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Escaping the bind

Last week we released our latest quarterly Economic
Overview. As always, it's a compact but comprehensive
summary of our views on the New Zealand economy,
available on our website at http://wwwwestpac.co.nz/wib/
economic-updates/.

Three key developments have informed our latest thinking: the recent commodity price
downturn, the intensifying housing shortage in the Auckland region, and the absence
of inflation. Combined, they add up to continued solid, albeit uneven, economic growth,
supported by a more muted hiking cycle from the RBNZ.

Sharply lower dairy and forestry prices are certainly going to make life difficult for
some New Zealand regions and sectors over the next year. Compared to a ‘normal’
dairy payout in the low $6 range, the $4.80 payout we expect for this year's season
represents a revenue loss of about $2.5bn for the industry. Add the hit to log exports
and the likely flow-on effects to confidence and government revenues, and the impact
on economic activity could plausibly exceed 0.5% of annual GDP.

But construction activity is going gangbusters, fuelled by the Canterbury rebuild,
burgeoning construction activity elsewhere, and booming net immigration. Net
immigration has continued to exceed even our bullish expectations, and we now
expect the annual rate to reach an unprecedented 55,000 in the first half of next
year. The resulting population growth has seen the Auckland housing squeeze get
noticeably tighter, despite the increase in building we have already seen in the region.
In recognition we have significantly upped our forecasts for Auckland residential
construction — and even on that assumption Auckland’s housing shortage is likely to
get worse before it gets better.

On balance we expect economic growth to maintain a respectable 3.2% pace through
next year, following 3.6% growth this year. Ordinarily, we would expect sustained
growth at this rate to run into a wall of rising inflation and rising interest rates. But
inflation has been largely missing in action.


http://www.westpac.co.nz/wib/economic-updates/.
http://www.westpac.co.nz/wib/economic-updates/.

ESCaplIlg the blnd continued

The themes of solid growth but tame inflation were clearly
illustrated by last week’s labour market data. Businesses
continued to hire at a rapid clip in the September quarter —
employment rose 0.8%, to be up 3.2% for the year. The payrolls-
based Quarterly Employment Survey sent a similar message,
with filled jobs up 1% in the quarter and 3% over the year.

But the resulting drop in the unemployment rate, to 5.4%,
was incremental. Surging population growth may be adding to
housing pressures, but it is also boosting the pool of available
labour, as is rising workforce participation among both older
and younger workers. And wage inflation continued to be
subdued, inching up to 1.9% (according to our preferred
measure, the private sector, ordinary time Labour Cost Index)
and sitting at just 1.7% if we include public sector workers.

In part, low wage inflation is simply a reflection of low consumer
price inflation, which means less need for cost-of-living
adjustments. And some of the reasons for low inflation, such

as the soft patch in the global economy, are likely to wane. But
there’s also the fundamental fact that the economy’s capacity
to meet demand has proven more elastic than we gave it credit
for — thanks to the growing labour force, and an investment and
efficiency drive by businesses over the last few years.

Our current OCR forecasts reflect this reality. While we do
expect another tranche of OCR hikes starting in September next
year, the peak is likely to be a tepid 4.75%. There simply isn’t
enough time left for inflation pressures to gather a serious head
of steam before the Canterbury rebuild starts to wind down.

A key way in which this will give the economy more breathing
space is by pushing out the day of reckoning for New Zealand’s
housing market. Fixed mortgage rates have already fallen
sharply as markets have priced out further OCR rises, and could
fall further in the near term. Along with strong population growth
and an election result removing the risk around capital gains tax,
that could well give the housing market a modest second wind.

In recent months the housing market has shown little
momentum, possibly due to pre-election uncertainty. Hence
we are looking forward to this week’s October housing market
data with interest. That said, though we think conditions for a

Fixed vs Floating for mortgages

Fixed mortgage rates have been falling recently, and may
have further to fall in the weeks ahead. Those looking to fix
their mortgage might find it is worth waiting a few weeks for
better rates.

Floating mortgage rates usually work out to be more expensive
for borrowers than short-term fixed rates, such as the six-month
rate. However, floating may still be the preferred option for those
who require flexibility in their repayments.

