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2008 Take Aways

m Capacity constraints will continue to determine
growth prospects = capital works and reforms to
expand capacity

m Interest rates or tax cuts = tough call!
m Managing State finances

— same factors driving revenue are now driving costs

— will continue to involve mutually exclusive choices =
think of your household’s choices

m Financial volatility will continue to mask robust
fundamentals = long run focus the key
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The World
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INDUSTRIAL PRODUCTION & GOODS TRADE

Global, Annualised Three-Month Percent Change
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Source: IMF Jan 09 WEO Update
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OFFICIAL INTEREST RATES
Monetary Policy Targets, National Definitions

0 _
% New Zealand

8% -

o) |
0 Australia
. _lﬁ_l.‘m

5% -

1|

4% -

3% -
Euro area
2% -

1% -

0% "u—. | | |—| Japan ‘

Feb-99 Feb-01 Feb-03 Feb-05 Feb-07 Feb-09

Source: Central Banks (via Datastream)

Department of Treasury and Finance

% Inspired professional people | Independent advice | Innovalive services |



GENERAL GOVERNMENT FISCAL BALANCES
As % GDP
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Global Policy Responses

B Symptoms vs Causes

m Short term solutions might be mid term
problems
— “L” rather than “U” shaped scenario
— “Economic Nationalism” Risk

m Substantial Structural regulatory reform required
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2008 and 2009, World Economic Outlook
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GROWTH IN WA's KEY EXPORT MARKETS
Weighted Average Economic Growth, % Change
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The Nation
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Australian Policy Stand

m Role of Commonwealth Government
— Monetary Policy

— Fiscal Stimulus
= Tax
= Transfers
= Timely, Targeted, Temporary

m Role of State Government
— Partnering with the Commonwealth

— Removing impediments to growth
= Regulatory
= Approvals

— Prepare for next economic upturn

= |nfrastructure
= \Workforce
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NET DEBT TO REVENUE RATIO
Western Australia and Commonwealth
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The State
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Where are we headed

m WA’s economy will be affected

— Financial now beginning to translate into real
economies

— News will get worse before it gets better

— But our fundamentals are sound

Department of Treasury and Finance

Inspirad professional people | Independent advice | Innovative services |




50%

40%

30%

20%

10%

0%

ECONOMIC ACTIVITY COMPARED
2007-08, As % Gross State/Domestic Product

Mining

47%

Exports Business Investment

" Western Austrlia M Australia
Source; ABS Cat. 5220

Department of Treasury and Finance
Ingpired professional people | Independent advice | Innovalive sefvices

R



BUSINESS INVESTMENT BY SECTOR
Western Australia, Quarterly, Original
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WA ENGINEERING CONSTRUCTION
Work Yet To Be Done, Quarterly
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EXPORT AND IMPORT PRICES
Western Australia, Quarterly, 2004-05 = 100

Index
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WA COMMODITY PRICE INDEX

US Dollars, Royalty Weights
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GSP GROWTH
Real, Nominal and Forecast
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UNEMPLOYMENT RATES
Western Australia and Australia, Trend
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GST SHARE
Western Australia, 2008-09 Mid-year Review Estimates
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UNDERLYING TRANSFER DUTY
Monthly, Western Australia
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NET OPERATING BALANCE
WA General Government
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NET DEBT POSITION
30 June 2008, Total Public Sector
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NET DEBT POSITION
Total Public Sector
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Cuts may force families
to wash, feed patients

ROBERT TAYLOR
STATE POLITICAL EDITOR
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WA Policy Challenges

m Structure of State’s finances and service
delivery needs rebuilding

m Government day-to-day expenses
— Up 45% over the past 5 years
— 5.6% per head annually
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Spending

m Health up 50%

— 8.5% in annually
— 6.3% per person each year

m Education up 42%
— 7.3% annually
— 5.2% per person each year

m Law and order up 66%
— 10.6% annually
— 8.5% per person each year
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Efficiency

® Productivity in hospitals has gone from
best to worst (1996/97 to 2004/05)

m 2nd highest spend per student (though
teacher spend is comparable)

m Spend on Police is 15% higher than the
national average




Outcomes

m 4.6% of patients waiting a year + for elective surgery in
WA — nationally its 3.1%

m Indigenous access to health services improved
nationally but worsened in WA

m WA students’ test performance (reading, writing,
spelling) and participation below the other States

m WA'’s perceptions of “crime where we are” are the worst
for housebreaking and second worst for physical assault
In a public place seventh in general satisfaction
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AAA Credit Rating

S&P’s Net Financial Liabilities as Share Revenue

2008-09 2009-10 2010-11 2011-12 S&P rating Threshold
% % % % %

Western Australia 514 63.9 70.8 80.2 a0
New South Wales 100.7 99.6 97.1 98.8 120-130
Queensland 79.2 99.6 109.5 111.6 100-110
Victoria 66.7 75.8 82.4 89.0 130
South Australia 86.7 94.4 91.2 85.6 80-90
Tasmania 99.5 101.6 101.5 96.1 60-70 to get back to AAA
Commonwealth 26.6 n.a. n.a. n.a.
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Since Mid-year Review

m Further falls in the revenue base (eg.GST)

m Further deterioration in financial
aggregates in prospect

B COAG/Federal stimulus package

Department of Treasury and Finance

Inspirad professional people | Indapendant advice | Innovalive Servi cas |




2009 Take Aways

m Structural Policy challenges internationally

m News will get worse before it gets better as
financial translates into real economies

@ Commonwealth Government to lead economic
stimulus

— It has the fiscal muscle and policy levers

m Structure of State’s finances and service
delivery needs rebuilding
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