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Commonwealth of Australia’s rating reaffirmed
at ‘CareEdge AA+/Stable’

Issuer rating (Long-Term Foreign Currency) CareEdge AA+/Stable (Unsolicited)

CareEdge Global has reaffirmed the Long-Term Foreign Currency issuer rating for the
Commonwealth of Australia at ‘CareEdge AA+/ Stable’ (Unsolicited).

Rationale

The rating’s reaffirmation stems from Australia’s strong credit position, supported by a diverse
economy, sound fiscal position, and a robust institutional framework. This is further bolstered
by a well-capitalised banking sector and a credible policy framework.

Australia’s medium-term growth outlook remains favourable, with real GDP expected to
average 2.2% over 2026-2030, comparing favourably with most advanced economy peers.
The economy has demonstrated resilience to external shocks, supported by a strong labour
market. Unemployment remained low at 4.2% in 2025, below the pre-pandemic range of 5-
5.5%, supporting household income and domestic demand.

Fiscal metrics are projected to remain sound. General government debt is estimated at
~51.4% of GDP in 2025 and projected to gradually decline to ~49.4% by 2031, staying lower
than other advanced economies. Further, the fiscal profile benefits from high debt affordability
with interest-to-revenue averaging 5.3% over during 2020-2024. Following fiscal expansion
in 2024 and 2025, the deficit is projected to decline gradually over the medium term.

The banking sector remains strong, supported by prudent supervision and a sound regulatory
framework, reinforcing financial stability. Australia’s strong institutional framework and
credible policy setting continue to support macroeconomic stability and effective policy
implementation.

However, these strengths are partially offset by significant trade exposure to China, high
external debt of 94% of GDP in 2025, a negative net international investment position of
-22.4% of GDP over the same period, as well as housing sector imbalance.

Outlook: Stable

Australia’s stable outlook reflects expectations of fiscal discipline with relatively low gross
general government debt and a gradual reduction in fiscal deficit over the medium
term. Growth is projected at 2.2% over 2026-2030, underpinned by a gradual recovery in
private consumption and continued strength in the labour market.
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Upside scenario

A marked improvement in external metrics, including a sustained reduction in external debt,
would support a positive outlook. Economic resilience would be enhanced by stronger-than-
expected economic growth and a steady decline in housing sector imbalances, supported by
effective government initiatives. Furthermore, diversification of trade beyond traditional
partners would strengthen external resilience and reduce concentration risks.

Downside scenario

The fiscal profile could weaken if general government gross debt increases significantly and
remains above current projections. Additionally, a wider-than-expected current account deficit
and rising external debt may heighten external vulnerabilities, particularly if key trading
partners experience an economic slowdown. High household debt also remains a concern, as
it could weigh on banks’ asset quality and pose risks to financial stability.

Key rating drivers

Economic structure & resilience

Australia’s economic structure is supported by its large economic size, high-income levels, a
diversified economic base (with the services sector accounting for around 66% of total value
added), low growth volatility, and a high degree of resilience. Competitiveness and innovation
are the key strengths of the economy. The mining industry, representing 9.9% of GDP in
2025, is a key sector that plays a vital role in the country's economic structure. Australia is
one of the top destinations for renewable energy investments.

Following subdued growth of 1% in 2024, primarily supported by public demand, economic
activity strengthened in 2025 as private domestic demand recovered. Real GDP grew by
around 2% y-o-y in 2025, with growth gradually shifting toward private domestic demand,
supported by a recovery in real household disposable income. The labour market conditions
remain strong, with unemployment at 4.2% in 2025 vs the pre-pandemic level 5-5.5%. Over
2026-2030, growth is projected to average 2.2%, comparing favourably with the advanced
economy average of 1.6%.

However, persistently weak labour productivity growth represents a structural constraint on
Australia’s medium-term growth prospects. Additionally, trade linkages with China, low labour
productivity growth, and high housing prices partly offset these strengths.

