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Current Forecasts — July 2016

-

RBA Cash 1.75 1.50 1.50 1.50 2.00
FED

FUNDS 0.375 0.625 0.875 1.125 1.625
3 year

swap 1.70 1.65 2.00 2.25 3.00
AUD/USD 0.75 0.72 0.69 0.70 0.75

200 | \1J

200 years proudly supporting Austral



Current Forecasts — July 2017

-

RBA Cash 1.50 1.50 1.50 1.50 1.50
FED FUNDS  1.125 1.375 1.375 1.625 1.875
3 year swap 2.10 2.20 2.40 2.40 2.60
AUD/USD 0.80 0.76 0.74 0.70 0.65
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Australian GDP growth outlook

RBA, Nov

RBA, Feb 2.00 3.00
RBA, May 2.4(a) 3.00
Westpac 2.4(a) 2.8

Source: ABS, RBA Statement on Monetary Policy, Westpac Economics
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Dwelling construction: projection looks bleak
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High rise completions: by capital city

‘000s Sydney Melbourne Brishane ‘000s
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projected Sources: ABS, Westpac
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Number of foreign real estate approvals
‘000s ‘000s

45 _ : 45
Source: FIRB, Scott Morrison, Treasurer (April 27, 2017)
40 - - 40
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Australia :Investment cycles

28 $bn $bn

—Non-residential building# —Housing Westpac fes
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Public transport project pipeline: by state

$bn

2015 vs 2017

$bn

m Possible mUnder consideration  m Definite

NSW: Definite projects +$21bn to $55bn;
Potential projects, +$2bn to $25bn.

Westpac Economics

Sources: Deloitte
Access Economics,
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Total approvals, non-residential building

$bn Rolling annual $bn
jg | updated: Jul 17 May 2017:{-13%yr i jg
35 | —Total | a5
30 - —Private May 18 | 30
o5 —Public / o5
20 | +19%yr +14%yr ] 20
15 A 220, +11%yr - 15
10 - V' e [ 10
S A - 9
O Sources: ABS, Westpac Economics O
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Private approvals, non-residential building: detail

14 $bn 12 month sum $bn 35
—Social —Retail — Offices updated: Jul 17 Peak: Feb 14
12 - ) - 30
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Wages growth at record lows-
%oyr Yoqtr

| Sources: ABS, Westpac Economics
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Aus consumer spending vs labour income

0 0
10 o ann Yo ann 10
real —labour income Consumption:
8 - — consumption 2017 Q4:  0.5%qtr, 2.3%yr - 8
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CSI* vs retall sales — good fit; bad signs

30 iIndex ann% 10
—CSI#* (lhs)* —real retail sales per capita (rhs)

20 A

10 /\o )\/‘ ‘ _

S RV YNV R

*consumer sentiment excl. economic

>
2
T
o N B~ OO 0

-20 guestions, incl. risk aversion, deviation from —
long run avg, smoothed
_30 Source: Melbourne Instltlute, ABS, Westpac Econcl)mlcs | | 4
Mar-97 Mar-02 Mar-07 Mar-12 Mar-17
200 | \1A

14



Melbourne electricity prices — higher prices

Yoyr Yoyr
80 Wholesale prices leading by three quarters 30
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Labour market to lose momentum

2qtr ‘000 2qtr ‘000
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Westpac jobs index* - short term strength

Index
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Unemployment rate to rise nationally
000 tty %

600 Sources: ABS, Westpac Economics. -employment (|hS)
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Unemployment in Vic by regions

% smoothed

% smoothed
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Sources: ABS, Westpac Economics.
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Population growth: south-east

160 '000, ann NSW — ABSVictoria ‘000, ann 160
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Mortgage rate tiering — tightening cycles

bps bps
) ) _ 100
B Owner-occupier - P+ @ Owner-occupier - 10 Source: WEC, CBA,
NAB, ANZ, RBA
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Housing finance by state: investors

6.5 $bn $bn 6.5
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Prices can fall —in response to rate hikes

% 6mth growth rates, annualised %

40 40
_ ---Melbourne —Sydne i
35 35
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Dwelling prices: Geelong more stable than MLB

ann% ann%

35 —NMelbourne —Geelong —Rest of Vic 35
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Dwelling prices: Geelong only behind MELB.

