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Mr Alastair Watson

Treasurer

SP Ausnet _

Level 31, 2 Southbank Boulevarde
Southbank Vic 3000

Re: CPI Forecasts

Alastair,

Markets

Level 14, 530 Collins Street
Melbourne Vic 3000

Phone 03 9273 1634

Fax 03 9273 1622
WWW.aNZ.CoMm

Further to our recent telephone conversation, ANZ Banking Group Limited

provide you with the following information.

Our short term headline inflation forecasts are as follows:

We do not have a longer term forecast/projection to 2017 but we believe
the middle of the RBA’s target range is a reasonable basis for forming
long-term inflation forecasts. The Treasurer and the Governor of the
Reserve Bank of Australia reached an agreement in 1996 which was
restated in July 2003 to keep consumer price inflation between 2 and 3
per cent, on average, over the cycle. This broad objective has also been

adopted as ALP policy.

Hopefully this information assists.

ul Perry
ssociate Director
nstitutional Sales, Markets

F1200 07/00

Australia and New Zealand Banking Group Limited ABN 12 005 357 522
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Disclaimer: Ea
This document Is Issued by ANZ on the basis that it Is only for the information of the particular person to whom it 039273 1622

was provided. This document may not be reproduced, distributed or published by any recipient for any purpose. WWw.anz.com
Under ne circumstances Is this document to be used or considered as an offer to sell, or a solicitation of an offer to
buy.

in

This document does not take into account your personai needs and financial circumstances. The information In this
document has been obtained from, and any opinions In this document are based upon, sources believed reliable, but
ANZ, its directors, employees and consultants make no representation as to its accuracy or completeness and it
should not be relied upen as such. All opintons and estimates in this document reflect the author's judgment on the
date of this report and are subject to change without notice.

ANZ recommends that you read the ‘Product Disclosure relating to any financial products referred to in this
decument.

The entities that have prepared and the entities that are distributing this document ("the publishers"), their related
companies, thelr officers, employeas, representatives and agents expressly advise that they are not liable in any way
at all for any loss or damage, whether direct, indirect, consequentlal or otherwise however it arises {whether in
negligence or otherwise} out of or In connection with the contents of andfor any omissions from this document
except where a llability is made non-excludable by legislation.

From time to time the publishers, their related companies, or thelr assoclates and employees may have an interest
or deal in financial products directly or indirectly the subject of this document or may perform services for, or solicit
business from, a company the subject of this report. IF you have been referred to the publishers or any of thelr

related companies by any parson, that person may receive a benefit in respect of any transactions effected on your
behalf, details of which will be available on request.

ANZ is a business name of Australia and New Zeatand Banking Group Limited ABN 11 005 357 522, which hoids an
Austratian Financial Services licence no.

7200 67/00 Australia and New Zealand Banking Group Eimited ABN 11 005 357 522
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Economic Issues

CBA’'s CPI forecasts

CBA's forecasts for CPI inflation are 2.5% and 2.6% in 2007/08 and 2008/09 respectively.

Beyond 2008/09, we assume that CPI inflation will be 2.5%, ie in the middle of the RBA's 2-3% target band.
The RBA's record is that in the period since 1993 when the RBA started inflation targeting the CPI, inflation
has averaged 2.6%pa.

There is precedence for selecting a long term CPI inflation forecast that is close to 2.5%.

e Federal Treasury's medium term projections of CPI inflation, as outlined every year in the Budget, is
2.5%pa.

e A survey of Australia's leading economists by Consensus Economics show long run forecasts of CPI
inflation is 2.6%pa for 2011-2017.

Given that the government has tasked the RBA to keep CPI inflation at 2-3% over the course of the economic
cycle, it does not make much sense to have a long term forecast of inflation which is outside of the target. If
the RBA believes that inflation will stay outside of the target band their record shows they will adjust interest
rates to bring inflation back to target.

