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Floods to inflict heavy growth damage this quarter in Australia

GDP forecasts q/q%, pre/ post floods
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QLD economy has underperformed since the GFC
Domestic Demand: Australia vs Queensland
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Population less supportive of Qld housing demand
House price growth has eased after interest rate increases
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Retail Sales are softer
Household savings have risen strongly

Household Saving
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Global backdrop supports strong Aussie exports

Ann Avg GDP 2008 2009 2010 (f) |2011 (f) 2012 (f)
Australia 2.6 1.3 2.7 2.5 3.7
US 0.0 -2.6 2.8 3.2 3.3
Japan -1.2 -6.3 4.0 1.7 2.3
UK 0.0 -5.0 1.4 2.1 2.2
Eurozone 0.3 -4.0 1.7 1.5 1.8
India 7.3 6.8 9.0 8.4 7.4
China 9.6 9.1 10.3 9.1 8.0
World 2.9 -0.7 4.9 4.5 4.2
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Australia’s largest export market is now China; India growing fast

Australia’'s Top 10 Export Destinations
Year to April 2010
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Chinese and Indian growth strong despite policy tightenings

GDP Growth
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Percent

US recovery continuing, labour market improving (slowly)

US Payrolls and Unemployment Rate
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Global manufacturing strong
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Exponential growth in resource exports over the past decade

Contribution to Total Australian Exports

By sector
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Commodity prices driving ‘terms of trade’ & real incomes higher
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Resource projects ‘committed’ or ‘under construction’:

$A133bn, 10% of GDP
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Australia still has plenty of powder dry for a sustained commodity boom

Australian Relative to World Reserves

As at 2008*
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Japanese earthquake — Key issues for Australia

e Japan accounts for 20% of metallurgical

coal, 18% of thermal coal and 10% of iron Nikkei 225 Index
ore demand 19000 19000
e Areas heavily affected by the earthquake 8% 18000
17000 17000
represent 8% of Japanese GDP
16000 16000
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e Japan is 15% of Australia’s trade (China 15000 15000
22.5%), 19% of exports and 9% of 14000 14000
imports. Main exports are coal, iron ore, % 13000 13000
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e BoJinjected ¥15 trn into banking system

to ensure plenty of liquidity
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Global economy strengthening, but risks remain

e Middle-East tensions raising oil and gold prices
e Global inflation rising

e ECB and BoE preparing for rate hikes

e China still strong, and still tightening policy

e US economy improving

e Devastating earthquakes in Japan and NZ

e Australian growth affected by floods in short-term, but medium term
outlook remains strong and wage/price pressures trending higher
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Longer term activity outlook remains positive, helped by the
rebuilding after the floods and strong business investment

Australian GDP
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Little spare capacity - unemployment rate is falling

Unemployment Rate
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Wage pressures rising, and skilled labour shortages after floods
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Underlying inflationary pressures rising
Australian Inflation
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RBA has been on hold since November, but rises ahead

RBA Cash Rate
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A higher average for the AUD over the next decade?

Australian Dollar
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Summary: Risks remain, but interest rates higher in 2011

e QLD floods will slow growth in Q1, but add to growth in late 2011
e Global economy is improving and Chinese growth remains strong

e Australian economy has benefited from resilient Asia, high commodity
prices and policy stimulus

e Labour market is strong, and unemployment falling

e RBA cash rate to rise further to contain wage and price pressures
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Key financial market forecasts

Interest Rate Forecasts

10-Mar Jun-11 Sep-11 Dec-11 Jun-12 Dec-12
Australia
RBA Cash rate 4.75 4.75 5.00 5.25 5.25 5.25
Offshore Policy Rates
US Fed funds 0.25 0.25 0.13 0.50 0.75 1.25
ECB refi rate 1.00 1.25 1.50 1.50 1.75 2.25

Exchange Rate Forecasts

Majors 10-Mar Jun-11 Sep-11 Dec-11 Jun-12 Dec-12
AUD/USD 1.0050 1.05 1.01 0.98 0.96 0.94
NzZD/USD 0.7355 0.75 0.75 0.75 0.73 0.71
USD/JPY 82.84 86 87 88 92 92
EUR/USD 1.3872 1.34 1.35 1.36 1.38 1.40
GBP/USD 1.6178 1.56 1.59 1.59 1.61 1.65
USD/CNY 6.5734 6.30 6.20 6.15 5.95 5.75
Australian Cross Rates

