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Jobs data locks in RBNZ pause

Last week we published our latest quarterly Economic
Overview. The broad outlook for the New Zealand
economy has not changed much in recent months. In
short, we continue to think that sustained tight monetary
policy settings - which are necessary to ensure that
inflation returns to the RBNZ’s target range - will mean
that economic growth is relatively weak over the year
ahead (and negative in per capita terms). That said, we
have slightly revised up our forecast for growth, reflecting
our assumption that the current large inflow of migrants
will persist for longer than previously foreseen. We have
also slightly revised up our forecasts for inflation and
now no longer expect that it will return to the RBNZ’s
target range next year. This reflects our taking a more
cautious view of the speed at which inflation might fall

in parts of the service sector, rather than a significant
change to our forecast of the real economy. As previously
highlighted, we continue to forecast that the RBNZ will
most likely need to lift the OCR further in 2024 while

at this stage we don’t see scope for policy easing until
early 2025. But as always, the path taken by monetary
policy will hinge on the flow of economic data and other
developments - both in New Zealand and abroad - over
the months ahead.

On that score, with prospects for continued disinflation
tied inextricably to forecasts of increasing economic
slack, last week there was significant interest in the
labour market surveys for the September quarter. In
summary, these provided some good news for the RBNZ.
As we had expected, the unemployment rate increased
by a further 0.3ppts to 3.9%, marking the highest reading
in more than two years. Also of note, the so-called
underutilisation rate - which amongst other things also
captures those people that would like more work -
increased by 0.5ppts to 10.4%. In the detail, employment
fell 0.2% during the quarter, which was a weaker outcome
than suggested by the tax-based Monthly Employment
Indicator (MEI). While this could reflect conceptual and
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Key data and event outlook

Date Event

7 Nov 23 RBA Monetary Policy Decision

9 Nov 23 NZ Govt finances for the 3 months to September
29 Nov23  RBNZ Monetary Policy Statement and OCR
5Dec 23 RBA Monetary Policy Decision

13 Dec 23 FOMC Meeting (Announced 14 Dec NZT)

14 Dec23  NZGDP September quarter

18 Dec23  Half Year Economic and Fiscal Outlook (TBC)

16 Jan 24 QSBO Business Survey, December quarter (TBC)
24 Jan24  NZCPI, December quarter

6 Feb 24 RBA Monetary Policy Decision and SMP

7 Feb 24 NZ labour market statistics, December quarter
28 Feb 24  RBNZ Monetary Policy Statement and OCR
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coverage differences between the MEI and household
survey, we are inclined to think that rotation of the survey
sample may explain much of the unexpected weakness
in employment in the September quarter, especially

as the labour force participation rate also surprised

to the downside. We will be paying close attention to
developments in the MEI over coming months.

Public and private sector wage growth
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Most importantly, there were further signs that the uplift
in the unemployment rate is beginning to take some of
the heat out of wage growth. In particular, the private
sector Labour Cost Index increased by a less than
expected 0.9% in the September quarter. This marked
the second consecutive quarter in which growth has
printed 0.2ppts lower than in the same quarter a year
earlier, and so annual growth has declined to 4.1% from
a peak of 4.5% in the March quarter. Wage growth in the
public sector was very strong, in part reflecting large
settlements in the education sector. However, looking
ahead, we expect wage growth to weaken in the public
sector, lagging the private sector has it usually does.
This is especially so given that the parties that will form
the incoming centre-right government have pledged to
focus on tight control of spending, which will likely include
some job losses in the bureaucracy. Coming on top of
the recent downside surprise in CPI inflation, last week’s
labour market news will almost certainly allow the RBNZ
to remain on the sidelines at this year’s final meeting on
29 November. But further significant progress in reducing
inflation pressures will be required to keep the RBNZ on
the sidelines next year.

