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Elephant in the room

Business confidence has fallen sharply in recent months, despite an economy that appears to be mixed
rather than catastrophic. We suspect that some of this reflects firms’ concerns about the planned changes to
industrial relations policies, and the Government has started to move towards addressing those concerns.

The ANZ Business Outlook survey for August saw general
business sentiment fall further to a net -50, setting a
fresh ten-year low. Firms’ own-activity expectations,
which correspond more closely with GDP growth, were
unchanged for the month. But they remain at their lowest
level since 2009, when the economy was just starting to
pull out of the Global Financial Crisis.

There is an open question as to how to interpret business
confidence surveys. On the one hand, they can provide
timely warnings of a genuine downturn (or an upturn) in the
economy. On the other hand, respondents are not obliged
to give an unbiased assessment. As we've noted before,
the ANZ survey is particular tends to be biased downwards
under Labour-led governments, after accounting for
economic conditions at the time. However, even if opinion
surveys are politically slanted, there is still cause for
concern if firms act on those views by cutting back on
investment and hiring.

Economic growth has clearly slowed from its 2016 peak, as
some of the previous drivers of growth - population growth,
earthquake reconstruction, and rising house values - have
faded. But the weight of evidence points to a shift to more
modest growth rather than the recessionary levels that the
business confidence survey implies.

Indeed, the next GDP report is likely to be quite upbeat - we
expect a 1% rise for the June quarter. Some of that simply

reflects the volatility of quarterly data, but there have been
some genuine signs of improvement as well. And looking

a bit further ahead, we expect increased government
spending and transfers to give the economy a temporary
fillip over the coming year. We are forecasting 3.1% growth
over 2019, up from 2.9% in 2018.

So what is driving this steep fall in business confidence?
We see parallels with the sharp drop in confidence in
mid-2000, dubbed the “winter of discontent™. Then, a
newly minted Labour-led Government was attempting to
pass the Employment Relations Act, which among other
things placed a greater emphasis on collective bargaining
between employers and unions. Business confidence
was little changed in the first few months of the new
Government, but then plunged in May. The legislation
was passed in August, and by November confidence had
recovered to its previous level.

The current Labour-led Government is also aiming to

shift the bargaining power further towards workers
(though the changes will not be as substantial as the
2000 legislation, which largely remains in place today).
The planned changes include increasing unions’ access to
workplaces, “fair pay” agreements in some industries, and
multi-employer collective agreements. Not surprisingly,
these changes are not proving popular with employers or
business organisations.
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Elephant in the room ... continued

Part of the problem is that the ongoing work to develop
these policies has left something of an information vacuum.
For instance, it's not at all clear what “fair pay” agreements
will entail. Our understanding, based on the Australian
experience, is that they involve a schedule of graduated
minimum wage rates by job level, determined on an
industry-by-industry basis.

Prime Minister Ardern’s speech last week came closer to
acknowledging that the changes to industrial relations are
a source of the negativity expressed in business confidence
surveys. In an attempt to soften these concerns, Ardern
committed to no more than one or two industry-level

fair pay agreements within the Government’s current
three-year term. She also reaffirmed that the legislation
will not allow for strike action by workers as part of fair-

pay negotiations.

That still leaves several issues unresolved. One is which
industries will be targeted first, and how widely the
‘industry’ net might be cast. Another issue is the extent of
political involvement. In Australia, industry pay agreements
are handled by the Fair Work Commission (FWC), an
independent tribunal. The FWC also sets the national
minimum wage each year, a decision that is made by the
central government in New Zealand (and has already been
more or less decided for the next three years, as part of the
Government’s coalition agreement).

Despite these lingering uncertainties, it will be interesting
to see if the Government’s willingness to address concerns
about labour relations will lead to an improvement in future
confidence surveys. In the meantime, we’ll be watching

the near-term data closely for any signs that confidence is
having a real impact on activity. Recent indicators of retail
spending, job advertisements and capital imports have
remained positive, and building consents show a rapidly
growing pipeline of homebuilding work in Auckland, where
the housing shortage has been most apparent.