Among the standard fixed rates, the best deal for borrowers

with a deposit of 20% or more is the two-year term, which offers
substantial value relative to where we expect shorter-term rates
to go over the next two years. There is little point in fixing for just
one year, given that these rates are higher than the two-year
rate in most cases. Four- and five-year rates seem rather high
relative to where we think shorter-term rates are going to go over
the coming four or five years, but they do offer stability.

Wage growth and CPI inflation
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post-election rebound are in place, they may not be leading to
results just yet. While mortgage approvals and listings picked
up noticeably in October, data from a major Auckland realtor
suggest that this hasn’t yet translated into a pickup in sales.

Also of relevance to the housing market will be the Reserve
Bank’s half-yearly Financial Stability Review, out on
Wednesday. The RBNZ has said it will take the opportunity

to review the mortgage lending restrictions it put in place last
year. We wouldn’t be surprised if it set out a timetable for their
removal, the only real question being at what pace.

On most relevant metrics the impact of the LVR restrictions
has met or exceeded expectations. House price inflation has
clearly moderated, despite resurgent migration. Housing credit
is growing at its slowest pace since early 2013. The number

of new high-LVR home loans written by banks remains safely
below the Reserve Bank’s stipulated speed limit, and on our
estimates the high-LVR share of the total stock of mortgage
loans is back to the post-recession lows seen in 2010. The only
thing that might give the Reserve Bank pause is the drop in
mortgage pricing over the past six months, and the risk that the
housing market could reignite as a result.
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The week ahead

NZ Oct retail electronic card spending NZ RBNZ Financial Stability Report
Nov 11, last -0.1%, Westpac f/c: 0.9% Nov 12

e Retail electronic card spending slowed unexpectedly sharply last e The RBNZ has been hinting for some time that it would review its
month. With no obvious catalyst, we suspect a good part of this was ‘speed limit’ on high loan-to-value ratio (LVR) mortgage lending
monthly volatility, and expect a corresponding rebound in October. towards the end of this year. Back in May the RBNZ said: “Before

removing the LVRs, we will want to be confident that the housing

market is responding to interest rate increases, and that immigration
pressures are not causing a resurgence of house price pressures.”

We think those conditions have been comfortably met.

That said, the trend pace of growth in card spending does appear to
have moderated in the course of the year, as consumer sentiment has
come off the boil, the housing market has slowed, and low inflation
has further dampened increases in dollar spending.

The remaining questions are: (1) whether the RBNZ will give a firm or
conditional timetable for removal, and (2) whether it will be loosened
initially or removed all at once. We're reluctant to guess at a date, but
on the latter we suggest it would be prudent to at least retain some
non-binding limit, to discourage a return to the previous habits that
prompted the restriction in the first place.

Card transactions, annual % change New mortgage lending by loan-to-value ratio
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NZ Oct REINZ house prices and sales
Nov 14 (tbc), Sales last: -0.1%, Prices last: 4.1%yr

Aus Sep housing finance (no.)

Nov 10, Last: —0.9%, WBC fic: -1.0%

. L) . 0, 0,
e The housing market was noticeably subdued ahead of the 22 Mkt fic: ~0.4%, Range: —3.0% to 2.7%

September election, reflecting concerns that a change of government
would bring a broader capital gains tax and the removal of ring-
fencing for investment properties.

Indicators for October suggest that both buyers and sellers were
ready to spring into action again, with a substantial lift in both
mortgage approvals and new listings. However, figures from
Auckland’s largest realtor suggested that this hadn’t translated into a
rise in sales yet.

e Annual house price growth is almost certain to slow further in
October, given that this time last year buyers were scrambling to get
in ahead of the RBNZ's limit on high-LVR lending.

REINZ house prices and sales
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e The Aug report showed a continued softening in the number of owner-
occupier finance approvals with NSW and WA leading the way. The
slowdown in consistent with the weaker consumer sentiment reads on
‘time to buy a dwelling’ since late last year. Notably both the number
of construction related approvals and the value of investor finance
approvals (the latter excluded from the headline measure) remain firmer.

Industry data suggests owner-occupier finance approvals continued
to slip in Sep. We expect to see a further 1% decline in the number
of owner-occupier approvals. The figures around investor activity will
arguably be of more focus given the RBA’s recently voiced concerns.
There are no reliable industry guides on this front. Firming auction
clearance rates and prices may be a sign that this segment remains
more active.

