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Growth finding a floor

Economic news over the past week continued to highlight the flagging momentum in activity through
the first half of 2018. However, while the economy has lost some steam, the back half of the year is likely
to see a rotation in the drivers of growth, underpinned by a large increase in fiscal spending. This will
help to provide a floor under GDP growth over the next year or two. Against this backdrop, we have seen a
firming in inflation, with a further lift expected over the next few quarters.

The New Zealand economy slowed through the
first half of 2018

The first half of 2018 saw some of the wind coming out of
the economy’s sails, with annual GDP growth estimated to
have slowed to around 2.5% in the year to June. This has
broadly matched our expectations for a cooling in private
sector demand in the face of a slowing housing market and
emergence of capacity constraints. But while GDP growth
may have slowed, we certainly wouldn't describe the

New Zealand economy as being weak, especially not with
unemployment at a ten year low. The economy is now into
its eighth year of expansion, and it’s normal to see some
easing in growth at this late stage of the cycle as spare
capacity has been absorbed.

Slowing economic momentum has been seen on several
fronts. One of the most important is the housing market. The
latest update from REINZ revealed that nationwide house
prices fell by 0.1% in June, leaving the level of house prices
essentially flat since February. Prices are still 3.8% higher
than this time last year. However, that is a far cry from the
double-digit rates of increase we saw in recent years.

Softness in house prices has been centred squarely on the
Auckland and Canterbury markets, which together account
for 40% of sales. Prices in Auckland fell 0.3% in June (their
fourth decline in as many months) and have been tracking
sideways for close to two years now. Similarly, prices in

Canterbury have held steady for an extended period as the
region continues its post-earthquake adjustment. Outside of
Auckland and Canterbury, we're still seeing reasonable price
gains, though the rate of increase has taken a noticeable
step down from the frantic pace seen in previous years.

The slowdown in the housing market comes against a
backdrop of significant policy changes. The ‘Bright Line
Test’ for taxing capital gains has already been extended.
Restrictions on foreign buyers of property are expected to
come into force some time next month. Then from early
next year, the use of negative gearing by property investors
will start to be phased out. Combined with increases in
housing supply (which are also being supported by policy
changes like the KiwiBuild program and Auckland’s Unitary
Plan), we expect that these measures will result in house
price growth remaining muted for some time.

New Zealanders hold a large portion of their wealth in
owner-occupied and investor housing, and we've already
seen nominal spending growth flattening off through the
first half of the year as the housing market has cooled.
Looking ahead, we expect that continued softness in the
housing market will weigh on household spending for some
time yet (though as discussed below, this will be partially
offset by increases in family support payments).

The slowdown in the housing market comes atop other
signs that growth has cooled. A range of recent surveys
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Growth finding a flootr... continued

have highlighted falling confidence and softening activity
in the business sector. That message was reinforced by
the latest surveys of manufacturing and service sector
conditions from BusinessNZ, which pointed towards
slowing output growth, as well as a cooling in the demand
for workers and a moderation in forward orders in

recent months.

Fiscal spending to provide a floor for growth
going forward

After cooling in recent months, we expect GDP growth
will find a floor through the second half of the year. A key
reason for this is that significant increases in Government
spending are now being rolled out. That includes around
$1.5b of spending on the Government’s families package
and accommodation support payments, which together
will provide a significant boost to the disposable incomes
of many households. The coming year will also see big
spending increases in other areas, including health

and education.

Increases in government spending, along with firmness in
some export sectors (including tourism) will help to offset
the moderation in private sector demand. Putting it all
together, we expect to see the economy growing at rates a
little below 3% over the next year or two.

The inflation backdrop is also firming

The other area of the economy where things have been
changing is inflation. Consumer prices rose by 0.4% in

the June quarter to be up 1.5% over the year. That was

a little softer than we had expected, weighed down by
some one-off factors (like falls in the prices of imported
cars and televisions). However, digging into the details,
what we are seeing is an ongoing gradual firming in the
economy’s underlying inflation pulse. That was reflected in
the range of core inflation measures StatsNZ and the RBNZ
produce, which are now running at levels approaching 2%.
Importantly, this lift in core inflation has been underpinned
by a rise in the more persistent domestic components of
inflation. Combined with a firming in wage growth and rise
in petrol prices, this should see inflation finally rising back
to 2% by the end of this year.