Business confidence
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Last week’s other key economic data concerned

building activity and business confidence. Somewhat
disappointingly, the number of consents for dwellings

fell by a further 5% in September and are now more than
30% lower than a year earlier. In addition, consents for
commercial buildings were also weak, with the amount of
floor-space consented over the past 12 months down 13%
on the previous year. More positively, the ANZ’s Business
Outlook Survey pointed to a sharp lift in business
confidence, while firms” assessment of their own trading
outlook also improved significantly. That said, it remains
to be seen to what extent this is simply a kneejerk
reaction to the success of centre-right parties in last
month’s General Election. Elsewhere in the survey, key
inflation indicators eased only modestly, and over coming
months will need to make substantial further progress to
arrive at levels consistent with inflation inside the RBNZ's
target range.

Plunge in dwelling consents continuing
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Aside from economic data, last week the RBNZ released
its six-monthly Financial Stability Report. Unsurprisingly,
the RBNZ concluded that New Zealand’s banking system
remains well placed to handle potential external shocks
and a downturn in the economy, with banks’ liquidity
positions viewed as “strong” and asset quality described
as “high”. Looking ahead, the RBNZ noted that pockets

of stress are likely to grow in the medium term as highly-
indebted households continue to be tested by higher debt
servicing burdens. In the farm sector, it was noted that a
prolonged downturn in dairy prices could see a material
pickup in loan losses for banks, and that farmers in some
areas also face increased risk of drought conditions due
to the impacts of El Nifio. None of these comments would
have been a surprise to market participants.

At the end of last week the formation of a new
government moved a step closer with the release of
the final results of this year’s General Election.

As history had suggested, following the counting of
special votes, the centre-right National Party has lost

9 seats since election night, finishing with 48 seats. As
aresult, the combined seat-holding of National and its
preferred coalition partner ACT is 59 seats - insufficient
to command a majority in what will become a 123-seat
parliament following the Port Waikato by-election on 25
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November (even allowing for the fact that National will
almost certainly gain a further seat at the by-election).

It is worth noting that several electorate outcomes are
very tight (for example, Te Pati Maori holds one seat by
just 4 votes) and are likely to be the subject of recount
applications. However, this will have no impact on the
party seat allocation nor the fact that the National and
ACT parties will require the support of the NZ First party
(8 seats) to command a majority in the new parliament.

Coalition talks will now move beyond the preliminary
discussions that have been held to date. Although it
could still be a couple of weeks before a formal coalition
agreement is signed, the respective parties have
indicated a desire to move as fast as possible. As we
wrote in our pre-election primer, there is a reasonably
high degree of commonality amongst the prospective
coalition partners across key policy areas, but we can
assume that the two minor parties will want some
specific policy “wins” to demonstrate to their respective
supporters. A quick agreement will be required if the new
government is to release a mini-budget before the end
of the year, as desired by PM-elect and National Party
leader, Christopher Luxon.

Turning to the week ahead, the local diary is a quiet

one. On Wednesday, the RBNZ’s Survey of Expectations
will reveal whether the gradual downtrend in (largely)
professional forecasters’ inflation expectations has
remained intact. Earlier that day, the latest GDT dairy
auction will also be of interest to see if the recent
recovery in prices has been sustained. On Thursday,

the Treasury will release the Government’s Financial
Statements for the three months to September, providing
the first snapshot of how tax revenue is tracking in the
current fiscal year. Developments here will help condition
expectations regarding any further prospective changes
in the government borrowing programme in next month’s
fiscal update and might have some impact on what the
incoming government can deliver following coalition
talks. On Friday, the week will end with the release of the
Business NZ manufacturing PMI for October, which last
month fell to a fresh post-GFC low (excluding the slumps
associated with lockdowns during the pandemic).

Darren Gibbs, Senior Economist

Chart of the week.

In the wake of the pandemic, house prices and home
building surged at the same time as population growth fell
sharply. That combination allowed some regions - most
notably Auckland - to address much of the underbuilding
of homes that we saw over the past decade. However,
progress on this front was uneven, with many parts of the
country still dealing with shortages of houses.

