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REUTERS AUDUSD POLL

AUD={Actual) 0.7304 0.7700 0.7636 06800  Max 0.8600

0.7304




AUD KEY DRIVERS - what typicasty moves the AtUD?

(. R
COMMODITIES (Key exports/prices drive AUD demand)
ZronOre |\ - What to watch:
Coal China appetite @rowtﬁ«)
Copper USDfeommadities correlation
\_ oi

/The USD (stil the higgest show in town)

4 )
VOLATILITY (AUD is not a ‘safehaven’ currency)
Equities Markets What to watch:
Currenzy Volatility Volatility (VIX)
Emerjinﬂ Markets Global ands EM FX Volatility
J

FOMC Rate Intentions

Us Yeeld What to watch:

Risk Sentiment Tnflation Em,nlo‘ymewt

Trump FED Rates  Volatility (VZX)
\ Tax/Infrastructure Reform /

—7 )
DOMESTIC ECONOMY  (What will the RBA think?)
REA Rate Litentions Zuflation,  Emplogment
Growth Business and Consumer Confidence
Retail, Sales
\_ J

\_

4 )
AU/US Rate Spreads (Aust Yield , therefore AUD, relative attractiveness)
Central, Bank Forecasts REA and FED
Interest Rate Differentials

Treasury Yield Spreads
(hort and, long term)
& J




AUD KEY DRIVERS - for Fy27/28

Key Drivers for FY17/18:

AUD/ USDin FY 2017'18 5D selling off despite strong data, aided by

RBA's Lowe:
¢ Tra.d.e War a.nd Geo._ 0.82 - "petterif Davish Trump tax reform optimism drives AUD > 080 for first time temporary govt shutdown, Trump tariffs on
political tension a driver currency FOMC minutes. S yields & USD up: 20% fallin iron dince SE|.J 7 solar, washing machines, Mnuchin 'weaker
of risk aversion 0.81 - bitlower" thensoftUS  ore hurts AUD USD good for us'
' earnings data ~10% commodity price gains
y lift commaodity linked Tru_mp looks at imposing
. . 0.80 4 / currencies 'IEBI'IﬁS on $60bn of China
° Cr:]ontlnued strength in \ imparts, prompts USD
nom ] [l-off
' owe: vext move in rates S? N
the US economy 0.79 ? Lowe: N ;;. .
,/ A likely up; Fed more j AUD<0.77 CNY/EM
. 0.78 1 / '| worried about low / first time in selloff
e Higher US rates has put / : | 5 | infation 2008, EM a;:_;gleratesE, MAU[:L
pressure on Emerging : / tronger 1 datz, Early Feb global equity sell selling off siding on LA TS
0.77 / shrill LS-N.Korea proxy status
Markets / hetori: Rﬁ A off (S&P off >10%); soft AU A ' :
/ rhtoric, FF9 SOMEMSofer han CPland Ching PMs | .'
0.76 - y at strong AUD expected ‘ | |
AU Q3 (P T firms plan t
e Base Metals and Iron 075 1 150 weskosss, / ‘ ir:;n;f;;mﬁnpst;f !
Ore lower dovish sounding and aluminium imparts | A
0.74 4 Fed: Trump AUD losses accelerate sub- | S _ I|
healthcare bill 0.7, stronger than _ rump chief economic |
I expected US GDP helps ‘F o I,“kres but seen 2 adviser Cohn quits, Kim !
(.73 1 CotapsEs USD: Powell-ed Fed dovish" Congress passes and Trump agrez to Trump oulls ot of
' S S tax refarm but no re
mooted Risk off /VIX up, soft meet Iran deal
072 - MG Wagesfosk) TPl
01 T T T T T T T T T T T T
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Source: Bloomberg, National Australia Bank




TARIFF "WARS' - How badyy coutdt it hurt?

