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Weekly 
Commentary
12 November 2018

Not on target
Unemployment has plumbed new lows and that could spark some wage inflation, but we still think general 
inflation is contained. The RBNZ shifted to a slightly less dovish stance, which was expected. Extraordinarily, 
the RBNZ is forecasting that both inflation and employment will exceed target in the medium term, yet it 
plans no response to that with the OCR. This underscores that the new RBNZ is less hawkish than the old. 

Last week’s excitement started with the September quarter 
Household Labour Force Survey, which registered a ten-
year low in the unemployment rate of 3.9%. That was a lot 
lower than we were expecting, given that jobseeker benefit 
numbers are on the rise. 

We are wary of the inherent noise in the HLFS survey. 
On this occasion the drop in unemployment was heavily 
concentrated among very young people, which may be a 
sign that sampling error was a factor. One-quarter moves of 
this size are often followed by at least a partial reversal in the 
next quarter, and that’s what we expect on this occasion.

That said, a broad sweep of all relevant data does suggest 
that the labour market is more positive than we gave it 
credit for. The HLFS probably overstates the case, but the 
fact remains that unemployment is trending down despite 
the economic slowdown of 2017 and early-2018. Evidently, 
low business confidence has not stopped firms from hiring. 

Given this evidence of improving employment conditions, 
the lack of wage growth looks all the more mysterious. The 
September Labour Cost Index rose by 0.5%, with annual 
growth slowing a little to 1.9%. The drop in the annual 
growth rate is not surprising, as the aged care workers’ pay 
equity settlement had boosted the numbers previously. 
Private sector wage growth has arguably started to pick up 
on a quarterly basis, and other measures of wage growth 

are a little stronger. But it’s been a very incremental lift in 
wage growth so far.

Our view is that wage growth will gradually strengthen as 
the labour market continues to tighten. Wage growth is 
also going to be boosted by the rising minimum wage, pay 
settlements for nurses and teachers, and moves towards 
more collective wage bargaining. But this acceleration in 
wage growth will be too slow to generate much inflation, 
particularly considering other forces will be acting to keep 
inflation contained, such extending free tertiary education 
beyond one year and competition in the retail sector. 

The Reserve Bank’s November Monetary Policy Statement 
came hot on the heels of the super-strong labour market 
report, and followed similar massive upside surprises on 
GDP and inflation. We were expecting a slightly hawkish 
shift, and that’s exactly what we got. The Reserve Bank 
removed the phrase that the next move in the OCR could be 
“up or down”, issued evenly balanced alternative scenarios 
(rather than skewing them to the downside), and lifted its 
inflation forecast. 

At the same time however, the RBNZ remained adamant 
that the OCR is not going to rise any time soon. They 
retained the phrase that the OCR is expected to remain “at 
this level through 2019 and into 2020”, and the OCR forecast 
was unchanged from August. 

Glow Worm (Arachnocampa Luminosa)
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Given the sheer scale of the data surprises over the past 
three months, this really was a tiny shift in position. This 
underscores just how much less hawkish the Reserve Bank 
has become since the change to a dual mandate and a new 
Governor. We suspect that last week’s events will become 
a theme. Over the coming year, we expect the economy 
to strengthen and inflation to rise. Yet we remain very 
comfortable forecasting no OCR hike until mid-2020. 

The most extraordinary aspect of last week’s Monetary 
Policy Statement related to the Reserve Bank’s medium-
term forecasts. The Reserve Bank is actually forecasting that 
inflation will rise above the 2% mid-point of their inflation 
target bank, on a sustained basis, over the medium term. At 
the same time, they predict that employment will rise above 
its maximum sustainable level. In other words, the Reserve 
Bank is saying that it is going to overshoot its targets. Yet it is 
not planning to adjust the OCR to avert that miss.

Usually, the Reserve Bank forecasts shows inflation settling 
at 2% over a horizon of, say, three years. After all, if inflation 
was in danger of heading higher three years in the future, 
the Reserve Bank would still have time to lift the OCR and 
avert the rise in inflation. On this occasion, rather than 
forecasting a rise in the OCR it is simply saying that it is not 

going to hit its inflation target, although admittedly the 
margin is small. 

