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Government net debt
Prior to COVID-19 Pandemic (2019)
The Australian Government is managing the impact of the pandemic from the position of having a strong balance sheet. This will

comfortably underpin the Government’s fiscal response. Post-crisis, the balance sheet position will continue to exhibit relatively
low net debt by global standards. S&P and Fitch have recently re-affirmed Australia’s AAA sovereign rating.
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Source: Treasury — MYEFO 2019-20, IMF fiscal monitor October 2019
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Issuance/Buybacks

As of 22 May 2020 AOFM issuance guidance to the market for the remainder of 2019-20 is as follows (next update early-mid July):

> Planned gross Treasury Bond issuance for this year is $130 billion. Weekly issuance via tender will continue at around $5 billion in
most weeks. No further syndications of new maturities are planned until after the next update to issuance guidance (see slide 3 for
2019-20 issuance to date).

» Subject to market conditions, three more tenders of Treasury Indexed Bonds (of around $100 million) are planned (see slide 4 for
2019-20 issuance to date of $1.3 billion).

> Treasury Notes issuance each week is expected to be $3-5 billion (see slide 6 for total outstanding over 2019-20).
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Source: AOFM. * Planned gross issuance of Treasury Bonds in 2019-20 is around $130 billion.
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Treasury Bonds on issue

The AOFM has reverted to a pattern of issuance it has used in the past when issuance programs were elevated. This involves
high volume issuance in the most liquid (high-demand) parts of the yield curve while supporting other parts of the market by
responding to demand and issuing in appropriate volumes. New maturities are established to support the futures contracts.
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Source: AOFM. As at 29 May 2020. The 1% 21 December 2030 Treasury Bond is not included in the June 10-year futures contract.
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Treasury Indexed Bonds on Issue

Amount shown is the face value unadjusted for changes in the CPI adjusted capital value of the bond
The AOFM has recognised the liquidity challenges facing the TIBs market over the past year in particular and will

continue to support this market. This means that prevailing market conditions and appropriate tender volumes will
remain important determinants of issuance decisions. The importance of regular issuance supply is acknowledged.
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Treasury Bonds on issue

The RBA’s monetary policy settings include purchasing Australian Government bonds to target a 3-year Australian Government
bond yield of 0.25 per cent. The RBA has also conducted Government bond purchasing to support the functioning of the bond
market. Its bond purchasing operations are being conducted through the secondary market. The RBA will undertake such
operations when necessary to achieve these objectives.
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Source: AOFM and RBA. As at 29 May 2020.
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Issuance of Treasury Notes

Treasury Note issuance is planned to be around $3-5 billion each week dependent on cash management needs.
The volume on issue will remain elevated for at least 2020-21. The AOFM will explore with intermediaries how
the functioning of the Treasury Note market can be improved.
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Treasury Notes — Maturity Profile

There are currently nine Treasury Note maturities on issue. Over time the maturity profile
will mean that maturities can be expected in most months.
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Australian Sovereign bond spreads

» Recent market changes have resulted in a reversal of the negative yield spreads on AGS relative to US Treasuries. The AGS
market will continue to look attractive to other core sovereign markets on an outright and hedged basis for many offshore
investors.

» The AGS domestic investor base continues to be dominated by bank balance sheets and fund manager allocations, which
re-engaged with the market early after the period of dislocation experienced in late March.

Sovereign bond yield curves Australia vs. US
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Resident and Non-resident holdings

Market value ASb
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Market Makers — Treasury Bonds

These institutions (listed alphabetically) have indicated that they make markets in Treasury Bonds.
The level of activity can vary between institutions.
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Further information

Website: www.aofm.gov.au Easy access to quoted yields

Address: Australian Office of Financial Management Web:
Treasury Building, Level 3, Newlands Street

Parkes ACT 2600 Australia www.rba.gov.au

Enquiries:  InvestorRelations@aofm.gov.au Bloomberg:

“AOFM Go” (Homepage)

“ACGB Govt Go” (TBs and TIBs)

“ACTB Govt Go” (TNs)

Thomson Reuters:

“AOFMINDEX” (Homepage)
“O#AUTSY=YBAU” (TBs)
“O#AUILB=YBAU"” or “O#AUTSYIL=" (TIBs)

“O#AUTNOTES=YBAU” (TNs)
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Disclaimer

The views expressed in this publication are commentary only, and should not be considered as advice.
You should not act in reliance upon the views expressed but should seek independent advice.

The Commonwealth of Australia and the authors disclaim responsibility for loss or damage suffered by any person relying directly, or indirectly, on this publication,
including in relation to negligence or any other default.

Copyright statement

Ownership of intellectual property rights in this publication
Unless otherwise noted, copyright (and any other intellectual property rights, if any) in this publication is owned by the Commonwealth of Australia.

Creative Commons licence

With the exception of the Commonwealth Coat of Arms (see below); the AOFM logo; the logos listed under ‘Market Makers’; and any information sourced from third
party copyright owners all material in this publication is licensed under a Creative Commons Attribution BY 4.0 International License. Third party data may not be
reproduced without the consent of the third party.

Creative Commons Attribution BY 4.0 International Licence is a standard form license agreement that allows you to copy, distribute, transmit and adapt this
publication provided that you attribute the work. A summary of the licence terms is available from https://creativecommons.org/licenses/by/4.0/. The full licence
terms are available from https://creativecommons.org/licenses/by/4.0/legalcode.

The AOFM's preference is that you attribute this publication (and any material sourced from it) using the following wording:
Source: Licensed from the Australian Office of Financial Management under a Creative Commons Attribution BY 4.0 International Licence.
The Australian Office of Financial Management does not necessarily endorse the content of this publication.

Use of the Commonwealth Coat of Arms

The terms under which the Commonwealth Coat of Arms can be used are published by the Department of the Prime Minister and Cabinet on its website
(https://www.pmc.gov.au/government/commonwealth-coat-arms).

Contact us

Enquiries regarding the licence and any use of this document please contact InvestorRelations@aofm.gov.au.
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