Owner-occupier finance & the rate cycle
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The week ahead

Aus Q3 residential property price index

Nov 11, Last: 1.8%, WBC f/c: 1.0%
Mkt fic: 1.5%, Range: flat to 2.8%

e Australia’s housing markets have seen a moderate slowdown in 2014
after a strong surged in the second half of 2013. The ABS residential
property price index posted a solid 1.8% gain in Q2, up 10.1%yr, a
touch firmer than Q1’s 1.5% rise but maintaining the slower pace
seen since Q4’s 4% burst. Note that this measure now includes
‘attached’ dwellings (i.e. townhouses, terraces, units etc). Previously it
covered only detached houses.

e Available private data on ‘all dwelling’ measures show gains of
0.8%qtr, 7.9%yr (APM), 2.0%qtr, 8.4%yr (Residex to Aug), and
2.8%qtr, 9.4%yr (RP Data-Rismark). The ABS measure tends to
track the APM series more closely due to their similar construction.
Accordingly we expect it to show a 1.0% gain, down a touch on the
first half of 2014 and taking annual price growth back below 10%.

Residential property price index, ABS measure

Aus Nov Westpac-MI Consumer Sentiment
Nov 12 Last: 94.8

e Consumer sentiment remained subdued in Oct with the Westpac-

Melbourne Institute Consumer Sentiment Index in ‘cautiously
pessimistic’ territory at 94.8 — the reading means pessimists
outnumber optimists by 5.2%.

The Nov survey is in the field in the week to Nov 9. With the RBA policy
unchanged at its Nov meeting as expected, other developments will have
more of a bearing. In particular, the ASX has rebounded 6% since the
last survey, which was conducted in the midst of a sharp sell-off (ASX
—7.3% between Sep and Oct surveys). Economic data has been mixed
with stronger than expected retail sales but softer data on housing and
jobs. The Budget-related concerns that have weighed on sentiment for
much of the year may start to dissipate although this factor is very difficult
to judge. The Nov sentiment read is particularly important for setting the
tone heading into the critical Dec-Jan peak season for many retailers.

Consumer Sentiment Index
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Aus Q3 wage price index

Nov 12 Last:0.6%, WBC f/c: 0.5%
Mkt f/c: 0.6%, Range: 0.5% to 0.8%

Eurozone GDP barely growing in Q3
Nov 14, Last: 0.0% *, WBC fic: 0.1%

e The Q2 Wage Price Index came in below our and the market’s
expectations, printing at 0.6%. Annual growth eased a tick to 2.59% from
2.61%, a new record low for the series which dates back to Q3 1997.

e Following two strong quarters (0.9% in Q4 2013; and 0.8% in Q1 2014),
public wages increased by a more modest 0.6% in Q2. Annual public
sector wage growth slowed markedly to 2.8%yr, in line with the pace
seen a year ago but well below Q2 2012’s 3.3%jyr result. Private sector
wage growth was on par with that of the public sector in Q2 at 0.6% but
annual growth is weaker at 2.4%jyr (or 2.3%jyr including bonuses).

e Ample slack remains in the labour market and the public sector is
implementing wage restraint. The Sep quarter is set for another
benign wages print.

Labour market still has ample slack
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e Euroland GDP stalled in Q2 with Spanish growth of 0.6% and GDP

bounces in Holland and Portugal offset by 0.2% falls in Germany
(weather-related) and Italy (ongoing recession as GDP has
contracted every quarter for 3 years; Q1 was rounded up to 0.0%).
France remained on the sidelines, stalled right through H1 2014 (also
contracting in Q2 before rounding).

Spain has already reported 0.5% growth (and Belgium 0.2%)in Q3.
Elsewhere, activity will have been tempered by falling business confidence
and geopoalitical tensions. Those factors have not by-passed Germany which
“hardly expanded” in Q3 according to the Bundesbank (our forecast 0.1%);
partial data suggest ongoing malaise in France and Italy (both forecast flat).

Our Q3 Eurozone growth forecast is 0.1%; *Special note: GDP history
has been revised following adoption of new national accounting
standards. These show Q2 revised up to 0.1%.