Joseph Capurso — Economist — 9312 0429 — joseph.capurso@cba.com.au

Please see the General Advice Warning in the attached Disclosure and Disclaimer Appendix. For US Investors: If you would like to speak to someone
regarding the subject securities described in this report, please contact CommSec LLC (the “US Broker-Dealer”), a broker-dealer registered under the U.S.
Securities Exchange Act of 1934 (the “Exchange Act”) and a member of the National Association of Securities Dealers, Inc. (the “NASD”) at 1 (212) 848-
9307. This report was prepared, approved, published, and distributed in the USA by Commonwealth Securities Limited (CSL). CSL is not registered as a
broker-dealer under the Exchange Act and is not a member of the NASD or any U.S. self-regulatory organization. Please see the analyst certification and
disclaimer in the attached Disclosure and Disclaimer Appendix. Please also view our website at www.research.commbank.com.au for a more detailed
disclaimer.




Commonwealth Rescarch

/

https://research.commbank.com.au

GLOBAL MARKETS RESEARCH
Level 4, 120 Pitt Street, Sydney

SALES TEAMS
Institutional
Sydney FX
Credit
Japan Desk
Melbourne
London FX
Debt & Derivatives
Corporate
Hong Kong
Singapore
New York
AUSTRALIA
Economics

Chief Economist

Senior Economist

Senior Economist

Economist

International Economist (London)

Currencies

Chief Currency Strategist
Senior Strategist
Associate Economist

Commodities
Commodity Strategist
Commodity Strategist

Debt & Credit

Head of Debt Research
Senior Strategist

Chief Strategist (London)
Credit Research Analyst
Credit Research Analyst
Securitised Product

Delivery Channels & Publications
Internet/Intranet
Information Services

NEwW ZEALAND

CBA NZ Economist
ASB Chief Economist
ASB Treasury Economist

(612) 9312 0681
(612) 9312 0190
(612) 9235 0122
(612) 9312 0025

(613) 9675 7757
(44) 20 7329 6266
(44) 20 7329 6444
(44) 20 7710 3905
(852) 2844 7501
(65) 6349 7001
(1212) 336 7739

http://www.cbaspectrum.com

Equities Corporate
Sydney (612) 9312 0780 NSW
Asia (613) 9675 6967 VIC
London/Europe (44) 20 7710 3571 SA
WA
New York (1212) 848 9307 QLD
New Zealand
Metals Desk

(612) 9312 0377
(612) 9675 7737
(618) 8206 4155
(618) 9482 6044
(617) 3229 7051
(649) 375 5738

(612) 9312 0700

Michael Blythe
Michael Workman
John Peters
Joseph Capurso
Nicola Chadwick

Richard Grace
Besa Deda
Sara Hoenig

Tobin Gorey
David Moore

Adam Donaldson
Besa Deda
Divyang Shah
Michael Bors
Steve Shoobert
Winnie Chee

Monica Eley
Ai-Quynh Mac

Chris Tennent-Brown

Nick Tuffley
Daniel Wills

michael.blythe@cba.com.au
michael.workman@cba.com.au
john.peters@cba.com.au
joseph.capurso@cha.com.au
nicola.chadwick@cba.com.au

richard.grace@cba.com.au
besa.deda@cba.com.au
sara.hoenig@cba.com.au

tobin.gorey@cba.com.au
MoorDa@cba.com.au

adam.donaldson@cba.com.au
besa.deda@cba.com.au
divyang.shah@cba.com.au
borsma@cba.com.au
steve.shoobert@cba.com.au
winnie.chee@cba.com.au

monica.eley@cba.com.au
maca@cba.com.au

chris.tennent-brown@asbbank.co.nz
nick.tuffley@asb.co.nz
daniel.wills@asb.co.nz

(612) 9312 4135
(612) 9312 0197
(612) 9312 0112
(612) 9312 0429
(44) 20 7710 3918

(612) 9312 4080
(612) 9312 4118
(612) 8223 7928

(612) 9312 0401
(612) 9312 0398

(612) 9312 2841
(612) 9312 4118
(44) 20 7710 3986
(612) 9312 4134
(612) 9312 0130
(612) 9312 0182

(612) 9312 0853
(612) 9312 4132

(649) 374 8819
(649) 374 8604
(649) 374 8185


https://research.commbank.com.au/
http://www.cbaspectrum.com/
mailto:john.peters@cba.com.au
mailto:nicola.chadwick@cba.com.au
mailto:tobin.gorey@cba.com.au
mailto:adam.donaldson@cba.com.au
mailto:borsma@cba.com.au
mailto:chris.tennent-brown@asbbank.co.nz
mailto:nick.tuffley@asb.co.nz
mailto:aniel.wills@asb.co.nz