Business confidence
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Fixed vs Floating for mortgages

We see scope for fixed-term mortgage rates to fall in
the near term, as the market adjusts to the Reserve
Bank’s softer stance. Looking further ahead, we expect
floating and short-term fixed rates to rise gradually
over the next few years, so taking a fixed rate may prove
worthwhile once they have settled down.

One-year fixed rates are currently the lowest on offer,
and appear to offer good value for borrowers. Longer-
term fixed rates are high relative to where we think one-
year fixed rates are going to go. However, longer-term
rates offer security against the possibility of mortgage
rates rising more rapidly than expected in the future.

Floating mortgage rates usually work out to be more
expensive for borrowers than fixed rates. However,
floating may still be the preferred option for those who
require flexibility in their repayments.

NZ interest rates

—=- 27-Aug-18

= 3-Sep-18

10yr swap
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The week ahead

NZ Q2 terms of trade
Sep 3, Last: -1.9%, WBC f/c: +1.0%, Mkt f/c: +1.0%
- We estimate that New Zealand’s terms of trade improved by 1% in

the June quarter. This would leave the index just shy of the all-time

high that was reached at the end of 2017.

- Export commodity prices rose across the board in the June
quarter, largely reversing their falls in the March quarter. This
volatility appears to have more to do with the timing of export
shipments than with changes in world market prices.

- There was a further sharp rise in oil import prices over the quarter,

but prices for New Zealand’s other imports (mainly manufactured
goods) are likely to have remained subdued.

- We expect the terms of trade to soften over the second half of this

year, given the recent falls in some export prices and the still-high
price of oil.

NZ terms of trade
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Aus Aug CoreLogic home value index
Sep 3, Last: -0.6%, WBC f/c: -0.4%
- Australia's housing market continues to correct. The CoreLogic

home value index, covering the eight major capital cities, fell 0.6%

in July to be down 2.4%yr and 2.8% from its peak in September
last year.

- The correction continues to be concentrated in the previously

strong Sydney and Melbourne markets with Perth's longer running

period of price declines also continuing. All major capital cities

except Brisbane recorded price falls in July with notable weakness

in Melbourne (-0.9%mth) and Perth (-0.8%mth).

- The daily index suggests slippage continued in August, but at a
milder pace, prices nationally down about 0.4% taking the annual
pace of decline to -3%yr.

Australian dwelling prices

%ann

mumthly (rhs)  —annual (lhs)

4.5

NZ Q2 building work put in place
Sep 5, Last -0.9%, Westpac f/c: +2.0%, Mkt f/c: +2.0%

- Construction activity fell 0.9% in the March quarter. That fall was
mainly due to a 1.5% drop in non-residential construction, which
followed a solid rise in the previous quarter. Residential building

activity also fell modestly, weighed down by the ongoing wind-back

in earthquake reconstruction in Canterbury.
- We're expecting a 3% increase in residential building activity in

June, along with a modest 0.2% increase in the more volatile non-

residential category. Underlying this are signs of a reacceleration in

Auckland, with regulatory changes supporting a rise in medium-
density home building.

- Construction activity is expected to remain elevated for an
extended period. However, factors such as stretched capacity,

rising costs, and difficulties accessing finance are providing a brake

on how quickly building activity can ramp up to meet demand.

NZ real building work put in place
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Aus Jul retail trade
Sep 3, Last: 0.4%, WBC f/c: 0.3%
Mkt f/c: 0.3%, Range: -0.1% to 0.6%

0.0

- Retail sales posted a third consecutive 0.4% gain in June, the run of

reasonably solid gains following a difficult March quarter that saw

nominal sales up just 0.6%qtr.

