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1 April 2021

From the
CEO’s Desk

The March quarter saw us all reflecting on the last 12 months
since the pandemic hit our shores, with the short five day
lockdown in February 2021 reminding us of the ongoing
unpredictable nature of the disease, and the impact it can have
on Western Australia with short notice. Since February 2021
restrictions have continued to ease, with the capacity for certain
venues now increased to 75% and controlled interstate borders
remaining, but easing for most jurisdictions.
The global economic recovery continued into 2021, driven by
consumer and business confidence, the roll out of vaccines and
underpinned by ongoing fiscal and monetary stimulus. Concerns
over the pro-inflationary impact of the US fiscal stimulus saw
long-term government bond yields surge in the first quarter of
2021. The surge was particularly sharp in the US and Australia,
and accelerated in mid-February after the relief package was
first approved by the US Senate. The RBA continues to be active
in the semi-government space, buying WATC and other semigovernment bonds in the secondary market.
While market conditions were more volatile during February
and March than the previous quarter, conditions remained
favourable with strong investor interest. WATC launched a new
2030 benchmark bond in February 2021, raising $1 billion and
attracting new investors to the WATC name. Pleasingly, the
issue saw over 38% allocated to offshore investors.
Western Australia’s fiscal position continues to strengthen, as
detailed in the Pre-election Financial Projections Statement
released 8 February 2021. The forecast 2020-21 general
government operating surplus has been revised up to $3.1 billion
(from previous forecast of $2.2 billion) and the total public sector
net debt has been revised down by $1.2 billion to $40.2 billion
at 30 June 2024. The improved fiscal outturn is largely due to
the impact of a higher than forecast iron ore price, stronger
than expected transfer duty revenue and an upward revision
to the national pool of GST revenue by the Commonwealth
Government, reflecting stronger consumer spending across the
country. The State continued to progress a record $28.9 billion
asset investment program over the next four years, with WATC
sourcing new borrowings in support of this investment.
Economic conditions also continue to improve, with
unemployment down to 6% in February 2021, based on a
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participation rate of 67.7%. Both measures continue to show
improvement, with around 99% of the jobs initially lost over the
February to May 2020 period now recovered. Activity has also
been particularly strong in the residential construction market,
with a higher than expected take-up of the State Government’s
Building Bonus and the Commonwealth Government’s
HomeBuilder grants.
WA’s budget performance has been a standout in Australia
and across the globe, with credit rating agency S&P analysis
identifying Western Australia’s economy the best in the world
over the past 12 months.
In another sign of things returning to normal, and with travel
slowly recommencing between jurisdictions, WATC welcomed in
person a number of financial market partners during March 2021
for valuable economic and market conditions updates. We were
also pleased to host a CEDA Copland alumni event during the
quarter, continuing our strong support for the program that brings
together the public, private and not-for-profit sectors.
During the quarter the Treasurer the Hon. Ben Wyatt MLA retired
from politics, and following the State election in March 2021, the
Premier, the Hon. Mark McGowan MLA took on the Treasury
portfolio. With the 2021-22 State budget delayed this year due
to the timing of the election, the Treasurer is looking forward to
engaging with investors and promoting the State’s economic and
fiscal position following the release of the 2021-22 Budget later
in the year.
The March quarter has been a very busy time for our
client teams, with the launch of our restructured Corporate
Treasury Services Team and a large number of new and
ongoing engagements for our Advisory Team. Work is also
progressing across the public sector on showcasing the State’s
environmental, social and governance credentials, as part of
a broader piece of work to prepare WATC to be able to issue
bonds in this format.
Kind regards,

Kaylene Gulich
CEO
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Inflation Jitters
‘Inflation changes over time but it doesn’t change on a dime. (…) but if it does turn out that
unwanted inflation pressures are arising (…) we have tools to deal with that’.
Jerome Powell, 23 February 2021

