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Combining banks, brokers, insurers and the GSEs, losses since
the beginning of the crisis total US$967 bn
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Global growth will weaken sharply with 2009 looking like the 4
worst year for ‘advanced’ economies since 1982

Global economic growth
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An extraordinary public sector response to an
unprecedented crisis

> Ensuring adequate liquidity in the banking and financial system. That has involved central
banks in many countries pumping in very large amounts of liquidity into interbank settlement systems.
It has also involved the progressive extension of direct access to central bank credit to a wider range of
institutions to include those outside the regulated banking sector. And it has also entailed central
banks accepting a wider range of securities in exchange for liquidity, including securities not directly
backed by governments or banks such as AAA rated mortgage backed securities and commercial paper.

> Nationalisation or part nationalisation of key institutions to bolster shattered balance sheets and to
maintain them as going concerns in the US, Europe and UK. Also the extension of government
guarantees to deposits with banks.

> Public sector purchase of illiquid assets clogging balance sheets, with the government assuming
some of the risks which are crippling financial flows. The extreme example is in the US with the
US$700bn “Troubled Asset Relief Program”, which was in fact US$850bn after adding a range of tax
incentives for other industries. Now US$850 is A$1.2 trillion at an exchange rate of USD0.70. And that
is slightly more than Australia’s annual GDP!

> Fiscal stimulus. Chinese Y4trillion package, 15% GDO over 2 years. G20 promises from developed
countries

> Central bank interest rate cuts. In a coordinated move, on 8 October the US Federal Reserve, ECB,
Bank of England, Bank of Canada, Sweden’s Riksbank and the Swiss National Bank cut their policy
rates. The People’s Bank of China also eased for the second time in the month — other Asian central
banks followed. The Reserve Bank of Australia has cut 200bp in 9 weeks. These moves are intended
to reduce bank funding costs, and to achieve a reduction in the cost of finance to end household and
business borrowers so as to encourage demand for credit and to limit the downside risks to economic
activity.

> IMF assistance on the table for Iceland, Austria, Hungary, Belarus and others..........
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Australian response

Government guarantee of bank deposits and funding:

> Guarantee on deposits of banks, building societies and credit unions. No
limit.

> Guarantee of wholesale funding for institutions, for a fee

> Purchase of additional $4bn (taking the total to $8bn) of RMBS by AOFM.

Government announces a $10.4bn economic stimulus package:

> $4.88bn to pensions, with a one-off payment on Dec 8 of $1400 for singles
and $2100 for couples

> Carers to receive $1000 for each eligible person within their care
> $3.9bn payment support for low and middle income families

> $1.5bn for first home buyers. First home owners grant doubled to $14000
for purchase of existing properties, with additional $7000 to purchase new
properties, until end June 2009.

> $157mn new training positions
> Bring forward of national building agenda
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Global Asset Price Deflation
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Global equity markets remain volatile

International equity market comparisons
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Downturns and market performance of Australian equities
(All Ordinaries Index)....

Start of Duration of Market 12 month Market
Downturn Downturn Performance Performance from
(Peak) (months) During Downturn end of Downturn
April 1981 15 -38% +44%
Sept 1987 5 -47% +22%
Sept 1989 16 -32% +34%
Feb 1994 12 -18% +21%
April 1998 7 -11% +11%
March 2002 12 -20% +27%
Average 11 -28%0 +27%
Oct 07 - Dec 08 12 -48%

Source: ANZ Economics & Markets Research

#Downturn defined as period from peak to bottom (end of trough).
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House prices in key economies now falling
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Commercial property capital values have shown stellar growth
through 2000s — but now look to be softening — in line with
deflation in other asset markets
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Commodity prices falling sharply as global economic activity 12

eases
Commodity prices
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Australian growth will stay below trend for around 2 years
although no recession

6.0 794 change, yoy Gross Domestic Product
Seasonally adjusted
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Consumption will ease despite strong income growth as

households rebuild savings

Household income and consumption Household savings ratio
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Waning investment intentions suggest business investment will 6
slow sharply
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Employment growth is easing, forward indicators of demand
point to further slowing. Unemployment rate will rise

Employment growth Newspaper job ads
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Against this background and with oil and other commodity 18
prices declining, inflation will also fall from early next year on

Consumer prices
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Housing

Relationship Banking « Corporate Finance » Markets « Working Capital

S



Australian quarterly house prices are now heading
south...although a bottom may be in sight
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...with most markets now clearly in decline

Existing house prices
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On a more positive note, interest rate reductions should
(finally) open the door to stronger dwelling construction

Residential building approvals vs. interest rates
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...driving pent-up housing demand to record (and potentially 23
Intractable) levels

Housing market balance: Australia
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...In all states, but particularly in New South Wales

mths Pent-up housing demand by state
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States: NSW already in recession
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Retail spending has collapsed in NSW

Retail spending by state
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Dwelling construction approvals have weakened in several 2!
states but NSW and Qld have been hardest hit.

