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Talking points

« Global environment

— Changing world growth dynamics: it's not all
bad!

« Implications for NZ

— 2008: growth outlook ugly

— 2009/medium term will be better
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Global environment
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World growth forecasts

2007/ 2008 2009

IMF 4.9 3.9 3.7

Source: IMF, August 2008
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Shares of world growth
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Shares of global output, 2004
& 2020
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Global leading indicators

ratio to trend
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Asia-Pacific prospects (2008-2018)

GDP Consumer Prices
China 8.7 4.0
India 8.3 5.0
Indonesia 5.9 5.6
Malaysia 5.5 2.3
Singapore 5.2 2.6
Thailand 4.7 3.2
Hong Kong 4.6 3.4
South Korea 4.5 2.9
Taiwan 4.3 2.0
Australia 3.1 2.8
New Zealand 2.7 2.6
Japan 1.7 1.0

Source: Consensus Economics
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Global prospects (2008-2018)

GDP Consumer Prices
Australia 3.1 2.8
New Zealand 2.7 2.6
Norway 2.7 2.6
Sweden 2.5 2.2
United States 2.4 2.4
Spain 2.4 2.7
Canada 2.3 2.0
United Kingdom 2.2 2.2
Netherlands 2.1 2.1
France 1.9 1.9
Eurozone 1.9 2.1
Switzerland 1.8 1.6
Japan 1.7 1.0
Germany 1.7 1.8
LEA Y onsensus Economics 1.3 2.1
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Electricity consumption and
level of development
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Steel consumption and level
of development

GDP/capita
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China - consider this...

« 300m people will urbanise by 2020

« Doubling of the rail network by 2020

« 75% increase in number of expressways

« 70% increase in number of airports by 2010
« 280% increase in seaport capacity

...commodities required for that lot!!!?
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New Zealand
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Share of NZ exports
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GDP - crunch!
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Four shocks hit NZin 2008H1

High interest rates - $1.8bn in additional debt servicing

Drought - $1.5-$2.0bn off ag production and electricity

Housing correction — lowered consumption by $1.3bn

Inflation — set to reach 5%

— food prices up 8% in the past year, groceries up 12%
— oil added $1.3bn to households fuel bill
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Patchy growth

Retail spending by region
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Outlook: 2009 should be better

« Commodity boom - dairy and now meat

« Ag, mining, electricity production will improve
 Fiscal stimulus

 Housing won't be such a drag

« Currency to boost exporters’ competitiveness

« Interest rate cuts
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Inflation — under control?
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Uncertain times and risk aplenty

* Big questions remain around:
— Oil prices?
— Credit markets?
— Decoupling?
— Inflation?

— US biofuels?
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Disclaimer

Westpac Institutional Bank is a division of Westpac Banking Corporation ABN 33 007 457 141 ("Westpac").
The information contained in this report: does not constitute an offer, or a solicitation of an offer, to subscribe
for or purchase any securities or other financial instrument;- does not constitute an offer, inducement or
solicitation to enter a legally binding contract; and is not to be construed as an indication or prediction of
future results. The Information is general and preliminary information only and while Westpac has made
every effort to ensure that information is free from error, Westpac does not warrant the accuracy, adequacy
or completeness of the Information. The Information may contain material provided directly by third parties
and while such material is published with necessary permission, Westpac accepts no responsibility for the
accuracy or completeness of any such material. In preparing the Information, Westpac has not taken into
consideration the financial situation, investment objectives or particular needs of any particular investor and
recommends that investors seek independent advice before acting on the Information. 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. Except where contrary to law, Westpac intends by this notice to exclude
liability for the Information. The Information is subject to change without notice. Westpac Banking Corporation
is regulated for the conduct of investment business in the United Kingdom by the Financial Services
Authority. Westpac Banking Corporation is incorporated in Australia with limited liability. © 2002 Westpac
Banking Corporation. If you wish to be removed from our email, fax or mailing list please send an email to
economics@westpac.com.au or fax us on (61 2) 9284 9363 or mail Westpac Economics Level 5, 255
Elizabeth Street Sydney 2000. Please state your full name, telephone/fax number and company details on all
correspondence.

F'XS0\'F4d WFestpac

The Vaice of Workplace Super |n8tltutlona|Bank



Thank you
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