Markets had been flirting with the possibility of a cut from
the RBNZ in recent weeks. However, the firming in core
inflation has poured cold water on that idea. We continue
to expect that the next move in the OCR will be a hike, but
don’t expect this to occur until the final quarter of 2019. The
RBNZ will be mindful that at least some of the current rise in
inflation is related to fuel prices, so will likely be temporary.
Furthermore, it looks unlikely that inflation will threaten

the upper bound of the RBNZ’s target band any time soon,
particularly given the lingering softness in many retail
prices. That means that there’s no urgency to adjust rates
at this stage.

Fixed vs Floating for mortgages

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.

We expect floating and short-term fixed mortgage rates
to rise gradually over the coming few years, meaning
that taking a fixed rate may prove worthwhile. One-year
fixed rates are usually 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.

NZ interest rates

=== 16-Jul-18

—23-Jul-18

10yr swap
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The week ahead

Aus Q2 CPI
Jul 25, Last: 0.4%, 1.9%yr, WBC f/c: 0.4%, 2.1%yr
Mkt f/c: 0.5%, Range: 0.3% to 0.8%

- The Consumer Price index for Q1 was 0.4%qtr, 1.9%yr.
For Q2, we anticipate another 0.4% print, lifting the annual figure to
2.1%. The average of the RBA core measures was 0.5%qtr, 2.0%yr
in Q1. We anticipate 0.5%qtr, 1.9%yr for Q2.

- Inshort, inflation is at the bottom of the RBA's target band at a
time of weak wages growth, intense competition across retail and
supermarkets, as well as a housing slowdown.

- InQ2, petrol prices jumped 6%, adding 0.2ppts to the CPI. Against
that, the CPI (which is not seasonally adjusted, unlike the RBA core
measures) will be dampened by seasonally soft reads on education
and pharmaceuticals.

Core inflation
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Aus Q1 export price index

Jul 26, Last: 4.9%, WBC f/c: -0.8%

Mkt f/c: -1.3%, Range: -3.0% to 0.0%

- Export prices have been volatile over the past year as global
commodity prices fluctuate. The March quarter saw an upward
movement in commodity prices, contributing to a near 5% bounce
in the export goods price index - but that still left the index 1.4%
below the level of a year earlier.

- Inthe June quarter, commodity prices reversed. We expect the
export price index to decline by 0.8% in Q2 despite the lower dollar
boosting export earnings.

- Theterms of trade for goods, on these estimates, retreated by a
little in excess of 3% in the June quarter.

- Asto prices for services, an update will be available with the
release of the Balance of Payments on September 4.

Commodity prices & export price index
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Aus Q2 import price index

Jul 26, Last: 2.1%, WBC f/c: 2.5%

Mkt f/c: 1.9%, Range: 0.5% to 3.5%

- Prices forimported goods increased by 2.1in the March quarter
to be 2.3% above the level a year earlier - moving higher on rising
global energy prices and with the Australian dollar pulling back
of late.

- For the June quarter, we expect import prices to rise by a further
92.5% to be 5.0% higher than in mid-2017.

- The currency weakened in Q2, making imports more expensive. In
the quarter, the dollar fell by 2.6% on a TWI basis to be down by
3.2% over the year.

- The cost ofimported fuel increased yet again as oil prices
continued their climb.

Import & export goods prices
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ECB July policy meeting
Jul 26, last -0.40%, WBC -0.40%

- With such clear and purposeful guidance on policy delivered in
June, the July ECB meeting feels like a non-event. We know that
asset purchases will be tapered again from October before ending
completely in December, and that interest rates are on hold until
the end of next summer.

- What then is the point of closely scrutinising the July post-meeting
communications? In short, the Governing Council's assessment of
global risks.

- Of greatest significance will be their view on the effect mounting
trade tensions are having on Europe's economy, both businesses
and households. Also crucial to the outlook is global financial
stability and market liquidity. Finally, we expect another clear
warning on the threat that European politics pose to the region's
long-term productivity and prosperity.

ECB to hold off on rate hikes till Q3 2019
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The week ahead

US Q2 GDP, % annualised
Jul 27, last 2.0%, WBC 4.2%
- Avery strong Q2 outcome has long been expected by the

market. Following a modest gain of 2.0% in Q1, in part because

of particularly poor weather, US GDP is set to bounce over 4.0%.
There are a number of risks, primarily around deflators for trade
and consumption, that could see the final number come out
anywhere between 3.5% and 4.5% annualised. But to us the most
likely outcome is circa 4.2%. In terms of the components, trade
and government spending are expected to be strong positives, with
business investment and consumption also set to provide support.