Euro zone GDP growth
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The week ahead

US Oct retail sales
Nov 14: Last: -0.3%, WBC f/c: 0.2%

o Retail sales fell 0.3% in September, with auto and gasoline sales
both down 0.8%. But the surprise was a 0.1% fall in core retailing (ex
autos/gas), the first since January this year (also for the first month in
seven there was not an upward revision to core retailing in the prior
month). In September, of the 12 storetypes outside of car dealers and
servos, only four recorded sales gains, the strongest being electronics
thanks to the Sep 19 launch of Apple’s Iphone 6.

This component may lead an upward revision to September sales

as the latest report incorporates returns for the last week of the prior
month. Our 0.4% core forecast for Oct (or a slightly lower outcome

if Sep is revised higher) suggests some momentum in consumer
spending resuming, despite patchy earnings growth. But auto sales
stalled and gasoline prices fell further, weighing on the headline which
we forecast at 0.2%.

US retail sales

% ann % mth

Sources: Ecowin, Westpac Economics

== Monthly: ex-autos & gas (rhs)
-3 1 —Retail sales (lhs)
—Retail ex autos & gas (lhs)

'6 T T T T T
Sep-09 Sep-10 Sep-11 Sep-12 Sep-13 Sep-14




Data calendar
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Risk/Comment

Owner-occupier demand clearly cooling. Focus will be on Investor loans.
Raw materials and capital goods in decline, food, clothing up a touch.
Shelter receding, lower transport fuel, non-food lowest since early 2010.
Tentative date: Last two Octobers have been in the low 500s.

Tentative date: Consensus implies approximate 2% gain on a year ago.
Tentative date: FX reserves declined in Q3, onus on PBOC to offset.
Fed's new composite indicator for assessing slack in the job market.

Residential permits decline a near-term constraint.

Expect monthly rebound within a slower trend.

In Sep, both conditions & confidence down 2pts to LR average levels.
Price growth has moderated in 2014, back below 10%yr.

Same store sales.

Some tendency to track ISM services which was lower in Sep-Oct.

Possible announcement on the loosening/removal of LVR limits.

Key reading to set the tone heading into Dec-Jan peak season for retail.
Fallen close to 5% since Feb but remain at historically elevated level.
Ample slack in the labour market will keep wage inflation contained.
Factory PMI turned up in Oct but any Sep IP bounce might be modest.
Claimant count falling less rapidly as GDP growth moderates.
Employment growth picking up from mid year slowdown.

Guidance unlikely to suggest increased urgency re 2015 tightening.
Lower gasoline prices to weigh on total.

Kockerlakota; Plosser in London.

Teranet/National Bank measure

Strong gains in recent months, perhaps aided by lower NZD/AUD.
Produce prices were unusually subdued over winter.

Expectations remain well anchored below LR avg of 4.5%.

Dr Kent speaking, "The business cycle", ABE, Sydney, 12:30.

Real estate, heavy industry in decline, infra & utilities imperfect offset.
Consumer sentiment weak, purchasing plans subdued despite iphone.
Sep bounce possibly over-stated; proxies point to a lesser pace.

UK housing market coming off the boil on range off measures.
Running at lowest trend pace so far this century.

Job openings and labour turnover.

Budget position improved from last year.

Broadly steady pace of gain this year, below established price gains.

Due this week. Expect a post-election bounce in coming months.
House price growth likely to remain subdued.

Uptick from 0.3% largely due to Italian education and utility prices.
Spain the new engine room of European growth! See text box.
Q3 partials pretty dire. Some risk of technical recession.
Construction PMI in upswing suggesting Aug fall erratic.

Qil prices down sharply during month, and USD stronger.

iphone sales boost in Sep-Oct but drag from autos, gasoline prices.
Inventories were drag on Q3 GDP growth.

Lower gasoline prices; also politics and equities influence.
Continued unwind from post-recession peak in 2010 (defaults).
Bullard.

Aug fall due autos after July surge.