- Indicators were uneven in July. Consumer sentiment posted a surprise
rally to a 5yr high boosted by the government's tax package passing into

legislation. Private business surveys were mixed, retail responses to

the NAB survey suggesting conditions dipped back into negative in the

month but the AIG PSI suggesting some improvement. On balance, we

expect July to show a 0.3% gain. Note that price discounting pressures

look to have eased a touch and may ease further with GST changes on

July 1that mean low value imported goods will now be taxed.

Sources: CoreLogic, Westpac Economics
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The week ahead

Aus Q2 current account, AUDbn
Sep 4, Last: -10.5, WBC f/c: -11.5
Mkt f/c: -11.0, Range: -13.0 to -9.0

- Australia's current account deficit fluctuated over the past
year, buffeted by the impact of commodity price volatility on
exportearnings.

- A$2.9bn trade surplus was recorded in Q2, down from $4.1bn in

Q1 (subsequently revised lower to $3.35bn). Export earnings rose
by 2%, eclipsed by a 2%2% increase in the import bill, boosted by

higher energy prices. Notably, the terms of trade declined by an
estimated 1¥4%.

- The netincome deficit is expected to consolidate at $14.4bn,
after widening by $1bn to $14.6bn in Q1. Over the past couple of

years, the income deficit has increased on rising returns to foreign

investors in the mining sector.

Current account: f/c -$11.5bn in Q2
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Sources: ABS, Westpac Economics
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Aus Q2 GDP

Sep 5, Last: 1.1%qtr, 3.1%yr; WBC f/c: 0.6%qtr, 2.7%yr
Mkt f/c: 0.7%, Range: 0.5% t0 1.0%
- The economy expanded by an above trend 3.1% in the year to

March 2018, with domestic demand increasing by 3.2% and net
exports subtracting 0.2ppts from activity.

- For the June quarter, we expect GDP of 0.6%qtr, 2.7%yr.

- The arithmetic is: domestic demand, 0.6%; inventories, -0.2ppts

and net exports, +0.1ppt.

- Consumer spending, f/c 0.7%; home building activity, f/c 1.6%; and
brisk public demand, f/c 1.0%qtr, 5.0%yr; all likely advanced in the

period. Business investment is expected to be flat, dented by a
decline in mining capex, but is still up on levels of a year ago.

Australian economic conditions
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Aus RBA policy decision

Sep 4, Last: 1.50%, WBC f/c: 1.50%

Mkt f/c: 1.50%, Range: 1.50% to0 1.50%

- The RBA will hold rates unchanged at their September meeting, as
they have since they last cut rates in August 2016. The Governor's
decision statement will repeat the line that: "further progress in
reducing unemployment and having inflation return to target is
expected, although this progress is likely to be gradual".

- Economic growth over the past year was above trend, at 3.1%;
inflation is in the target band, at 2.1%; and unemployment has
declined to a six year low, 5.3%.

- However, uncertainties and challenges remain, notably around the
consumer, weak wages growth, high household debt levels and
housing, as prices ease a little following strong gains and as lending
conditions tighten.

Market moved to Westpac RBA forecast
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Aus Jul trade balance, AUDbn

Sep 6, Last: 1.9, WBC f/c: 1.5

Mkt f/c: 1.5, Range: 0.9 to 1.9

- Australia's trade account has been in surplus each month so far
in2018.

- InJune, the surplus jumped by a little in excess of $1.1bn to $1.9bn.
Export earnings increased by 2.6%, with relatively broad based gains.

- For July, we expect a modest reversal, with the surplus narrowing
to a forecast $1.5bn.

- Exportearnings are expected to edge 1% lower. Weaker iron ore
shipments in the month outweigh increased volumes for coal and LNG.

- Theimport bill is expected to be broadly unchanged. The currency
was mixed in the month (down 1.2% against the US dollar but up 0.6%
on a TWI basis), suggesting no material impact on import prices.