The Global Economy
The global economic recovery continues into 2021, helped
by the slowdown of the pandemic in many jurisdictions and
a rise in confidence related to the COVID-19 vaccine rollout
in the advanced economies. The pace of recovery remains
uneven, however, and depends largely on the progress of
inoculation programs.
In the US, economic conditions remain strong compared to
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After surging by over 10% from its Q2 2020 lows, US GDP
is now just 0.3% below the level in Q1 2020. However,
non-farm employment is still 6% lower than at the time
the COVID-19 pandemic first started in the US and the
unemployment rate remains elevated.
The COVID-19 stimulus package will support further
recovery in the US and a return to full employment, which
the Biden administration hopes will happen next year. Given
this, some economists and market commentators voiced

other major advanced economies, helped by the vaccine

concerns over the pro-inflationary impact of the package.

rollout and, more recently, optimism related to the fresh

According to the OECD, the new fiscal stimulus will result in

US$1,900b stimulus package.

a 0.75 ppts rise in US inflation over the next two years.
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The Western Australian Economy
Recovery also continues in Western Australia, with state
final demand now 0.4% above the Q1 2020 level. Western
Australia is also one of the two states where payroll jobs
have more have than recovered from the COVID-induced
fall. Signs of a housing market boom are emerging, with
building approvals and housing loan commitments double
the levels from a year ago, though house prices are still
below their 2014 highs.

COVID-19 Vaccinations

OECD GDP Growth Forecasts for 2021

This would add to already heightened cost pressures due
to supply disruptions, evidenced by business surveys and
US producer price inflation readings in early 2021. While
these concerns are justified to some extent, the consensus
of central bankers and leading international financial
institutions is that, for a sustained rise in inflation, the US
unemployment rate would need to be much lower than it is
currently and wage growth should accelerate markedly.

The Australian Economy

In other major advanced economies, the pandemic
continued to be a drag on growth. This is evident particularly
in the euro area and Japan, where COVID-19 containment
measures were in place for most of Q1 2021 and the
vaccine roll-out has been particularly slow. Economic
recovery also came to a temporary halt in the UK but,
thanks to progress in vaccinations, the economic activity
picked up in March. In China, economic recovery continues
driven by the industrial sector.
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In Australia, real GDP rose by 3.1% in Q4 2020, which
follows an upwardly revised 3.4% increase in the previous
quarter. The Q4 increase was boosted by the 2020
Melbourne re-opening. Outside of Victoria, growth rates
normalised after the post-lockdown bounce in Q3.
Economic recovery continues in the first months of 2021,
despite the local snap lockdowns introduced in various parts
of the country. The level of employment has come back to
pre-pandemic levels. However, the unemployment rate, at
5.8%, is still well above the level that the RBA associates
with full employment.
The housing market continues to recover at a rapid pace,
helped by low interest rates, improvement in labour market
conditions and government homebuilding subsidy schemes.
Real estate prices are now at fresh record highs nationwide
and in most capital cities.

The faster than expected recovery saw another upward
revision to the state final demand forecasts by the
Department of Treasury WA. The Western Australian
domestic economy is now projected to grow by 2.25% in
2020-21 and by 3.75% in 2021-22, before slowing down
somewhat to 2.25-3.0% in the following two financial years.

Financial Markets
Concerns over the pro-inflationary impact of the US$1,900b
fiscal stimulus saw long-term government bond yields surge
in the first quarter of 2021. The surge was particularly sharp
in the US and Australia, and accelerated in mid-February
after the relief package was first approved by the US
Senate.
US 10-year Treasury yields have climbed to the highest
levels since early 2020, while their Australian equivalents
have reached two-year highs in late February, before pulling
back a little in March.
Due to their benchmark role in determining funding costs
and credit conditions, the rise in long-term government
bond yields sparked fears over a tightening in broader
financing conditions, affecting the leveraged sectors in
equity markets, particularly tech stocks. This added to the
potentially adverse impact of the re-opening of economies
on the demand for IT services.
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As a result, the NASDAQ is off its record high from midFebruary. Cyclical stocks, in turn, benefitted from improving
economic conditions, pushing the S&P 500 and the Dow
Jones to fresh all-time highs.
Despite improving economic conditions at home and good
earnings results, the ASX 200 underperformed compared
to almost all the major markets. It picked up by 3.1% in the
quarter, helped by the good performance of banking sector
stocks.

