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Global and Local - Macroeconomic summatry.

" Global growth slowing — especially in Emerging market economies but also advanced economies ex the US
(Europe and Japan). Trade disputes one factor and risk of further escalation.

= US also slowing but not crashing. Tariffs likely to slow growth further and see further cuts following July
action (September and October). China OK with 6% growth reasonable — again with policy stimulus.

" Domestic growth was good through the first half of 2018, but has slowed substantially and continues into
July. Confidence up on election and rate cuts — but didn’t last.

= Critical weakness is consumers (especially discretionary consumption as budgets remain tight) and
construction related to house price falls. These are core views in our forecasts. Rate cuts affect next
year not now and tax cut very small impact

= But infrastructure, public consumption, LNG exports and broader investment will maintain growth in near
term (2019). Beyond that more focus on the consumer;

= We are still weaker than RBA on GDP — in ‘through the year’ terms we are 2.0% in 2019 and 2 to 2%%
in the out years. RBA is still expecting growth of around 2%% through out the forecasting period.

" Inflation has surprised on downside and continues to track lower. A concern for an inflation targeting central
bank. Wages growth will still be slow and price competition in retail intense.

® Qutlook for rates has changed a bit in the last few months with latest data flow;

= NAB — After cuts in June and July we expect another cut in November. And haven'’t ruled out
non conventional policy next year.

= Basically with very low inflation and signs that the labour market is weakening the RBA needs to
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Our global leading indicator suggests that global economy has weakened.
- That trend looks likely to continue. Trade and technology important here.

NAB Leading Indicator: GLOBAL y/y %
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Our global leading indicator — is based on Baltic shipping, global airfreight, metal
prices, Asian leading index and yield curves in major economies.
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US economy weakening forward path has seen Fed doing insurance cuts.
But fear of global weakness and tariff chaos has seen markets getting very bearish on
rates — up to 4 more cuts.

= We now expect growth of around 2.3% in 2019 - with a weak patch in H2 2019 and into
2020;

= While labour market is strong we are looking at below potential growth from late 2019
which will probably see unemployment bottom around 3.6%;

= And inflation less a risk. Tariffs likely to lower growth further (now around 1.6% in 2020);
= Hence we think the Fed will be cutting twice more in H2 2019 (September and October);

= Market has two cuts in late 2019 and approaching 1% by late 2020 (another 4 cuts).
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Global economic forecasts. - After above trend growth in 2018, 2019 looks slower —
Includes tariff effects. But a touch higher in 2020 and 2021 — mainly due to India
and emerging markets.

S 00 | Goio | 200 | 202
us 2.9 2.2 1.7 1.8

Euro-zone 1.9 1.1 1.2 1.4
Japan 0.8 1.2 0.3 0.9
UK 1.4 1.2 1.2 1.5
Canada 1.9 1.4 1.5 1.7
China 6.6 6.3 6.0 5.8
India 6.8 6.3 7.0 7.1
Latin America 1.0 0.6 1.7 2.4
Other East Asia 4.1 3.5 3.7 3.8
Australia 2.8 1.7 2.3 2.3
NZ 2.9 2.4 2.6 2.5

Global 3.6 3.1 3.3 3.5
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Currency model. USD .68+/- 5c¢. - Roughly now where model expects and global
uncertainty (trade wars) likely to push AUD down to mid 60s before moving back to
around 70c by end 2020 and a touch higher into 2021. USD safety play important.
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Business Confidence — has tracked down but then enjoyed a post election bounce and
talk of rate cuts. - But hasn’t been maintained in the face of below average conditions...
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On business outcomes, have seen large falls recently — over last 6 months.
The trend is telling. - Fundamentally private sector momentum has come off a lot and it
Is still moving lower in trend terms in July.
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Loss of momentum broadly based. But driven by retail/wholesale, manufacturing and
general services. - Construction has fallen a lot but better trend starting to reverse.
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Another way to show the loss of momentum in the private sector and the offset in public
demand - is from the National Accounts.

Domestic Final Demand Growth

Year-ended (%)
\ Domestic Final Demand
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Source: National Australia Bank, Macrobond :
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There has been much talk about the impact of recent rate cuts (and another in prospect

by late 2019. Plus tax cuts etc.

- However macro impact of rate cuts mainly 2020 and fiscal impact is small.

= On rate cuts we included the recent cuts and assumed another cut in late 2019.