Fiscal Strength

Australia’s strong fiscal profile is highlighted by low debt levels (estimated at ~51.4% of GDP
in 2025), sound debt affordability (interest payments to revenue of ~6.2% in 2024), and
comfortable access to external funds. Additionally, the Future Fund (Sovereign Wealth Fund)
plays a crucial role in enhancing fiscal stability by managing long-term liabilities and generating
investment returns.
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Following a period of fiscal consolidation, the fiscal deficit widened to -1.6% in 2024 and is
estimated to increase further to -3.2% of GDP in 2025, reflecting discretionary cost-of-living
support, infrastructure spending, and softer revenue growth. Thereafter, the deficit is
expected to gradually narrow over the medium term, supported by restraint in operating
expenditure, reforms in the care and disability insurance sectors, and the infrastructure
spending normalises.

Committed expenditure on employee compensation, subsidies, and net social benefits (~65%
of total expenditure) limits the fiscal space and is likely to face additional pressure from ageing
demographics, healthcare-related spending, defence outlays, as well as spending on climate
transition and net-zero commitments by 2050.

External position & linkages

Australia’s external profile is characterised by persistent current account deficit, largely driven
by primary income deficit, reflecting dividend and interest payments to foreign investors. The
current account recorded surplus temporarily during 2020-2022, following a broadly balanced
position in 2019. As commodity prices normalised and demand from key trading partners
moderated, the current account slipped back into a deficit, at -2.2% of GDP in 2024 (from
-0.4% in 2023). The deficit widened further to -2.6% of GDP in 2025, reflecting lower bulk
commodity export prices and rise in imports of goods and services. Over 2026—-2030, the
current account deficit is projected to average around -2.3% of GDP, while remaining below
the historical average.

Further, the external position is weighed by high external debt, low FX reserve buffers, and a
negative net international investment position (NIIP), though the status of the Australian
dollar as an actively traded currency and deep financial markets partially offset these risks.

Australia’s net international investment position remains negative, at -22.4% of GDP in 2025,
although it is improved compared with the pre-pandemic average (below -50% of GDP). Gross
external debt remains elevated at ~94% of GDP in 2025.

These vulnerabilities are mitigated by the structure and currency composition of the external
balance sheet. A significant portion of external debt is denominated in the domestic currency
or effectively hedged, limiting the exchange rate risk. Moreover, net external liabilities are
considerably lower than gross external debt as a share of GDP, reflecting substantial foreign
asset holdings by Australian households and institutional investors.

Australia continues to attract foreign direct investment, supported by a stable macroeconomic
framework, transparent institutional setting, and broad-based economic structure spanning
mining, agriculture, and technology. Net FDI inflows stood at ~2% of GDP in 2025.
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Monetary & financial stability

Australia has a floating exchange rate regime and benefits from its actively traded currency
status. The Australian dollar enjoys significant liquidity and acceptance in international
markets.

After peaking in 2022, inflation eased through the first half of 2025, supporting a gradual
loosening of the monetary policy. In the second half, price pressure resurfaced, driven by
rising housing and service costs, as well as temporary factors such as the end of energy
rebates. Headline inflation reached 3.8% y-o0-y, with core inflation at 3.4% y-o-y, in January
2026. Following the February 2026 rate hike, the Reserve bank of Australia (RBA) is expected
to implement up to two further increases this year. Inflation is projected to gradually return
to the target range, approaching the midpoint of 2-3% by late-2027.

Australia’s stock market capitalisation to GDP reflects investor confidence in the economy. The
banking sector is well-capitalised, with a low non-performing loan ratio 1.2% as of Q2 2025.
Household debt remains high at ~176% of disposable income in 2025, though easing, and
presents a potential risk to bank asset quality. To address the recent pickup in riskier mortgage
lending and pre-empt the buildup of housing-related vulnerabilities, the Australian Prudential
Regulation Authority introduced a debt-to-income limit in November 2025. Overall, credit risks
from households, corporates, and commercial real estate appear contained.

Institutions & Quality of Governance

Australia’s institutional framework is robust, underpinned by well-established regulatory
systems and high governance standards. The country ranks in the 90th percentile for five of
the six World Bank’s Worldwide Governance Indicators (WGI). These scores reflect a
commitment to the rule of law, accountability and transparency, creating a favourable
environment for economic development and foreign investment.