Commonwealth Government Bond Yields

RBA Government Bond Purchases

The ECB also reacted to the recent increase in government
bond yields, announcing that it would accelerate
government bond purchases in the second quarter of
2021. The Bank of Japan widened the tolerance band for
its 10-year yield target. The Fed, however, will continue
to purchase government bond yields at an unchanged
pace, shrugging off inflation concerns. This came despite a
significant upgrade of the FOMC’s GDP and inflation outlook
for this year and a downward revision in the unemployment
rate forecasts.

After climbing briefly above US$0.80 during intraday trade
on 24 February, the Australian dollar depreciated somewhat
and was down 1.2% against the USD for the quarter.
Iron ore prices have gained over the first three months of
2021 and, in early March, reached the highest levels since
2011 before slipping back.

Craig McGuinness

Concerns over higher inflation and the rapid recovery in the
labour market resulted in an emergence of expectations
for a cash rate hike as early as next year. 3-year
Commonwealth bond yields diverged from the RBA target,
forcing the RBA to return to purchases within its yield curve
control program. The RBA also made it more expensive
to short 3-year bonds, brought forward some of its bond
purchases under its QE program and dismissed cash rate
increase expectations. Thanks to these measures, 3-year
yields returned to the vicinity of 0.10% in mid-March and
cash rate hike expectations eased somewhat.

Patrycja Beniak

Chief Economist

Economist

AUD/USD Closing Rates
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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, have recently launched an inter-government
initiative to prepare a ‘marketable output’ to investors
in WA Government bonds that articulates the State
Government’s environment, social and governance
(ESG) credentials. A working group with representatives
from a broad range of State Government agencies
has been formed to bring together details of relevant
policy initiatives and infrastructure development that
demonstrate the State’s commitment to achieving
positive ESG outcomes – expressed succinctly within the
United Nations Sustainable Development Goals (SDG)
framework.
The initiative is a precursor to WATC coordinating
participation across government to establish a
Sustainability Bond Framework, which would provide the
State Government with the ability to consider financing
eligible projects with clear environmental and/or social
outcome objectives through the issuance of “Sustainability
Bonds” – in accordance with internationally established
protocols. Whilst the development of a Sustainability
Bond Framework has already been approved by the
Treasurer as part of WATC’s strategic development plan,
it was considered important to first clearly demonstrate to
investors in WA Government debt, with reference to an
established international framework such as the United
Nations SDG, that achieving positive ESG outcomes is
at the forefront of the WA Government’s policy agenda,
budgetary process and interaction with business.
Taking this course of action also reflects a need to
improve the State Government’s visibility in the ESG
space, in acknowledgement that Western Australia is
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currently better known internationally as a jurisdiction with
vast natural resources, rather than for having a proactive
policy on ESG related issues. This was highlighted to a
global audience in November 2019, when the Swedish
central bank divested all of its WATC bond holdings citing
environment concerns – an action that has since been
regularly referenced by market commentators.
The working group had its foundation meeting on
23 December 2020, and has since been collating material
on relevant ‘Projects’ the State is undertaking that are
expected to make a materially positive contribution to
the State’s overall ESG credentials. 'Project' is a broad
heading to describe a relevant activity such as specific
infrastructure development or infrastructure program,
partnership with or incentivising industry (including
relevant approvals or regulations), and targeted social
expenditure - provided this can be linked to a relevant
United Nations SDG indicator and an overarching State
Government Policy.
WATC is also engaging with investor representatives to
get a feel for the type of information and level of detail
investors in WA Government bonds might expect to see in
such an ESG credentials output.
For further information on this initiative, please contact
Richard McKenzie, Head of Strategy, on (08) 9235 9127
or rmckenzie@watc.wa.gov.au.