Now, conditions in New Zealand’s housing market are
changing again. With record levels of net migration,
population growth has climbed to a multi-decade high.
At the same time, new home building is turning down,
with dwelling consent numbers down 20% over the past
year. Combined, those conditions mean the coming year
is likely to see growing pressure on the housing stock in
many regions. And those pressures are likely to be strong
in larger centres (like Auckland) which tend to attract
more migrants.

Number of houses per 1000 people
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Fixed versus floating for mortgages.

The RBNZ has signalled that it expects to hold the cash rate
at its current level of 5.50% for an extended period. We see
a risk that the OCR could go higher in the coming months,
and that interest rate cuts could be some time away.

We see value in fixing for terms as long as three years.
Shorter terms could be more expensive, but would provide
borrowers with greater flexibility.

NZ interest rates

% %

6.2 - r6.2
6.0 1 6.0
5.8 4 H58
5.6 1 b 56
5.4 4 F54
5.2 F52
5.0 —30 Oct 23 L 5.0
3:2 i —6 Nov 23 [ i:g
4.4 Ha44
4.2 F42
4.0 40

90 days
180 days
1yr swap
2yr swap
3yr swap
4yr swap
5yr swap
7yr swap

10yr swap

Westpac New Zealand Economics


https://www.westpac.co.nz/assets/Business/tools-rates-fees/documents/economic-updates/2023/Bulletins/Economic-Data_Pre-election-primer_bulletin_04Oct23.pdf

Trading partner real GDP (calendar years)
Global wrap
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gauges unexpectedly softened in October, with falls in
output and orders, suggesting that further policy support

will still be needed to boost confidence and demand. US non-farm payrolls and unemployment rate
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Financial markets wrap

Interest rates.

NZ swap rates fell sharply last week, with the 2yr swap
down 26bp to 5.34% and the 10yr down 35bp to 5.10%.
The catalysts were softer NZ labour data and lower US
interest rates (in turn responding to softer US data and
a less hawkish than expected Fed). These have cause
market pricing for the RBNZ to recede: a November hike
now seen as a zero chance, with a February hike just
a15% chance. A rate cut in August 2024 is seen as a
55% chance.

After the NZ markets closed on Friday, important

US labour data was released. It was also softer than
expected, supporting a view that the Fed has probably
finished hiking. Markets pushed US rates sharply lower
in response, and that will see NZ rates starting the week
lower than the levels cited above.

This week’s event calendar in NZ contains only second-
tier data. The next major event will be the RBNZ MPS on
29 November. Offshore, the main event of relevance to
NZ will be the RBA decision on Tuesday. Most economists
expect a rate hike, and markets are pricing 65% chance
of such.

The NZ yield curve has steepened sharply since July,
and is looking technically stretched, indicating potential
for a brief flattening phase before the steepening trend
resumes. We expect the curve to steepen into year end
and continue doing so next year.

Foreign exchange.

NZD/USD tried to break below 0.5800 again last week,
but again failed to follow through despite the softer NZ
labour data. Dominating FX markets was the softer US
dollar, which caused all other G10 currencies to rise. The
NZD/USD reached 0.6001 on Friday and has potential to
extend towards 0.6100 this week.

Over the past few weeks, we have been advocating
hedging foreign currency receipts around 0.5800. The
next few weeks are likely to be more advantageous for
those hedging foreign currency payments.

Last week NZD/AUD consolidated its recent decline,
perhaps looking ahead to this week’s RBA decision. The
AUD reaction will depend not only on whether the RBA
hikes or not, but also guidance for the future path of the
cash rate. A hawkish outcome could push the cross lower
to 0.9100 - towards the lower end of its recent range -
which might attract interest from NZ exporters.