The Australian government has maintained policy continuity in the past, as indicated by the
May 2025 federal election under the Albanese government. However, the recent rise in the
strength of minor parties in the parliament warrants close, it will be important to monitor
potential implications for the future policy framework.
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Australia — Select Indicators

Economic Indicators

usD
Billion

USsD 57,541 | 60,322 | 61,510 | 61,305 | 60,924 | 61,261 | 61,805 | 62,387

Nominal GDP

GDP Per Capita
(Constant-PPP)

1,363 1,656 1,725 1,742 1,795 1,840 1,948 2,036

Real GDP Growth % 2.0 5.4 4.2 2.1 1.0 2.0 2.1 2.2
GFCF/GDP % 228 226 232 233 243 ] - -
S;gis;gz/"é‘:)e;t'c % 25.7 26.7 28.9 28.2 26.4 ; ; ;
Exports (G&S)/GDP | % 23.9 22,0 25.5 26.7 2.6 - - -
Working-Age (15-

64) Population (% % 65.1 64.8 64.7 64.6 64.4 64.2 64.0 63.8

Share in Total)
Old-Age (65+)
Population (% % 16.3 16.7 17.1 17.4 17.7 18.1 18.5 18.8
Share in Total)

Fiscal Indicators — General Government

Fiscal Balance/GDP % -8.7 -9.2 -3.7 -0.9 -1.6 -3.2 -2.9 -2.0
Revenue/GDP % 35.7 34.8 35.5 35.9 36.5 36.6 36.8 36.7
Expenditure/GDP % 44.4 44.1 39.3 36.7 38.2 39.8 39.6 38.7
GG Gross Debt/GDP % 57.1 57.9 52.8 48.9 50.0 51.4 51.5 51.2
GG External Debt

(by Creditor)/GG % 26.5 23.2 219 22.2 20.9 - - -
Gross Debt

Interest/Revenue % 5.2 4.8 4.8 5.8 6.2 - - -

External Indicators
Current Account

Balance/GDP % 1.7 2.3 0.3 -0.4 -2.2 -2.6 -2.1 -2.2

II:anf(,)wN:/tGDP % 1.3 1.9 3.9 2.0 3.0 2.0 - -

S:Eﬁﬁ:i';‘:'/”GgDEH % 1031 | 976 86.4 86.9 93.2 95.6 - -

NIIP/GDP % -59.4 -37.7 -37.2 -30.0 -23.0 -22.4 - -

Foreign Exchange usb 43.0 58.6 57.9 64.2 63.6 753 - -

Reserves Billions

Import Cover Months 2.0 2.3 1.8 2.0 1.9 2.1 - -

External Debt/GDP % 106.1 99.4 88.5 87.8 96.7 94.0 - -
Monetary and Financial Indicators

CPI Inflation % 0.9 2.8 6.6 5.6 3.2 2.8 3.4 2.7

Exchange Rate LC per ) )

(Average) USD 1.5 1.3 1.4 1.5 1.5 1.6

Non-Performing

Loans/Total Gross % 1.1 0.9 0.7 0.9 1.1 - - -

Loans

Private debt, loans

and debt % 191.8 181.4 170.8 169.0 173.0 - - -

securities/GDP

Sources: International Monetary Fund, World Bank, Bank for International Settlements, National Sources, CareEdge Global

Note: F - Forecast; PPP — Purchasing Power Parity; GFCF — Gross Fixed Capital Formation; Exports (G&S) — Exports of Goods and
Services; GG — General Government; FDI — Foreign Direct Investment; FII — Foreign Institutional Investment; NIIP — Net
International Investment Position. Data refers to fiscal/calendar year and actual/estimate as reported by the source. Where
general government data is unavailable, central government data is used. Latest available data for 2025
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Solicitation status
The rating is unsolicited, but with limited interaction with Department of Treasury, Australia.

