Home Truths:
A tale of
three cities

A look at housing market
conditions in New Zealand's
main centres.

7 April 2017

Pressures in the housing market are one of the largest challenges that the New Zealand economy is
currently confronting. In this edition of Home Truths, we look at the varied housing market conditions
in New Zealand’s three main centres. While there are some similarities, each is facing its own challenges
that they will be wrestling with for years to come.

- Housing market strains have been most intense in Auckland, where there has been an estimated underbuilding of around
35,000 homes and growing pressures on housing affordability. With population growth expected to remain strong for some
time, it will take an extended period - around a decade - of strong building to address the region's housing needs. And it’s
likely that tightness in the Auckland housing market will get worse, before it gets better.

- Wellington has had an underbuilding of homes in recent years, and there is growing concern about a shortfall of rental
properties. However, building activity in the Capital has been rising.

- After rising strongly in the wake of the 2010 and 2011 earthquakes, home building in Canterbury has been pulling back, and
we expect a further moderation over the coming years. With construction a key driver of regional economic activity in recent
years, this signals some drag on the Canterbury economy more generally.

Satish Ranchhod
Senior economist
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Auckland’s a nice place to visit,
but can you afford to live here?

Two of the biggest issues that Auckland is currently wrestling with are a shortage of housing and the
related pressure on housing affordability. Auckland has long had a tighter housing market than the
rest of the country, reflected in the high number of people per-dwelling in the region. However, strong
population growth and relatively low levels of home building in recent years have seen housing market

tightness in our largest city rising to acute levels.

Population

2016 1,614,400
Increase 2011 to 2016 154,800 (+11%)
Projected growth o
9018 t0 9099 290,200 (+17%)

Price increase

0,
(Feb 2011 to Feb 2017) +95%
Rents

0,
(Feb 2011 to Feb 2017 ) 3w
Estimated change in
housing stock +6%
(2011 to 2016) *

Average number of people per dwelling*
201 2.92
2016 3.07

Median earnings growth
2010 to 2016 +23%

Note: Data marked with an asterisk are Westpac
estiamtes. Other data are source from MBIE and
Statistics NZ.

Auckland has around 35,000 too few homes

We estimate that Auckland currently has around 35,000
too few homes - equivalent to around 7% of the housing
stock. And even that estimate may be on the low side.
This has seen the average number of people per home
rising rapidly in recent years, up from 2.92 in 2011 to an
estimated 3.07 in 2016. In contrast, in most other parts of
the country the average number of people per home has
been relatively stable. (To put those numbers in context,
ina city the size of Auckland each 0.01 change in the
average number of people per dwelling is equal to around
1,500 homes.)

Home building in Auckland fell to low levels in the mid to
late-2000s, weighed down by factors that included high
interest rates, weak economic activity during the financial

1 Based on Statistics NZ’s population estimates.

crisis, and building regulations that were less permissive
than our current Unitary Plan.
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While we have seen home building rising in recent years, we
estimate that between 2011 and 2016 the housing stock only
increased by around 6%. Over this same period Auckland’s
population grew by around 150,000 people - an increase

of 11%.

Since 2011, Auckland’s population has grown twice as
fast as the rest of the country. Around a third of this was
due to natural increase. The remainder was mainly due
to New Zealand citizens returning from abroad and new
arrivals from offshore, both of which have risen strongly.
Auckland also attracts people from elsewhere in the
country, however this tends to be more than offset by
outflows of people to surrounding regions.

Auckland’s population is expected to grow by around
990,000 people over the coming decade, an increase of
around 17% (vs. 7% in the rest of the country).2 This is being
encouraged by the strong employment, education and
social opportunities in the region.

On top of the existing housing shortfall of around 35,000
homes, strong population growth means that Auckland
will need to build around 100,000 additional new homes
over the coming decade. And even that would only bring
the average number of people per home back to the
level seen in 2009 (prior to this people per dwelling was
trending down).
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There needs to be around a decade of strong
home building activity

To address its existing housing shortfall Auckland currently
needs to be building around 11,000 new homes per year.
And with strong growth in the region’s population expected,
that the required rate of building will creep up over time,
with building levels needing to remain elevated for around
adecade.

Building 11,000 new homes a year would be a rapid pace of
home building, requiring a more than 20% increase from
current levels that is maintained for an extended period.2
The last time Auckland achieved the sort of building levels
that it now requires was in the late 1990s / early 2000s.
Despite being a much shorter construction cycle than

we now require, that earlier period was associated with
large increases in building costs. During that time, we
also saw a number of significant issues arising in relation
to build quality, including ‘leaky buildings” and ‘shoe

box apartments.

