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Question 1

Please explain the impact of the variance between initial forecasts and the actuals of interest rates and
exchange rate on the entity’s investment strategy in 2013-14 and 2014-15.

Treasury Corporation of Victoria (TCV) does not forecast interest rates or exchange rates in
determining our investment strategy. However, TCV does provide interest rate forecasts to our
clients, from time to time, to assist them in determining the tactical timing of their funding
activities.

TCV is responsible for managing the State’s access to financial markets, ensuring the liquidity of
the State, and providing clients with access to investment products and treasury management
advice.

As part of our role in ensuring the liquidity of the State, TCV is required to hold a level of liquid
investments to meet the States liquidity requirements. The level of liquid investments is
determined according to policy endorsed by TCV’s Prudential Supervisor and the Department of
Treasury and Finance. These investments consist of securities issued by the Commonwealth of
Australia, other semi government authorities and Australian banking institutions.

Our liquidity investments are funded via the issuance of TCV debt and TCV deposit liabilities. To
reduce the interest rate risk of our investments, TCV seeks to invest our assets in alignment with
the source of the liability funding. Therefore, TCV does not rely on interest rate forecasts to
determine the investment strategy, but rather seeks to hedge and protect the value of the TCV
balance sheet by closely matching investments with our liability maturities.

While the performance of these hedges is affected by the relative movement of interest rates,
TCV does not forecast these changes.

In regards to foreign exposures, TCV does not invest in foreign currency investments or maintain
unhedged exposures to foreign currencies. All foreign currency exposures are required to be
managed once certainty in timing, amount and value are known.
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CONTACT DETAILS

Organisation: TCV ...t e e e e e e e e e e aeaas

Contact Officer: Mark ENgeman. .. ... e e e e e

Position: Deputy Managing Director

Contact numbers: Telephone: 9651 4875.......c.oiiiiiiiie e

Fax: 9651 4880.......oiriiiiie e

E-mail m.engeman@tCv.ViC.gOV.aU..........oevvivinieanianannnn.

The completed questionnaire must be returned by no later than COB, Friday, 15 January 2015.
Please return the response (including an electronic version) of the questionnaire to:

Phil Mithen

Acting Executive Officer

Public Accounts and Estimates Committee
Level 3, 55 St Andrews Place

EAST MELBOURNE VIC 3002

Telephone: 03 8682 2870
Fax: 03 8682 2898

Email: paec@parliament.vic.gov.au

For inquiries on this questionnaire, please contact the Executive Officer or:

Bill Stent Alejandro Navarrete
Research Officer Research Officer
03 8682 2862 03 8682 2876

For Official Use Only



	PUBLIC ACCOUNTS AND ESTIMATES COMMITTEE
	2013-14 and 2014-15 Financial and Performance Outcomes – entity-specific Questionnaire
	treasury corporation of victoria
	Question 1

	Contact Details



