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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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Hurdles cleared, more to come

Hurdles cleared...
v Brexit

v Federal Election
v Budget/superannuation

v US Federal Reserve

To come?
US election

European bank stability
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130 130

Source: WBC-Melbourne Institute

105 F—Af- -~ 105

*Smeothed
80 : — 80

Jan-2010 Oct-2011  Jul-2013  Apr-2015

CommSec

/



Global: can do better...

g Slower than "normal” Stoc ktake
World economic growth, percent
7 .
. . USin good shape
40-year average

Low unemployment

No inflation

China in new phase

Rebalancing

Source: IMF, CommSec
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China: Consumers to lead
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The "Dining Boom"

Food exports to China, $ million

Source: DFAT, CommSec
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The Chinese tourism boom

Tourists to Australia, rolling annual total
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Australia: In good shape

" Short-run perspective StOtha ke

Australian Economic Growth, annual per cent change [ WO rl d -I ead | n g g rOWt h
P B meassmary | © JObless rate 3-year low
3 e  Record car sales

|  Record dwelling starts
: ittt |+ Record tourist arrivals
1 1+ Spending OK
. * Biz conditions 8yr high
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Aussie Dollar: The key drivers

Aussie dollar

08 , , Stocktake
US dollars per Australian dollar, since January 2016
* Influences vary....
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Interest rates

- Record low interest rates NOW 15% _

Bt sl ek F0BEeCash o omeele * Inflation is key
e L — * Aussie interest rates -
N 1. 1 we are pencilling in a

rate cut in November
L | L

« CUP DAY CUT

Previous lows
in 1959/60

Source: CommSec, Reserve Bank 1.50%

0
JANS9 JANG66 JAN73 JAN 80 JAN 87 JAN94 JAN 01 JAN 08 JAN 15

CommsSec < p



Inflation: All about prices

Retalil inflation... and deflation
Broad-based trends

Prices at retail outlets, June quarter annual change
Newspapers And Books 3.2% ° |nternet Sho |n
Flowers, antiques etc 3.1% p p g
Furniture, Floorcovering 2.6% .
(]
Takeaway Food Services 2.3% OUtsourCIng
Hardware, Building & Garden Supplies 2.3% . .
Supermarkets And Grocery Stores 1.7% ¢ Dl Sru pt| on
Liguor Retailing 1.7%
Meat, fruit, bread, fish shops 1.6% e Tec hn o) | o) gy
Cafes And Restaurants 1.5%
All retail 1.3% -
(]
Pharmaceutical Cosmetic And Toiletry 0.4% CO m p et I tl on
Electrical, Electronic & Gas Goods -0.0%
Department stores -0.2% ¢ SOft g | 0 b al g rOWth
Clothing Retailing -0.3%
Sporting goods, toys, video games -1.1%
Footwear, watches & jewellery -1.5%

Source: ABS, CommSec
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Home prices: In context

-6.0%

HOME PRICES
September 2016

Annual % change

-7.0% 9.0%

6.5%

Source: Corelogic, CommSec
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National home prices over time

National dwelling prices, annual growth per cent
(using three-month rolling simple median price*)

* based on settled sales in the quarter
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Property Outlook

Challenges » Positives
° OWNER-OCCUPIER LOANS o
More Supply é%oos (number, monthly) -0023 LOW rateS
 Bigger homes .  Lower jobless rate
« Extrarooms = s * Population growth
. Affordability =5,/ « Rising home prices
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Victoria: State demand

STATE DEMAND STATE SHARES OF GDP
% (annual % change) % (%, 2014-15)
20 20
QLD -19%
10 4 10
VIC - 22% ~ SA-6%
0 0
NSW - 31%
-10 -10

Sep-08 Sep-10 Sep-12 Sep-14 Sep-16

CommSec < p



Victoria: Expenditure

o STATES: CAPEX b STATE BUSINESS INVESTMENT
(real $ per qtr) $bn (Volumes, $bn, quarterly)
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RETAIL TRADE STATE EXPORTS & IMPORTS $bn
% (trend, annual % change) %o Sbn (Volumes, annual)
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Victoria: Public Investment

PUBLIC GFCE
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Victoria: population

POPULATION GROWTH

Y%pa )
A (annual % change) Ajpz
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Victoria: Residential Building Approvals
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Mainly apartments

Have had a second wind
after peaking in early
2015

Approvals have lifted in
NSW and Vic over the
three months to July
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Victoria: Employment

EMPLOYMENT GROWTH UNEMPLOYMENT RATES

% (trend, annual % change) % %o %
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Victoria: Inflation

CAPITAL CITY INFLATION

Y%pa -1.0

(Qll 2016)
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« Melbourne CPI above the
national rate

« Overall inflation pressures
to be contained over 16/17
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Wages

Wages still outpace prices

annual percent change

/ \/ Headine inflation \

Source: ABS, CommSec
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Victoria: State Specialisation Ratios
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Ratios measure the
Importance of
Industries to each
State relative to their
national importance
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Looking Ahead

Changing preferences
Changing world

Competition reigns

Finding the point of difference
Ageing populations

Asia dominates, especially China
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FORECASTS

2016 2017

Economic Growth 2.75-3.25% 2.715-3.25%
Underlying inflation 1.25-1.75% 1.50-2.00%
Unemployment 5.50-6.00% 5.50-6.00%

end 2016 mid 2017
Cash rate 1.25-1.50% 1.25-1.50%
Sharemarket (All Ords) 5500-5,700 5,700-5,900
Australian dollar US71-78c US70-78c
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