Auckland home building levels (annual)
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This highlights the challenging balancing act that Auckland
now faces: it needs a faster pace of home building,

while still ensuring a combination of build quality and
affordability. Achieving this will be a tough ask. Although

building levels in the region are currently lower than
required, construction firms are already highlighting
challenges with sourcing the required labour. At the same
time, inflation in the building sector has picked up, with the
price of newly-built homes in Auckland rising by 8.2% over
the past year.

Housing market tightness will get worse
before it gets better

We expect home building in Auckland will rise over the
coming years. The Unitary Plan has now cleared many of

the legal hurdles to its implementation. And with strong
economic incentives to build, consent issuance has picked
up again in early 2017, including a rise in multi-unit consents.
However, it will still take some time before building levels rise
to the required pace. This means that Auckland’s housing
shortfall will get worse before it gets better.

Housing demand and supply in Auckland
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Population pressures are adding to
property prices...

The demands of a growing population have contributed
to strong increases in property prices and rents in
Auckland, especially in areas close to the central city and
major amenities likes schools. Since 2011, house prices

in Auckland have essentially doubled (compared with a
still strong 44% rise in the country more broadly), while
rents are up around 30%. Over this same period, average
earnings in Auckland have increased by around 20%.

But it’s not just the price of houses that’s increasing, it’s

the price of land. Traditionally, New Zealand homes have
been single units with relatively large sections. The ability to
purchase an existing home and section, and then build and
on-sell several new homes at a profit, is very attractive for
developers. This has boosted the demand for sections, and
consequently prices for existing houses on those sections.

Over time, increases in the housing supply will help to
reduce the upside pressure on Auckland house prices

2 We discuss the required pace of building in more depth here: http://www.westpac.co.nz/assets/Business/Economic-Updates/2015/Bulletins-2015/Outlook-for-Auckland-

residential-construction-August-2015.pdf
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and rents. In that sense, the economic incentives to build
that are reflected in rising house prices are very rational.
In fact, rising house prices are actually a key factor that is
encouraging building.

However, in the meantime, housing affordability has become
very stretched for many Aucklanders. In February, the
median price for a home in Auckland was $800,000, while
the median annual household income was around $90,500.
That gives a very high price-to-income ratio of 8.8, a level
that makes houses in Auckland some of the least affordable
in the world.3

Affordability is a particular challenge for many first

home buyers (as well as those looking to upgrade), who
find themselves competing to purchase homes against
developers who have a different set of financial constraints
and incentives.

Auckland house prices, rents, and earnings growth
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Note: House price and rents data are 3-month average and the most recent
observations are for February 2017. Earnings data are annual, and the most recent
observations are for 2016.

...but low interest rates have really added fuel
to the fire

While there’s a lot of attention on supply side pressures, in
isolation they do not explain the extent of the house price
increases we've seen in in Auckland. The missing piece of
the puzzle is interest rates. As we discussed in a previous
edition of Home Truths,* low interest rates have made the
capital gains on housing assets and relatively high returns
from home building very attractive to many investors and
developers. They also help to explain why strong house
price increases have not been limited to Auckland, with
prices also rising rapidly in areas that do not have the same
degree of housing market tightness.

Mortgage rates have risen in recent months. Combined with
a tightening in lending restrictions and pressure on housing
affordability, this has sapped some of the momentum out of
the housing market. However, giving the physical demand-
supply imbalance in Auckland, significant or sustained falls
in prices seem unlikely in the near-term.

House prices by region
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What other adjustments could we see in the
housing market?

While we expect that housing supply in Auckland will
increase over time, this will be a gradual process. And in
the meantime, pressures in Auckland’s housing market are
likely to become more pronounced. But the housing stock
is not the only area where we may see changes over the
coming years.

Concerns around housing supply and low affordability may
prompt a reduction in the number of people moving into
Auckland, or encourage a shift to other regions. We continue
to hear reports about high living costs in Auckland making

it harder to attract and retain staff in the region, especially
with wage growth failing to keep pace with house prices.

Another factor that could affect population growth and
housing market pressures in Auckland is migration policy.
Much of the increase in Auckland’s population in recent
years has been due to high levels of net migration. This is
an area that is drawing increasing political attention in the
run up to the election, and where we could see changes
as part of post-election coalition negotiations. In contrast
to housing supply which can take an extended period

to address, changes to migration policy can be pushed
through relatively quickly.

