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Overview: Still clouded, Australia well placed

Election implications

— Governing Labor party re-elected with an increased majority

— First part of the agenda is student debt cut (20%) and super tax reforms (=$3m balances)
— Size of government in the economy likely to remain high

— We think RBA will get policy quickly to neutral and re-assess international headwinds then

Shocks worth contemplating for the outlook
— Election of Trump, break in US policy, some say accelerated trends that date back to 2016 (when China overtook the US)
— Al/Large language models amid a tight labour market, semi-conducters (GPUs), energy, productivity

— Russia saw a fundamental shift to security, defence security (for Europe), and foreign reserves (eg: gold)

Australian economy more positive, but slower than expected pickup in 2025

— Forecast pick up in economy based on the consumer (though so far is very gradual), not on net exports

— Household balance are still in very good shape, business balance sheets are as well

— Central forecasts: unemployment to rise to 4.4%; wages growth 3.4%; AUD lifting to 0.70 by end 2025 (but very uncertain)
— Expect RBA to cut 25bps in July, followed by 25bps in August and November, with cash rate at 3.10%
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Market pricing for rates

NAB sees the next RBA moving by 25bp in July, see cash rate at 3.10% by November 2025. Still

see neutral at around 3.1%

RBA Cash Pricing
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Nominal neutral rates are defined using trend inflation expectations.
Dashed lines show cash rate expectations implied by OIS as at 14
May 2025.

Range of central estimates corresponding to available models; this
range does not reflect considerable uncertainty around the central
estimates.

The range of market economists’ estimates has been adjusted by
excluding the two highest and lowest observations.

Sources: Bloomberg; LSEG; RBA.
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Input prices still a challenge to margins

NAB monthly survey shows profitability being challenged amid high input costs

NAB Monthly Business Survey (3m average)
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What is driving inflation

New dwelling costs has driven a lot of the moderation; is that likely to be sustained?

2.0 7 Core inflation
(trimmed mean)
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NAB’s data shows under 25s and 45-54 years

Spending per capita is still soft for under 25s and for those aged 45-54years

Consumer spending per capita YoY Growth - March 2025
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Business sector performance

Conditions in services positive, but retail/wholesale and manufacturing are weak

NAB Business Survey - Conditions by Industry
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Trump Administration: key observation (1)

Countries ‘free ride’ on the US security umbrella; As US GDP shrinks as a share of global need burden sharing

Military Expenditure, Percent of GDP
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Polish PM Tusk (2025): “/t’s striking but it’s true. Right
now, 500 million Europeans are begging 300 million
Americans for protection from 140 million Russians
who have been unable to overcome 50 million
Ukrainians for three years."
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Stephen Miran (2024): “..this arrangement becomes more
challenging as the United States shrinks as a share of
global GDP and military might. As the economic burdens on
America grow with global GDP outpacing American GDP,
America finds it more difficult to underwrite global security,
because the current account deficit grows and our ability
to produce equipment becomes hollowed out.”
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Trump Administration: key observation (2)

US has run a large and persistent trade deficit and due to reserve status, the USD is not able to correct

United States Bilateral Goods Balance (2023) USD Valuation - PPP
50 AUD/USD USD/JPY EUR/USD GBP/USD
I Actual 0.6480  143.10 1.1430 1.3530
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Source: National Australia Bank, U.S. Census Bureau, Macrobond our own steel. [Tariffs] protect our steel industry...work on

critical medicines, on semiconductors,”

Jamison Greer (2024): “Although this policy of
openness allowed some companies to increase Colby ‘The Strategy of Denial’ (2021)
exports to China and others to lower their production
costs, this came at a high price: the United States’
manufacturing base and employment declined, the
country became very dependent on China for critical
inputs...”

“The United States should focus on making denial defence a
reality in the Indo-Pacific with respect to its dllies...

Preventing China’s regional hegemony..China will have to
negotiate the terms of its continue rise on equitable rather
than dominant terms. This will open opportunities for

détente and engagement with Beijing from a position of
Strength” Economic and Global Financial Update 9



Trump Administration: key observation (3)

Need to address the US federal deficit, but also wants to cut taxes and deregulate; interest an issue

US Budget vs Australian Budget
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Bessent (2025): "President Trump has a mandate. He came in
to do big things. And one of the big things that this
administration wants to do is make the 2017 Tax Cuts and
Jobs Act permanent — and that permanency will continue to
make the U.S. the number one economy in the world"

Bessent (2025): "The president wants lower rates,"” "He and |
are focused on the 10-year Treasury and what is the yield of
that.”