The situation has become more complex now that the RBNZ 
must target both employment and an inflation. One could 
imagine the RBNZ forecasting one variable above target and 
one below, in a sort of balancing act. But that is not the case 
here – the RBNZ is saying it expects both employment and 
inflation to be above target. 

Perhaps the RBNZ has been burned by many years of 
below-target inflation, and is prepared to take a small risk 
on the other side. Or perhaps it is interpreting differently 
the requirement to keep inflation “near the 2% mid-point” 
of its target range, and regards 2.2% as close enough. 
Whatever the explanation, this is a small but significant 
departure from the approach that the previous Governor 
would have taken. 

Financial markets have taken the recent strong data and 
slight shift in tone from the RBNZ as licence to mark swap 
rates and the NZD much higher. That may prove to be a 
mistake. Our prediction is that the Reserve Bank will remain 
very dovish even if the data remains strong. If we are right, 
two-year swap rates above 2.2% are not tenable.

Not on target continued

Fixed-term mortgage rates have fallen as the market 
has adjusted 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. 

Fixed vs Floating for mortgages

NZ interest rates
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The week ahead

NZ REINZ house prices and sales
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Aus wage growth and difficulty finding labour
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NZ Oct house sales and prices 
Nov 10 (tbc), Sales last: -2.5%, Prices last: +5.4%yr

–– House price inflation has slowly strengthened in recent months, 
although there is stark regional variation. Auckland and Canterbury 
prices are flat to falling, others are rising rapidly. 

–– Going forward the market will be influenced by the recently-
introduced foreign buyer ban and a recent sharp drop in mortgage 
rates. We expect the balance to be positive, but less so in Auckland.

–– We have already seen stronger listings and strong sales from one 
agency, the October REINZ data may show a modest pickup in sales. 

Aus Q3 Wage Price Index - %qtr
Nov 14, Last: 0.6%, WBC f/c: 0.6% 
Mkt f/c: 0.6%, Range: 0.4% to 0.7%

–– There has been some removal of excess slack in the labour market, 
yet we are still waiting for a meaningful pickup in wage inflation.

–– Total hourly wages ex bonuses increased 0.6% in Q2, in line with 
market and Westpac expectations; lifting the annual rate to 2.1%yr 
from 2.0%yr (was 2.1%yr). Private sector wages grew 0.5% lifting 
the annual rate slightly to 2.1%yr. Public sector wages grew 0.6% 
holding the annual rate at 2.4%yr - a pace maintained since 2017 Q1.

–– This year the lift in the minimum wage was 3.5%yr, a small increase 
on the 3.3%yr granted in 2017. However, in 2017 the minimum wage 
increase did not have a meaningful impact on aggregate wages. 
Will we see a larger impact in 2018?

NZ Oct retail card spending 
Nov 12, Last: +1.1%, WBC f/c: +0.5%

–– Retail spending levels rose by a solid 1.1% in September, following 
a similar sized gain in August. Those gains were underpinned by 
increased spending on consumables (e.g. groceries), as well as firm 
spending on durables. Spending levels have been boosted by the 
Government’s Families Package, which has added to the disposable 
incomes of many households.

–– We expect more modest spending growth in October and are 
forecasting a 0.5% gain in the month. While the lift in disposable 
incomes has added to the level of spending, higher fuel prices are 
limiting increases in discretionary expenditure in core categories.

Aus Nov Westpac-MI Consumer Sentiment
Nov 14 Last: 101.5

–– The Westpac Melbourne Institute Index of Consumer Sentiment 
rose 1% to 101.5 in October from 100.5 in September. The small 
gain follows a 5.2% decline over the previous two months as an 
earlier boost from tax cuts announced in the May budget faded 
and negatives around the political backdrop; mortgage rate 
increases; declining house prices and rising petrol prices weighed 
on confidence. The October gain suggests some of the drag from 
these negatives has eased while positives around economic growth 
and the labour market have provided some support.