Official Cash Rate forecasts
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FX recent developments

Historical data F’cast

Spot 3mnthrange 5yrrange 5yravg | Dec-24
UsD 0.600  0.578-0.61 0.555-0.743 0.656 0.62
AUD  0.921 0.915-0.939  0.873-0.992  0.934 0.89
EUR 0559  0.543-0.570 0.517-0.637 0.587 0.55
GBP 0485 0464-0.492 0.464-0.551 0.510 0.49
JPY 89.5 86.0-89.8 61.3-89.8 773 86.1
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The week ahead

NZ GlobalDairyTrade auction, whole milk Whole milk powder prices
pOWder prlceS US$/tonne US$/tonne

3400 - r 3400
Nov 8, Last: 4‘2()/0’ Westpac: '1.00/0 Source: GlobalDairyTrade, NZX, Westpac
We expect whole milk powder prices (WMP) to fall 1% at the 3300 1 [ 3300
upcoming auction. Note WMP prices jumped by 4.2% at the
previous auction. Our pick is between the circa 3% fall at the 3200 + [ 3200
recent mini (GDT pulse) auctions and the flat prices as indicated )
by the futures market. 3100 1 18 Octauetion [ 3100
Global dairy prices lifted off their lows over September and 3000 | — Current WMP futures | 3000
October. The likely drivers of the improvement were a lift in
demand from Middle East buyers alongside increased drought 2000 2900
risk over summer and/or autumn stemming from the El Nifio Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24
weather pattern. In the short term, New Zealand spring
production has been firm and this may explain the likely price fall
at this auction.
NZ Q4 RBNZ survey of expectations RBNZ survey of expectations
Nov 8, Expected inflation 2 years ahead, last: +2.83% 6 ¥ FOLIN
The RBNZ’s September survey showed that expectations for —Expected inflation 1 year ahead
inflation over the next few years are, on average, continuing to ®] —Expected inflation 2 years ahead M

soften. However, that easing has been gradual, and expectations 4
remain above the 2% midpoint of the RBNZ’s target band.

Inflation has continued to ease since the time of the RBNZ’s RBNZ target band

last survey, with headline inflation dropping 5.6%. In addition, 2] L
borrowing costs have continued to push higher. Against that

backdrop, expectations for inflation are set to fall again in the 14 1
December quarter survey. Even so, inflation expectations are o Source: RBNZ o
likely to remain above 2%. Mar-05  Mar-09  Ma-13  Mar17  Mar21
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Economic and financial forecasts

Jun-23 Sep-23 Dec-23 Mar-24 2021 2022 2023 2024
GDP (production) 09 -011 01 0.2 6.0 27 1.2 0.9
Consumer price index 11 1.8 0.9 0.9 5.9 7.2 51 3.9
Employment change 1.0 -0.2 01 01 33 17 1.9 02
Unemployment rate 3.6 39 4.3 4.6 3.2 34 4.3 53
Labour cost index (all sectors) 11 11 0.9 0.8 2.6 41 4.9 3.4
Current account balance (% of GDP) -7.5 -7.7 -7.3 -6.8 -5.8 -8.8 -7.3 -5.6
Terms of trade 0.4 -4.8 1.7 2.9 2.8 -4.2 -7.5 9.5
House price index 0.5 21 1.0 1.5 27.0 -n.2 1.0 8.0

Financial forecasts

End of quarter

Jun-23 Sep-23 Dec-23 Mar-24 2021 2022 2023 2024
OCR 5.50 5.50 5.50 575 0.75 4.95 5.50 575
90 day bank bill 5.62 5.66 5.85 5.85 0.82 4.96 5.85 575
2 year swap 518 5.53 5.79 5.67 2.08 510 5.79 5.08
5 year swap 4.44 4.90 5.34 5.22 2.46 4.67 5.34 4.82
10 year bond 4.97 4.87 5.45 5.45 2.39 4.31 545 515
TWI 70.9 70.6 70.3 70.3 74.3 70.8 70.3 69.2
NzD/USD 0.62 0.61 0.60 0.61 0.70 0.60 0.60 0.62
NzD/AUD 0.93 0.92 0.91 0.91 0.95 0.92 0.91 0.89
NZD/EUR 0.57 0.56 0.56 0.56 0.61 0.59 0.56 0.55
NzZD/GBP 0.49 0.48 0.49 0.49 0.52 0.51 0.49 0.49
GDP growth House prices
0 0, 0
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Data calendar

