Budget 2013: Honey, who ate the surplus?
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Important Information

This presentation has been prepared without taking account of the
objectives, financial situation or needs of any particular individual. Before
acting on the information in this seminar, you should consider its
appropriateness to your circumstances and, if necessary, seek appropriate

professional advice.

Commonwealth Securities Limited ABN 60 067 254 399

AFSL 238814 (CommSec) is a wholly owned but non-guaranteed subsidiary of
Commonwealth Bank of Australia ABN 48 123 123 124 and a Participant of the
ASX Group.

Examples used in this presentation are for illustrative purposes only.
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Still growing...

World economic growth, percent

Best since 1960s

Source: IMF, CommSec
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| Biggest contributor to world growth

Big Picture

Australia’s largest trading partner

China
Indonesia

: Qa India

Projected growth
2013, per cent
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Baton change

Share of world economy,
per cent
purchasing power parity

United States

Source: IMF, CommSec
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Australia
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“Normal” growth

Near-normal growth

I n'ﬂ atio n 2 . 5% Australian Economic Growth, annual per cent change

Unemployment 5.5%

No recession in 21
years

Multi-speed
economy
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Source: ABS, CommSec
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In the zone

Consumer Price Index
annual percent change

* Underlying

* Average of weighted median, trimmed mean and CPI less volatile items

Source: ABS, CommSec
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Long-run view
12

Unemployment rate, percent

Source: ABS, CommSec
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Reducing debt

, more savings; On-line sales;
Productivity lifts; Mining takes greater share

o Average credit card balance, annual percent change
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GFC period
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Source: RBA, CommSec
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Better productivity

GDP per hours worked, market sector, annual change, percent

decade average, 1.5%

Source: ABS, CommSec
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Main Numbers

BUDGET BOTTOM LINE
N2 X% Xa¥HE 204050 200560 2006V
Underlying Cash Balance - §8  (§434)  (#19.4)  (}180)  (§109) 9§08 %6k
% of GDP 29 13 1.1 16 00 04
Net Debt - §B H473)  (Bete) (78T (M9E #1912 (H186T)
% of GDF 100 106 1.1 114 08 100

source: Budnet Paners




HOW THE FORECASTS HAVE CHANGED
223 2N 201495 2015496

Feal GOF - May 12 3.25 3.00 3.00 3.00
Real GOF -Wid Year 3.00 4.0 3.00 3.00
Real GOF - May 13 3.00 275 3.00 3.00
Empliomeant - May 12 1.25 1.50 1.50 1.50
Employment - Wid Year 1.00 1.25 1.50 1.60
Empiomeant - Way 13 1.25 1.25 .50 1.480
Linermplorment - May 12 5.50 5.50 5.00 5.00
Unermployrment - Wid Year 540 5.40 5,00 5.00
Linermpioyrment - May 15 5,40 a.75 a.75 .00
Infiation - Way 12 3.23 2.50 2.50 2.50
Infiation - Wid Year 3.00 2.5 2480 240
Infiation - Way 1.3 250 2.2 2,20 2.40
Mormina! GOF - Way 12 5.00 .23 .23 3.23
Morninal GOF - Wid Year 4.0 5,40 0,25 0,25
Mormina! GOF - Way 13 3,25 5. [0 o000 0,20

cource: Budoet Papers




Why no surplus?
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Revenue growth hit

Revenues, real change, percent

Tax revenues

Source: Budget papers, CommSec
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The crux of the problem

change, percent Source: Budget papers, CommSec
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The long run...

Budget position, as a percent of GDP

forecasts

DEFICIT

Source: Federal Treasury, CommSec
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Flatter trajectory to surplus
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Major Measures

DisabilityCare

Spending on roads

Gonski Education reforms
Changes to Clean Energy package
Removal of baby bonus

Deferred tax cuts

Deferred lift in aid budget
Monthly PAYG for large tax payers



Winners & Losers

Winners:

Schools; farmers; motorists in Sydney &
Queensland; road building firms; Regional
Australia (roads, schools, farm finance);
pharmacists

Losers:

Taxpayers (deferred tax cuts); Uni students;
Smokers; Public Servants; Couples planning a
family; Big businesses; doctors
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Global comparisons
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Fiscal strength 'down under' World in debt
Japan _ Australia Government gross debt, 2013, percent of GDP
- i i : i i selected countries
s I ” | |
Srecce - i i ; South Korea (Sweden & Norway in surplus)
Bt B _ Canada
i ? ? Germany
Euroarea i _ Budget deficit, percent of GDP
NZ - selected countries UK
L ; : ‘ ‘ France
China i
i - (Surpluses: Hong Kong, Norway, US Source; IMF, CommSec
Australia - Singapore, Saudi Arabia, South Korea, :
L 5 Chile, Peru) Japan
Germany
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Reality check

'

Just a budget

15
Estimates of 2012/13 budget over time, $ billion
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Austerity delayed?
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Global factors, inflation,
economic growth, Aussie dollar

Long-term perspective Further cuts ahead?

25 10
Authorised dealers rate to 1980; Cash rate thereafter. Bank variable mortgage rate, percent

monthly, percent
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Strong Aussie to continue?
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Stronger for longer?
1,60

US dollars per Australian dollar

1.40 -

1.20 -

1.00 -

0.80 -

0.60 -

Source: Reserve Bank, CommSec
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New era?

US dollars per Australian dollar, average
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Forecasts

Economic growth

2.715-3.25%
iIn 2012/13

2.75-3.25%
in 2013/14

Inflation

2.5% in 2012/13

2.5% in 2013/14

Unemployment 5.25%-5.75%, 5.00-5.50%,
end 2013 mid 2014
Cash rate 2.50-2.75%, 2.75-3.25%,
end 2013 mid 2014
Sharemarket 5,400 points, 5,700 points,
(All Ords) end 2013 mid 2014
Australian dollar US96-107c US96-107c
end 2013 mid 2014