US Interest Payments
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Trump 2025: “But if you don’t make your product in
America, which is your prerogative, then, very simply,
you will have to pay a tariff — differing amounts, but a
tariff — which will direct hundreds of billions of dollars
and even trillions of dollars into our Treasury to
strengthen our economy and pay down debt. "

Remarks By President Trump at the World Economic Forum — The White House
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What has been the Trump impact on global markets?

Asset markets broadly positive, USD is down. Gold is up and so is Bitcoin. Yields broadly steady

Asset Returns Since Trump Was Elected
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US Yield Decomposition & Term Premium
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Diversification out of USDs for reserve asset managers

GT confiscation of Russia’s FX reserves has seen central banks diversify away from USD assets

Share of official reserves assets
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Chart 1: What proportion of total reserves (foreign exchange and
gold) do you think will be denominated in gold 5 years from now?
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Chart 2: What proportion of total reserves (foreign exchange and
gold) do you think will be denominated in US dollars 5 years from

now?
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AUD considerations - models giving different views

Our central forecast is for the AUD to lift to 0.70 by end 2025, exclusively a USD weakness story.
The short-term models of the AUD though giving differing reads in the near-term and much will
depend on the pace of USD weakness. On the crosses we expect the AUD to underperform.

AUD/USD Short term model
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NABvertising: Keep up to date with all the latest 233?21?5*
developments! bank

e Overnight Market Developments: Markets Today
(available also as a podcast, The Morning Call) Click to listen

* Resources Today

*  FX- Global FX Strategist

+ Economic Trends THE MORNING CALL PODE

> Australian Markets Weekly
> Australian and Global Economic Forecasts
> NAB Business Survey
> Australian Economic Notes

* Property Research: Quarterly Residential and
Commercial Property Surveys

* Rural Commodities Wrap

* NZ Research from our BNZ colleagues
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Detailed Economic Forecasts national

bank

Australia forecasts table

% Growth q/q % Growth yly
Q4-24 Q1-25(f) Q2-25(f) 2024 2025 (f) 2026 (f)

GDP and Components

Private Consumption 0.7 0.4 0.3 0.9 1.7 23
Dwelling Investment 0.7 2.6 0.9 3.5 5.0 1.8
Underlying Business Investment -1.6 -0.7 1.1 -3.8 1.7 29
Underlying Public Final Demand 0.6 -04 1.0 5 1.5 1.6
Domestic Demand 0.7 0.2 0.4 2.2 1.7 2.3
Stocks (Cont. to GDP) 0.3 0.2 -0.1 0.1 -0.1 0.1
Gross National Expenditure 0.7 0.3 0.3 2.3 1.9 2.3
Exports 0.1 -0.8 0.4 1.3 0.6 1.9
Imports 0.7 -0.4 0.3 6.4 1.0 2.0
Net Export (Cont. to GDP) -0.1 -01 0.1 -1.1 -0.1 0.0
Real GDP 0.6 0.2 0.3 1.3 1.7 2.2
Nominal GDP 1.5 1.4 0.6 3.7 4.4 4.6
Labour Market
Employment 0.6 0.4 0.7 2.4 1.7 1.9
Unemployment Rate (Q-Ave, End of Period) 4.0 4.1 4.2 4.0 4.4 4.2
Wage Price Index (WPI) 0.7 0.9 0.9 3.2 3.5 3.2
Inflation and Rates
Headline CPI 0.2 0.9 0.7 2.4 29 2.8
Trimmed-mean CPI 0.5 0.7 0.7 3.3 26 25
RBA Cash Rate (End of Period) 4.35 4.10 3.85 4.35 3.10 3.10
10 Year Govt. Bonds (End of Period) 4.48 4.38 4.35 4.48 4.25 4.05
$A/US cents (End of Period) 0.62 0.63 0.66 0.62 0.70 0.73

Data are percentage growth rates over the quarter or year as noted, except where specified otherwise.
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Detailed FX Forecasts 2321?:1?;*

bank

4-Jun-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27  Jun-2T7

Majors
Australian Dollar ~ AUD/USD 0.6463 0.66 0.68 0.70 0.72 0.73 0.73 0.73 0.74 0.75
New Zealand Dollar NZD/USD 0.6002 0.61 0.63 0.65 0.67 0.68 0.68 0.68 0.69 0.70
Japaneseyen  USD/JPY 143.96 138 130 125 120 119 118 117 116 115
Euro  EUR/USD 1.1379 1.18 1.24 1.23 1.25 1.26 127 1.28 1.26 1.25
British Pound ~ GBP/USD 1.3527 1.37 1.43 1.41 1.44 145 1.46 1.47 1.45 1.44
Swiss Franc  USD/CHF 0.8234 0.79 0.74 0.75 0.74 0.73 0.72 0.72 0.73 0.74
Canadian Dollar ~ USD/CAD 1.3719 1.36 1.33 1.30 1.28 1.28 1.28 1.26 1.24 1.22
Chinese New Yuan USD/CNY 7.1883 7.25 7.15 7.00 6.90 6.80 6.80 6.80 6.80 6.80