–– The November survey was in the field from November 5-10. The 
backdrop has again been a little more settled although global trade 
tensions, declining house prices in Sydney and Melbourne and 
sluggish income growth remain clear headwinds.
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The week ahead

Aus employment & labour force
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Aus Oct Labour Force Survey - Employment '000
Nov 15, Last: 5.6k, WBC f/c: 20k 
Mkt f/c: 20k, Range: 10k to 30k

–– The Sep Labour Force Survey was full of surprises. The first was 
that employment came in less than expected rising just 5.6k in the 
month with a more positive 20.3k gain in full-time employment vs. a 
–14.7k decline in part-time employment.

–– At the same time there was a drop in participation to 65.4% 
from 65.6% resulting in a –31.6k decline in the labour force. Our 
holistic view of the survey is that some of the monthly volatility is 
associated with the rolling of the groups in the survey sample. In 
original terms, the ABS notes that the incoming rotation group had 
a lower employment to population ratio (61.9%) than the entire 
sample (62.1%).

–– Given this, we are looking for a slightly above trend bounce in 
employment, up 20k with an associated rise in the labour force.

US Oct CPI and retail sales
Nov 14, CPI, last 0.1%, WBC 0.3% 
Nov 15, retail sales, last 0.1%, WBC 0.7%

–– CPI inflation has held above the FOMC's 2.0%yr target for much of 
2018, the headline measure averaging 2.6%yr over the 7 months to 
Sep. The core measure (excludes food and energy) has averaged 
2.2%yr over the same period.

–– October looks set to continue this trend, respective 0.3% and 0.2% 
monthly gains to see annual inflation at 2.5%yr for headline and 
2.2%yr for core.

–– On retail sales, monthly volatility has been considerable, both with 
respect to initial outcomes and revisions. Looking through this 
however, the trend remains robust. After a weak September, we are 
due a bounce come October. Furthermore, the risks are skewed 
upward, given the need to replace auto purchases following 
Hurricane season.

Aus Oct Labour Force Survey - Unemployment %
Nov 15, Last: 5.0%, WBC f/c: 5.1% 
Mkt f/c: 5.1%, Range: 4.9% to 5.2%

–– The other big surprise in the Oct Labour Force was the fall in 
unemployment to 5.0% which has historically been argued to be 
the level for the natural rate of unemployment. 

–– As the fall was associated with a fall in participation, some may 
be tempted to argue that were it not for the fall in participation 
then the unemployment rate would have been higher. We don’t 
give countenance to such a statement as we believe you should 
take a holistic view of the labour market and not just look at one 
factor (say employment) and ignoring others (unemployment, 
participation, and hours worked).

–– With our forecast 20k rise in employment and a lift in participation 
to 65.5% this will see the unemployment rate lift to 5.1%.
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Economic Forecasts 
Quarterly Annual