Richard McKenzie
Head of Strategy

United Nations Sustainable
Development Goals (SDG)
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New Corporate Treasury Services Team

25-Years of Service Awards

As part of WATC’s role as the State’s central financial services provider, we have restructured our
Client Services teams to improve how we deliver our products and services to clients.

On 18 December 2020, WATC’s Chairperson and WA Under
Treasurer at the Department of Treasury, Michael Barnes PSM,
acknowledged Ashley Barton, Treasury Operations Officer,
and Robert Beckett, Head of Information and Communications
Technology, for both having achieved the milestone of 25 years
of service working for WATC.

On 1 January 2021, a new Corporate Treasury Services branch was formed, merging our Client
Debt Finance and Investments branch and our Client Foreign Exchange and Treasury Services
branch.
The new Corporate Treasury Services branch now provides a single point of contact for all clients
for all WATC’s corporate treasury products and services, covering:
• Debt funding

• Financial and economic information

• Cash flow and liquidity support

• Treasury management services

• Financial risk management

• Training

• Financial investments

Ashley and Robert were presented with a certificate of
appreciation and a gift from WATC to acknowledge this special
achievement and to thank them for their contribution to the
organisation.
Since WATC was founded in 1986, 22 staff have now achieved
this special milestone.

Heading up the new Corporate Treasury Services branch is Lisa Brady, who brings a wealth of
financial market experience and will be ably supported by the existing staff.
Contact details for all Corporate Treasury Services team members, such as phone numbers and
emails, remain the same.
If you have any queries or if there is anything you would like to discuss, please do not hesitate to
contact your Client Relationship Manager or contact Lisa Brady on (08) 9235 9122 or
lbrady@watc.wa.gov.au.
(L to R) Eric Schuppli, Jameson Hick, Lisa Brady, Charlie Gilkes, Tamara Marsh, Michael Ehlers, Mladen Zaneta,
Sherly Rezky and Peter Garrity (Absent: Bruce Whyatt)
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(L to R) Michael Barnes PSM and
Ashley Barton

(L to R) Michael Barnes PSM and
Robert Beckett
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KangaNews Australasian
High-Grade Yearbook

COVID Liquidity Support
for Local Governments
and Universities

Western Australia and WATC recently featured in the KangaNews 2021 Australasian High-Grade
Yearbook promoting Western Australia and WATC to domestic and international fixed-income
investors.

In May 2020 WATC launched its COVID-19 Short Term Lending
Facility to assist Western Australian local governments and
state universities that have been financially impacted by the
pandemic. The facility provides approved clients access to low
interest, short-term loans to support operational liquidity, and
provides assurance that funds are available if needed. Since it
was introduced, WATC has approved $23.5 million in funding
under the facility.

WATC has participated in the KangaNews annual yearbook since its inaugural edition in 2015.
The theme of the 2021 yearbook was funding the post pandemic recovery. The yearbook
included:
• an issuer spotlight Q&A with Kaylene Gulich, WATC’s Chief Executive Officer.
• an Australian central borrowing authority roundtable discussion with contributions from
Kaylene and Vince Cinquina, Head of Financial Markets at WATC.
• an issuer profile of WATC.
If you would like a hardcopy of the yearbook, please contact Chris Rinsma on (08) 9235 9152 or
crinsma@watc.wa.gov.au or click on the image below to access an online copy.