Cross Rates

AUD/NZD 1.0768 1.08 1.08 1.08 1.07 1.07 1.07 1.07 1.07 1.07
AUD/JPY 93.04 91 88 88 86 87 86 85 86 86
AUD/EUR 0.5680 0.56 0.55 0.57 0.58 0.58 0.57 0.57 0.59 0.60
AUD/GBP 0.4778 0.48 0.48 0.50 0.50 0.50 0.50 0.50 0.51 0.52
AUD/CHF 0.5322 0.52 0.50 0.52 0.54 0.53 0.52 0.52 0.54 0.56
AUD/CAD 0.8867 0.90 0.90 0.91 0.92 0.93 0.93 0.92 0.92 0.92
AUD/CNY 46458 4.79 4.86 4.90 4.97 4.96 4.96 4.96 5.03 5.10

USD (DXY) 99.2 96.1 91.6 91.6 8.8 89.1 88.5 87.7 88.6 88.9
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General Disclaimer: This document has been prepared by Research author(s) from the Markets Research Division on behalf of National Australia Bank Limited ABN 12 004 044 937 AFSL 230686
("National Australia Bank Limited" or "NAB") its related companies, and associated entities. Any Investment Recommendations contained in this Markets Research report ("Report") is general advice
which does not take into account your particular objectives, financial situation and needs. Before acting on any Investment Recommendations in this Report, NAB recommends that you consider
whether the Investment Recommendations are appropriate for your circumstances. NAB recommends that you obtain and consider any relevant Product Disclosure Statement, or other disclosure
documents, before making any decision about a financial instrument or financial product including whether to acquire, divest or to continue to hold.

So far as laws and regulatory requirements permit, NAB, its related companies, associated entities and any officer, employee, agent, adviser or contractor thereof (the "NAB Group") does not warrant
or represent that the information, Investment Recommendations, opinions or conclusions contained in this Report ("Information") is accurate, reliable, complete or current. The Information is
indicative and prepared for information purposes only and does not purport to contain all matters relevant to any particular investment or financial instrument or financial product. The Information
is not intended to be relied upon. Anyone proposing to use the Information should independently verify and check its accuracy, completeness, reliability and suitability by obtaining appropriate
professional advice. The Information is not intended to create any legal or fiduciary relationship and nothing contained in this Report will be considered an invitation to engage in business, guidance,
invitation, inducement, proposal, advice or solicitation to provide investment, financial or banking services or an invitation to engage in business or invest, buy, sell or deal in any financial
instruments or financial product.

The Information is subject to change without notice, and the NAB Group shall not be under any duty to update or correct it. All statements as to future matters are not guaranteed to be accurate and
any statements as to past performance do not represent future performance. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain
investments. Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.

This Report is intended for distribution to authorised clients (whether wholesale only or wholesale and retail) of the NAB Group only and may not be reproduced or distributed without the consent of
NAB. The Information is governed by, and is to be construed in accordance with, the laws in force in the State of Victoria, Australia.

This Report, including any Investment Recommendations, is issued by NAB under AFSL 230686. This Report may include contributions from Research author(s) employed by Bank of New Zealand, a
related company of NAB, on behalf of NAB. Such contributions are subject to review by NAB accredited Research authors in NAB’s Markets Research Division.

Conflicts of Interest: NAB Group has implemented policies and procedures designed to ensure conflicts of interests are managed consistently, appropriately, and to treat clients fairly. The following
arrangements have been adopted for the avoidance and prevention of conflicts of interests associated with the provision of Investment Recommendations: information barriers; physical separation
of various Business/Support Units; strict and well defined information barrier crossing procedures; documented and well defined procedures for dealing with conflicts of interest; reasonable steps by
Compliance to ensure that the information barrier arrangements remain effective and that such arrangements are adequately monitored. All research reports are disseminated and available to all
selected and verified clients simultaneously through electronic publication. Not all Markets Research content is distributed or available to third parties, nor is NAB Group responsible for the
distribution of Markets Research to third parties.
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NAB Group sales persons, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal trading desks that reflect opinions that are
contrary to the Investment Recommendations or views expressed in this Report.

