
Extract from Hansard 
[ASSEMBLY — Wednesday, 23 February 2011] 

 p974b-975a 
Mr Mark McGowan; Mr Troy Buswell 

 [1] 

KEYSTART — INTEREST RATE RISE 

70. Mr M. McGOWAN to the Minister for Housing: 

I refer to Keystart’s recent announcement of a 0.41 per cent standard variable interest rate rise taking effect 
today. 

(1) Does the minister support and endorse this rise when the official Reserve Bank rate rise was only 
0.25 per cent? 

(2) How does the minister justify this rise when a number of major banks, including ANZ and Westpac, 
raised rates by less? 

(3) Has the minister not now moved away from Keystart being a lender that provided competition and 
helped those on low incomes? 

Mr T.R. BUSWELL replied:  

It is an interesting question. 

(1)–(3) Prior to October 2009, Keystart’s interest rate was, for a significant period, below that of the four major 
banks. In fact, for a long time Keystart competed as the low-cost interest rate provider in Western 
Australia. My view—it was supported by the board of Keystart—was that that was not Keystart’s role. 
Therefore, Keystart had to recast its interest rate policy setting so that it was no longer a market leader; 
its rate reflected the interest rate in the market. That meant that Keystart adopted an average of a basket 
of the standard variable rates of the major four banks. 

Mr E.S. Ripper: What’s so good about that? 

Mr T.R. BUSWELL: I will tell the Leader of the Opposition why. In my view, the role of Keystart, which is 
ultimately supported by the taxpayers of Western Australia, is not to lead on interest rates. It is to lead in areas 
such as low deposits; it is to lead in areas such as low savings histories; and it is to lead in areas such as low 
entry fees. That is the genuine intent of Keystart—not to be the cheapest provider in the market. That was the 
policy adopted by Keystart. Members will recall the spate of interest rate rises that happened after the Melbourne 
Cup. This is Keystart’s catch-up. My understanding is that the board was reluctant to adjust interest rates in the 
lead-up to Christmas, for obvious reasons. 

Mr M. McGowan: Do you support it? 

Mr T.R. BUSWELL: Yes, I do support it; I support the public policy position of Keystart. 

We also have another challenge with Keystart. There is one other matter that the member for Rockingham 
neglected to point out; that is, at the same time that Keystart announced the interest rate increase, it announced 
some significant changes to its deposit requirements and significant changes to its savings level requirements. 
The deposit requirements dropped from six per cent to four per cent, and the proven-up savings history dropped 
from three per cent to two per cent. All the advice that I have had back from the Keystart board is that that is the 
critical factor in enabling people to access funds through Keystart. So that is what Keystart has done. 

However, we also need to put this into some historical perspective. 

Mr E.S. Ripper: So you get weaker borrowers in and then you charge them more. 

Mr T.R. BUSWELL: No, not at all. 

Mr E.S. Ripper: That’s what you just said. 

Mr T.R. BUSWELL: No, not at all. We are changing the entry-level conditions so that the people whom 
Keystart is designed to help can be helped. Just listen to this: in terms of the performance of Keystart, in 2008–
09 and 2009–10 Keystart lent $3.18 billion to 10 588 Western Australians to assist them to get into homes. That 
is a good outcome, but it also created challenges for government, because Keystart’s loan book jumped up from 
$1.5 billion to $4.1 billion—almost $4.2 billion. Every one of those dollars, as I am sure the Leader of the 
Opposition is aware from his time on the Treasury bench, is a dollar that is ultimately underwritten by the state. 
At some stage we had to decide how big the Keystart loan book could be. We have settled on a figure of around 
$4.5 billion. That is a very generous level of support by the government for low-income earners in Western 
Australia. It does not exist in any other state. So I am very, very proud of Keystart’s history in assisting Western 
Australians, particularly low-income Western Australians who face difficulty in saving and difficulty in meeting 
deposit requirements, to obtain finance to get into their first homes. 

It is a fact that Keystart put up its interest rate, but, as I said, at the same time it reduced deposit requirements 
and savings requirements. Keystart’s goal is not to lead the market in interest rates; it is to make it easier for 
Western Australians to access finance. 
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