Another way that conditions in the housing market may
adjust is a permanent shift upwards in the average number
of people per home. In part this is may be prompted

by economic factors, with low housing affordability
encouraging people to live with non-family members for
longer. Similarly, with both an aging population and low
housing affordability, we may see the increasing prevalence
of inter-generational households (i.e. parents living with
adult children).

3 Based on data from interest.co.nz (http://www.interest.co.nz/property/house-price-income-multiples). While price-to-income multiples provide some information on housing
affordability, they omit some key factors affecting affordability, most notably interest rates. However, even accounting for interest rates, housing affordability in Auckland is low.

4 Available here: http://www.westpac.co.nz/assets/Business/Economic-Updates/2015/Monthly-Files-2015/NZ-Home-Truths-Special-Edition-14-May-2015.pdf
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Wellington’s housing and rental markets have
tightened, but building levels have picked up also

Wellington has had an underbuilding of homes in recent years, and house prices in the region have
been rising rapidly. On top of this, there is growing concern about a shortfall of rental properties and the
mounting pressure on rents. While building activity in the region has been rising, it will take some time
to address the challenges in the Capital’s housing market.

Population

2016 504,800
Increase 2011 to 2016 21,400 (+4%)
Projected growth o
2018 to 2029 31,000 (+6%)

Price increase

0,

(Feb 2011 to Feb 2017) 36%
Rents

21%
(Feb 2011 to Feb 2017 ) reltr
Properties advertised
for rent -38%
(Feb 2012 to Feb 2017)
Median earnings growth
2010 to 2016 +20%

Note: Data from MBIE, Statistics NZ and Trade Me
Property.

Wellington’s housing market has tightened,
with increased pressure on prices and rents

Wellington has had an underbuilding of homes in recent
years.® Between 2011 and 2016 the region’s population grew
by around 21,000 people.¢ To house that sort of increase in
the population would roughly require an additional 8,300
homes. However, between June 2011 and June 20716, there
were only around 7,600 new homes consented, and at least
some of these will relate to replacement housing (rather
than additions to the housing stock).

Looking at longer term trends in the region, we estimate
that relative to its population Wellington currently has
around 3,000 too few homes. Media reports suggest that
it could be even higher. Combined with low interest rates
and high average income levels, this increase in population
pressures saw house prices in Wellington rise by around
20% over the past year.

There is also growing concern about a shortfall of rental
properties in the region. The combination of educational,
social and career opportunities (especially in the public
sector) make Wellington a great place to live. These factors
encourage an influx of people into the region each year,
many of whom go into rented accommodation. But while
the region’s population has continued to grow, data from
Trade Me Property point to an almost 40% reduction in the
number of homes being advertised as available to rent since
2012. Similarly, a recent report from the Wellington Council’s
City Strategy Committee noted that reduced rental turnover
“Is limiting rental opportunities and anecdotally is reflected
in increased competition for rental properties.™

Unsurprisingly, these conditions have seen rents in the region
rising, with bond data showing to a 21% rise in rents since
9011. There are reports of particularly strong competition

for rental properties in areas close to the central city. The
challenges for renters have been reinforced by relatively low
levels of housing affordability, which has meant that many
people are renting for longer than in the past.

Wellington house prices, rents and incomes

% %
50 4 r 50
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Note: House price and rents data are 3-month average and the most recent
observations are for February 2017. Earnings data are annual, and the most recent
observations are for 2016.

5 For our estimates, we’ve assumed a desired average number of people per dwelling of 2.53 (the level that prevailed just before the financial crisis).

¢ Based on estimates from Statistics NZ.

7 Noted in the minutes of the “Ordinary Meeting of City Strategy Committee” 2 March 2017.
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Rental property listings in Wellington
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Absolutely positively not Auckland, but
there are still challenges in Wellington’s
housing market

There is concern that like Auckland, Wellington could find
itself wrestling with a severe shortage of housing over the
coming years, especially in the rental market. But although
there are some similarities, conditions in the Wellington and
Auckland property markets are quite different. Since 2011,
population growth in Wellington has been more moderate
than in Auckland (averaging +0.9% and +2.1% per annum
respectively). In addition, the extent of underbuilding

in Wellington, which we estimate is less than 2% of the
housing stock, is much less pronounced than the 7%
shortfall in Auckland.

But while housing market pressures in Wellington may not
be as intense as in Auckland, they have nonetheless been

increasing. In addition, Wellington’s population is expected
to grow by around 31,000 people over the coming decade.