Commonwealth Rescarch /

DISCLOSURE AND DISCLAIMER

The Bank and the US Broker-dealer are affiliates under common control. The Bank and certain of its affiliates transact and seek to transact business with some of
the companies covered in the Bank’s research reports. As a result, investors should be aware that the Bank may have a conflict of interest that could affect the
objectivity of this report. Investors should consider this report as only a single factor in making their investment decisions. This report has been prepared for
general circulation and is circulated for general informational purposes only; this report should not be regarded as an offer to sell or as a solicitation of an offer to
buy the securities described herein. No part of this report may be reproduced in any manner without the prior written permission of the Bank. With the exception
of the disclosures herein relating to the Bank and its affiliates, this research report is based on certain information that The Bank considers to be reliable, but we
make no representation that this report is accurate or correct, and it should not be relied upon as such.

This research report is provided with the understanding that the Bank and its affiliates are not acting in a fiduciary capacity. This research report represents the
views of the Bank and is subject to change without notice. The securities discussed in this research report may not be eligible for sale in all States or countries,
and such securities may not be suitable for all types of investors. Offers and sales of securities discussed in this research report, and the distribution of this report,
may be made only in States and countries where such securities are exempt from registration or qualification or have been so registered or qualified for offer and
sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements.

The preparer of this research report is employed by the Bank and is not registered or qualified as a research analyst, representative, or associated person under
the rules of the NASD, the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State.

Analyst Certification

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the
analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers; and (2) no part of his or
her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the research
report.

The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of
gathering, synthesizing, and interpreting market information. Employees of the Bank or its affiliates may serve or may have served as officers or directors of the
subject company of this report. The compensation of analysts who prepared this report is determined exclusively by research management and senior
management (not including investment banking). Analyst compensation is not based on investment banking revenues, however, compensation may relate to the
revenues of the Group, as a whole, of which investment banking, sales and trading are a part.

Detailed Disclaimer

The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 (the “Bank”, and together with its subsidiaries and affiliates, the “Group”), is incorporated
in Australia with limited liability.

This report is prepared, approved, published, and distributed solely by the Bank. Entities within the Group and/or their directors, officers and employees (excluding
the research analyst[s] preparing this report unless otherwise specifically disclosed) or clients of the Group may have or have had interests or long or short
positions in the securities or other financial instruments referred to herein, and may at any time make purchases and/or sales in such interests or securities as
principal or agent.

Entities within the Group may have or have had a relationship with or may provide or have provided investment banking, capital markets and/or other financial
services to the subject companies described in this research report.

EFor U.S. Investors:

CommsSec LLC (“US broker-dealer”) is a wholly owned, but non-guaranteed, subsidiary of the Bank, organized under the laws of the State of Delaware, USA, with
limited liability. The US broker-dealer is not authorized to engage in the underwriting of securities and does not make markets or otherwise engage in any trading
in the securities of the subject companies described in our research reports. The US broker-dealer is registered under the Exchange Act and is a member of the
NASD. The U.S. broker-dealer is the distributor of this research report in the United States and accepts responsibility for its content.

Eor European Investors:

This report is published, approved and distributed in the UK by the Bank. The Bank is registered in England No. BR250 and authorised and regulated in the UK by
the Financial Services Authority (FSA). This report does not purport to be a complete statement or summary. For the purposes of the FSA rules, this report and
related services are not intended for private customers and are not available to them.

General:

This report is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy any securities or related financial
instruments. This report is for distribution only under such circumstances as may be permitted by applicable law. This report has been prepared without taking
account of the objectives, financial situation or needs of any specific person who may receive this report. Any such person should, before acting on the information
in this report, consider the appropriateness of the information, having regard to the specific person’s objectives, financial situation and needs and, if necessary,
seek appropriate professional or financial advice regarding the appropriateness of investing in any securities or investment strategies discussed in this report. The
Bank believes that the information in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or
completeness of any statement made in this report. Any opinions, conclusions or recommendations of the Bank set forth in this research report are subject to
change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed by other business areas or groups of the Group
as a result of using different assumptions and criteria. The analysis contained in this research report is based on numerous assumptions; different assumptions
could result in materially different results. The Bank is under no obligation to update or keep current the information contained in this report. None of the entities
within the Group or their directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. Any
valuations, projections and forecasts contained in this report are based on the number of assumptions and estimates and are subject to contingencies and
uncertainties. The inclusion of any such valuations, projections and forecasts in this report should not be regarded as a representation or warranty by or on behalf
of the Group or any person or entity within the Group that such valuations, projections and forecasts or their underlying assumptions and estimates will be met or
realized. Past performance is not a reliable indicator of future performance. Foreign currency rates of exchange may adversely affect the value, price or income of
any security or related investment mentioned in this report. In addition, investors in securities, such as ADRs, whose values are influenced by the currency of the
underlying security, effectively assume currency risk.

The Group may engage in transactions in a manner inconsistent with this research report. In the case of certain products, the Bank or one of its affiliates is or may
be the only market maker. No inducement has been or will be received by the Group or any person or entity within the Group or the research analyst from the
subject of this report or its associates to undertake the research or make the recommendation. The research staff responsible for this report receive a salary and a
bonus that is dependent on a number of factors including their performance and the overall financial performance of the Group, including its profits derived from
investment banking revenues. The Group provides, or seeks to provide, services to the subject of the report and its associates. This report is not directed to, or
intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would subject any entity within the Group to any registration or licensing
requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to entities within the Group.
None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior written
permission of the Group or the appropriate entity within the Group.

Unless otherwise noted, all data is sourced from Australian Bureau of Statistics material. (www.abs.gov.au)
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18 September 2007

BY COURIER

SP AusNet

Level 31, 2 Southbank Boulevard
Southbank VIC 3006

Attention: Mr Alastair Watson

Dear Alastair

Please see our response below to your questions 1 — 4.

(1) A short term forecast of inflation.

Consumer price inflation over the four quarters to June was 2.1%. We expect it to reach 2.7% in
the four quarters to December, and 2.9% over the four quarters of 2008.

(2) A longer term forecast/projection of inflation going out to the end of calendar year 2017. If
you do not have a longer term forecast/projection can you (ie. the bank's economic area) please
provide your opinion on whether you believe that the middle of the RBA’s target range (keeping
inflation between 2% and 3% on average over the economic cycle) is a reasonable basis for
forming long-term inflation forecasts (say from 2012 to 2017)?

The only important variable that is explicitly targeted in the Australian system of economic
management is consumer price inflation, which the central bank is required to maintain between
2% and 3%. In our view a long term consumer price inflation forecast of 2.5% is an eminently
reasonable one. To have a marked!ly higher or lower forecast suggests an assumption that
something will go radically wrong with economic management and the Australian economy. That
assumption would need to be explained.

(3) Whether your forecasts are ‘most likely’ or are ‘mean’ forecasts. If your forecasts are of the
‘most likely’ outcome then whether you believe that the ‘mean’ forecast is above or below your
forecast?

The short term forecasts are "most likely”. In the context of a longer term forecasts, this
distinction is meaningless

(4) Your opinion as to the impact of the RBA inflation target on the probability distribution for
medium to long term inflation outcomes. Specifically, is it your opinion that the operation of
RBA monetary policy means that the probability distribution of possible inflation outcomes has a
relatively ‘shorter tail’ outside the RBA’s target range than inside the RBA’s target range?

HSBC Bank Australia Limited

ABN 48 006 434 162 AFSL 232595

GPO Box 763G, Melbourne VIC 3001

Level 10, 333 Collins Street, Melbourne VIC 3000
Tel: 1300 308 &80 Fax: (03) 9225 3727
www.hsbe.com.au
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If it is the case, as it has become in Australia, that the central bank's target is a credible one, the
departures from it become smaller and it is less expensive in terms of output volatility and
quicker to bring inflation back within the target range, Furthermore, the RBA procedure is not to
seek an average outcome of 2.5% but so far as possible to keep inflation within the 2% to 3%
band (and preferably at the midpoint). It ought therefore be the case that over time inflation is
more often within the band than without. '

