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Backdrop

A Economic Condition Compared to global conditions

A Australian Financial System souridw delinquency rates (0.8%
projected for 200809), high CARs (over 17% for CUSs), high liqui
(18% for CUSs)

Fiscal Stimulus Measures

Per cent of annual nominal GDP, semi-annual
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Source: Australian Treasury

Sourcec APRACUBS Data
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House Prices
Percentage change
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A Economic ConditioR Compared to global conditions
A Housing prices holding (low stoeghigh net migratiorvshigh FHOG)

Housing Affordability*

Deviation from long-run average**
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* Index constructed as the ratic of average household disposable income to
the required monthly repayment for the median priced home financed
with a 25-year loan assuming an 80 per cent LVR at the full-dec prime
morigage rate
** Average since 1980 to present
Sources: ABS; REIA; RBA
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House Prices*
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* Weighled average of Adelaide, Brisbane, Melbourne, Perth and
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** Most expensive 20 per cent of suburbs
Sources: APM; RBA
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Consumer Sentiment
Standard deviation from long-run average
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* GDP-weighted average of euro area, Japan, UK and US
Sources: CEIC; Melbourne Institute and Westpac, RBA, Roy Morgan Research;
Thomsan Reuters
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A Economic ConditioR Compared to global conditios

A Key indicators less negative (consumer confidence, business investment,

capacityutilisation)

Capacity Utilisation*
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*  Estimate for December quarter 2008 based on NAB menthly survey
Sources: NAB, RBA

Business Surveys

Net balance; deviation from long-run average

Business conditions
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* Weighted average of data from other business surveys, scaled to match
the NAB series

* Eslimate for December quarter 2008 based on NAB monthly survey

Sources: ACCI; CBA; NAB; RBA; Sensis
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A Economic ConditioR Compared to global conditios
2F FdzyRa (2 Wwal TSI‘

A Government guarantee ¥ f 2 ¢

A Lower cost of funds for bankass well as skewing effect of FSEifancial

Scheme Legislation Amendment)

Deposit Growth Sbhn
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Others

Sourceg APRACUBS Data

3-month LIBOR to Swap Spreads
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*  Bank bills to overnight indexed swaps
Sources: Bloomberg, Thomson Reuters, Tullett Prebon (Australia) Pty Ltd
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Driving Forceg M&AS

V1ia WOl aKiytd AyQ 2y &aKIF1$
Flight to safety significant growth in deposit funds

Limited RMBS market activiyAOFM purchase activityhigher than BBBrating '
required to participate in evolving RMBS market ‘

Credit Reputation/rating of big 4

Credit Ratings of the Largest
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* Holding company ratings
Sources: Bloomberg; The Banker