To address its existing housing shortfall and meet the
additional needs of its growing population, we estimate that
Wellington will need to build around 1,500 new homes per
year for the next decade.8 We think this a challenge that
Wellington is certainly up to. In fact, building consent levels
have already picked up. Furthermore, house price gains are
adding to the incentives for developers.

Residential building consents (annual) - Wellington
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On top of the aforementioned factors, local government
has been active in trying to limit the pressures in the
housing market. The Council’s draft City Housing Strategic
Investment Plan includes plans to build around 750 new
social and affordable homes, at least half of which will

be new stock. In addition, rating schemes have been
structured to encourage consenting and building, with
further changes being looked at.

Nevertheless, the region will face some challenges in
addressing its housing shortfall. For a start, the pace of
building described above would see the current housing
shortage whittled away quite gradually. This means that
pressure on rents and housing affordability would likely
persist for some time. Faster building could see these
pressures alleviated more rapidly. However, that would
risk reinforcing the existing pressure on building costs.
Building costs have already been rising in recent years,
and the coming years will see increased competition for
construction labour with Auckland.

There is also the question of where new building can occur.
Historically, Wellington has been more of a ‘compact city’
than Auckland, with housing located relative closely to
centres of employment and education. However while
there is still scope for intensification in the central city,
Wellington’s geographic features, including the harbour
and steep hills surrounding the city, naturally impose
some limitations on building. In addition, in many areas
close to the central city, there is already a relatively high
concentration of building and prices are high.®

8 This assumes that the desired average number of people per home is around 2.53. However, it could be lower. Prior to the financial crisis, the average number of people per house
was trending down. A lower desired number of people per home would suggest some upside risk to our estimate of how much building is needed.

9 TGP Planning “Wellington City housing and residential growth study: Final planning assessments and recommendation” September 2014.
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Home building in Canterbury

is in a period of transition

Canterbury’s housing market is in a period of transition. After rising strongly after the 2010 and 2011
earthquakes, home building levels have been pulling back. We’ve also seen downward pressure on rents
and house prices. We expect to see a further moderation in construction activity over the coming years.
And with construction activity a key driver of regional economic activity, this does signal some drag

on the Canterbury economy more generally. However, firmer activity in other parts of the economy is
providing some offset and, at least for now, business confidence in the region is very positive.

Population

2016 599,900
Increase 2011 to 2016 40,600 (+7%)
Projected growth o

2018 t0 2029 71,100 (+11%)
2011 to 2014 +29%
2015 to Feb 2017 +7%
2011 to 2014 +29%
2015 to Feb 2017 -10%

Estimated building costs
(based on building consent data)

2011 to 2014 +37%
2015 to Feb 2017 +5%
Median earnings growth

2010 to 2016 +23%

Note: Data from MBIE and Statistics NZ.

Reconstruction continuing, butit’snowina
different phase

Canterbury’s housing cycle continues to be shaped by
reconstruction following the devastating earthquakes in
2010 and 2011. The earthquakes caused massive damage
to Canterbury's housing stock, with around 24,000
homes requiring significant rebuilding work or complete
reconstruction. There were also more than 60,000 other
homes that required some form of repair work. To put those
numbers in context, prior to the earthquakes, there were
around 230,000 homes in Canterbury. Reduced housing
supply as a result of the earthquakes prompted large
increases in rents and house prices, both of which rose by
around 30% between 2011 and 2014.

Six years on from the initial quakes, and reconstruction
is now well advanced, with around two-thirds of planned

work complete. There’s still a lot to do on the rebuild,

and construction activity in the region will remain strong
from sometime yet. However, we are seeing changes in

the make-up of activity. Reconstruction work has been
rotating towards commercial activity. At the same time,
residential reconstruction, which drove much of the initial
lift in spending, has been winding back. Dwelling consent
issuance has fallen sharply over the past year, and we
expect it will continue to trend down for some time yet. The
question is how far will home building levels fall?

Canterbury Rebuild

$mil $mil

1,200 - r 1,200
m Residential projects
1,000 - m Non-residential r 1,000
u Infrastructure
800 1 Source: Westpac estimates | 800
600 - r 600
400 - r 400
200 - r 200

0 0
2011 2013 2015 2017 2019 2021 2023

A period of more moderate home building is
on the cards

In the wake of the rebuild, we're likely to see a period of
relatively soft home building activity. The housing stock has
been refreshed, meaning less need for regular replacement
and maintenance work in the near term.

