pace of purchases more frequently.
Following the release of the strong labour market report
for May, the market has started pricing in the chance of
a rate increase in the second half of 2022. Some market
commentators, including us, judge that there is a risk that
the conditions for cash rate hikes will indeed be met sooner
than the RBA currently expects (in 2024).

Craig McGuinness
CHIEF ECONOMIST

Patrycja Beniak
ECONOMIST

Despite the improvement in global market sentiment and the
surge in iron ore prices, the Australian dollar depreciated in
the quarter, partly reflecting a sharp rise in the US dollar in
the second half of June.
The RBA continued its bond purchases within its second
quantitative easing program at the unchanged pace of
around A$5 billion a week. However, in May the Australian
central bank announced that at the July meeting they will
consider whether to retain the April 2024 bond as the focus
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Progress Update:
Showcasing the State’s Environment, Social and Governance Credentials
WATC, in partnership with the Departments of the Premier
and Cabinet, Water and Environmental Regulation,
and Treasury, are making steady progress on the intergovernment initiative to prepare an information package to
investors in WA Government bonds that articulates the State
Government’s environment, social and governance (ESG)
credentials. Over February to May, WATC coordinated
submissions on relevant policy initiatives, work programs
and infrastructure development across a working group with
representatives from a broad range of State Government
agencies that demonstrate the State’s commitment to
achieving positive ESG outcomes. Together with feedback
sought from a selection of WATC's panel banks on expected
investor requirements, and a detailed review of related
initiatives undertaken in other Australian jurisdictions and
globally, a structure for the information package has been
decided upon.

The package will consist of an introductory statement
articulating the importance the WA Government places
on achieving continuous improvement in ESG outcomes,
followed by a specific section on each of the environment,
social and governance themes, outlining key achievements
to date, policy directions and targets moving forward,
accountability measures and key initiatives in progress.
This will be supported by a detailed appendix listing a
sample of ‘actions in progress’ that illustrate the types of
activities the WA Government is currently undertaking that
are progressing each of the United Nations Sustainable
Development Goals.

The information package will also signal to financial markets
that the WA Government, through WATC, will subsequently
progress development of a Sustainability Bond Framework
to facilitate the issuance of Green, Social or Sustainability
bonds to finance direct government expenditure on
eligible assets to support the WA Government’s ongoing
commitment to continuous improvement of the State’s ESG
outcomes.
For further information on this initiative, please contact
Richard McKenzie, Head of Strategy, on (08) 9235 9127 or
rmckenzie@watc.wa.gov.au.

Drafting of the information package within this structure
is well underway, and a final version is expected to be
approved by Cabinet during the September quarter. A
dissemination strategy to the investor base is also being
formulated, that will take into account the State budget
release in early September.

On 20 May 2021, WATC hosted the ESG working group and provided an overview and update on the progress of the initiative. Richard McKenzie, Manager Strategy, WATC, presenting.
Review of:

Review of:

•

• external environment,

external environment,

•

precedents from other Jurisdictions

•

investor representative’s feedback
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• precedents from other Jurisdictions
• investor representative’s feedback
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Premier Visits WATC

EOFY Reporting

Premier Mark McGowan made history on 14 May 2021, when he became the first Premier to visit
WATC in its 35-years in operation.

Just a reminder that end of financial year 2020/21 reporting is
only available through WATC’s Client Portal with a specific report
category available for audit reports.

The Premier, who also became Treasurer following the March 2021 State Election, regularly
meets with the WATC executives for briefings but this was his first opportunity to meet all WATC
staff.
During the visit, the Premier, accompanied by Kaylene Gulich, WATC CEO, walked around
the office, with the Premier taking time to talk with staff who provided an outline of their roles
and current activities. The Premier showed a keen interest in the different aspects of WATC’s
activities and contribution to a wide range of projects across the state.

Clients can assign temporary Client Portal access to auditors
where auditors can view and download reports, if required.
If your agency has not yet arranged access to the Client Portal,
it is important to do so as soon as possible to ensure you receive
your end of financial year reports.
If you have any queries on end of financial year audit reporting
or arranging access to the Client Portal, please contact your
Client Relationship Manager, or email csoperations@watc.
wa.gov.au.

(L to R) Neil Lai, Mladen Zaneta, Bruce Whyatt, Jade Verkroost, Jameson Hick, The Premier of Western
Australia, The Hon Mark McGowan BA LLB MLA, Peter Garrity, Tamara Marsh, Charlie Gilkes, Kaylene
Gulich, and Sherly Rezky.
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Seeking EOI in Attending Financing
Large Scale Investments Training

New WATC 2030
Benchmark Bond

Following on from the successful Financing Large Scale Investments training program provided
by Macquarie University in November last year, WATC is seeking expressions of interest (EOI)
from clients to determine demand to re-run the training program again in 2021.

On 5 March 2021, WATC issued by syndication a Benchmark
Bond with a 22 October 2030 maturity. Prominent performers
on WATC’s fixed interest panel, being ANZ, Bank of America
Securities, Deutsche Capital Markets and NAB, were appointed
as joint lead managers for the syndicated benchmark bond
issue.

