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Key Terms of the Debt Security 

A particular series of Commonwealth Treasury Bonds represents an 

investment in debt securities issued by the Australian Government 

under Section 4 of the Commonwealth Inscribed Stock Act 1911.   

Commonwealth Treasury Bonds are medium to long term debt 

securities issued by the Australian Government.   

Treasury Bonds pay a rate of interest that is fixed for the life of the 

security. Interest payments are made every six months.   

On the maturity date, the last interest payment and the face value 

amount of the Treasury Bonds are paid to the investor.  

The Australian Government is liable to make these payments. 

Treasury Bonds are traded on the ASX in the form of CHESS 

Depository Interests (CDIs) and are known as Exchange traded 

Treasury Bonds. 

Credit Strengths 

 Obligations of Exchange traded Treasury Bonds are backed by 

the Commonwealth of Australia (Australia) which has sovereign 

powers to raise revenue through taxation. 

 Australia currently has a relatively low level of public sector net 

debt of around 19% of gross domestic product (GDP) and which 

is expected to peak at 19.8% in 2018-19. 

 Australia has stable government institutions and a strong 

financial system. 

Credit Risks 

 Economic growth is expected to have slowed in the current fiscal 

year due to weather related events but is expected to rebound in 

subsequent years. 

 A return to budget surplus will depend upon the political capacity 

of the Government to achieve that outcome over the medium 

term, challenged by a one seat majority in the lower house and 

an intransigent Senate.  

 Australia is reliant on international capital markets and investors 

to fund the current account deficit. 

 Demographic and ageing trends will continue to place long term 

pressure on social expenditure including health and pensions. 

Creditworthiness of Security Issuer 

Australia’s total debt is at the lower end of the international spectrum 

of sovereign debt to GDP ratios. Nevertheless, indebtedness is 

increasing and Australia is moving in the wrong direction in 

international rankings. The government’s stated intention is to 

achieve a budget surplus in the medium term and to focus on 

reducing debt thereafter. While the Budget sets out the plans to 

achieve these objectives, the timing remains at the end of the four 

year forward estimates period, as has become the pattern.  

Moreover, following the general election in July 2016, the 

government’s position in the House of Representatives has been 

weakened to just a one seat majority and the cross bench in the 

Senate has increased in size to 21 members from 18 in the previous 

parliament. No one party holds a majority of cross bench seats.  

The government will be challenged to implement any significant 

budget measures and economic reform unless it can reach 

consensus with the opposition or cross bench senators. There is a 

real risk that the budgetary position will continue to drift over the term 

of the current parliament or even deteriorate further. 

The 2017 Budget forecasts net debt to peak at 19.8% in 2018-19 

(previously 19.2% of GDP in 2017-18) and fall to 8.5% by 2027-28 

(9.1% of GDP by 2026-27).  Gross debt is forecast to peak at $725 

billion in 2027-28 ($640 billion by 2026-27). The 2016 estimates in 

turn were higher and pushed out one year further than in the 2015 

Budget and reflect the government’s inability to pass necessary 

spending cuts and revenue raising initiatives. 

The debt of the Commonwealth is denominated in Australian dollars 

and there is no exposure to any foreign currency debt obligations.  

The maturity profile of the Commonwealth’s debt is spread across a 

spectrum of 1 to 30 years and there is a strategy to lengthen the debt 

maturity profile of the Commonwealth. 

The AAA rating of the Exchange traded Treasury Bonds could 

change if the economy slows significantly more than expected or if 

the fiscal direction of the Government changes dramatically. 

Australia’s structural current account deficit creates reliance upon 

funding from international markets. 

