The Economy in 2010:
Seize the Day

Record economic expansion
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Important  information

This presentation has been prepared without taking account of the
objectives, financial situation or needs of any particular individual.
Before acting on the information in this seminar, you should consider its
appropriateness to your circumstances and, if necessary, seek
appropriate professional advice.

Commonwealth Securities Limited ABN 60 067 254 399

AFSL 238814 (CommSec) is a wholly owned but non-guaranteed
subsidiary of Commonwealth Bank of Australia ABN 48 123 123 124
and a Participant of the ASX Group.

Examples used in this presentation are for illustrative purposes only.
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New decadeénew c¢chal

Global healing process
US loses key role
Australia well placed

China, population,
construction

Two-speed economy
Tighter job market

Stimulus withdrawal
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Still fastest in the west
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The Big Picture

Drivers of world economy
Contribution to growth 2010
percentage points

China 0.83
United States 0.67
India 0.16
Japan 0.15
Newly indust.Asia 0.13
Brazil 0.12
ASEAN 5 0.10
Germany 0.08
Russia 0.08
France 0.06
Mexico 0.06
Canada 0.06
Other countries 1.40
WORLD 3.9

Source: IMF, CommSec

* Newly industrialised Asia - Hong Kong, Taiwan
Singapore and South Korea

ASEAN 5 - Indonesia, Malaysia, Thailand
Phillipines, Vietham

Growing again
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Developing world takes charge
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Australia in 2010

Construction to lead the way

www.fugrospatial.com

Higher interest rates
Tighter job market

Commodities dominate...
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Share of total Australian exports by commodities, percent

Commodity boom? )
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Big Issues: Population & China

China is new Japané E—
Population-f ast est pace 1 n 40 year

China extends trade dominance Popu|ation growth at a 40_year h|gh
80 22
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So What?
All eyes on China Inflation, changes in

spending power

Will 2007 boom return?éeé
Asiato rebound, led by China & India...

The Japanese pathway Could the greatest boom return?
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Winners from a commodity boom

Commodity dependence

Norway
Russia
Australia
NZ
Indonesia
Peru
Brazil
Chile
Canada
India
Malaysia
South Africa
Thailand
UK

us
France
Singapore

Philippines
Germany
Korea
China
Japan

Source: UN, CommS$Sec
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So What?

Construction Issues Flow of money & jobs north
& west

Construction: huge order book
Two-speed economy?

] Supremacy in the west
0 Mountain of work 40

Expected investment 2010/11, $ billion
Work yet to be done:

Residential, Commercial and Engineering, $ billion
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So What?
HOUSing Boosts wealth, confidence,
spending

Popul ation growth at 40 vyear
Housing not as expensive as

Housing affordability in focus

Average Home Prices 6 — — -
January 2010 quarter Dweling price 1 housahcid ceposable moome times
Ann % change T
Sydney $494,500 10.7
Melbourne $455,000 17.6 .
Brishane $440,000 8.5
Adelaide $379,600 8.3
Perth $472,500 7.1 3
Darwin $475,000 15.6
Canberra $489,250 14.7 e iliti i iititi i I
Hobart* $320,000 9.0
Source: RP Data-Rismark, CommSec

1 T Y S e S o
Mar-93 Mar-95 Mar-97 Mar-99 Mar-01 Mar-03 Mar-05 Mar-07 Mar-09

Source: Rismark Australia, CommSec

*to December 2009
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Business & Consumers

Confi dent,
Di scounting

Still confident
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WHAT WE BOUGHT IN 2009

Percent
Selected items change
Take-away food 13.8
Liquor stores 13.3
Chemists, cosmetics 10.8
Cafes & restaurants 7.7
TOTAL 5.9
Department stores 2.9
Hardware 1.7
Sporting goods, toys, games 1.0
Electrical & electronic goods 0.3
Newspapers & books -10.0

Source: ABS, CommSec
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Looking ahead

winners

Housing-dependent
Industries & retailers

Large retailers
Consumers
Imports

Losers/Challenges
Tourist operators/regions

Small retailers
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So What?
Outlook for jobs Skilled staff in demand;

wage costs to rise

Firms didnot fire, didnot hi
FIl exi bl e work practices to c¢c

Unemployment rate tops out...

Unemployment rate, percent 88

1 Record part-time employment

Share of full-time workers in total employment, percent

¥ Victoria 5.3%, high 6.2% (Aug 2009)
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Outlook for Iinterest rates

10

RBA near nor mal
Savers are key

Mortgage rates nearing 'normal’

Bank variable mortgage
rate, percent

decade average
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So What?

More rate hikes In

2010: Fix Vs Variable
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Savers still well in front

interest rates, percent

Variable bank mortgage rate

Average 'special’ rate
bank term deposit

Cash rate
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So What?
Outlook for shares Will investors switch from
cash, shares to property?

Heal ing ti me for shareseée
sti |

Fear i I exlil st s, but econo
Healing times for shares 0 Super funds still cashed up
7000 Pension funds: share of assets held in

All Ordinaries index
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_ So What?
Outlook for Aussie dollar Budgeting, exports,

equipment

Strong Australian
economy 100

New era for Aussie?

US dollars per Australian dollar

Interest rates to lift 0.90 [ JJA

. Average last 3
possibly another 1pct years US83e

0.80 -
China, India, Asia

0.70 -
US recovery

0.60 -

Europe to struggle

Aussie US80-90c over %0
2010,2011
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Global Wall of Worry

Stimulus to be withdrawn
Double-dip recession
High US unemployment
Commercial property
Dubai, Greece, Spain
Mortgage foreclosures

Climate change

World's largest economies

2009, US$ billion % total
1 United States $14,266  24.9
2 Japan $5,049 8.8
3 China $4,758 8.3
4 Germany $3,235 5.7
5 France $2,635 4.6
6 United Kingdom  $2,198 3.8
7 ltaly $2,090 3.7
8 Brazil $1,482 2.6
9 Spain $1,438 2.5
10 Canada $1,319 2.3
11 Russia $1,255 2.2
12 India $1,243 2.2
13 Australia $920 1.6
28 Greece $338 0.6

Source: IMF, CommSec
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Better-than-e x pect edéagail n

How quick the turnaround? Fiscal strength ‘down under’
40 - ; ; ;
Budget position, $ billion Australia Gross government debt, percent of GDP
Luxembourg selected countries
T
NZ
SURPLUS If revenues +6.5%pa;
outlays +1.0% Slovak republic
0 - UK
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CommSec forecasts

FORECASTS

Economic growth 0.75% in 2009
3.25% in 2010

Inflation 2.50% mid-2010
2.75% end-2010
Unemployment 5.25% mid-2010
4.75% end-2010
Cash rate 4.25-4.50% mid-2010
4.75-5.00% end-2010
Sharemarket 5,150 byJune 2010
5,600 byDecember 2010
Australian dollar US88c in June 2010

US85c in December 2010
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