= The fiscal policy shock (allowing around $7.5bn in tax cuts in 2019/20. Not unexpectedly the
Impact even by late 2020 is very modest at around 0.15 points to y/y growth — the tax cuts to
GDP are small and tax multipliers reduce the expenditure effect even further.

= These scenarios do however point to a positive impa

ct on house prices - and we now

expect house prices in Sydney and Melbourne to bottom (rather than fall further).

Impact of policy stimulus (ppt deviation from baseline)*
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*Rate cuts: 25bp cut in each of Q2, Q3, Q4 2019; annual tax cut of
$7.2b starting Q3 2019. NAB estimates utilsing AUS-M model
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Consumers are under the pump.
They are still very cautious re debt - and budgets have been crunched by utility prices.
As a result discretionary retail suffers — and getting worse in March 2019.

CONSUMER SPENDING PATTERNS
(NET BALANCES FROM NAB CONSUMER BEHAVIOUR SURVEY)
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Australian wages growth stuck below pre-GFC levels
— a critical problem and why both sides of politics have tax cuts.

Traditional relationships say wages should be going up...
But underutilisation of labour really important.

Pnvate sector wage priceindex (QoQ%) - model forecast
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And the gap between - underutilisation of labour and unemployment remains.

Unemployment and Underutilisation
Share of Labour Force (%)
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Core inflation very low on the back of low wages growth and poor conditions in retailing

(and online competition) — and likely to head lower. As an inflation targeting central
bank, raises questions for RBA. Not back to bottom of target till 2021.
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Australian House Prices - Jan 2007
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On house prices — first an historical perspective
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Quarterly Growth. - A story of contagion.

February 2018

November 2018
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Quarterly Growth. - Contagion continues but a touch more green and less deep red.

May 2019
June 2019
National
18 Quarterly Growth g;;iraha
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Traditional drivers of - house prices.

Typically three things matter for house prices:

= Qver/Under supply — by post code;
= |nterest rate you are paying;

= Unemployment — if above 8% in post code = trouble.

But that is not what is playing out now; Rather:

= Banks are restricting supply on investor housing — a la APRA,

= Banks are really looking carefully at expenses — actuals not just model driven;
= And its taking more time;

= And customers are more careful re expectations;

= And investors and foreigners in retreat.

That said fundamentals are good.
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Our Growth Expectations — Strength in infrastructure & government spending (NDIS),
exports (LNG). But consumer still a drag and dwelling cycle falling. GDP thru 2019
around 2.0% this year & a touch higher in 2020 and 2021. RBA still around 2.8%.
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The difference between the private sector and public sector demand in the forecasts are

- quite marked.

21
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Labour market generating jobs but partly offset by changes in the participation rate.

- Unemployment unlikely to come down further from current 5%% given our GDP
forecasts and start rising from late 2019.
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RBA has admitted they over-estimated growth and with the labour market weakening more

policy will be required. - We have another cut in November. And fiscal policy stimulus
required later this year...

After June and July cuts we still see another cut in

November. But could come sooner. ’
This is all about trying to give the economy (and 25 iRt
the private sector) a boost. Increasingly RBA \
realise they are “behind the curve” and need : == Marketforecasts
to act ASAP. \
15
We suspect that the state of the economy will see \
further fiscal policy stimulus in H2 2019 (from 1

September onwards).

= And we think RBA is actively thinking about >
additional non-traditional monetary stimulus in .
early 2020 (or earlier). ,

Dec-14
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Aug-15
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Dec-18
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Aug-19
Dec-19

Markets pricing includes more cuts (late in 2019).
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Thee Infarmation is subject to change without notice, but the NAB Group shall nat be wnder any duty to update or carrect it. Al statements as to fufure matters are not guarantesd to be accurate and any
statements as to past FErf'DrITIHI'II:E' do not rr-pre:.entful!ure p-erh:lrmam:e. Fluctuwations in e:-u:hangz rates could have sdverse eHectsan the value or |:|ri|:|: of, or incorme derived from, ¢ertain investments. Certain
transactions, including those invalying futures, options, and other derivatives, give rise to substantial risk and are nod suitable for all investors,

The MABR Group takes various positions and/or roles in relation to financial products and services, and [subject to MAR policies)may hold a position or act as a pricesmaker in the financial mstruments of any
Ompany o issuer discussed within this docurment, or act and recedve fees as an undzrwrit:r,pla:mnt agent, adviser, brokerar lender to such company o jssuer. The NABR Ernup migy transact, fowr its cwn
accaunt or for the account of amy client|s), the securities of or other fimancial instruments relating to any company or issuer described in the Information, including in @ manner that is inconsistent with or
cantrary to the Information.