Index index
]1_%88 | —NMelbourne —Shepparton I %288
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Auction clearance rates
% Sydney Melbourne %

S — weekly —monthly markers indicate rate cuts

85
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55
45

*all figures seasonally adjusted by Westpac'| Sources: APM, CoreLogic, Westpac Economics
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Melbourne dwelling prices vs rest of Australia
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Sources: ABS, CorelLogic , APM, Residex, Westpac Economics
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Sydney dwelling prices vs rest of Australia

% ratio of weighted medians %
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Dwelling prices: growth to slow sharply

ann%o ann%o
20 20
rate
* all dwellings, composite of all cuts
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Newspoll: recent leads hold for multiple years

0% A
65 1 - Y- 65
LNP 83 seats LNP
60 _ 90 seats LNP i 60
l 76 seats
95 A l - 55
50 - - 50
45 A - 45
40 - —Coalition —Labor - 40
Sources: Newspoll, Westpac
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Confidence: consumer and business

net bal. net bal.

130 - monthly —Consumer (lhs) —Business * (rhs) - 30
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Business: conditions and confidence

net bal. net bal.
30 - monthly —Conditions —Confidence * . 30
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Business conditions: by broad sectors

30 net bal. net bal. 30
—Goods related 3 month mov. avg.
20 | —_Consumer sectors deviation from avg L oo

—Business services
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State view: business conditions
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—NSW 2mth avg mth avg

20 | —WA —QId .L 20
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Nominal GDP: total & by broad sector
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China :New house prices: growth by tier
Yoyr Yoyr

Sources: CEIC, -=Tier 1 —Tier 2
—=Tier 3

2012 2013 2014 2015 2016 2017

36



Chinese inventories hitting record highs

mt mt
150 Sources: Westpac Economics, Bloomberg 150
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Westpac commodity forecasts

- Q2 2017 | Q4 2017 | Q2 2018 | Q4 2018

Iron ore
Coal (coking) 180 130 100 75
Oil, Brent 53 52 45 42

Source: Westpac Economics
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Westpac: RBA on hold in 2018

0/t expected cash rate level 0
2.50 EAPEEIEE Bas 250

Sources: Westpac Economics *market prices implied rates as at 21/07/17
200 - m Market m \Westpac 1.87 - 2.00
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FOMC normalisation: a long, slow process

250 % Fed Funds rate mid level % 250
Sources: Bloomberg, Westpac Economics *market prices implied as at 21/07/2017
3.00 - - 3.00
2.50 - m Market - 2.50
2.00 - = lestpac 1.875  + 2.00
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0.00 0.00
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Westpac: rate differential negative
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Westpac commodity forecasts

- Q2 2017 | Q4 2017 | Q2 2018 | Q4 2018

Iron ore
Coal (coking) 180 130 100 75
Oil, Brent 53 52 45 42

Source: Westpac Economics
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Underemployment also falling

18 2 T r—— % 18
—unempioment rate
16 - e PEmeEn - 16
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g | - 8
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Household income expectations trend up

% conference board; net balance %
20 _ _ . 20
*Proportion reporting expectation of
increase less those expecting decline;
deviation from long-run average.

10 - - 10
0 - - 0
-10 - - -10
-20 - - -20
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USD 8% fall to boost inflation

120 Index Index 120

Forecasts
DXY Index 1o Mar 19

100 - - 100

80 -

Source: Bloomberg, Westpac Economics
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US financial conditions are healthy

Index Index

Source: Bloomberg, Chicago Fed

—Chicago Fed Financial
2 - Conditions Index )

- 1
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Australian-US O/N spreads and AUD

0
6 /o $ 1.20

—Aust/ US overnight rate spread (Ihs)
—AUDUSD (rhs)

4 ] forecasts | 095
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Conclusion

 Authorities growth outlook is too optimistic.

Weak wages; high debt and falling savings will constrain household.

Unemployment rate to rise in 2018; rates on hold.

Downturn in housing construction partly offset by infrastructure.

Political uncertainty to weigh on businesses.

Housing affordability will constrain population growth.

Recent rate rises set to slow housing markets in NSW/VIC (investors).