Australia’s trade balance
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The week ahead

Aus Jul housing finance (no.)
Sep 7, Last: -1.1%, WBC f/c: -0.5%
Mkt f/c: -0.1%, Range: -1.5% t0 1.0%

Australian housing finance approvals softened notably in June,
with the number of owner occupier loans declining 11% vs and the
value of investor loans down 2.7%. The decline is consistent with
other market indicators showing a material slowdown in activity
through May-July.

Industry data covering the major banks suggests July was more
settled. However, other indicators tracking wider mortgage activity
suggest flows continued to soften in the month. Overall we expect
owner occupier finance approvals to be down 0.5%. The value of
investor loans will again be of interest given the wider market has
continued to slow materially through July-Aug.

Value of finance approvals by segment
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US Aug employment report

Se|

p 7, last 157k, WBC 185k

To date, employment growth has run well ahead of population
growth in 2018, averaging 215k jobs per month against 182k in 2017.

Come August, we see employment growth remaining strong

at 185k. To this forecast, risks are skewed to the upside. As we
progress through the remainder of the year, owing to where we
are in the economic cycle and amid uncertainty over trade and
financial conditions, jobs growth should slow. But the deceleration
is likely to be smalliin scale and, at all points, risks will remain
skewed upward.

Strong emphasis also needs to be placed on income growth.
We remain of the view that hourly earnings growth will continue
to tend towards 3.0%, but is unlikely to move materially above
that benchmark until mid-to-late 2019. This will keep inflation
expectations in check.

US employment continues to remove slack
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Data calendar

Market Westpac

Last median forecast Risk/Comment
Mon 3
Nz Q2 terms of trade -1.9% 1.0% 1.0% Exports prices bounced back from Q1 softness.
Aus Jul retail trade 0.4% 0.3% 0.3% Indicators were uneven in July.
Aug CoreLogic home value index -0.6% = -0.4% Australian housing market continues to correct.
Q2 company profits 3.4% 1.3% 1.0% Commodity prices less supportive than in Q1.
Q2 inventories 0.7% 0.2% 0.3% A more modest inventory gain, impact -0.1ppt.
Aug AiG PMI 52.0 = - Manufact'g expansion, boosted by construction & lower dollar.
Chn Aug Caixin manufacturing PMI 50.8 50.7 - Tofollow release of official measures last Friday...
Aug Caixin services PMI 52.8 5915 - ...continue to tell broadly the same story of robust g'th.
Eur Aug Markit manufacturing PMI final 54.6 = - PMI's across Europe look to be settling at a still robust...
UK Aug Markit manufacturing PMI 54.0 = - While still firm, momentum has cooled.
us Fedspeak = = - Evans speaks on policy panel in Argentina.
Labor day - - - Markets closed.
Tue 4
Aus Q2 current account, AUDbn -10.5 -11.0 -11.5  Deficit widens on smaller trade surplus as terms of trade dips.
Q2 net exports, ppts cont'n 0.3 01 0.1 Exports rebounded in Q1 and advanced further in Q2.
Q2 public demand 1.5% - 1.0% Well above trend growth, health & infrastructure boom.
RBA policy announcement 1.50%  1.50% 1.50% On hold. RBA expects gradual progress in meeting targets.
RBA Governor Lowe speaks - - - Remarks at RBA Board Dinner, Perth 7:30pm AEST
us Aug Markit manufacturing PMI final 54.5 - - Continues to point to above-trend growth.
Jul construction spending -11% 0.5% - Apartial rebound expected.
Aug ISM manufacturing 581 57.6 - Continues to point to above-trend growth.
Fedspeak - - - Evansdiscusses policy normalization.
Wed 5
Nz GlobalDairyTrade auction -3.6% - - Fats prices have been particularly weak in recent auctions.
Q2 building work put in place -0.9% 2.0% 2.0% Signs of re-acceleration of homebuilding in Auckland.
Aus Q2 GDP 1.0% 0.7% 0.6% Inventories & net exports less supportive than in Q1,
Q2 GDP, %yr 31% 2.8% 2.7% consumer spend, home building & public demand +ve in Q2.
Aug AiG PSI 53.6 - - Strength centred on business service segments.
us Jul trade balance US$bn -46.3 -47.5 - Willthe stronger USD weigh as 2018 progresses?
Fedspeak = = - Williams, Kashkari and Bostic speak at separate events.
Thu 6
Aus Jul trade balance, AUDbn 1.9 15 1.5 Surplus off highs, export earnings down 1%.
us Aug ADP employment change 219k 188k - Continued strength likely.
Initial jobless claims 213k - - Very, very low.
Aug ISM non-manufacturing 55.7 56.9 - Continues to point to above-trend growth.
Jul factory orders 0.7%  -0.5% - Underlying trend solid, but not strong.
Fri7
Aus Jul housing finance -11% -0.1% -0.5% Industry data for major banks suggests July more settled.
Chn Aug foreign reserves $bn 3118 = - Have been steady, likely to remain that way.
Eur Q2 GDP 3rd estimate 0.4% - - Revisions unlikely. Full detail finally available.
us Aug non-farm payrolls 157k 191k 185k  Employment growth will soften gradually in late 2018.
Aug unemployment rate 3.9% 3.9% 3.9% Unemployment rate will remain below 4.0%.