'El.l:ie:ttchan:,l terms 'impliud b:,l laww and which cannot be excluded, the NAR Grnup shall not be LHable for ary Errors, crmissiony defects or mi:.r\eprzszntatinm.imhe Inlnrma‘rinnﬁn:l.un:ﬁrbg I:|:.rr=a:.|:|ns of
negligence, negligent misstaternent or otherwise) or for any loss or darmage (whether direct or indirect| suffered by persons whause ar rely on the Information. IF any law prohibits the exclusion of such lability,
dhe NAE I:-'-nuplirnhs its I'iahilil::,l to thErEiuPFﬂ:.l of the Information, |:|r|:r|.'i|:|:d that such limdtation i FHmiI!I!Ed h-'_t law and isfair and reasonable.

This dacument is intended for clients of the NAEB Growp only and may not be reproduced or distributed withouwt the consent of R&E. The Information is governed by, and s to be construed in sccordance with, the
Raws in farce in the State of Victoria, Australia,

NAR Grnup has implzmerﬂed F-:Iil:irs and prnl:l:durzs dl:signed to ensure conflicts of interests are managzd cm'l:.i:denl:l:,l. appn:-priab:l:,l. and to treat clients ‘I'airl'_n'.ThE 1'|:|II.-|:r|-.l'l1|3 amrangerments hawe been al:lnphud
far the avoidance and prevention of conflicts of interests associated with the provision of investment recommendations: information barriers; physical separation of various BusinessSupport Undts; strict and well
defined wall crossing procedures; documented and well defined procedures for dealing with conflicts of interest; reasonable steps by Compliance to ensure that the information barrier arrangements remain
seffective and that such arrangements are adeguately monitored. All research reports are disieminated and available to all selecbed clients simultaneously through electronic publication. Not all research content
s distributed to our clients or available to thirdgparties, nor is M&E Growp responsible far the distribution of our research o third parties.

Diur mll:spl:-u-plz. traders, and other Frnfveuimals rmay Prnuil:le aral or written markat commentary or I:rad'ing :tralzgies to owrclients and print'ipal I!r.'.lding ik that reflect n:-p-'ininns that are :nntrar'_n'l-:rlhe
spinions expressed in this research,

AR and its affiliates, officers, directors, and employeess, will from time to time have long or short positions in, act as principal in, and buy or sell or have an economic interest in the securities or derivatiees, if
Ay, referred to in the research. D'irl:cl!nr:.n:-rernph:-].nees of HAR 'Ernup Iy SEVE ar may hawe served as afficers or directars of the :uuhii:r.t -:nrnpanrn:-‘l'l!hi: report. NAR may Fve & :igniﬁ:arﬂ hnld'irbg i the issuer
subject in the Research report.

Analyst Disclaimer: The Information accurately reflects the personal views of the author|s) about the securities, Buers and other subject matters discussed, and is based upon sources reasonably believed to be
reliable and acourate. The wiews of the al.rrh:r-|:.|-|:||:| not nul:l:suril'_.' reflect the views of the NAR 'Ernup. Mo part of the :nrnpms.:rl'inn af the aul:h:ml:.[-wa:.. is, or will b, dinul:l:l:.r ar ind'inul:l:lir, related to any l.FlEI:iliI:
recommendations or views expressed. Research author(s| responsible for this report receive compensation based wupon, among other factors, the overall profitability of the Global Markets Division of NAB.

HAR maintaing an effective infarmation barrier betwesn the research staff and its private side operations. Private side functions are physically segregated from the research staff and have no control aver thedr
memuneration or budget. The research functions do not regort directly or indirectly to any private side function. The Researdh analyst might have received help from the ssuer subject in the reseanch report.

Analyst Declaration: The research analyst, who prepared the report, declares that at the time of issuing the report, that befshe has nof receivedinside information and has not been influenced or attempted to
be influented by any other part of NAB. The present report does not contain inside information.

