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Dear Steve,

In response fo your request to share the Australian Office of Financial Management's (AOFM'’s)
experience with transacting domestic interest rate swaps during the period up to mid- 2009, I offer

the following observations.

The AOFM's operations take into account a range of risks, including funding, market, credit and
operational. This involves comprehensive and carefully structured financial risk management,
assurance, reporting, financial administration and accounting activities.

In November 2008, the AOFM commenced a program to unwind its portfolio of domestic interest
rate swaps (to receive fixed / pay floating rates). At that time, the portfolio comprised 177 swaps
with a notional face value of $20.65 billion. The program was largely completed by May 2009,
when the AOFM stopped actively seeking terminations. In total, 130 swaps were unwound (by
paying fixed / receiving floating rates) representing a notional face value of $15.25 billion.

The tenor of these swaps ranged from 0.18 years to 8.25 years, with an average of around 4 years.
For your information a list of the each of the terminated swaps is attached to this letter.

Based on the AOFM’s experience of that time, I also offer the following general observations
regarding these fransactions:

1. Despite the wide spread of maturities, market liquidity could best be described as ‘thin’ during
the onset and immediate aftermath of the financial crisis; and

2. Executing the swaps in a significantly shorter time period would, in our view, have been
problematic.

The AOFM's swap termination program and the manner in which it was undertaken are a matter
of public record. Further information can be found in the AOFM's 2008-09 Annual Report.

Kind regards,

Michael Bath
Director, Financial Risk

5 January, 2015

Treasury Building Langton Crescent CANBERRA ACT 2600 » Telephone: 02 62631136 Facsimile: 02 6265 2111




{AOFM Swap Termlnations
Deal Number | Effective maturlty date | Original maturity date face value Tenor
575 17-Feb-09 B-ppr-09 100,000,000 0.1¢
582 24-Feb-09 21-May-09 100,000,000 0.2
613 24-Feb-09 16-Feb-100 100,000,000 08
617 19-Mar-09 23-Mar-10, 100,000,000 1.01
624 20-Mar-09 BApr10] 100,000,000 11
633 14-0ct-08 11-ul-10| 100,000,000 174
639 20-May-09 13-Jul-10] 100,000,000 115
64 17-Feb-09 1Bul-10( 100,000,000 141
643 24-Feb-09) 25-Jul-10 100,000,000 1.4
644 19:War-09 28Jul-10) 100,000,000 136
645 18-Mar-09 03-Aug-10, 100,000,000 1.3¢
646 18-May-09 08-Aug-10] 100,000,000 42
648 17-Feb-09 16-Aug-10 100,000,000 149
549 20-May-09) 18-Aug-10] 100,000,000 1,25
652 26-May-09 30-Aug-10 100,000,000 1.26
653 12-May-09 01-Sep-10 100,000,000 1.34]
655 12-May-09 15Sep-10) 100,000,000 135
657 26-May-09 11-Oct-10] 100,000,000 1.3¢|
658 2-Feb-09 13-0ct-10 100,000,000 163
659 18-May-09 200ct-10] 100,000,000 142
661 06-May-09 26:0ct-101 200,000,000 1.47
662 18-May-09 02-Nov-10 100,000,000 146
664 12-May-09 10-Nov-10, 100,000,000 150
666 26-May-09) 22-Nov-10} 150,000,000 149
668 21-May-09 29-Nov-10, 100,000,000 153
669 08-May-09 05-Dec-10 200,000,000 158
3387 22-May-09 16-Jul-11 300,000,000 2,15
3563 20-Mar-09 16-Aug-11| 100,000,000 241
3710 22-May-09 12Sep-11| 100,000,000 231
3775 12-Oct-41| 100,000,000 284
3995 15-Nov-11 100,000,000 2.66
10200, 13-0c-13) 100,000,000 4.7
10222 15-0ct-13] 200,000,000 4.47
10322 240012 100,000,000 3.
10389 31-Oct-13 100,000,000 4.23
20671 07-Nov-13 100,000,000 453
10771 17-Nov-12{ 100,000,000 3.76
10818 20-Nov-13 100,000,000 472
10925 28Nov-12| 100,000,000 3.62
10980 02Dec13 100,000,000 483
11234 10-Dec-12l 100,000,000 3.8
11661 21-Jan-14] 200,000,000 5.0
11749 30-Jan-13 100,000,000 3.78
11789 03-feb-13] 100,000,000 3.73|
11903 12-Feb-13; 200,000,000 3.82)
11979 20Feb-13 100,000,000 3.85)
12015 25-Feb-13 100,000,000 3.85
12314 05-Mar-13 100,000,000 4.01)
1233 10-Mar-13] 200,000,000 4.1
12438 19-Mar-13 100,000,000 3.95
12493 29-Mar-13 100,000,000 4.07
12500, 30-Mar-13 200,000,000 4,21
12636 0B-Apr-13] 100,000,000 3.95
12662 15-Apr-13 100,000,000 3.9
12698 21-Apr-13 100,000,000 4.05§
12702] 22-Apr-13 200,000,000 4.37]
12747 30-Apr-13 150,000,000 4.36
12769, 04-May-13 200,000,000 4.37
12841 13-May-13] 156,000,000 4,19
12880, 19-May-13 200,000,000 4,27
12943 25:May-13] 200,000,000 445
13119, 08-Jun-15 100,000,000 6.25)
13173 10-tun-15 100,000,000 6.07
13202 17-}un-15 100,000,000 6.37
13211 18-jun-15 100,000,000 6.27)
13488 16-Jul-15 100,000,000 b.29)