Research author(s) Disclaimer: The Information in this Report accurately reflects the personal views of the Research author(s) about the financial instruments or financial products, companies or
issuers and other subject matters discussed, and is based upon sources reasonably believed to be reliable and accurate. The views of the Research author(s) do not necessarily reflect the views of the
NAB Group. No part of the compensation of the Research author(s) was, is, or will be, directly or indirectly, related to any specific Investment Recommendations or views expressed. Research
author(s) responsible for this Report receive compensation based upon, among other factors, the overall profitability of the NAB Group, which includes the Corporate and Institutional Division.

Research author(s), professionals reporting to the Research author(s), and their household members, where producing and issuing Investment Recommendations, are restricted in transacting the
subject company orissuer's financial instruments or financial products.

The NAB Group maintains an effective information barrier between the Markets Research staff and its private side operations. Private side functions are physically segregated from Markets Research
staff and have no control over their remuneration or budget. Markets Research do not report directly or indirectly to any private side function. The Research author(s) have not received assistance
from the subject company or issuer in the Report.

Research author(s) Declaration: The Research author(s) who prepared the Report declared that, at the time of issuing the Report, they had not received inside information and had not been
influenced or attempted to be influenced by any other part of the NAB Group. The present Report does not contain inside information (including material non-public information). NAB research
materials may include contributions from third parties on behalf of NAB. Such contributions are subject to review by NAB accredited Research authors in NAB’s Markets Research Division

Investment Recommendations: This Report may contain Investment Recommendations, including Information recommending an investment strategy related to financial instruments or financial
products. Reasonable steps have been taken to ensure that the report is presented in a clear, accurate and objective manner. Investment Recommendations for financial instruments (which is also
defined in the Regulation (EU) No 596/2014 of the European Parliament and of the Council as it forms part of UK law by virtue of the European Union (Withdrawal) Act 2018 (as amended), known as
the UK Market Abuse Regulation ("UK MAR"), are made in compliance with Article 20 of the UK MAR or Article 20 of Regulation (EU) No. 596/2014 of the European Parliament and Council known as the
Market Abuse Regulation (“EU MAR”). Investment Recommendations for financial products are outlined under the Australian Securities and Investment Commission's Regulatory Guide 264 Sell-side
Research ("ASIC RG 264").

Unless otherwise indicated, there are no planned updates to any Investment Recommendations at the time of this Report's publication. The NAB Group has no obligation to update, modify or amend
any Investment Recommendations or to notify the recipients of any Investment Recommendations should any Information, including opinion, forecast or estimate set out in Investment
Recommendations change or subsequently become inaccurate. To the extent that the price of any financial instrument or financial product is mentioned in Investment Recommendations, it is the
price as of the stated date and at or around the stated time of this Report. Unless otherwise indicated, prices are sourced from local exchanges via Bloomberg, Marcobond and other vendors. Other
Information is sourced from the NAB Group, subject issuers, and other sources.
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The NAB Group and its affiliates, officers, directors, and employees will from time to time take various positions and/or roles in relation to financial instruments or financial products and services,
and (subject to NAB Group policies) may hold or look to hold a position or act as a price-maker in the financial instruments or financial products of any company or issuer discussed in this Report, or
act and receive fees as an underwriter, placement agent, adviser, broker or lender to such company or issuer. The NAB Group may transact, for its own account or for the account of any client(s), the
securities of or other financial instruments or financial products relating to any company or issuer described in the Report, including in a manner that is inconsistent with or contrary to the
Information. Directors or employees of the NAB Group may serve or may have served as officers or directors of the subject company or issuer of this Report. The NAB Group's disclosure of interests
related to Investment Recommendations can be provided upon request to nabau_markets.compliance@nab.com.au

The NAB Group does not permit any company, issuer or other third parties to see or comment on any Investment Recommendations prior to completion and distribution.
For Fixed Income and Strategist Reports the meaning of Investment Recommendations will be categorised as follows:
*Macro: Medium to longer term duration trade recommendation based on factors related to macro-economic conditions.
«Strategic: Medium to longer term duration trade recommendation based on factors related to macro-economic and market conditions.
«Tactical: Short-term duration trade recommendation related to hedging and / or market positioning a client's investment views related to market events.
+Relative value: Short-term duration trade recommendation where one financial instrument or financial product is trading relative to another with potential entry/exit/stop levels.

A list of all previous disseminated reports by the Research author(s) that included Investment Recommendations (together with an explanation of the related considerations) can be provided upon
request to nab.global.markets.research@nab.com.au.

Financial instruments or financial products mentioned in Investment Recommendations may not be available in all jurisdictions or to all NAB Group clients. Clients should contact their respective
NAB Group sales persons and execute transactions through a NAB Group licensed entity in the client's home jurisdiction unless governing laws permit otherwise.
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