The two day program provides an understanding of the process of financing large-scale
investments and looks at how this differs from standard corporate finance. The program covers
the techniques and principles to structure, value and finance large-scale infrastructure and
industrial projects, and examines the different ways in which project finance allocates the risks
and responsibilities typically found in complex projects and renders them financeable.
One of the benefits of being part of the WATC co-ordinated training program is that the program
is delivered without the need for travel to Sydney. The 2020 cost was $2,000 per participant with
the class size capped at 20 attendees.
If you or your colleagues are interested in attending the Financing Large Scale Investments
training program provided by Macquarie University, please register your interest with Stephen
Morhall, General Manager Client Services at WATC, by email to smorhall@watc.wa.gov.au.
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The new issue found strong investor interest, with total bids
exceeding $2.0 billion from 33 bidders, with the final issue
volume of $1.0 billion being allocated to 31 bidders. Domestic
investors included asset managers, bank balance sheets and
other official institutions. Offshore investors also participated
strongly, with a record 38% of the issue being placed with
various central banks, fund managers and commercial banks.
The investor term sheet can be viewed on the WATC website at
https://www.watc.wa.gov.au/wp-content/uploads/2021/03/
WATC-22-October-2030-Final-Investor-Termsheet-2.pdf.
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New Appointments

WATC CEO Recognised in
Queen’s Birthday Honours
In the Queen’s Birthday 2021 Honours List, 84 West Australians
were recognised for their exceptional service or achievement
in our community. In this year’s Honours List, there were three
Public Service Medals (PSM) awarded to:
• Ms Kirsten Chivers, Acting Deputy State Solicitor, State
Solicitor’s Office
• Ms Nicki Godecke, Acting Director General, Department of
Finance
• Ms Kaylene Gulich, Chief Executive Officer, Western
Australian Treasury Corporation

Sharon Halls

Kevin Middleton

Sharon joined WATC’s Program Management
Office in May 2021 as a Business Analyst,
bringing more than 20 years of Business
Analysis experience.

Kevin joined WATC in April 2021 as our
Chief Risk Officer. In this role, Kevin has
responsibility to lead, direct and coordinate
integrated, efficient and effective risk
management practices and culture throughout
WATC.

After completing a Bachelor of Commerce
at UWA, Sharon moved to London where
she worked in the Investment Management
industry. During her 10 years in the City, she
enjoyed roles in both back office operations
and information technology.
More recently, after moving back to Perth,
Sharon worked in the primary resources
industry and insurance sectors.
In her personal time, Sharon enjoys
travelling, hiking and exploring the Australian
wine regions.

Kevin has over 23 years financial services
experience and joins us from Westpac
Banking Corporation in Sydney. Most
recently he was Westpac's Program Director
responsible for the Business Division’s
implementation of the Group’s target state for
the management of non-financial risk. Kevin
is a Chartered Accountant and has worked in
a variety of senior roles spanning Enterprise
Risk, Group Treasury, Structured Finance and
Corporate Finance.
Kevin and his family are enjoying their new
home in Perth and look forward to continuing
to explore all that Perth has to offer.
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The Public Service Medal recognises outstanding service by
employees of the Australian Government and state, territory and
local government employees. ‘Outstanding service’ could be
shown through:
• service excellence to the public, or to external or internal
clients;
• innovation in programme, project or policy development;
• leadership, including as a member of a team; or
• the achievement of more efficient processes, improved
productivity or better service delivery.
WATC’s CEO Kaylene Gulich was awarded a Public Service
Medal (PSM) in recognition for her outstanding public service to
Western Australia. The citation for the PSM included:
“Ms Gulich's has demonstrated an incredible commitment,
passion, expertise and work ethic to go above and beyond
to deliver good outcomes for the Western Australian public
sector and the broader community." https://honours.pmc.
gov.au/honours/awards/2009542
To find out more information about the Public Service Medal, or
to nominate someone you believe should be recognised for their
contribution to WA, please follow the link to the website https://
pmc.gov.au/government/its-honour/public-service-medal.
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35 Years of WATC Providing Financial Solutions for the
Benefit of All Western Australians
Western Australian Treasury Corporation, having been created
by an Act of Parliament, came into existence on 1 July 1986. To
celebrate the 35 year anniversary of WATC, past and present
directors and staff recently gathered together at WATC’s office
for an afternoon tea.
At the event, three WATC staff were acknowledged for
their 35 years of service to WATC, having worked at WATC
since its formation. Steve Luff, Chief Financial Officer, Bill
McEwen, Technical Specialist, and Eric Schuppli, Senior
Client Relationship Manager, each received a commemorative
certificate from Michael Barnes, Under Treasurer and Chair of
WATC.
It was great to meet and re-connect with former directors and
staff, and judging by the levels of banter and laughter, the
celebration was enjoyed by all.

DISCLAIMER Any opinions, judgements, 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 guarantwee 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.
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For information on any products or services,
please contact:

For economic commentary or clarification,
please contact:

Lisa Brady
Head of Corporate Treasury Services
(08) 9235 9122
lbrady@watc.wa.gov.au

Craig McGuinness
Chief Economist
(08) 9235 9104
cmcguinness@watc.wa.gov.au

David Letts
Head of Advisory Services
(08) 9235 9178
dletts@watc.wa.gov.au

Patrycja Beniak
Economist
(08) 9235 9110
pbeniak@watc.wa.gov.au
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Western Australian Treasury
Corporation (WATC) is the State’s
central financial services provider,
working with its public sector clients to
achieve sound financial outcomes.
WATC’s principal activities involve:
• funding and debt management
• asset and investment management
• financial advisory services
• financial risk management
• treasury management services and
systems.
Level 12
225 St Georges Terrace
Perth WA 6000
P: (+61) 8 9235 9100
F: (+61) 8 9235 9199
E: watc@watc.wa.gov.au
watc.wa.gov.au