Key features and benefits of the facility include:
• Funding is available through to 30 June 2021, with the
facility to be fully repaid or refinanced by 30 June 2023.
• No establishment fees or commitment fees.
• Low interest rate, which is calculated on the daily balance
outstanding. Interest can be paid monthly or can be
capitalised up to 30 June 2021.
• Government guarantee fee of 0.70% is waived.
• Simple operational process for deferral of existing loan
repayments to WATC.
With access to funding through the facility closing on 30
June 2021, if your WA local government or university needs
access to liquidity funding to ease cash flow pressures, please
contact Tamara Marsh, Senior Client Relationship Manager on
(08) 9235 9153 or tmarsh@watc.wa.gov.au.
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New Appointments

Lauren Burns
Lauren joined the Advisory Services team
as a Senior Corporate Finance Advisor
in February 2021. She has held a variety
of front office banking and credit roles in
London and Melbourne. Most recently,
Lauren was part of the founding team for
an alternative finance provider in London,
responsible for setting up their credit
function.
Prior to this, she held roles in credit and
relationship management in Westpac’s
Institutional Bank.
Lauren has a Master of Applied Finance
from Macquarie University and a Bachelor
of Commerce (first class honours)/Bachelor
of Arts from UWA. After living overseas
and interstate for almost a decade, Lauren
is enjoying rediscovering Perth (largely
through the lens of her two-year-old son!).
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Marcus Barnard

Paula Woldan

Mackenzie Buckingham

Marcus joined the Advisory Services team
as a Senior Corporate Finance Advisor in
February 2021, having worked in
investment markets for over 25 years.

Paula joined WATC in January 2021 as a
Human Resources Business Partner. She
comes with over 12 years HR experience in
the oil and gas industry.

Mackenzie joined WATC in January 2021
as his third rotation in the Department of
Treasury WA Graduate Program.

Most of his career has been spent as
a sell-side equity research analyst at
investment banks in London, covering the
UK Insurance and Miscellaneous Financials
sectors. Prior to this, he was a senior fund
manager running equity portfolios. He is a
qualified actuary and has also worked in
investor relations.

In addition to traditional HR roles, Paula
has worked in a diverse range of specialist
roles such as managing international
employee relations, expatriate mobility
management, workforce integration, and
implementation of ERP software.

Marcus relocated from London with his
family and they are enjoying the weather
and outdoor lifestyle that Perth has to offer.

Paula lived and worked in the United
States, Equatorial Guinea and Vietnam
before relocating to Perth in 2013.
In her personal time, Paula enjoys travelling
and spending time with her family.

Having moved to Sydney from Perth at a
young age, he returned to Perth with his
partner at the beginning of 2020 to take up
the role at the Department of Treasury.
Mackenzie holds a Bachelor of Applied
Finance and has previously worked for
Woolworths Group as a Digital Operations
Specialist.
Outside of work, he is an avid snowboarder
and enjoys travelling internationally in
search of the best conditions.
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Copland Leadership Program
Over the years, a number of WATC staff have participated
in the annual Committee for Economic Development of
Australia’s (CEDA) Copland Leadership Program, with
feedback from staff always very positive. As a result, when
the opportunity arose to host an Alumni event for past
participants of the program, WATC was pleased to be able
to provide the venue to support the program.

time, through its different campaigns, has been able to
change Australian culture in relation to being more sun
smart, which has significantly reduced the instances of skin
cancer from a generation ago. Ashley also pointed out that
there is still a long way to go in reducing many other types of
cancer, and inspired and challenged the Alumni to continue
to pursue initiatives to make positive changes in our world.

The Copland Leadership Program combines critical theory
and expert experience, and is a proven way to develop the
knowledge and thinking of emerging leaders.

Additional information on the CEDA Copland Leadership
Program and contact details are available on the CEDA
website.

In welcoming the Alumni to the event, WATC’s CEO Kaylene
Gulich provided a brief overview of WATC’s role in providing
leadership and financial management to the State.
Keynote speaker, Ashley Reid, Cancer Council WA CEO,
presented on how the Cancer Council over the course of

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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Photo: Julia Tolj, Partnerships & Collaboration Adviser, CEDA &
Ronnie Alexander, Copland Leadership Program Alumni lead, Western
Australia Police Force

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