Impact of large scale tariff increases Announced & threatened US trade measures
10% increase in average tariff rate - range of estimated GDP
0.0 - ' ' ' ' ! United States Measure Status Overseas
0.5 f— Retaliation?
1.0 20-50*}6 on washing In-place
. machines/solar panels
15 Steel (25%) & aluminium  In-place Yes
2.0 (10%)
25 25% on $50b China imports $34b in-place (6 July) Yes (equivalent
3.0 $16b starts 23 August value)

' 25% on $200b China Public consultation process has begun - China to put tariffs
-3.5 imports open until 6 September on $60b of US
4.0 imports if US goes

ahead
4.5 $200b China (rate unclear) Threatened if China retaliates to 5200b 7
-5.0 tariff
World us World ‘ Us ‘ China ‘ Australia 20-25% on autos - Europe or US Section 232 investigation started 23 Threatened
US tariff increase met | Broad based tariff increases across & between all {possibly includes parts) Elj'};;tggg?lm%lg?uﬂ?reeguﬁfrllj};t;r;?lf on
with retaliation countries

towards agreement for zero tariffs on
non-auto industrial goods

e The left hand chart shows the impact if an increase in US tariffs of
10% is matched by affected trading partners

e The right hand chart summarises the impact on all countries
raising tariffs against all other countries (e.g. Europe raises tariffs
not just on US imports but also on imports from Asia)




TARIFF WARS - not going away white. Trump’s poputarity rising

e Trumps popularity has 70 7
- >
risen back to the level 65 - >
seen when he was 60 -
elected S -
g 55 -
S s0 -
e Economy has been —
strong, N. Korea S P | e
engagement an_d S 40 - P -
approach to China on <C

trade has been popular 35 -4 @A <— Trump's rating lows Oct-Dec 17

with his constituency 30

Source:UCSB,fivethirtyeight, NAB
T T

-50 -30 -10 10

House Seatslost/ Gain in Mid-Terms
e Trump has no reason to

back off trade tariffs 10251 - a8
unless popularity wanes - 47
100.0 Real Clear Politics Trump Job Approval - 46

andfor S_tOCk market Poll Average (2 months advanced), RHS
takes fright - 45
97.5 - 44
- 43

. 95.0
(NB: Republicans can - a2
afford to lose no more 02.5 - a1
than 30 seats in 40
November mid-terms) 50.0 - - 39
- 38
DXY Curncy, LHS 3

87.5 - 37
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2017 2018

Source: National Australia Bank, Macrobond




AUD AND EM EXPOSURE - &M weakness has become a key AUD driver

e Emerging Markets have
been the big story for 0.900 - 85.0
the AUD during 2018 N
0.875 - | - 82.5
e AUD fall from >0.80 ) - 20.0
coincided with start of 0.850 - 1
global EM sell-off - 77.5
(EMCI) and later ADXY 0.825 4
AUDUSD , LHS - 75.0
_ 0.800 -
e Higher US rates and i
: i 72.5
concerns over Chinese 0.775 - iy
growth are likely to ) \, i
p J0.0
place further pressure k‘ll T o | ke
0.750 - Ty
on EM 75 v\ | L 67.5
0.725 - l ) ' L 650
e Judged purely versus . 5
EM pressures, AUD - b JPM EMCI, RH5 I
should be closer to 0.70 0. 700 62.5
0.675 - 60.0
] | . L) ¥ ¥ ] | ¥ L] . ] ¥ [ 1 ] ¥ L] ] | L] 1 ] L]
N MM I S NITMMISNIMMISNIMMILS
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Source: National Australia Bank, Macrobond




AUD AND CHINA

e AUD is still the market’s

preferred China/Asia 0.82 - - 6.2
economic & financial
risk prox i
proxy 0.81 ’ - 6.3
AUDUSD, LHS
e Thisis due to China 0-80 1 'ﬁ 6.4
with a huge amount of
Agri product being sold 0.79 -
to this market i - 6.5
0.78
e Concerns over Chinese - 6.6
growth are likely to 0.77 1 J
place further pressure - 6.7
on EM 0.76
\ - 6.8
« No sign as yet of a firm 0.75 7 USDCNY (inverted), RHS
‘line in the sand’ for " 6
PBoC tolerance of 0.74 ' 9
stronger USD/CNY
0.73 1 | | | | | | | | | | . | | | | | | - 7.0
F M A M J J A S O N D J F M A M J J
2017 2018