John Edwards

HSBC Chief Economist Australia and New Zealand
Disclaimer

The research analyst(s) who prepared this report certifies{y) that the views expressed herein accurately reflect the
research analyst's(s'y personal views about the subject security(ies) and issuer(s) and that no part of his/her/their
compensation was, is or will be directly or indirectly related to the specific recommendation{s) or views contained in this
research report. '

In this publication, HSBC Group means HSBC Bank plg, its subsidiaries and associate undertakings, and any of their
branches. This document is issued in Australia by HSBC Bank Australia Limited (ABN 48 006 434 162) AFSL No. 232595
and HSBC Bank plc — Sydney Branch (ABN 88 067329 015) AFSL 232596 (tagether "HBAU") for the general information
of its "wholesale" customers {as defined in the Corporations Act 2001). It makes no representations that the products or
services mentioned in this document are available to persons in Australia or anywhere else or are necessarily suitable for
any particular person or appropriate in accordance with local law. No consideration has been given to the particular
investment objectives, financial situation or particular needs of any recipient.

It is issued in New Zealand on behalf of The Hong Kong and Shanghai Banking Corporation Limited and is being provided
to recipients otherwise than as a member of the "public" under the Securities Act 1978 (the Act). By accepting this
document in New Zealand each recipient is deemed to have acknowledged that the recipient is a person whose principal
business is the investment of money or the recipient in the course of and for the purposes of the recipient’s business
habitually invest money in terms of section 3{2)(iii) of the Act. All recipients are prohibited from copying or distributing any
material in this document to any person and in particular should not distribute any material in this document to any
member of the public in New Zealand in terms of the Act. ‘

Any distribution of this document in the United Kingdom is intended for persons of a kind described in Articles 11(3) of the
Financial Services Act 1986 {Investment Advertisements)(Exempticns) Order 1966 (as amended), The protection
afforded by the regulatory regime in the United Kingdom are available only to those dealing with a representative of
HSBC Bank plc in the United Kingdom.

Any distribution of this document in the United States is intended solely for "major US institutional investors" (as defined in
Rule 15a-6 of the US Securities Exchange Act of 1934), Such recipients sheuld note that any transactions effected on
their behalf will be undertaken through HSBC Securities (USA) Inc. in the United States. Each major US institutional
investor that receives this document by such act agrees that it shall not distribute or provide a copy of this document to
any other person. This document is not and should not be construed as an offer to seli, purchase or subscribe for any
investment or a solicitation of such an offer.

The information in this document is detived from sources HBAU believes to be reliable but which have not been
independently verified. All charts and graphs are from publicly available sources or proprietary data. HBAU makes no
guarantee, representation or warranty and accepts no responsibility or liability as to the accuracy or comp[éteness of any
information. HBAU is not responsible for errors of transmission of factual or analytical data, nor shall it be liable for
damages arising out of any persoen's reliance upon any information in this document, The opinions in this document
constitute the present judgement of HBAU and are subject to change without notice.

A member of the HSBC Group and its affiliates and/or their officers, directors and employees may have positions in any
securities or instruments or related investments mentioned in this document and may from time to time add to or dispose
of any such securities instrurnents or investments, A member of the HSBC Group and its affiliates may act as market
maker or have assumed an underwriting commitment in the securities or instruments of any companies, or in any
securities or instruments or related investments, mentioned in this document; or may sell or buy them on a principal basis.

Page 2
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Brokerage or fees may be earned by a member of the HSBC Group or its affiliates in respect of any business transacted
by them in all or any of the securities or instrumenis referred to in this document.

A member of the HSBC Group may also perform or seek to perform banking or underwriting services for or relating to any
companies mentioned in this document. This document is intended to be distributed in its entirety.

Unless governing law permits otherwise, you must contact a HSBC Group member in your home jurisdiction if you wish to
use HSBC Group services In effecting a transaction in any investment mentioned in this document.

Page 3



Monday, 24 September 2007

Jk nabCapital

A division of National Australia Bank Limited Market ReseaI’Ch

Long-term CPI Forecast

At the NAB, we do not generally forecast economic and financial data beyond a 2-3 year horizon.