G20 Leaders’ Summit, Brisbane, 15-16 November



New Zealand forecasts

Economic Growth Forecasts March years Calendar years

% change 2013 2014 2015f 2016f 2013 2014f 2015f 2016f
GDP (Production) ann avg 23 3.2 35 3.1 2.8 3.6 3.2 2.9
Employment 0.4 3.8 2.8 2.6 29 3.0 2.7 2.0
Unemployment Rate % s.a. 6.2 5.9 5.2 4.8 6.0 54 4.9 4.5
CPI 0.9 1.5 1.3 2.2 1.6 1.0 2.2 2.4
Current Account Balance % of GDP -3.8 2.7 -4.6 -5.8 -3.3 -3.4 -5.9 -5.0

Financial Forecasts

Cash 3.50 3.50 3.50 3.75 4.00 4.25
90 Day bill 3.70 3.70 3.75 4.00 4.25 4.50
2 Year Swap 3.80 3.90 4.10 4.50 4.70 4.80
5 Year Swap 4.10 4.20 4.40 4.70 4.90 5.00
10 Year Bond 3.90 4.00 4.20 4.50 4.70 4.80
NZD/USD 0.77 0.77 0.78 0.79 0.80 0.81
NZD/AUD 0.88 0.86 0.85 0.85 0.85 0.85
NZD/JPY 89.3 90.1 91.3 94.0 96.8 98.8
NZD/EUR 0.62 0.61 0.61 0.61 0.62 0.62
NZD/GBP 0.49 0.47 0.47 0.47 0.46 0.46
TWI 76.2 75.3 75.7 76.4 77.2 77.8
2 Year Swap and 90 Day Bank Bills NzZD/USD and NZD/AUD
3.80 4.40 0.90 0.96
3.60 1 L 4.20 0.88
0.86
3.40 - r 4.00
0.84
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NZ interest rates as at market open on Monday 10 November 2014 NZ foreign currency mid-rates as at Monday 10 November 2014
Interest Rates Current Two weeks ago  One month ago Exchange Rates  Current Two weeks ago  One month ago
Cash 3.50% 3.50% 3.50% NZD/USD 0.7776 0.7894 0.7821

30 Days 3.64% 3.65% 3.64% NZD/EUR 0.6231 0.6212 0.6190

60 Days 3.66% 3.67% 3.66% NZD/GBP 0.4895 0.4895 0.4864

90 Days 3.67% 3.68% 3.68% NZD/JPY 88.91 85.04 84.08

2 Year Swap 3.92% 3.92% 4.02% NZD/AUD 0.8981 0.8967 0.8992

5 Year Swap 4.21% 4.20% 4.28% TWI 76.89 76.68 76.27




International forecasts

Fconomic and Financial Forecasts

Economic Forecasts (Calendar Years) 2011 2012 2013 2014f 2015f 2016f
Australia

Real GDP % yr 2.6 3.6 2.3 3.2 3.2 3.5
CPl inflation % annual 3.0 22 27 1.8 25 2.7
Unemployment % 5.2 5.3 5.8 6.3 59 5.2
Current Account % GDP -2.8 -4.4 -3.3 -3.1 -2.4 -1.2
United States

Real GDP %yr 1.6 2.3 2.2 22 25 3.2
Consumer Prices %yr 3.1 21 1.5 1.8 1.8 2.0
Unemployment Rate % 8.9 8.1 7.4 6.3 5.7 5.2
Current Account %GDP -2.9 -2.9 -2.4 -2.3 -2.2 -2.2
Japan

Real GDP %yr -0.3 1.5 1.5 1.0 1.4 1.6
Euroland

Real GDP %yr 1.6 -0.6 -0.4 0.7 0.9 1.0
United Kingdom

Real GDP %yr 1.1 0.3 1.7 3.0 2.5 2.7
China

Real GDP %yr 9.3 7.7 7.7 7.4 7.5 7.8
East Asia ex China

Real GDP %yr 45 45 4.3 4.1 5.1 5.7
World

Real GDP %yr 4.1 3.4 3.3 29 3.7 4.5
Forecasts finalised 7 November 2014

Interest Rate Forecasts Latest Dec-14 Mar-15 Jun-15 Sep-15 Dec-15
Australia

Cash 2.50 2.50 2.50 2.50 2.75 3.00
90 Day Bill 2.76 2.65 2.55 2.65 3.00 3.25
10 Year Bond 3.33 3.50 3.70 4.00 4.50 4.60
International

