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Things | Found in My Research

e Old doesn’t mean Iinfirm

o 72% of women, 84% of men aged 80-84 have no difficulty
walking at 1.45km per hour
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Things | Found in My Research

o “| feel just like a young man...
who’s got something very bad wrong with him.”
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Population Growth by 2027 (from 2007)
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Population Growth by 2047 (from 2007)
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What to Do?
The Three Ps

« Population
- Birthrate
- more young dependents
- Migration
- they get old too
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Australian’s historical and projected
total fertility rate
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Life expectancies
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Old—age dependency ratios

Ratio of over 64-year-olds to 15-64-year-olds
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Population projections: differences
from IGR1
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What to Do?
The Three Ps

« Population
- Birthrate
- more young dependents
- Migration
- they get old too

e Participation
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Increasing participation has been an important source
of real income growth in the past...or has it?

Source: ABS
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Labour force participation drops substantially
with age...

Participation rates by age group, 2003-04
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Participation rates by 55-64 year olds, 2002

.more so in Australia than in many other

Western countries.
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On unchanged policies, participation will decline
by 7 percentage points over the next forty years...
Aggregate labour force participation rate, 2002-03 to 2050-01
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What to Do?
The Three Ps

 Population

- Birthrate

- more young dependents
- Migration

- they get old too

« Participation
- women and elderly are target groups

 Productivity
- Makes a substantial difference
- No magic pudding, but we should save more
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Growth in real GDP and real GDP per
person*

Labour Employment Real GDP Real GDP per
productivity Growth growth ** person growth

growth

1990s 2.1 1.2 3.3 2.1

2010s 1.75 0.8 2.6 1.6

2030s 1.75 0.4 2.2 1.5

* Average annual growth rates (per cent)
** 1999-2000 dollars

Source: ABS Cat. No. 5206.0 and 6203.0 and Treasury eBT
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Projection of fiscal pressure
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Projections of Australian Government
spending by category
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Projected Australian Government health
spending
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Projected Commonwealth demographic
spending (per cent of GDP)

2006-07 2026-27 2041-42 2046-47

Age and Service Pension 2.5 3.5 4.3 (4.6) 4.4

Parenting Payment (single) 0.5 0.3 0.3 (0.6) 0.3

Family Tax Benefit (Parts A and B) 1.6 1.1 0.9 (0.9) 0.8

Education 1.8 1.8 1.8 (1.6) 1.8

Source: Intergenerational Report 2 eBT
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US Housing starts and Permits
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Source: Datastream eBT
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US Construction Spending
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2007 Growth Forecasts (%)

Month of Forecast

M-07 A-07 M-07 J-07 J-07 A-07 S-07

Australia 3.0 3.1 3.3 3.8 3.9 3.8 4.1

China 9.7 10.0 10.3 10.4 10.5 11.3 11.3

Source: Consensus Economics eBT
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2008 Growth Forecasts (%)

Month of Forecast

M-07 A-07 M-07 J-07 J-07 A-07 S-07

Australia 3.3 3.3 3.5 3.5 3.5 3.6 3.6

China 9.6 9.6 9.8 9.8 9.9 10.6 10.6

Source: Consensus Economics eBT
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Real GDP growth in Australia and the US

Year to % change
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The Labour market
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Australian Inflation
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Financial Market Forecasts

End-Dec End-June

2007 2008
AUD/USD 0.89 0.85 0.82
Official cash rate (%) 6.50 6.50 6.50
10 Year Bond yield (%) 6.23 6.25 6.25
ASX 200 6650 6500 6750
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The Australian Dollar and US Trade Weighted
Index
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Australian Sharemarket Performance — ASX200

Source: Bloomberg
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P/E of Australian market relative to World
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Summary
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The shifting demographic composition of Australia will
present a number of challenges.

Australia is relatively well placed to cope.

The implications for health care are enormous.

The Australian economy continues to do quite well.
Interest rates will probably stay right where they are.
The share market is in for a long slog.

The exchange rate is anybody’s guess.
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Disclaimers

The information in this presentation is general only and does not take into
account your particular investment objectives or financial situation. Before
making an investment decision you should consult a financial adviser. The
information is given in good faith and has been derived from sources
believed to be accurate. However, no member of the BT Financial Group
gives any warranty of reliability or accuracy nor accepts any responsibility
arising in any other way including for negligence. This disclaimer is subject to
any contrary provisions of any applicable legislation. An investment in any
fund described in this presentation is not a deposit with or any other liability
of Westpac Banking Corporation ABN 33 007 457 141. None of Westpac
Banking Corporation or its related entities guarantee the capital value or
investment performance of any fund. Unless stated otherwise, BT Financial
Group is the source of all charts, performance information and other data.
Past performance is not a reliable indicator of future performance.
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