For the CPI, our short term forecasts are as follows:

2007 2008
Australia - Growth 2005 2006 2007 2008 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
CPI headline - quarter% 0.1 1.2 0.4 0.2 0.6 0.6 0.6 0.6
CPI headline - annual % 0.8 1.0 2.0 2.2 2.4 2.1 1.6 2.0 25 1.8 2.0 2.4
CPI underlying - gtr% 0.5 0.9 0.7 0.6 0.7 0.6 0.6 0.7
CPI underlying - ann% 25 2.9 2.7 2.6 2.7 2.7 2.6 2.7 2.8 25 25 2.6

Beyond 2008, we assume that variables such as the CPI will approach their long-term average. Also, the RBA has a target for the
underlying inflation rate of 2-3% over the medium term.

Hence we assume that the central bank is successful in achieving this goal and that the inflation rate averages around 2.5% over the
longer term (ie the middle of the 2-3% target band).

Consensus Economics polls around 15-20 economic forecasters, and in their latest Long-term forecasts edition (April 2007), the
forecast for inflation was an average of 2.6% from 2011 — 2017.

Important Notices

ANALYST DISCLAIMER: 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 analysts 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: National Australia Bank Limited (ABN 12 004 044 937, AFSL 230686), its related bodies and any officer, employee,
agent, adviser or contractor thereof (“National”)) does not warrant or represent that the information, recommendations, opinions or conclusions
contained in this document (“Information”) is accurate, reliable, complete or current. The Information has been prepared for dissemination to
professional investors for information purposes only and any statements as to past performance do not represent future performance. The Information
does not purport to contain all matters relevant to any particular investment or financial instrument and all statements as to future matters are not
guaranteed to be accurate. In all cases, anyone proposing to rely on or use the Information should independently verify and check the accuracy,
completeness, reliability and suitability of the Information and should obtain independent and specific advice from appropriate professionals or experts.
The Information is not intended as an offer or solicitation for the purchase or sale of any financial instrument. To the extent permissible by law, the
National shall not be liable for any errors, omissions, defects or misrepresentations in the Information or for any loss or damage suffered by persons
who use or rely on such Information (including by reason of negligence, negligent misstatement or otherwise). If any law prohibits the exclusion of such
liability, the National limits its liability to the re-supply of the Information, provided that such limitation is permitted by law and is fair and reasonable. The
National, its affiliates and employees may hold a position or act as a price maker in the financial instruments of any issuer discussed within this
document or act as an underwriter, placement agent, adviser or lender to such issuer. The Information is governed by, and is to be construed in
accordance with, the laws in force in the State of Victoria, Australia, and any dispute or claim arising from, or in connection with, the Information is
subject to the non-exclusive jurisdiction of the courts of that State.

! JnabCapital

A division of National Austratia Bank Limited




‘I'e St pac A division of Westpac Banking Corporation

ABN 33 007 457 141

Institutional Bank
Structured Derivatives
Level 8, 360 Collins Street
Melbourne VIC 3000 Australia
Telephone: 03 9670 5104
Facsimile: 03 9602 1760
craigharris@westpac.com.au

18 Sept 2007
CPI Forecast and Comment

Alastair

Please see below, Westpac's response to your queries in regards CPI.

Short and Long term Forecasts

The following forecasts have been copied directly from Westpac’s regular Economic publication,
detailing GDP, Unemployment and CPI.

13 August 2007

Wistralian economic forecasts
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As you can see, Westpac doesn’t forecast beyond, 5 years, for CPl. However, in regards
longer term expectations for CPl, Westpac would strongly expect that actual CPl outcomes,

will ‘mean revert’ towards the historic mean of 2.45%, for periods beyond our forecast
period.

In 1993, as you are aware, the Reserve Bank of Australia introduced a target range for the
maintenance of inflation within a 2% to 3% band. As you can see from the chart and
histogram, shown below, although Australia’s inflation rate has been to higher levels than

the top of the RBA’s band, it has usually returned to levels more consistent with the middle
of the RBA’s target range over time.
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* All CPI data has been normalised for the introduction of GST spike in 2000.
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The Operation of the RBA’s Monetary Policy, should ensure that the forecast probability
distribution will be similar to the historic probability distribution that we’ve seen here in
Australia for CPI.

Historic probability distribution as illustrated above, shows that only 31% of all outcomes since
1993, were above 3.00%.

If you have any further queries, please feel free to contact me.

Regards
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