- Following this release, attention will quickly turn to the second half
of 2018. Here, expectations are also very high, but to us so are the
risks. In recent business investment data, there has been signs of a
softening, and anecdotes on the effect from tariffs are rising. Real
income growth for the consumer is also a looming constraint.

US growth pulse to narrow
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Data calendar

Market Westpac

Last median forecast Risk/Comment
Mon 23
Eur Jul consumer confidence advance -0.5 -07 - Stillrobust, but at risk.
us Jun Chicago Fed activity index -015 = - Higher USD and tariffs to weigh in time.
Jun existing home sales -0.4% 0.9% - Have been soft of late; supply the main cause.
Tue 24
Eur Jul Markit manufacturing PMI flash 54.9 547 - Stabilising after early 2018 weakness...
Jul Markit services PMI flash 55.2 55.0 - ... momentum still robust.
us May FHFA house prices 0.1% - - Robust.
Jul Markit manufacturing PMI flash 55.4 55.3 - Isless positive than ISM's...
Jul Markit services PMI flash 56.5 - - ... mix of business surveyed key.
Jul Richmond Fed index 20 18 - Highly volatile this year.
Wed 25
Nz Jun trade balance, $m 294 25 200 Trade balance entering its seasonal decline.
Aus Q2 CPI 0.4% 0.5% 0.4%  Annual CPI lifts to 2.1% from 1.9%, core dips to 1.9% from 2.0%.
Q2 avg RBA core measures 0.5% 0.5% 0.5% Petrol prices add 0.2ppts in Q2, but o/w lack of price pressure.
Eur Jun M3 money supply %oyr 4.0% 4.0% - Credit data also due.
us Jun new home sales 67%  -2.8% - Volatile month to month.
Thu 26
Aus Q2 import price index 2.1% 1.9% 9.5%  Cost of imports up on lower AUD & higher oil prices.
Q2 export price index 4.9% -1.3% -0.8%  Export prices dip, on commodity price pull-back.
Eur ECB policy decision -04%  -0.4% -0.4% Focus to be on risks, given policy course set.
us Junwholesale inventories 0.6% - - Willadd materially to growth in Q2.
Jun durable goods orders prelim. -0.4% 3.0% - Transport creating considerable volatility.
Initial jobless claims 207k - - Keeps breaking lower.
Jul Kansas City Fed index 28 - - Onan uptrend.
Fri 27
Nz Jul ANZ consumer confidence 120.0 = - Confidence measures have cooled through mid-2018.
Aus Q2 PP 0.5% = - Preliminary demand prices tracking ahead of final demand.
UK Jul Nationwide house prices 0.5% = - Price growth muted, weighed down by weakness in London.
Chn Jun industrial profits %oyr 91.1% - - Elevated thanks to commodities & push for profitability.
us Q2 GDP 1st estimate % annualised 2.0% 4.0% 4.9% Unquestionably strong. What will H2 2018 bring?
Jul Uni. of Michigan sentiment 971 97.2 - Labour market a strong support.
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New Zealand forecasts

. Quarterly Annual
Economic Forecasts
2018 Calendar years
% change Sep 2017 2018f 2019f
GDP (Production) 0.5 0.7 0.8 0.7 4.0 2.8 2.6 3.2
Employment 0.6 0.2 0.3 0.3 5.8 3.7 1.4 1.4
Unemployment Rate % s.a. 4.4 4.4 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 1.4
Current Account Balance % of GDP -2.8 -3.0 -3.2 -3.2 -2.2 -2.7 -3.2 -3.0