Rating history
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Issuer Rating Long Term Foreign Currency - CareEdge  paren 11, 2026
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Criteria applied
CareEdge Sovereign Rating Methodology

Analytical contacts
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Media contact
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About Us

CareEdge Global IFSC Limited (CareEdge Global) is a full-service Credit Rating Agency (CRA) with a mission of Empowering
Global Capital Market Participants Through Unrivalled Insights and Expertise. As the first CRA registered and
authorized by the International Financial Services Centres Authority (India), CareEdge Global is uniquely positioned to provide
comprehensive ratings on a global scale. A part of the CareEdge Group, which is a knowledge-based analytical organisation
offering a wide range of services in Credit Ratings, Analytics, Consulting, and Sustainability. Established in 1993, our parent
company, CARE Ratings Limited (CareEdge Ratings), stands as India’s second-largest rating agency.

Disclaimer
This disclaimer applies to each credit rating report and/ or credit rating rationale (‘report’) that is provided by CareEdge Global
IFSC Limited ('CareEdge Global').

Ratings from CareEdge Global are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold or sell any securities/ instruments or to make any investment decisions. The report is not a
solicitation of any kind to enter into any deal or transaction with the entity to which the report pertains. Any opinions expressed
here are in good faith, are subject to change without notice, and are only current as of the stated date of their issue. CareEdge
Global assumes no obligation to update its opinions following publication in any form or format although CareEdge Global may
disseminate its opinions and analysis. The rating contained in the report is not a substitute for the skill, judgment and experience
of the investor, user, its management, employees, advisors and/ or clients when making investment or other business decisions.
The recipients of the report should rely on their own judgment and take their own professional advice before acting on the report
in any way. Therefore, the report is not intended to and does not constitute an investment advice. The report should not be the
sole or primary basis for any investment decision. CareEdge Global is not responsible for any errors and states that it has no
financial liability whatsoever to the users of the ratings of CareEdge Global. CareEdge Global does not act as a fiduciary by
providing the rating.

Any unsolicited ratings assigned by CareEdge Global are based on publicly available information as CareEdge Global may or may
not have access to documents / information or participation from management of such issuers. While CareEdge Global has
obtained information from sources it believes to be reliable, CareEdge Global does not perform an audit and undertakes no duty
of due diligence or independent verification of any information it receives and/ or relies on in its reports. CareEdge Global ratings
are subject to a periodic review, which may lead to revision in ratings. CareEdge Global has established policies and procedures
to maintain the confidentiality of certain non-public information received in connection with each analytical process. CareEdge
Global has in place a ratings code of conduct and policies for managing conflict of interest.

Neither CareEdge Global nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
agents guarantee the accuracy, completeness or adequacy of the report, and shall not have any liability for any errors, omissions
or interruptions therein, regardless of the cause, or for the results obtained from the use of any part of the report. CareEdge
Global DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO ANY WARRANTIES OF
MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall any CareEdge Global
or its associated entities or persons be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits
and opportunity costs) in connection with any use of any part of the report even if advised of the possibility of such damages.

This report does not constitute an offer of services. This report is solely for use in the jurisdiction of IFSCA, GIFT City in
Gandhinagar. Without limiting the generality of the foregoing, nothing in the report is to be construed as CareEdge Global
providing or intending to provide any services in jurisdictions where CareEdge Global does not have the necessary licenses and/
or registration to carry out its business activities referred to above. Access or use of this report does not create a client relationship
between CareEdge Global and the user.

For latest rating information on any instrument of any company rated by CareEdge Global, you may visit our website
www.careedgeglobal.com.

This report should not be reproduced or redistributed to any other person or in any form without prior written consent from
CareEdge Global.

© 2026, CareEdge Global IFSC Limited, a wholly owned subsidiary of CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations
and CareEdge Global IFSC Limited holds exclusive copyright over the same. Any reproduction, retransmission, modification,
derivative works or use or reference to the contents, in whole, in part or in any form, is prohibited except with prior express
written consent from CareEdge Global IFSC Limited.

CareEdge Global IFSC Limited
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