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World outlook and commodities

e Have we passed the peak?
e China, India and the urbanisation of Asia
e OECD - still matters for cyclical demand

 What of individual commodity factors - copper,
oil & gold.

e Global imbalances - what do they mean for our
forecasts.
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Urbanisation in Asia
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The global economy now and in 1780
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Urbanisation in Asia: the next big thing
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Long run demographics favour India

China 2000
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How will urbanisation impact on demand for
commodities?
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Steel consumption & level of urbanisation

steel consumption per capita
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Projecting the real base metals index
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300 ndex 35
Sources: Westpac Economics, USGS.
AUnderlying prices in 2004 dollars. *Work in progress & subject to revisions

250 - 1945 to 1956 - 250

spot rate
200 - / - 200
150 - / | 150
1962 to 1979

100 4 — Westpac metals index, real® - 100

— projected trend 2006-2030*
50 | | T T T T T T T | 50

1923 1933 1943 1953 1963 1973 1983 1993 2003 2013 2023

G:\presenta/Justin/2006/PNG/world&commodities.ppt

Wi Festpac

Institutional Bank



Short run cyclical factors
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Stocks falling below 1980s lows
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OECD indicator remains supportive for now
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US dwelling sentiment & permits
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Executive Summary — global activity

G3

US housing and the labour market are the key
Japanese expansion solid, led by domestic demand

EU recovery unbalanced, externally focused
Asia

Chinese growth composition creates vulnerability
Korean recovery to broaden out

Malaysia to out-perform Thailand medium and long term

Institutional weakness still a problem in Indonesia, the Philippines

World
Robust 4.5% in 2006, a more modest 4% in 2007
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Base metals over-running fundamentals

index index
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Not all metals are equal
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Copper has a more bullish story
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Chinese imports of base metals
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Copper stocks holding below 1996 lows
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Western world copper demand by use
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Copper is getting more expensive
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Copper: volatility within long cycles
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Qil prices remain at the mercy of supply
shocks
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Macro perspectives on the world oil market
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Composition of energy demand
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Passenger cars & level of development

GDP per capita
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Gold continues to underperform
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In 2006, gold is still “relatively” cheap
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Gold remains in excess supply
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2006 the peak, recovery to start in 2008
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Current forecasts — August 2006
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Net national savings positions
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Executive Summary — exchange rates

G3

USD set to weaken on a broad basis
JPY will strengthen throughout the policy normalisation phase

EUR will benefit as USD counterpoint, and from higher interest rates

Asia-Pacific
AUD looks set to range trade around mid 70¢ mark, TWI to decline
NZD is our least favoured major currency

CNY, MYR to appreciate against the USD but lag flexible neighbours

Other
GBP, CHF, CAD to reflect USD downtrend thru their respective blocs
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Time to make hay

 We are looking at a long bullish commodity
cycle

e Resource rich nations have a once in a lifetime
opportunity

e But the cycle will be volatile

e Rising incomes and ToT will also lead to a
higher than average currency

* When it ends, significant risks for the economy

S0 make hay while the sun shines
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Disclaimer

Westpac Institutional Bank is a division of Westpac Banking Corporation ABN 33 007 457 141.
Information current as at date above. This information has been prepared without taking account of
your objectives, financial situation or needs. Because of this you should, before acting on this
information, consider its appropriateness, having regard to your objectives, financial situation or
needs. Westpac's financial services guide can be obtained by calling 132 032, visiting
www.westpac.com.au or visiting any Westpac Branch. The information may contain material provided
directly by third parties, and while such material is published with permission, Westpac accepts no
responsibility for the accuracy or completeness of any such material. Except where contrary to law,
Westpac intends by this notice to exclude liability for the information. The information is subject to
change without notice and Westpac is under no obligation to update the information or correct any
inaccuracy which may become apparent at a later date. Westpac Banking Corporation is regulated for
the conduct of investment business in the United Kingdom by the Financial Services Authority. If you
wish to be removed from our e-mail, fax or mailing list please send an e-mail to
economics@westpac.com.au or fax us on +61 2 8254 6934 or write to Westpac Economics at Level
2, 275 Kent Street, Sydney NSW 2000. Please state your full name, telephone/fax number and
company details on all correspondence. © 2004 Westpac Banking Corporation. Past performance is
not a reliable indicator of future performance. The forecasts given in this document are predictive in
character. 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.
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Copper demand by region

Western
Other Europe
14% 15%

North America
16%

Latin America Asia %
6% 19%

Wi Festpac

. " Institutional Bank
G:\presenta/Justin/2006/PNG/world&commodities.ppt



Per capita oil consumption
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Transport represents lion share of growth
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Metal prices holding above longer-run trend
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Commodity prices, have we passed the peak?
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Steel consumption & level of development

GDP per capita
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Total primary energy consumption
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Gold producers de-hedging as ETF buy
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Gold demand — source and application
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Supply problems boosting copper prices
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Westpac’s global mining labour index*
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Major 20 year shifts in the share of global output

time period
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