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How much economic difference do natural

disasters make?

“What has so often excited wonder, the great rapidity with
which countries recover from a state of devastation; the
disappearance, in a short time, of all traces of the mischiefs
done by earthquakes, floods, hurricanes, and the ravages of

”

war.

John Stuart Mill, British economist and philosopher, 1872
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Production in flooded areas-- % of national

production
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Financial Market Forecasts
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The Australian Dollar and US Trade Weighted
Index
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Australian Sharemarket Performance — ASX200
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The Australian market is again cheap
(forward P/E ratio)
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Source: I/B/E/S, UBS calculations



25

20

15

10

Industrials ex banks Banks Resources
+
Low inflation era
avg(1993-)
5 - 45 4499099999999 99990999990559950990969g0999J9J999599J9J999o099+$999499599J5J999J999J9J599599J9J99J99J931..31. 1. 15904
93 97 01 0O 09 94 98 02 95 99 03 07

Source: IBES. Datastream. MSCI. Deutsche Bank




World share markets are cheap also
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It makes a difference when you buy

S&P 500 INDEX: AVERAGETEN-YEAR FORWARD REAL RETURNS
(Based on PE ratios from 1871 - 2010)
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US Housing starts are bumping along the bottom

(Millions)
2.4

e==Peormits Starts

h‘ " /\»\/
' 'J*f LA AR A
JIN\N’

Source: Datastream

QBT Financial Group



It keeps taking longer to get back the jobs
(% decline from peak employment)
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2011 Growth Forecasts (%)

Month of Forecast

0-10 N-10 D-10 J-11 F-11 M-11 A-11
Australia 3.5 3.5 3.2 3.1 2.9 2.9 2.7
US 2.4 2.4 2.7 3.2 3.2 3.1 2.9

Source: Consensus Economics



Industrial production (2005=100)
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Real GDP growth in Australia and the US

Year to % change
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China is more important--here’s the proof
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China is tracking Japan very closely
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What goes up.....

Terms of Trade™
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The Labour market has done well
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Australian Inflation
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Proportion of prices in the CPIl that went up in

the quarter
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Interest rate changes do make a difference!
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Another look at house prices (in thousands!)
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House prices since 2005

Perth
160 N
Adelaide
140 Brisbane e N ﬁ
Australia
Melbourne ,__ ~ N
120 ~
Regional®
100
Canberra
80 | | | | | | | | | | | |
2006 2008 2010 2006 2008 2010

Sources: RBA:; RP Data-Rismark

Excluding apartments; measured as areas outside of capital cities in
NSW, Qld, SA, Vic and WA

140

120

100



Gross Domestic Product

Qtly growth =Year-to growth Non-farm year-to growth

| AN
! /’3\7{%\/ \ﬁ ?ALA\,AP\ ,
J Y

\

—orecasts

8
7
6
)
4
3
2
1 -
0
-1
-2
-3

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12

Source: ABS

QBT Financial Group



Mining investment (share of GDP)
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Global Medium-Term Economic Growth and Inflation
Prospects (2011-2023
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Asia-Pacific Medium-Term Economic Growth and

Inflation Prospects (2011-2021
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Morgan Stanley Capital Indexes
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The global economic recovery continues, albeit slowly.
The threat of a double dip in the US has disappeared.

The Australian economy should continue to grow well,
led by mining investment. The floods will have
temporary effects on the macroeconomic data. Japan is
a bigger uncertainty.

Rates should eventually rise further.

The exchange rate is above fair value. The rest of the
world is on sale for Australians.

Share markets are still cheap.
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