New Zealand: This publication has been provided for general information only. Although every effort has been made to ensure this publication s accurate the contents should not be relied upon or wed as a
Brasis for enlering into any |:|r|:||:|ur.ts describesd in this |:|u|:||'1::a|:i|:|n.T|:| the axtent that any imformation or recommerndaticons inthis Fublil:aﬂ'inn constitute Fnancial advi:&.the:,l do not take into account any p-er:.-un‘:
prarticular financial situation or goals. Bank of New Zealand strongly recommends readers seek independent legalffinancial advice prior to acting in relation to any of the matters discussed in this publication,
Heither Bank of New Zealand nor any person imeolved in this publication accepts any liability for any loss or damage whatsoewer may directly or indirectly result from any advice, opinion, information,
Ivupresrmgtinn-:rn:miuim. whiether negliaentarmhzrwim.n:muinrd n this Fublic.lﬂ'inn. Mational Australia Bank Limited isncot a reg'islzrrd bank in Mew Zealard.

corrtnued over

24

National
Australia
Bank




IMPORTANT NOTICES

For distribution I::,l WaalthHub Securities: Whare you hrave repeived this document wia the nabtrade serdde I;nahl:radzl-,'il: is distribubed to you h-rWull!hHl.b Sopwrities Limied ABN B3 084 718 249 AFSL Mo,
230704 (“WealthHub Securities”). WealthHub Securities is a Participant of the Australia Securities Exchange and a whally cemed subsidiary of National Awstralia Bank Limited ABN 12 004 044 §37 AFSL Moo 230685
1"MAE"). NAR doein’t quarantes the obligations or performance its subsidiaries, ar the prodwects or services its subsidiaries offer. Any material provided to you by WealthHub Securities will contain factual
infaermation or gunuraladvil:u.Thi:. factual inlnrmm'inn-:rgenural adviice does nod take inko account yaur Farl'ir.ular nhje«:l'i'l.e:.,fmam'ial:i!uaﬁnn angd needs, and & statement of sdvice will et be Frnuidud.
‘WealthHul Securities will nat give yow any legal, tax, firancial or accounting advice or any adwice or recommendation regarding the suttability or profitability about your transactions. Before you make a decision
about whether to acguire a financial praduct, you shauld obtain and read the Product Discloswre Statement available at nabirade com.au and consider the appropriateness of the information having regard to

rp.:rtil:ular circurnstances, You agres that yau il et 5I:||E|:|I rE|:|I or the infarmatian Fer'I.'idEd I:|:.| WealthHub Securities or elspwhiers on nabtradecormeau when making investment and/or financial decisions.
WealthHub Securities does not provide personal adwvice to online retail clients. WealthHub Secerities receives commisgion fremdealing in securities and from its authorised representatives. Introduecers of
Business rmay directly share in this commission. WealthHub Securities and its associates may hold shares in the companies that it distributes researchfinfarmation on

The value of investments and future returns may rise or fall and, at tirmes, reterns may be negative, Past performance is nota guarantee of future performance. Please note, this material has not been verified by
WealthHub Securities. 'WealthHub Securities does nat make ary r:-preuntali:ﬂ or warranty as fa the timeliness, rEIiaI:-iIi"I".'.ar.curar.].l-:rrcurrq:le!zne:.s of the matarial, nor does # accept any rzspnm.'ibil'il.]' ari:.ing
qn any way Bor erraes in, of omissions froem, that rmaterial.

United Kingdom: If this document & distributed in the United Kingdom, swch distribution is by National Australia Bank Lirmited, 38 Wood Street, London EC2V 700, Registered in England BR1524.

Head Office: 800 Bowrke Street, Docklands, Victoria, 3008, In:nrpnralud with limited |ia|:-i|i1]."ir| the Skate of Victoria, Austraba, Authorised and rrgulah:d b:,l the Australian Fruden‘rialﬁegulati-:m hulhnrH:r'.
Authorised in the UK by the Prudential Requlation Authority. Subject to requlation by the Finandal Condwct Autharity and limited regulation by the Prudential Regulation Awthority, Details about the extent of
awr regulation by the Prudential Regulation Autharity are available from ws on reguest.

To the extent the Information constitutes an Investment Recommendation [as defined inthe Regulation (EU] No 596/2014 of the Euncpean Parliament and of the Council, known as the EU Market Abuse
E:gulaﬁ-:hnl, the relevant competent authnril:lris the UK Financiad Canduct .ﬂuuthnri!:,r.