Source: National Australia Bank, Macrobond




AUD/ USD - Higher volatility historically equates to wider AUD ranges

® Since the AUD float

(1983) AUD/USD has 45 - ents Index 40
averaged an annual
trading range of 14c g - AUD Annual
4 Trading Range L 35
VXD annual average
° The decline in equity vol 35 - (longer history than VIX)
in recent years has Latest is YTD average - 30
coincided with a | '
narrower AUD trading 30 Last
range 12
-2
25 1 mths >
¢ If we enter a period of
higher volatility, AUD is 20 - s
likely to trade in a wider
range 15 -
R - 1c
10 -
- 10
5 -
0 5

1085 1089 1493 1097 2001 2005 2009 2013 2016
Source: A B, Bloam berg




NAB’S FAIR VALUE MODEL FOR THE SA/USS 0.755

10

NAB’s Fair Value Model
calculates a value for the
AUD based on:

— Interest Rates
— Commodities

— Risk appetite

NAB’s Fair Value Model
suggest the AUD should
be trading closer to
0.7550

However this model does
not take into account full
extent of Emerging
Markets Risk which has
been a huge driver in the
value of the AUD over the
last year

0.75
0.70

0.65

AUD/USD = f(AU-US 1yr OIS/'Shadow Rate'
differential, AU main export commodities,

AUDUSD Predicted

0.755
0,731

AUDUSD

0.12 A
0.04:
-CI.D:!I:
-0.12:

Model residual

| | | I " ! ! !
Jan May 5Sep Jan May Sep Jan May S5ep Jan May 5ep Jan May 5ep

2014 2015 2016 2017 2018

Source: National Australia Bank, Macrobond




AUD - Zechnizatly

AUDUSD - 2018

e AUDUSD has been ' [Price
trading in a downward | .l “'
channel since the highs I’r“ { | -08
printed in January. N ;IY Iu " +¢|"1 i -0.78
I- e L I ————— - -0.78
o T T llh | i"H'H ' l -0.77
e The bearish outlook will il H i |¢ | B
remain unless we see a 'Hl i m W”*.'*T w
break up through ! !! I tj 077 if 0.74650
downtrend resistance M"*M"H‘ |ll"1”""i"'umi¥< 07
and ultimately 0.7473 |+' +|' ||"!- 0.73065
(June/July highs and o711 —1 ;
the 100 day moving 18 25 01 08 15 22 23 05 12 19 25 05 12 19 265 02 03 15 23 30 07 14 21 28 04 11 18 25 02 03 16 23 30 0O 13 20 27 03 10 patd
average which has _ Deci7 | Jan 18 | Feb 18 | Mar 18 | Apr 18 | May 18 | Jun 18 | Jul 18 | Aug 18 |Sep 18
defined the recent move AUDUSD - 2016 to today

well).

e Support comes in at

0.7150/0.7200. A break | o T S
through these levels ! Lai W"W e
puts the Feb 2016 lows / ' '

of 0.6825 at risk. ﬂ -

0.71957 —-0.72

— 1l ' o
'Y 0.71467 o
-0.7

0.68251 0,68

Jan Feb Mar Apr May Jun  Jul Alg Sep Oct Mov Dec Jan Feb Mar Apr May Jun Jul Alg Sep Oct Mov Dec Jan Feb Mar Apr May 1un JUl Alg Sep  Oct
| Q12016 | ©Q22016 | Q32016 | Q42016 | Q12017 | Q22017 | Q32017 | ©Q42017 | Q12018 | Q22018 | Q32018 |




NAB FX FORECASTS

G10 20-Aug-18  Sep-18 Dec-18 Mar-19 Jum-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20
Majors
Australian Dollar AUDSUSD 0. 7307 o073 075 0. 75 0.75 0.75 0. 75 0.75 0.74 0.74 0.73
Mew Fealand Dollar NZD/USD o.6621 .67 068 o.G8 .59 0.59 0.6 o.70 0.60 o.6E 067
lapaness yven LsD/IPY 14049 100 110 108 106 104 1032 100 ag g8 af
Euro EUR/USD 1.1433 1.15 1.18 1.22 1.22 1.25 1.30 1.32 1.34 1.36 1.38
Britishh Pound CBPSUSD 1.2743 1.25 1.26 1.28 1.30 1.34 1.40 1.43 1.46 1.49 152
Swiss Franc UsDyfCHF 0.0044 1.0 1.0 0.g8 o.98 o.o7 0.94 0.93% 0.9 0,00 o.Bg
Canadian Dollar UsDy/CAD 1.3061 1.32 1.28 1.26 1.25 1.25 1.24 1.25 1.26 1.27 1.29
Chinese New Yuan UsD/CHY E.BgBL &.80 E.75 & 70 E.Eg .50 E.45 E.40 G.40 &.40 G.4q0