China slowdown; FED rate hikes; commodities still to weigh on AUD.
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Important Disclaimers

Things you should know
Westpac Institutional Bank is a division of Westpac Banking Corporation ABN 33 007 457 141 (‘Westpac’).

Disclaimer

This material contains general commentary, and market colour. The material does not constitute investment advice. Certain types of
transactions, including those involving futures, options and high yield securities give rise to substantial risk and are not suitable for all
investors. We recommend that you seek your own independent legal or financial advice before pro ing with any ir isi This
information has been prepared without taking account of your objectives, financial situation or needs. This material may contain material
provided by third parties. While such material is published with the necessary permission none of Westpac or its related entities accepts any
responsibility for the accuracy or completeness of any such material. Although we have made every effort to ensure the information is free
from error, none of Westpac or its related entities warrants the accuracy, adequacy or completeness of the information, or otherwise endorses
itin any way. Except where contrary to law, Westpac and its related entities intend by this notice to exclude liability for the information. The
information is subject to change without notice and none of Westpac or its related entities is under any obligation to update the information or
correct any inaccuracy which may become apparent at a later date. The information contained in this material does not constitute an offer, a
solicitation of an offer, or an inducement to subscribe for, purchase or sell any financial instrument or to enter a legally binding contract. Past
performance is not a reliable indicator of future performance. Whilst every effort has been taken to ensure that the assumptions on which the
forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties.
The ultimate outcomes may differ substantially from these forecasts.

Country disclosures

Australia: Westpac holds an Australian Financial Services Licence (No. 233714). This material is provided to you solely for your own use and in
your capacity as a client of Westpac.

For XYLO Foreign Exchange clients: This information is provided to you solely for your own use and is not to be distributed to any third
parties. XYLO Foreign Exchange is a division of Westpac Banking Corporation ABN 33 007 457 141 and Australian credit licence 233714.
Information is current as at date shown on the publication. This information has been prepared without taking account of your objectives,
financial situation or needs. Because of this you should, before acting on this information, consider its appropriateness, having regard to your
objectives, financial situation or needs. XYLO Foreign Exchange's combined Financial Services Guide and Product Disclosure Statement can
be obtained by calling XYLO Foreign Exchange on 1300 995 639, or by emailing customercare@XYLO.com.au.

New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which products and services are provided by either
Westpac or Westpac New Zealand Limited ("WNZL"). Any product or service made available by WNZL does not represent an offer from
Westpac or any of its subsidiaries (other than WNZL). Neither Westpac nor its other subsidiaries guarantee or otherwise support the
performance of WNZL in respect of any such product. The current disclosure statements for the New Zealand branch of Westpac and WNZL

communication to any third party. In particular this communication and, in each case, any copies thereof may not be taken, transmitted or
distributed, directly or indirectly into any restricted jurisdiction. This communication is made in compliance with the Market Abuse Regulation
(Regulation(EU) 596/2014).

The material may contain investment recommendations, including information recommending an investment strategy. Reasonable steps have
been taken to ensure that the material is presented in a clear, accurate and objective manner. Investment Recommendations for Financial
Instruments covered by MAR are made in compliance with Article 20 MAR. Westpac does not apply MAR Investment Recommendation
requirements to Spot Foreign Exchange which is out of scope for MAR.

Unless otherwise indicated, there are no planned updates to this Investment Recommendation at the time of publication. Westpac has no
obligation to update, modify or amend this Investment Recommendation or to notify the recipients of this Investment Recommendation should
any information, including opinion, forecast or estimate set out in this Investment Recommendation change or subsequently become
inaccurate.

Westpac will from time to time dispose of and acquire financial instruments of companies covered in this Investment Recommendation as
principal and act as a market maker or liquidity provider in such financial instruments.

Westpac does not have any proprietary positions in equity shares of issuers that are the subject of an investment recommendation.

Westpac may have provided investment banking services to the issuer in the course of the past 12 months.

Westpac does not permit any issuer to see or comment on any investment recommendation prior to its completion and distribution.
Individuals who produce investment recommendations are not permitted to undertake any transactions in any financial instruments or
derivatives in relation to the issuers covered by the investment recommendations they produce.

Westpac has implemented policies and procedures, which are designed to ensure conflicts of interests are managed consistently and
appropriately, and to treat clients fairly.