2018 2019

% change Jun (a) Sep Dec Mar 2017 2018f 2019f 2020f

GDP (Production) 1.0 0.7 0.7 0.7 2.8 2.8 3.1 2.9

Employment 0.6 1.1 0.1 0.2 3.7 2.4 1.2 1.7

Unemployment Rate % s.a. 4.4 3.9 4.3 4.4 4.5 4.3 4.2 4.0

CPI 0.4 0.7 0.5 0.4 1.6 2.1 1.4 1.8

Current Account Balance % of GDP -3.3 -3.5 -3.5 -3.2 -2.9 -3.5 -3.4 -2.9

Financial Forecasts Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20

Cash 1.75 1.75 1.75 1.75 1.75 1.75

90 Day bill 1.90 1.90 1.90 1.95 2.00 2.10

2 Year Swap 2.10 2.20 2.30 2.45 2.60 2.75

5 Year Swap 2.50 2.70 2.90 3.05 3.15 3.25

10 Year Bond 2.70 2.90 3.10 3.25 3.35 3.40

NZD/USD 0.66 0.64 0.63 0.61 0.62 0.63

NZD/AUD 0.92 0.90 0.90 0.90 0.89 0.88

NZD/JPY 75.2 73.0 72.5 69.5 69.4 69.3

NZD/EUR 0.58 0.58 0.57 0.56 0.56 0.56

NZD/GBP 0.52 0.52 0.51 0.49 0.49 0.49

TWI 72.6 70.9 70.2 68.3 68.5 68.6

NZ interest rates as at market open on 
12 November 2018

Interest Rates Current Two weeks ago One month ago

Cash 1.75% 1.75% 1.75%

30 Days 1.90% 1.83% 1.82%

60 Days 1.95% 1.86% 1.86%

90 Days 1.99% 1.89% 1.89%

2 Year Swap 2.20% 2.01% 2.04%

5 Year Swap 2.65% 2.32% 2.41%

NZ foreign currency mid-rates as at 
12 November 2018

Exchange Rates Current Two weeks ago One month ago

NZD/USD 0.6733 0.6525 0.6507

NZD/EUR 0.5949 0.5723 0.5630

NZD/GBP 0.5212 0.5093 0.4946

NZD/JPY 76.63 72.92 72.98

NZD/AUD 0.9331 0.9184 0.9149

TWI 74.00 71.83 71.36

New Zealand forecasts
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Last Market 
median

Westpac 
forecast Risk/Comment

Mon 12
NZ Oct REINZ house prices, %yr 4.0% – – Due this week. Balance between foreign buyer ban and a recent…

Oct REINZ house sales –2.5 – – …drop in mortgage rates should be positive for now.
Oct retail card spending 1.1% – 0.5% Rising fuel prices restraining broader spending growth.

Chn Oct money supply M2 %yr 8.3% 8.4% – Tentative date 10-15. New loans and financing also released.
Eur EC President Juncker speaks – – – Opening speech at conf. "Where is Europe Headed?"
US Veterans Day – – – Public holiday.

Fedspeak – – – Daly speaks on the economic outlook in Idaho.
Tue 13
NZ Oct food prices –0.1% – –0.5% Produce prices easing; annual food price inflation near zero. 
Aus Oct NAB business survey 15 – – Conditions index elevated but off highs of late 2017, H1 2018.
Eur Nov ZEW survey of expectations -19.4 – – Eased back to below average
UK Sep ILO unemployment rate 4.0% – – Low unemployment has been boosting wage growth.
US Oct NFIB small business optimism 107.9 108.0 – Small businesses believe strongly in the outlook.

Oct monthly budget $bn 119.1 -116.5 – Deficit yet to become a concern.
Fedspeak – – – Kashkari speaks at regional economic conference on immigration.

Wed 14
Aus Nov WBC-MI Consumer Sentiment 101.5 – – Important read in the lead in to Christmas.

Q3 wage price index 0.6% 0.6% 0.6% Waiting to see if the min wage increase will bump the WPI. 
UK Oct CPI 0.1% – – Core inflation contained with imported inflation easing.

Sep house price index, %yr 3.2% – – Economic uncertainty continues to weigh on price growth.
Chn Oct retail sales ytd %yr 9.3% 9.3% – Consumer has been a key driver of growth in 2018.

Oct industrial production ytd %yr 6.4% 6.3% – Manufacturing momentum remains solid.
Oct fixed asset invest. ytd %yr 5.4% 5.5% – Investment looks to be building a base.

Eur Sep industrial production 1.0% -0.4% – Trend is moderate.
Q3 GDP 2nd estimate 0.2% 0.2% – National detail and revisions. 

US Oct CPI 0.1% 0.3% 0.3% Energy a positive in Oct.
Oct CPI ex food and energy 0.1% 0.2% 0.2% Core inflation remains near target.
Fedspeak – – – Quarles speaking to House financial services panel on banking.

Thu 15
Aus Oct employment 5.6k 20k 20k Falling employment & participation in Sep suggests we can...

Oct unemployment rate 5.0% 5.1% 5.1% ... get a bump in both employment & unemployment in Oct. 
Nov MI inflation expectations 4.0% – – Petrol prices have started to ease back 
RBA Deputy Gov Debelle speaks – – – FINSIA Signature Event: The Regulators, Melb 12:30 pm.