19-Mar-09 211013 100,000,000
04-Feb-09) 22-Jul-13 100,000,000
15-Apr-09 2013 100,000,000
13-Mar-09 26-1ul-13 100,000,000
02-Feb- 27-ul43| 100,000,000
05-May-09 28u-13| 200,000,000
05-Mar-0 30-ul-15| 100,000,000
15-Apr-0 05-Aug-15| 150,000,000
22-Dec 12-Aug-13 150,000,000
21-Apr- 18-Aug-1S| 150,000,000
02-Feb- 20-Aug-ts| 150,000,000
02-Apr-C 26-Aug-13 100,000,000
22-Dec-08 03-5ep-13 150,000,000
04-Feb- 07-Sep-13| 100,000,000
20-Feb-09 09-Sep-15| 200,000,000
22-Dec:d 17-5ep-13| 150,000,000
19-Mar-0 22Sep-15( 100,000,000
30-Mar-0 2-sep13( 100,000,000
20-Apr-09 08-Apr-15 100,000,000
13-Jan-09 13-Apr-15| 100,000,000
29-Apr-09] 20-Apr-15 100,000,000
30-Mar-09 2-Apras| 100,000,000
18-Feb-09, 29-Apr-15 100,000,000
15-May-09) 05-May-15( 200,000,000
08-Apr-09 10-May-15) 100,000,000
14-Jan-09) 25-Jan-15[ 100,000,000
08-May-09 28an-15| 150,000,000
01-Dec-08 O1-Feb-15 100,000,000
02-Apr-09] 04-Feb-15 100,000,000
02-Apr-09 09-Feb-15 100,000,000
05-Mar-09 14-Feb-15( 100,000,000
13-Mer-03 15-Feb-15 200,000,000
02-Feb-09 23Feb-15( 100,000,000
21-May-05) 09-Mar-11 150,000,000
02-Apr-09 31-Mar-11l 200,000,000
21-Apr-09 13-Apr-11 200,000,000
26-Viay-09 O4-May-11} 100,000,000
03-Mar-09 17-May-17| 100,000,000
26-May-09 26-Jun-11 100,000,000
17-Feb-09) 14-Jul-11] 100,000,000
18-Feb-09 190ul-1f 100,000,000
19-Mar-09 11-Aug-11 100,000,000
26-May-09 16-Aug-11 100,000,000
28-Apr-09 20-Sep-11 100,000,000
09-Apr-09| 03-Apr-17 100,000,000
09-Jan-09) 10-Apr-17 100,000,000
17-Mar-09 12-Apr-17, 100,000,000
01-Apr-09 20-Apr-17, 100,000,000
08-Apr-09 25-Apr-17] 100,000,000
21-Apr-09 07-May-17| 100,000,000
06-Viar-09 15-May-17] 200,000,000
02-Mar-09 17-May-47] 100,000,000
07-May-09 30-Nov-14 100,000,000
17-Dec-08, 01-Dec- 100,000,000
17-Dec-08) 08-Dec-1i 100,000,000
15-May-09) 13-Dec-11 200,000,000
29-Apr-09 15-Jan-11] 100,000,000
24-Nov-08! 24-Jan-11 100,000,000
17-Dec-08] 14-Feb-11 100,000,000
17-Dec-08 14-Mar-13] 100,000,000
17-Dec-08] 19-Mar-11 100,000,000
07-Apr-09 18-Apr-11 100,000,000
13-Feb09l . . 18Apr1l] 100,000,000
. 19-Feb-08] n L 18-Apr-1 100,000,000
i | 22-Dec-08 o 1gapry 100,000,000







