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Current forecasts - September 2003

latestt  Dec-03°  Jun-04  Dec-04

Cash 475 4.75 5.25 5.25
3yr 5.00 5.50 5.80 6.00
10yr 5.35 5.65 6.00 6.40
Fed Funds 1.00 1.00 1.00 1.50
10yr 4.14 4.50 4,90 5.40

AUD/USD 0.67 0.67 0.71 0.73
EUR/USD 1.14 1.14 1.16 1.20




Current forecasts — September 2004

latest  Dec-04  Jun-05  Dec-05

Cash 5.25 5.50 5.50 5.50
3yr 5.22 5.80 5.70 5.50
10yr 5.41 6.00 6.10 6.20
Fed Funds 1.25 2.25 3.25 4.00
10yr 4.05 4.50 5.00 5.50

AUD/USD 0.71 0.70 0.65 0.62
EUR/USD 1.23 1.19 1.16 1.12

Global growth: 2004 the high point
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Contributions to global growth: look to Asia
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Source: IMF, government agencies, Westpac

*ex China & Japan; ppp weights

M avg 1998 to 2003
W 2004
W 2005

2006

i

USA Japan East Asia* China

1.0

05

0.0

US initial unemp. claims & non-farm payrolls

‘000 ‘000

240

290 1

340 1

390 T

g

440 7

490 1

— ul/e claims -inverted (ths)

— non-farm payrolls 3mma (lhs)

Source: Facset, BLS

540

500
400
300
200

100

-100
-200
-300

-400

Aug-89 Aug-92 Aug-95 Aug-98 Aug-01 Aug-04




US domestic profits will induce jobs
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What's driving US disposable income growth
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Potential energy price impact on income

& employment
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Oil prices are rising despite larger US stocks
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Speculative positioning for oil is still net long
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US S&P500
Price to Earnings
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Australian forward P/E
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Source: Factset
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US Current Account and US Dollar

% GDP Ind ex 130
3 A —current account (lhs)
5 — USD real broad index (rhs) forecast | 120
17 I\ .
0 SN /J\‘ - 110
-1
-2 7] - 100
-3 -
-4 7 / - 90
-5 7 [
-6 —r 1t 1t *r r T T T T T T T T T —T1 71§

Dec-80 Dec-83 Dec-86 Dec-89 Dec-92 Dec-95 Dec-98 Dec-01 Dec-04




Contributions to global growth: look to Asia

15 ppt contrib ppt contrib 15
Source: IMF, government agencies, Wesfpac
*ex China & Japan; ppp weights
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Risk to global outlook - Chinese

overcapacity — profits to slow

6 of GDP.
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Source: World Bank
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China’s share of global commodity demand

% of world consumption

% of world consumption
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Chinese energy demand exceeding capacity

24 of 31 provinces experienced
power shortages in 2004Q1.

—electricity production
—industrial sales

energysupply fixed
in shortrun =demand
forenergyinputsto
remain resilient

Source: CEIC, Westpac Ecoromics
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Contributions to fixed asset investment

growth

ppt contrib.

Sources: Chines e Statistician, Westpac Eco no mics
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Anatomy of an investment soft landing

ppt contrib.
Sources: Chinese Statistician, Wes tpac Economics
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Chinese demand & commodity prices

Source: CEIC

M non-fuel imports (rhs)

— WCFI+BI (hs)

Commodities price to turn down and
drag AUD

index

USD

120 1.00
ast
110 1 L 0.90
100 7
\ - 0.80
90 1
F 0.70
80 7
" 0.60
701 — AUD/USD (hs)
60 — Westpac com modities index* (lhs) F 0.50
*including bulk commodities
Source: Westpac, Factset, Bloomberg
50 T T T T T T 040
Aug-85 Aug-89 Aug-93 Aug-97 Aug-01 Aug-05

13



US Current Account and US Dollar
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Domestic demand to slow — offset by
export recovery- but imports too high
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Dwelling approvals downturns —houses.
This is the mildest slowdown.
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Dwelling supply & demand- modest oversupply
points to moderate downturn in activity
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Immigration drives up housing needs
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Investment finance- its not about “off plan”

; AUDbn/mth AUDbr/mth ;
Source: ABS
6 Hnew M established - 6
57 F 5
4 4 4
31 F 3
21 F 2
1 A F 1
0 - -0
Jun-00 Jun-01 Jun-02 Jun-03 Jun-04
Rental yield vs mortgage rates
% %
18 18
B difference (rhs) Source: ABS,RBA, Westpac
16 7 —rental yield L5
14- — mortgage rate
12 1 12
10 1
9
8-
6 7 6
N _\’ '
4-
| | | 3
g il
AL LWL PR DRV RR IR RRARRIRE |
1962/63 1970/71 1978/79 1986/87 1994/95 2002/03

18



Residential vacancy rates- falling
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Household debt servicing ratio — well above
trend —vulnerable to rate hikes
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Housing Wealth Effect
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Firms upbeat on employment — positive
employment outlook from lead indicators
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RBA & Fed: differential to narrow markedly
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3-year bond rates heading higher — forecast
rate hike is not priced into the curve
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Disclaimer

Westpac Instituional Bankisa dvision of Westpac Banking Corporation ABN 33007 457 141 ("Westpc"). The
information cortaired inthis report doesnot constitute an offer, or a solicitation of anoffer, to subscribe for or
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legally bindng cortract; and is nat tobe construed asanindication or predction of future results The Infomationis
general and preliminary infomation only and while Westpac has made every effort to ensure that informationiis free
from error, Westpac does nat warrart the accuracy, acequacy or completeness of the Information The Information may
containmaterial provided directly by third partiesand while such material is published with recessary permission,
Westpac accepts no responsibility for the accuracy or campleteness of any such material. In preparing the Information
Westpac has na taken into considermtion the finarcial sitwuation investment objectivesor patticdar reeds of any
particuar investorand rcommends that investors seek independert advice before actingonthe Information. Cerain
types of transactions, including those invdving futures, optionsand high yield securities give rise to substartial riskand
are not suitable for al investors. Except where contrary to law Westpac intends by this naice toexdude liakility for
the Information The Informationis subject tochange without notice. Westpac Banking Corporation isregulated for the
conduct of investment business inthe United Kingdam by the Financial Services Authority. Westpac Banking
Corporationis ircorporated in Australia with limited liahility. © 2002 Westpac Banking Corporation. If youwish to be
removed fram ouremail, fax ormailing list please send anemail to economics@ westpac.com.au or fax us on (612)
9284 9363 or mail Westpac Economics Lewel 5 255 Elizabeth Street Sydney 2000. Please state your full name,
telephore/fax numberand company details onall corresponderce.
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