Key Financial Statistics 

 FY2017 FY2018 FY2019 FY2020 FY2021 

$ billion Estimate Estimate Estimate Projected Projected 

Receipts  405.7 433.5 462.5 496.9 526.3 

Payments 405.7 433.5 462.5 496.9 526.3 

Underlying 
cash 
balance  -37.6 -29.4 -21.4 -2.5 7.4 

Per cent of 
GDP -2.10% -1.60% -1.10% -0.10% 0.40% 

Peak debt 
level ($b) 

          
546.9  

        
584.6  

        
624.7  

        
647.0  

        
641.7  

Per cent of 
GDP 31.29% 32.12% 32.98% 32.63% 30.84% 

 

Source:  2017 Budget Statements 1, 2, 3 and 4  

Credit Rating  

The ‘AAA’ credit rating of the November 2029 Exchange 

traded Treasury Bonds reflects the credit quality of the 

Commonwealth of Australia, as the issuer and sovereign 

government of Australia. 

 

Product Complexity 

The ‘GREEN’ Product Complexity Indicator assigned to the November 

2029 Exchange traded Treasury Bonds indicates that the terms and 

conditions of the security are simple and straightforward.  
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Credit Rating Scale 

This Credit Rating Research Report is based on publicly available 

information only and did not involve any meeting or engagement with 

the issuer. 

The Australia Ratings credit rating is an opinion about the 

creditworthiness of a specific debt security. It takes into account the 

creditworthiness of the organisation and any guarantees or other 

forms of credit enhancement on the obligation.  

Australia Ratings defines creditworthiness as the probability of 

default of an issuer on its obligations in relation to a particular 

security. It is not a recommendation to buy, sell or hold a particular 

security. 

 

 

Product Complexity Indicator

Disclaimer 

This report was prepared solely by Australia Ratings Pty Ltd. ASX did 

not prepare any part of the report and has not contributed in any way 

to its content. The role of ASX in relation to the preparation of the 

research reports is limited to funding their preparation, by Australia 

Ratings Pty Ltd in connection with the ASX Debt & Hybrid Research 

Scheme.  

ASX does not provide financial product advice. The views expressed 

in this research report may not necessarily reflect the views of ASX. 

To the maximum extent permitted by law, no representation, 

warranty or undertaking, express or implied, is made and no 

responsibility or liability is accepted by ASX as to the adequacy, 

accuracy, completeness or reasonableness of the research reports. 

Australia Ratings has made every effort to ensure the reliability of the 

views and rating expressed in this report and those published on its 

websites. Australia Ratings research is based upon information 

known to us or which was obtained from sources which we believed 

to be reliable and accurate at time of publication. This report has 

been prepared on publicly available information and the rating is a 

point in time assessment as of the report date.  The rating will only 

be reviewed after the next Federal budget. 

This report is prepared for general information only, and as such, 

individual circumstances have not been taken into consideration. 

Individuals should therefore discuss, with their financial planner or 

advisor, the merits of each rating for their own specific circumstances 

and realise that not all investments will be appropriate for all 

subscribers.  

To the extent permitted by law, Australia Ratings and its employees, 

agents and authorised representatives exclude all liability for any loss 

or damage (including indirect, special or consequential loss or 

damage) arising from the use of, or reliance on, any information 

within the report whether or not caused by any negligent act or 

omission. If the law prohibits the exclusion of such liability, Australia 

Ratings hereby limits its liability, to the extent permitted by law, to the 

resupply of the said information.  

Copyright 

Australia Ratings has licensed this rating and product complexity 

indicator to the ASX. No part of this report may be reproduced or 

republished, in any form or by any means, including electronic or 

mechanical methods, without the prior written permission of Australia 

Ratings. Organisations and individuals wishing to do so should 

contact Australia Ratings to discuss appropriate licensing of the 

material. 

Financial Services Guide 

The Financial Services Guide provides information about Australia 

Ratings to help you decide whether to use the services it offers. For 

more information about the Financial Services Guide, visit our 

website.  

Contact Information 

E-mail: info@australiaratings.com 

A Product Complexity Indicator is a colour coded indicator to help 

differentiate debt securities which may have similar credit attributes. 

It helps highlight complexity in the terms and conditions of a 

security that could rise to unanticipated variability or change in the 

returns from the investment. 

Credit Rating & Product Complexity Methodology 

Australia Ratings methodology for its research as part of the ASX 

Research Scheme can be downloaded from the Australia Ratings 

website – www.australiaratings.com.  
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