Fedspeak

Mester & Rosengren at Boston Fed Conf; Kaplan in Dallas.
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New Zealand forecasts

. Quarterly Annual
Economic Forecasts
2018 Calendar years
% change Sep 2017 2018f 2019f
GDP (Production) 0.5 1.0 0.6 0.7 4.0 2.8 2.8 31
Employment 0.6 0.5 0.4 0.3 5.8 3.7 1.8 1.4
Unemployment Rate % s.a. 4.4 4.5 4.5 4.6 5.3 4.5 4.6 4.6
CPI 0.5 0.4 0.7 0.3 1.3 1.6 1.9 1.3
Current Account Balance % of GDP -2.8 -2.9 -3.2 -3.3 -2.2 -2.7 -3.3 -3.4

1 Annual average % change

Financial Forecasts Dec-18 Jun-19 Dec-19
Cash 1.75 1.75 1.75 1.75 1.75 1.75
90 Day bill 1.90 1.90 1.90 1.90 1.95 2.00
2 Year Swap 2.00 2.10 2.20 2.30 2.45 2.60
5 Year Swap 2.50 2.65 2.80 2.90 3.05 315
10 Year Bond 2.70 2.90 3.10 315 3.25 3.35
NzZD/USD 0.67 0.66 0.65 0.64 0.64 0.64
NzZD/AUD 0.91 0.90 0.90 0.91 0.91 0.91
NzD/JPY 74.37 73.9 73.5 72.3 n.7 n.a
NZD/EUR 0.58 0.57 0.57 0.57 0.56 0.55
NZD/GBP 0.52 0.52 0.53 0.52 0.52 0.52
TWI 72.57 7.8 71 70.3 70.0 69.8
2 Year Swap and 90 Day Bank Bills NZD/USD and NZD/AUD
220 4 r 240 076 —NZD/USD (left axis) r 098
——90 day bank bill (left axis) 075 —_NZDIAUD (right axis) | oo
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065 - ‘ ‘ : : : : 084
1.70 ‘ ‘ : : : : 1.90 Aug17  Oct17 Dec17 Feb18 Apr18 Jun18  Aug 18
Aug-17 Oct-17 Dec-17 Feb-18  Apr-18 Jun-18  Aug-18
NZ interest rates as at market open on NZ foreign currency mid-rates as at
3 September 2018 3 September 2018
Interest Rates Current Two weeks ago One month ago Exchange Rates Current Two weeks ago One month ago
Cash 1.75% 1.75% 1.75% NzZD/UsD 0.6620 0.6641 0.6747
30 Days 1.83% 1.79% 1.81% NZD/EUR 0.5706 0.5805 0.5830
60 Days 1.87% 1.84% 1.85% NZD/GBP 0.5114 0.5209 0.5188
90 Days 1.91% 1.95% 1.91% NzZD/JPY 73.49 73.46 75.05
2 Year Swap 1.98% 2.05% 2.12% NzD/AUD 0.9209 0.9080 0.9120
5 Year Swap 2.32% 2.40% 2.55% TWI 72.08 7213 73.06
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International forecasts