AUD/IPY 83.25 90 88 86 88 86
AUD/EUR 0.7245 0.78 0.75 0.72 0.70 0.67
AUD/GBP 0.6212 0.67 0.64 0.62 0.60 0.57
AUD/NZD 1.3664 1.40 1.35 1.31 1.32 1.32
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ANALYST CERTIFICATION: The person or persons named as the author(s) of this report hereby certify that the views expressed in the research report accurately reflect their
personal views about the subject securities and issuers and other subject matters discussed. No part of their compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed in the research report. Research analé/sts responsible for this report receive compensation based upon, among other factors, the
overall profitability of the Markets Division which is part of the Institutional Markets & Services division of National Australia Bank Limited, a member of the National Australia
Bank Group (the "National”). The views of the author(s) do not necessarily reflect the views of the National and are subject to change without notice. The National may receive
fees for banking services provided to an issuer of securities mentioned in this report. The National, its affiliates and their respective officers, and employees, including persons
involved in the preparation or issuance of this report (subject to the policies of the National), may also from time to time maintain a long or short position in, or purchase or sell a
position_in, hold or act as advisors, brokers or commercial bankers in relation to the securities (or related securities and financial instruments), of companies mentioned in this
report. The National or its affiliates may engage in these transactions in a manner that is inconsistent with or contrary to any recommendations made in this report.

AUSTRALIAN DISCLAIMER: So far as the law allows, National Australia Bank Limited ABN 12 004 044 937 ("the National") disclaims any warranty or representations as to the
accuracy or reliability of the information and statements in this document. The National expressly advises that, to the extent permitted by the law of Victoria, Australia, by which
law use and all other matters relating to this document are governed, it shall not be liable in any way whatsoever (whether in negligence or otherwise) for any loss or damage
which may be suffered by any Person relying upon such information or any opinion, recommendations or conclusions contained in this document or otherwise arising in
connection with the contents of or any omission from this document where the liability is made non-excludable by legislation. This document has been prepared for
dissemination to professional investors. The opinions expressed herein are those of the ‘author and not necessarily those of the National. The information on which those
opinions are based has been gleaned from public sources or provided by the subject on a non-confidential basis. This document does not purport to contain all relevant
information and any statement as to any future matter is a present prediction of a possible future outcome, the accuracy of which cannot be guaranteed. Past performance is
not a guide to future performance. Recipients should not rely upon the contents of this document, but should make their own assessment and evaluation, undertake an
investigation and enquire and seek advice to enable them to make any decision concerning their own risk. This material is not intended as an offer or solicitation for the
purchase or sale of any financial instrument. The National, its affiliates, and employees may hold a position or act as price maker in the financial instruments of any issuer
discussed within this document or act as underwriter, placement agent, adviser or lender to such issuer. © Copyright National Australia Bank Limited ABN 12 004 044 937.

UK DISCLAIMER: So far as the law and the Financial Services Authority Rules allow, National Australia Bank Ltd ("the Bank") disclaims any warranty or representation as to the accuracy or reliability of
the information and statements in this Document. The Bank will not be liable (whether in negligence or otherwise) for any loss or damage suffered from relying on this Document. This Document does
not purport to contain all relevant information. Recipients should not rely on its contents but should make their own assessment and seek professional advice relevant to their circumstances. The Bank
may have proprietary positions in the products described in this Document. This Document is for information purposes only, is not intended as an offer or solicitation, nor is it the intention of the Bank to
create legal relations on the basis of the information contained in it. No part of this Document may be reproduced without the prior permission of the Bank. This Document is intended for Investment
Professionals (as such term is defined in The Financial Services and Markets Act 2000 (Financial Promotion) Order 2001) and should not be passed to any other person who would be defined as a
private customer by the rules of the Financial Services Authority ("FSA") in the UK, or to any person who may not have experience of such matters. Issued by National Australia Bank Limited A.B.N. 12
004 044 937, 88 Wood Street, London EC2V 7QQ. Registered in England BR1924. Head Office: 500 Bourke Street, Melbourne, Victoria. Incorporated with limited liability in the State of Victoria,
Australia. Authorised and regulated by the Financial Services Authority in the UK

US DISCLAIMER: This information has been prepared by National Australia Bank or one of its affiliates or subsidiaries (collectively, “NAB”). Ifitis distributed in the
Nﬂtionﬂ’ United States, such distribution is by National Australia Capital Markets, LLC (NACM) which _acceﬁts responsibility for its contents. Ang U.S. person receiving this
- information wishes further information or desires to effect transactions in the securities described herein should call or write to NACM, 200 Park Avenue, New York, NY
Australic Capitel Markets, LLC 10166 (or call (877) 377-5480). The information contained herein has been obtained from, and any opinions herein are based upon sources believed to be reliable and
no guarantees, representations or warranties are made as to its accuracy, completeness or suitability for any purpose. Any opinions or estimates expressed in this
information is our current opinion as of the date of this report and is subject to change without notice. The principals of NACM or NAB and/or its affiliates may have a long or short position or may
transact in the securities referred to herein or hold or transact derivative instruments, including options, warrants or rights with securities, or may act as a market maker in the securities discussed herein
and may sell such securities to or buy from customers on a principal basis. This material is not intended as an offer or solicitation for the purchase or sale of the securities described herein or for any
other action. It is intended for the information of clients only and is not for publication in the press or elsewhere.

nab *( National Australia Bank