.ﬂ.n:,l distribution in the EEA cutside the UK s h-r HAR Eurnpe Lirmited, which is 5u|:|j=r.1 e regulaﬂinn I::,l the Financial Eq:ndu:t.ﬂ.u&urit_l,l.

IUSA: IF this document is distributed in the United States, such distribution is by nabSecurities, LLE. This document is not intended.as an offer o solicitation for the purchase or sale of any securities, financial
imstrument or product or to pravide financial services. 1 15 nat the intention of nab%ecurities to create legal relations on the basis of infarmation provided herein,

Hnng H;nng: E-:,rar.czpl:ing this dn:ﬂ:umenﬂ,'_rnu represent and warrant that you are 4 "Frnfﬂ.si:-nal irvestor” within the meaning of the definition of that tesm in Part 1 of Schedule 1 to the Seourities and Futures
Dirdinance (Cap. 571 of the Laws of Hong Kong|. IF you think you have recetved this decument in errorn, please contact NAR at Lewe] 27, Cne Pacific Place, 88 Quesnsway, Hong Kong Phe +852 2826 8111,

I this document & distributed in Hong Kong, such distribution is by National Australia Bank Limited, Hong Kong Branch, whidh is licensed by the Hong Kong Monetary Awthority and registered [CE Number

SA01E9) under the Securities and Futures Ordinance {Cap. 571 of the Laws of Hong Eong) for Type £ [dealing in securities) and Type 4 {adwising an securities] regulated activities Its main business address is
Lewel 27, One Pacific Place, 8B -I.'.'lun::nswa:,l. Hnng I'i-nn-g.

The contents of this doturnent have not been reviewed I:|:|r arny r:gul.ntnr:,l authnril::,l in Hnng I'i-nng. IF'_pnu arein any dnubtahnutan}l-:ﬂ the cantents of this dn:uml.-m.'_.'-nu should obtain 'l1d|=pen|:||:nl Frnft:si-:rul
advice.

Fingapore: This document is distributed in Singapore to institutional investors (as defined under the Financial Adwisers Requlations) oty IF this document is distributed @n Singapore, it is made available to youin
‘iingapnrr I::,I AR, Eingapnrl.- branch, 1I1r-:|-l.|gh g:nzral indarmation crowlation nn|:|r ard does nat take into accaunt of o sprci'l'u: imeistment |:|I:|j|=r.1'iun:=. financial sitwation or parlitular needs. I you choose not
Ao seek advice from a financial adviser, you should consider whether the produsct in question is switable, Recipients of thismaterial in Singapore should contact MAB, Singapore branch at 12 Marina View, #2002
Lsia Square Tower 2, Singapore 018961, Ted [65) 6419 6875 for any matter arising fram, or in conmection with, this material. Thecontents of the Materials have nat been resiewed by any regulatory autharity in
‘iingapnn.*. IFrDu are in any doubt ahnutan:,l of the contents af the Ma!l.-rials,y-:u should obtain indepzndtntaduil:l:.

JapancMational Swstralia Bank Ltd. has no licence of securitiesselated business in lapan, Therefore, this decument is only for your infformation purpose and 5 nat intended as an offer or solicitation far the
prurchase ar sabe of the securities described herein or for any other action,

Fl.-:hpl-e': HEFIJb"I: of China IFRE}: Irn the PRC, the Materials are directed :.-:H.tl}' at persony whit would be constituted as |1} Gualified Domestic Institutional Investors in accordance with the npplil:ahl: PRC laws and
regul.t'rinns prnmulgmd b'_r China Eank'ing Rl:-gul.al:nr:,l Commission, China Securities H.-EgulM-:q' Camrmissian or Ching Insurance I?:Egulzl-:r'_r Comrmissian or |;ii'| other i:|-'rg'ib|E'im"ElbDr5 in accordance with the
applicable FRC Laws and regulations.

Further, the information on the Materials does not constitute “marketing or production and business activities in the PRC” as defined in the Administrative Measures on the Registration of Production and
{Dperation dctivities of Foreign Entesprises in the PRC promulgated by the State Administration of Industry and Commerce.

This publication hag been pravided for general information anly. NAB has no licence for foreign exchange, securitiesrelated, derivatiee or other capital market products in China.

25 Footer

National
Australia
Bank