Eur Sep trade balance €bn 16.6 – – Surplus has eased back over 2018.
US Nov Fed Empire state index 21.1 19.5 – Regional surveys coming off highs.

Oct retail sales 0.1% 0.5% 0.7% Oct to see a bounce in sales; durables upside risk.
Nov Phily Fed index 22.2 21.0 – Regional surveys coming off highs.
Oct import price index 0.5% 0.0% – Higher US dollar an offset to commodity prices.
Initial jobless claims 214k – – Very low.
Sep business inventories 0.5% 0.3% – Pull forward of imports a positive for inventories.
Fed Chair Powell speaks – – – To discuss economy at Dallas Fed event.
Fedspeak – – – Quarles speaking to Senate panel on banking supervision.
Fedspeak – – – Kashkari speaking in moderated Q+A in Minnesota.

Fri 16
NZ Oct BusinessNZ manufacturing PMI 51.7 – – Businesses have reported softening activity in recent months.
Eur Oct core CPI %yr final 1.1% 1.1% – Has remained sticky around 1%.
US Oct industrial production 0.3% 0.2% – Quite a constrast to PMI strength.

Nov Kansas City Fed index 8 – – Regional surveys coming off highs.
Sep total net TIC flows $bn 108.2 – – Detail on US government bond purchasers.
Fedspeak – – – Evans speaks at fixed income roundtable in Chicago.

Data calendar
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Economic Forecasts (Calendar Years) 2015 2016 2017 2018f 2019f 2020f

Australia

Real GDP % yr 2.5 2.6 2.2 3.3 2.7 2.8

CPI inflation % annual 1.7 1.5 1.9 2.0 1.7 1.7

Unemployment % 5.8 5.7 5.5 5.1 5.0 4.8

Current Account % GDP -4.7 -3.1 -2.6 -2.4 -2.5 -3.3

United States

Real GDP %yr 2.9 1.5 2.3 2.9 2.5 1.7

Consumer Prices %yr 0.1 1.4 2.1 2.4 2.0 1.9

Unemployment Rate % 5.3 4.9 4.4 3.9 3.6 3.6

Current Account %GDP -2.3 -2.3 -2.3 -2.6 -2.5 -2.4

Japan

Real GDP %yr 1.4 0.9 1.7 0.9 0.8 0.7

Euro zone

Real GDP %yr 2.1 1.8 2.5 1.9 1.5 1.5

United Kingdom

Real GDP %yr 2.3 1.9 1.8 1.2 1.2 1.4

China

Real GDP %yr 6.9 6.7 6.9 6.4 6.1 6.0

East Asia ex China

Real GDP %yr 3.8 3.9 4.5 4.3 4.1 4.1

World

Real GDP %yr 3.5 3.2 3.8 3.8 3.6 3.5

Forecasts finalised 9 November 2018

International forecasts

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 1.94 1.98 1.93 1.91 1.90 1.90 1.85 1.83

10 Year Bond 2.77 2.70 2.80 2.80 2.90 2.80 2.70 2.60

International

Fed Funds 2.125 2.375 2.625 2.875 3.125 3.125 3.125 3.125

US 10 Year Bond 3.22 3.25 3.40 3.50 3.60 3.30 3.10 3.00

ECB Deposit Rate -0.40 –0.40 –0.40 –0.40 –0.30 –0.20 0.00 0.20

Exchange Rate Forecasts Latest Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Jun-20 Dec-20

AUD/USD 0.7243 0.72 0.71 0.70 0.68 0.70 0.74 0.74

USD/JPY 113.93 114 114 115 114 112 109 106

EUR/USD 1.1343 1.13 1.11 1.10 1.09 1.10 1.16 1.22

AUD/NZD 1.0750 1.09 1.11 1.11 1.11 1.13 1.14 1.11
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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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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 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 
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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 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;

(ii)	� 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 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’), 
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 
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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