The following arrangements have been adopted for the avoidance and prevention of conflicts in interests associated with the provision of
investment recommendations.

Chinese Wall/Cell arrangements;

physical separation of various Business/Support Units;

Strict and well defined wall/cell crossing procedures;

a‘“need to know” policy;

documented and well defined procedures for dealing with conflicts of interest;

reasonable steps by Compliance to ensure that the Chinese Wall/Cell arrangements remain effective and that such arrangements are
adequately monitored.

U.S.: Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the Comptroller of the
Currency. Westpac is also registered with the US Commodity Futures Trading Commission (“CFTC") as a Swap Dealer, but is neither registered

can be obtained at the internet address .For further information please refer to the Product Disclosure Statement ilabl

as, or affili with, a Futures Commission Merchant registered with the US CFTC. Westpac Capital Markets, LLC (‘WCM’), a wholly-owned

from your Relationship Manager) for any product for which a Product Disclosure Statement is required, or applicable customer agreement.
Download the Westpac NZ QFE Group Financial Advisers Act 2008 Disclosure Statement at .

China, Hong Kong, Singapore and India: This material has been prepared and issued for distribution in Singapore to institutional investors,
accredited investors and expert investors (as defined in the applicable Singapore laws and regulations) only. Recipients in Singapore of this
material should contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, this material. Westpac
Singapore Branch holds a wholesale banking licence and is subject to supervision by the Monetary Authority of Singapore. Westpac Hong
Kong Branch holds a banking license and is subject to supervision by the Hong Kong Monetary Authority. Westpac Hong Kong branch also
holds alicense issued by the Hong Kong Securities and Futures Commission (SFC) for Type 1 and Type 4 regulated activities. This material is
intended only to “professional investors” as defined in the Securities and Futures Ordinance and any rules made under that Ordinance.
Westpac Shanghai and Beijing Branches hold banking licenses and are subject to supervision by the China Banking Regulatory Commission
(CBRC). Westpac Mumbai Branch holds a banking license from Reserve Bank of India (RBI) and subject to regulation and supervision by the
RBI.

UK: The contents of this communication, which have been prepared by and are the sole responsibility of Westpac Banking Corporation London
and Westpac Europe Limited. Westpac (a) has its principal place of business in the United Kingdom at Camomile Court, 23 Camomile Street,
London EC3A 7LL, and is registered at Cardiff in the UK (as Branch No. BR00106), and (b) authorised and regulated by the Australian
Prudential Regulation Authority in Australia. Westpac is authorised in the United Kingdom by the Prudential Regulation Authority. Westpac is
subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent
of our regulation by the Prudential Regulation Authority are available from us on request. Westpac Europe Limited is a company registered in
England (number 05660023) and is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the
Prudential Regulation Authority.

This communication is being made only to and is directed at (a) persons who have professional experience in matters relating to investments
who fall within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (b) high net worth
entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such
persons together being referred to as “relevant persons”). Any person who is not a relevant person should not act or rely on this
communication or any of its contents. The investments to which this communication relates are only available to and any invitation, offer or
agreement to subscribe, purchase or otherwise acquire such investments will be engaged in only with, relevant persons. Any person who is not
arelevant person should not act or rely upon this communication or any of its contents. In the same way, the information contained in this
communication is intended for “eligible counterparties” and “professional clients” as defined by the rules of the Financial Conduct Authority
and is not intended for “retail clients”. With this in mind, Westpac expressly prohibits you from passing on the information in this

subsidiary of Westpac, is a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (‘the Exchange Act’) and member of the
Financial Industry Regulatory Authority (‘FINRA’). This communication is provided for distribution to U.S. institutional investors in reliance on
the exemption from registration provided by Rule 15a-6 under the Exchange Act and is not subject to all of the independence and disclosure
standards applicable to debt research reports prepared for retail investors in the United States. WCM is the U.S. distributor of this
communication and accepts responsibility for the contents of this communication. All disclaimers set out with respect to Westpac apply
equally to WCM. If you would like to speak to someone regarding any security mentioned herein, please contact WCM on +1 212 389 1269. All
disclaimers set out with respect to Westpac apply equally to WCM.

Investing in any non-U.S. securities or related financial instruments mentioned in this communication may present certain risks. The securities
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