Australian Cross Rates

AUDYNZD 1.1036 1.04 1.10 110 1.00 1.00 1.09 1.07 1.07 1.00 1.00
ALDSIPY Bo.74 Eo E3 Ba 2o 78 77 75 73 73 72
AUDSEUR 0.5391 0.63 0.54 0.51 0.52 o.5o 0.g8 0.57 0.55 0.54 0.53
ALUD/GBP 0.5734 o.58 060 0.59 0.58 0.56 0.54 0.52 0.51 0.50 0.48
ALUDYCHF 07266 073 0.74 a.74 0.73 0.71 0.71 0GR 0.67 o.67 0.65
AUD/CAD 0.9544 0.96 0.96 0.95 0.94 0.94 0.93 0.94 0.93 0.94 0.94
AUDSGD 1.0018 0.0 1.01 o.g8 o.98 o.98 o.98 o.g8 o.g7 o.g8 .96
ALUD/KRW 81g.17 218 gag a0 7a9 Bia R 818 Big 814 218
AUDYCNY c.o11& 4.96 5.ob 5.03 .01 4.90 4.8 4.80 4.74 4.74 4.67
Trade-Weighted Index AUD TWI 62.80 G2.3 6316 G2.7 Gz G1.7 GO.T Go.z2 54.3 5.1 8.3
NZD/IPY 73.16 73 75 73 73 72 70 70 (= 67 66
NZD/EUR 0O.57g1 o.gB o.gB 0.5k o057 0.55 0.53 0.53 I 0.50 0.49
MNZD/GEP 0.5196 0.54 0.54 0.53 0.53 0.51 0.49 0.49 047 0.46 0.44
NZDSCHF 0.6584 o0.67 o.&67 o0.67 o067 0.65 o.65 0.64 0.63 o.61 o.&0
NZD/ CAD 08648 0.BR o.B7 086 0.B6 0.B& 0.BE 0.88 o.B7 085 0BG
EUR/GBP o.Bg72 0.2 0.0 0.95, 0.0 0.93 0.93 0.g92 0.2 0.91 0.1
EUR/CHF 1.1360 1.17 1.18 1.20 1.20 1.21 1.22 1.2 1.22 1.22 1.23
LsSD (DXY) 96.17 96.0 94.2 91.7 g1.2 Bo.z B6.3 B5.0 B3-9 Bz2.9 Bz.0
BEDXY 1188.58 1194 1177 1148 1140 1123 104 1083 1075 1067 1063




IMPORTANT NOTICES

National Australia Bank Limited (ABN 12 004 044 937), its related bodies and any officer, employee, agent, adviser or contractor thereof (“NAB”) do
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.

This presentation is for discussion purposes only and may provide indicative terms and conditions which National Australia Bank may submit for
credit approval to provide finance. The issue of these materials is not intended in any manner, and should not be interpreted as, representing or
creating any offer of financing or the provision of any financial accommodation, or that financing will be available on these or any other terms. Any
offer of finance is subject to satisfactory completion of National Australia Bank’s usual due diligence requirements and internal credit and pricing
assessment processes. These materials are also provided subject to legal advice, financial modelling and all necessary financing documentation.

To the extent permissible by law, NAB 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 reasons of negligence, negligent misstatement or otherwise). If any
law prohibits the exclusion of such liability, NAB limits its liability to the re-supply of the Information, provided that such limitation is permitted by law
and is fair and reasonable. NAB, 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.

Please be aware that any telephone calls to NAB may be recorded. If you would like more details regarding the privacy of your information at nab,
please visit the nab website.

The Information contained within this presentation that has been prepared is confidential and must not be disclosed to third parties without NAB’s
consent.
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