On top of this, the economics of home building in the region
have changed. In the early stages of the rebuild, costs rose
rapidly as building activity increased. However, this was

in line with the increases in house prices and rents that
occurred at the same time.

More recently, as the housing stock has been replenished,
house prices have levelled off, and rents have fallen 10%
since 2015. In contrast, construction costs have continued
torise, albeit at a more moderate pace than in recent years.

For investors, the reduced opportunity for capital gains and
lower rental yields mean that there is less incentive to build.
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Similarly, for those looking for their own home, building will
now be looking less attractive compared with either renting
or purchasing an existing home.

Looking further ahead, the next decade is likely to see a
period of moderate home building activity. Canterbury’s
population is expected to grow by around 71,000 people
between 2018 and 2028. That signals the need for around
2,800 new homes a year. As a comparison, in the decade
before the earthquakes, annual dwelling consent numbers
ranged between 2,200 and 4,500, (compared to a peak of
around 7,300 during the rebuild).

Building costs, house prices and rents
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Past the peak, still going strong for now

Reconstruction spending in Canterbury has provided a
massive boost to the economy, with planned spending
estimated to cost around $32 billion (in 2012 dollars,
excluding cost increases). That’s equivalent to around 15%
of New Zealand's annual GDP spread over several years.
As well as increases in construction work, this spending
provided a boost to activity and employment in a range of
associated industries like engineering, finance and retail.
And that boost to activity was not limited to Canterbury.
For instance, architectural work related to the rebuild was
spread across the country.

In the early stages of the rebuild, increases in spending
saw regional GDP growth in Canterbury rising to around
5% per annum - well above what we saw in the country
more generally.

Now, although activity levels in Canterbury remain strong,
growth has eased back and unemployment has lifted from
its earlier lows. Importantly, we're no longer seeing the big
increases in spending that we did in previous years despite
continuing population growth. Just as the ramp up in
building was a boon for growth, over time the gradual wind
down in the rebuild will be drag on growth in the region
and economy more generally. The highly planned nature
of the rebuild and its wind down does offer the chance

to plan for changes in the economic landscape over

the coming years. But as we saw in Australia during the
wind-down of their mining investment boom, this doesn’t
guarantee a smooth transition.

At least for now there is a very positive vibe among many
businesses in the region. The number of commercial
buildings completed has been rising, and businesses are
moving back into the central city. At same time, the drivers
of activity in the region are shifting from reconstruction
work, and towards demand in other areas like services

and tourism. Improved dairy prices are also supporting
confidence in the region. Together these conditions have
given the region a sense of vibrancy, with workers reporting
improved job prospects.
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Contact the Westpac economics team

Michael Gordon, Acting Chief Economist +64 9 336 5670
Satish Ranchhod, Senior Economist +64 9 336 5668
Sarah Drought, Economist +64 9 336 5696

Any questions email: economics@westpac.co.nz

Past performance is not a reliable indicator of future performance. The forecasts given in this document are predictive in character. 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.
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Disclaimer continued
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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 a relevant 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 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).

Investment Recommendations Disclosure

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.

i) Chinese Wall/Cell arrangements;

i) physical separation of various Business/Support Units;

(
(
(i) and well defined wall/cell crossing procedures;
(iv) a“need toknow” policy;

(

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

(vi) 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 as, or affiliated with, a Futures Commission Merchant
registered with the US CFTC. Westpac Capital Markets, LLC ("WCM’),
awholly-owned subsidiary of Westpac, is a broker-dealer registered
under the U.S. Securities Exchange Act 0f 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 +1212 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 of non-U.S. issuers may not be registered with, or be subject
to the regulations of, the SEC in the United States. Information on

such non-U.S. securities or related financial instruments may be
limited. Non-U.S. companies may not subject to audit and reporting
standards and regulatory requirements comparable to those in effect
in the United States. The value of any investment or income from any
securities or related derivative instruments denominated in a currency
other than U.S. dollars is subject to exchange rate fluctuations that
may have a positive or adverse effect on the value of or income from
such securities or related derivative instruments.

The author of this communication is employed by Westpac and is
not registered or qualified as a research analyst, representative, or
associated person under the rules of FINRA, any other U.S. self-
regulatory organisation, or the laws, rules or regulations of any State.
Unless otherwise specifically stated, the views expressed herein are
solely those of the author and may differ from the information, views
or analysis expressed by Westpac and/or its affiliates.
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