Dwelling approvals™*
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NSW construction sector is weak

Construction Work Done Engineering work to be done
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NSW is the only state in which people are losing their jobs!

Employment by state
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Interest rates and
currencies
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Erosion of confidence among banks and hoarding of cash has **

seen wide margins open up between inter-bank & official rates

Banks’ short-term funding costs
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Coordinated global interest rates cuts...with more to

come
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A$ is extremely volatile >
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Simple yardstick: A$ is heavily influenced by global
developments and can be viewed as a proxy for global growth
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Disclaimer

Important Notice UNITED STATES OF AMERICA by:

Australia and New Zealand Banking Group Limited is represented in: ANZ Securities, Inc. (Member of NASD and SIPC)
w by: ) o 6th Floor 1177 Avenue of the Americas
Australia and New Zealand Banking Group Limited ABN 11 005 357 522 New York, NY 10036, United States of America
10th Floor 100 Queen Street, Melbourne 3000, Australia Tel: +1 212 801 9160 Fax: +1 212 801 9163
Telephone +61 3 9273 6224 Fax +61 3 9273 5711 NEW ZEALAND by:

UNITED KINGDOM by: ANZ National Bank Limited

Level 7, 1-9 Victoria Street, Wellington, New Zealand

Australia and New Zealand Banking Group Limited Telephone -+64 4 802 2000

ABN 11 005 357 522
40 Bank Street, Canary Wharf, London, E14 5EJ, United Kingdom
Telephone +44 20 3229 2121 Fax +44 20 7378 2378

>This document (“document”) is distributed to you in Australia and the United Kingdom by Australia and New Zealand Banking Group Limited ABN 11 005 357 522 (“ANZ”) and in New
Zealand by ANZ National Bank Limited (“ANZ NZ”). ANZ holds an Australian Financial Services licence no. 234527 and is authorised in the UK by the Financial Services Authority (“FSA”).
>This document is being distributed in the United States by ANZ Securities, Inc. (“ANZ S”) (an affiliated company of ANZ), which accepts responsibility for its content. Further information
on any securities referred to herein may be obtained from ANZ S upon request. Any US person(s) receiving this document and wishing to effect transactions in any securities referred to
herein should contact ANZ S, not its affiliates.

>This document is being distributed in the United Kingdom by ANZ for the information of its market counterparties and intermediate customers only. It is not intended for and must not
be distributed to private customers. In the UK, ANZ is regulated by the FSA. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK
Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the FSA.

>This document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document may not be reproduced, distributed or published by
any recipient for any purpose. This document does not take into account your personal needs and financial circumstances. Under no circumstances is this document to be used or
considered as an offer to sell, or a solicitation of an offer to buy.

>In addition, from time to time ANZ, ANZ NZ, ANZ S, their affiliated companies, or their respective associates and employees may have an interest in any financial products (as defined
by the Australian Corporations Act 2001), securities or other investments, directly or indirectly the subject of this document (and may receive commissions or other remuneration in
relation to the sale of such financial products, securities or other investments), or may perform services for, or solicit business from, any company the subject of this document. If you
have been referred to ANZ, ANZ NZ, ANZ S or their affiliated companies by any person, that person may receive a benefit in respect of any transactions effected on your behalf, details of
which will be available upon request.

>The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in this document accurately reflect the author’s
personal views, including those about any and all of the securities and issuers referred to herein. The author however makes no representation as to its accuracy or completeness and the
information should not be relied upon as such. All opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without notice.

No part of the author's compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any securities or issuers in this document. ANZ,
ANZ NZ, ANZ S, their affiliated companies, their respective directors, officers, and employees disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in connection with the contents of
and/or any omissions from this communication except where a Liability is made non-excludable by legislation.

>Where the recipient of this publication conducts a business, the provisions of the Consumer Guarantees Act 1993 (NZ) shall not apply..

- m—
Relationship Banking « Corporate Finance » Markets « Working Capital ﬁ-%i



	Combining banks, brokers, insurers and the GSEs, losses since the beginning of the crisis total US$967 bn
	An extraordinary public sector response to an unprecedented crisis
	Australian response
	House prices in key economies now falling
	Consumption will ease despite strong income growth as households rebuild savings
	Disclaimer