Market Westpac

Last dian forecast Risk/Comment
Mon 06
Nz Oct ANZ commodity prices 0.0 - - Dairy prices jumped over October.
Aus Oct Ml inflation gauge %yr 5.7% - - Provides a general view of risks.
Oct ANZ job ads -0.1% - - Broadly stable over last three months.
Eur Nov Sentix investor confidence -21.9 -20.7 - Gloomy outlook as the impact of rate hikes materialise.
Tue 07
Aus RBA policy decision 4.10% 4.35% 4.35% RBAto respond to upside risks to inflation outlook.
Melbourne Cup - - - Public holiday (Vic); Vauban favoured by bookies.
Jpn Sep household spending %yr -2.5% -2.7% - Realincome pressures constraints spending momentum.
Chn Oct trade balance US$bn 77.8 84.2 - Asian demand has held up surplus through 2023.
Oct foreign reserves US$bn 3115.1 - - Authorities focused on stability of TWI not USD/CNY.
Eur Sep PPI %yr -11.5%  -13.0% - Lastyear’s energy inflation has almost fully cycled out.
us Sep trade balance $bn -58.3 -60.5 - Likely to remain volatile given swings in demand and prices.
Sep consumer credit $bn -15.6 10.0 - Interest rates to grow as a headwind for demand.
Fedspeak - - - Logan and Schmid.
Wed 08
Nz GlobalDairyTrade auction (WMP) 4.9% - -1.0% Dairy prices taking a breather after rising since August.
Q4 RBNZ inflation expectations 2.83% - - Above target, but set to continue easing back.
Eur Sep retail sales -1.2% - - Broad-based weakness highlights fragility of consumption.
us Sep wholesale inventories 0.0% 0.0% - Final estimate.
Thu 09
Jpn Sep current account balance ¥bn 29797  2988.9 - Primary income supporting surplus through weak yen.
Chn Oct CPI %yr 0.0% -0.2% - Softdemand and capacity to limit consumer inflation...
Oct PPI %yr -92.5% -2.8% - ... while growing capacity holds back upstream price gains.
Oct new loans, CNYbn 2311.8 650.0 - Government support for credit growth building...
Oct M2 money supply %yr 10.3% - - ...though gains likely limited until property support increases.
us Initial jobless claims 217k - - Lowand will remain so for foreseeable future.
FOMC Chair Powell - - - IMF Panel, “Monetary Policy Challenges in a Global Economy”.
Fedspeak - - - Bostic and Paese.
Fri10
Nz Oct manufacturing PMI 45.3 - - Settoremain low in as demand continues to cool.
Aus RBA Statement on Monetary Policy - - - Forecast update; inflation outlook in focus.
UK Q3 GDP 0.2% 0.0% - Growth faltering under the weight of interest rate tightening.
us Nov Uni. of Michigan sentiment 63.8 63.5 - Expectations weak, likely to weigh on demand hence.

Fedspeak

Bostic and Logan.
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Corporation ABN 33 007 457 141 (‘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.

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 and Insurance Regulatory Commission (CBIRC).
Westpac Mumbai Branch holds a banking license from Reserve Bank
of India (RBI) and subject to regulation and supervision by the RBI.
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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 EC3A 7LL, and is registered at Cardiff in
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
toand 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;
(i) 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 0of 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. All disclaimers set out with
respect to Westpac apply equally to WCM. 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 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.
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