1 Annual average % change

Financial Forecasts Dec-18 Jun-18 Dec-19
Cash 1.75 1.75 1.75 1.75 1.75 2.00
90 Day bill 2.00 2.00 2.00 2.00 2.10 2.20
2 Year Swap 2.20 2.30 2.40 2.55 2.70 2.80
5 Year Swap 2.70 2.85 3.00 3.15 3.25 3.30
10 Year Bond 2.90 315 3.30 3.35 3.40 3.45
NzZD/USD 0.68 0.67 0.65 0.65 0.64 0.65
NzZD/AUD 0.92 0.91 0.90 0.90 0.91 0.93
NzD/JPY 76.2 75.0 741 73.5 n7 7.5
NZD/EUR 0.58 0.58 0.57 0.56 0.54 0.54
NZD/GBP 0.52 0.53 0.53 0.53 0.52 0.53
TWI 73.4 72.7 7.2 70.9 701 70.8
2 Year Swap and 90 Day Bank Bills NZD/USD and NZD/AUD
220 - [ 240 0.76 - —NZD/USD (left axis) ¢ 1.00
——90 day bank bill (left axis)
075 —NZD/AUD (right axis)
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Ju-17  Sep-17  Nov-17  Jan-18  Mar-18  May-18  Jul-18 Jul7 - Sep17  Novi7  Jan18  Mar18  May18  Jul18
NZ interest rates as at market open on NZ foreign currency mid-rates as at
23 July 2018 23 July 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 0.6791 0.6839 0.6915
30 Days 1.82% 1.87% 1.90% NZD/EUR 0.5787 0.5824 0.5929
60 Days 1.87% 1.93% 1.96% NZD/GBP 0.5172 0.5133 0.5217
90 Days 1.92% 1.99% 2.04% NzZD/JPY 75.57 75.51 75.97
2 Year Swap 2.15% 2.19% 2.25% NzD/AUD 0.9153 0.9203 0.9294
5 Year Swap 2.53% 2.57% 2.66% TWI 73.23 73.16 73.60
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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 2.7 2.5
CPl inflation % annual 1.7 1.7 1.5 1.9 1.8 1.8
Unemployment % 6.2 5.8 5.7 5.4 5.5 5.6
Current Account % GDP -3.0 -4.7 -3.1 -2.5 -2.8 -4.0
United States

Real GDP %yr 2.6 2.9 1.5 2.3 2.8 2.5
Consumer Prices %yr 1.6 0.1 1.3 2.1 2.6 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 1.2 1.0
Euro zone

Real GDP %oyr 1.3 2.1 1.8 2.3 2.1 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 4.3 4.3
World

Real GDP %oyr 3.6 3.5 3.2 3.8 3.8 3.7

Forecasts finalised 6 July 2018

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

Cash 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
90 Day Bill 1.98 2.04 2.02 1.95 1.95 1.90 1.90 1.85
10 Year Bond 2.62 2.75 3.05 3.20 3.10 3.10 3.00 3.00
International

Fed Funds 1.875 2.125 2.375 2.625 2.875 2.875 2.875 2.875
US 10 Year Bond 2.84 3.00 3.35 3.50 3.50 3.40 3.20 3.10
ECB Deposit Rate -0.40 -0.40 -0.40 -0.40 -0.40 -0.30 -0.20 -0.10

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

AUD/USD 0.7365 0.74 0.74 0.72 0.72 0.70 0.70 0.72
USD/JPY 12.24 m 12 n4 13 1n2 1o 109
EUR/USD 11661 117 116 115 116 118 1.20 1.21
AUD/NZD 1.0906 1.09 110 m mm 1.09 1.08 1.09
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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
Corporation ABN 33 007 457141 (‘Westpac’).

Disclaimer

This material contains general commentary, and market colour.

The material does not constitute investment advice. Certain types

of transactions, including those involving futures, options and high
yield securities give rise to substantial risk and are not suitable for all
investors. We recommend that you seek your own independent legal
or financial advice before proceeding with any investment decision.
This information has been prepared without taking account of your
objectives, financial situation or needs. This material may contain
material provided by third parties. While such material is published
with the necessary permission none of Westpac or its related entities
accepts any responsibility for the accuracy or completeness of

any such material. Although we have made every effort to ensure

the information is free from error, none of Westpac or its related
entities warrants the accuracy, adequacy or completeness of the
information, or otherwise endorses it in any way. Except where
contrary to law, Westpac and its related entities intend by this

notice to exclude liability for the information. The information is
subject to change without notice and none of Westpac or its related
entities is under any obligation to update the information or correct
any inaccuracy which may become apparent at a later date. The
information contained in this material does not constitute an offer, a
solicitation of an offer, or an inducement to subscribe for, purchase
or sell any financial instrument or to enter a legally binding contract.
Past performance is not a reliable indicator of future performance.
Whilst every effort has been taken to ensure that the assumptions on
which the forecasts are based are reasonable, the forecasts may be
affected by incorrect assumptions or by known or unknown risks and
uncertainties. The ultimate outcomes may differ substantially from
these forecasts.

Country disclosures

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

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
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