Fed Funds 0.125 0.125 0.125 0.125 0.250 0.500
US 10 Year Bond 2.38 2.50 2.60 2.80 3.20 3.30
ECB Repo Rate 0.05 0.05 0.05 0.05 0.05 0.05
Exchange Rate Forecasts Latest Dec-14 Mar-15 Jun-15 Sep-15 Dec-15
AUD/USD 0.8570 0.88 0.88 0.90 0.91 0.92
USD/JPY 115.10 116 117 17 119 121
EUR/USD 1.2380 1.23 1.23 1.24 1.25 1.26
AUD/NZD 1.1140 1.14 1.14 1.15 1.15 1.15

©
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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
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risks and uncertainties. The ultimate outcomes
may differ substantially from these forecasts.

Disclaimer

Things you should know: Each time someone visits our site, data is captured so that we
can accurately evaluate the quality of our content and make improvements for you. We
may at times use technology to capture data about you to help us to better understand you
and your needs, including potentially for the purposes of assessing your individual reading
habits and interests to allow us to provide suggestions regarding other reading material
which may be suitable for you.

If you are located in Australia, this material and access to this website is provided to
you solely for your own use and in your own capacity as a wholesale client of Westpac
Institutional Bank being a division of Westpac Banking Corporation ABN 33 007 457 141
AFSL 233714 (‘Westpac’). If you are located outside of Australia, this material and access
to this website is provided to you as outlined below.

This material and this website contain general commentary only and 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 and this website
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 and this website 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.
The forecasts given in this material and this website 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.

Transactions involving carbon give rise to substantial risk (including regulatory 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. Statements
setting out a concise description of the characteristics of carbon units, Australian carbon
credit units and eligible international emissions units (respectively) are available at www.
cleanenergyregulator.gov.au as mentioned in section 202 of the Clean Energy Act 2011,
section 162 of the Carbon Credits (Carbon Farming Initiative) Act 2011 and section 61 of
the Australian National Registry of Emissions Units Act 2011. You should consider each
such statement in deciding whether to acquire, or to continue to hold, any carbon unit,
Australian carbon credit unit or eligible international emissions unit.

Additional information if you are located outside of Australia

New Zealand: The current disclosure statement for the New Zealand division of Westpac
Banking Corporation ABN 33 007 457 141 or Westpac New Zealand Limited can be
obtained at the internet address www.westpac.co.nz. Westpac Institutional Bank products
and services are provided by either Westpac Banking Corporation ABN 33 007 457 141
incorporated in Australia (New Zealand division) or Westpac New Zealand Limited. 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: 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 activity.

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.

Disclaimer continued overleaf.
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Disclaimer continued

U.K.: Westpac Banking Corporation is registered in England as a branch (branch number
BR000106), and is authorised and regulated by the Australian Prudential Regulatory
Authority in Australia. WBC is authorised in the United Kingdom by the Prudential Regulation
Authority. WBC is subject to regulation by the Financial Conduct Authority and limited
regulation by the Prudential Regulation Authority in the United Kingdom. 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 material and this website
and any information contained therein is directed at a) persons who have professional
experience in matters relating to investments falling within Article 19(1) of the Financial
Services Act 2000 (Financial Promotion) Order 2005 or (b) high net worth entities, and
other persons to whom it may otherwise be lawfully communicated, falling within Article
49(1) of the Order (all such persons together being referred to as “relevant persons”). The
investments to which this material and this website 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 material and this website or any of its contents. In the same
way, the information contained in this material and this website is intended for “eligible
counterparties” and “professional clients” as defined by the rules of the Financial Services
Authority and is not intended for “retail clients”. With this in mind, Westpac expressly
prohibits you from passing on the information in this material and this website to any third
party. In particular this material and this website, website content and, in each case, any
copies thereof may not be taken, transmitted or distributed, directly or indirectly into any
restricted jurisdiction.

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. 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 be 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.

For the purposes of Regulation AC only: Each analyst whose name appears in this
report certifies that (1) the views expressed in this report accurately reflect the personal
views of the analyst about any and all of the subject companies and their securities and (2)
no part of the compensation of the analyst was, is, or will be, directly or indirectly related to
the specific views or recommendations in this report.