Economic Forecasts (Calendar Years) 2014 2015 2016 2017 2018f 2019f
Australia

Real GDP % yr 2.6 2.5 2.6 2.2 2.8 2.5
CPI inflation % annual 1.7 1.7 1.5 1.9 1.7 1.7
Unemployment % 6.2 5.8 5.7 5.4 5.5 5.6
Current Account % GDP -3.0 -4.7 -3.1 -2.5 -2.4 -3.4

United States

Real GDP %yr 2.6 2.9 1.5 2.3 2.9 2.5
Consumer Prices %yr 1.6 0.1 1.4 2.1 2.5 2.0
Unemployment Rate % 6.2 5.3 4.9 4.4 3.9 3.7
Current Account %GDP -2.3 -2.3 -2.3 -2.6 -2.5 -2.4
Japan

Real GDP %oyr 0.4 1.4 0.9 1.7 1.1 1.0
Euro zone

Real GDP %oyr 1.3 2.1 1.8 2.3 2.0 1.6

United Kingdom

Real GDP %oyr 33 2.3 1.9 1.8 1.2 1.5
China

Real GDP %yr 7.3 6.9 6.7 6.9 6.3 6.1
East Asia ex China

Real GDP %yr 4.2 3.8 3.9 4.5 4.4 4.3
World

Real GDP %oyr 3.6 3.5 3.2 3.8 3.8 3.7

Forecasts finalised 13 August 2018

Interest Rate Forecasts Latest Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Jun-20 Dec-20
Australia

Cash 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
90 Day BBSW 1.95 2.00 1.97 1.97 1.92 1.92 1.83 1.80
10 Year Bond 2.52 3.00 3.10 3.00 3.00 2.80 2.60 2.60

International

Fed Funds 1.875 2.375 2.625 2.875 2.875 2.875 2.875 2.875
US 10 Year Bond 2.86 3.35 3.50 3.50 3.40 3.20 3.00 2.80
ECB Deposit Rate -0.40 -0.40 -0.40 -0.40 -0.30 -0.20 0.00 0.20
Exchange Rate Forecasts Latest Dec-19 Jun-20 Dec-20
AUD/USD 0.7252 0.73 0.72 0.70 0.70 0.70 0.74 0.75
USD/JPY 110.98 n2 13 n3 n2 12 109 106
EUR/USD 11664 115 114 113 114 116 1.22 1.28
AUD/NZD 1.0917 mm mm 1.09 1.09 1.09 112 110
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Contact the Westpac economics team

Dominick Stephens, Chief Economist +64 9 336 5671
Michael Gordon, Senior Economist +64 9 336 5670
Satish Ranchhod, Senior Economist +64 9 336 5668
Anne Boniface, Senior Economist +64 9 336 5669
Paul Clark, Industry Economist +64 9 336 5656

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.

Disclaimer

Things you should know

Westpac Institutional Bank is a division of Westpac Banking
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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 wholesale client of Westpac.

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 can be obtained at the internet address www.
westpac.co.nz. For further information please refer to the Product
Disclosure Statement (available 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
www.westpac.co.nz.

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 a license issued by the Hong
Kong Securities and Futures Commission (SFC) for Type 1and 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 EC3A7LL, and is registered at Cardiff in
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the UK (as Branch No. BRO0106), 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 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;
iii) and well defined wall/cell crossing procedures;

iv) a “need to know” 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 Commaodity 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’),
a wholly-owned 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 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
ina 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.

WESTPAC WEEKLY COMMENTARY | 3September 2018 | 10



