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* Lower commodity prices partially
offset by stabilising hours worked.

e Economic activity improving but to
remain below trend in to early 2025.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Leading Index remains subdued

Matthew Hassan
Head of Australian Macro-Forecasting

Despite a marginally improved read in June, the
Leading Index growth rate remains subdued, pointing
to lacklustre growth momentum continuing through
the second half of 2024 and into early 2025. While the
signal has improved compared with the weak reads
seen in 2023, the picture is still one of stabilisation
rather than recovery with the Index showing no real
direction over the first half of 2024.

Westpac’s growth forecasts are broadly consistent
with the Leading Index signals. GDP growth is
expected to come in at an annualised pace of just
0.8% over the first half of 2024, a result that was
foreshadowed by the weak Index reads in 2023.

Growth is forecast to lift a little through the second half
of 2024 and into early 2025 but remain lacklustre overall
at a 2.2% annual pace (about flat in per capita terms).

The Leading Index growth rate has slipped back a
little over the first half of 2024, moving from -0.05% in
December to the current -0.13%. The main component
moves over this period have been a significant
weakening in commodity prices and a stabilisation in
monthly hours worked - the former taking 0.31ppts off
the Index growth rate and the latter adding 0.22ppts.

The net effect, a 0.09ppt drag, accounts for basically

all of the shift in the Index growth rate since December.

The Reserve Bank Board next meets on August 5-6.
We expect it to again leave the official cash rate
unchanged. The latest Leading Index read suggests
slow growth is continuing to bring demand into line
with supply, helping to lower inflation. However, the
speed of this process remains unclear. The June
quarter CPIl update, due on July 31, will be a critical
update on the inflation trajectory ahead of the RBA’s
next meeting.

The Westpac-Melbourne Institute Leading Index of
Economic Activity is designed to assist in identifying
turning points in the economy. The index combines
variables that reflect different aspects of the
economy into a single index that generally produces
a more reliable cyclical indicator than any single
component taken individually. The Leading Index of
Economic Activityprovides advance information on
the state of the economy and gives early warnings of
cyclical turning points.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts
are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Disclaimer

This information has been prepared by Westpac and is intended
for information purposes only. It is not intended to reflect any
recommendation or financial advice and investment decisions
should not be based on it. This information does not constitute
an offer, a solicitation of an offer, or an inducement to subscribe
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affected by incorrect assumptions or by known or unknown
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content: This material may contain statements relating to
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modelling, data, scenarios, reporting and analysis on which
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include information derived from publicly available sources
that have not been independently verified. No representation
or warranty is made as to the accuracy, completeness or
reliability of the information. There is a risk that the analysis,
estimates, judgements, assumptions, views, models, scenarios or
projections used may turn out to be incorrect. These risks may
cause actual outcomes to differ materially from those expressed
or implied. The ESG-related statements in this material do not
constitute advice, nor are they guarantees or predictions of
future performance, and Westpac gives no representation,
warranty or assurance (including as to the quality, accuracy or
completeness of the statements). You should seek your own
independent advice.

Additional country disclosures:
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Licence (No. 233714). You can access Westpac’s Financial
Services Guide here or request a copy from your Westpac point
of contact. To the extent that this information contains any
general advice, it has been prepared without taking into account
your objectives, financial situation or needs and before acting on
it you should consider the appropriateness of the advice.

New Zealand: In New Zealand, products and services are
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U.S. securities or related financial instruments mentioned in this
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denominated in a currency other than U.S. dollars is subject to
exchange rate fluctuations that may have a positive or adverse
effect on the value of or income from such securities or related
derivative instruments.
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and is not registered or qualified as a research analyst,
representative, or associated person of WCM or any other U.S.
broker-dealer under the rules of FINRA, any other U.S. self-
regulatory organisation, or the laws, rules or regulations of any
State. Unless otherwise specifically stated, the views expressed
herein are solely those of the author and may differ from the
information, views or analysis expressed by Westpac and/or its
affiliates.
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United Kingdom by the Prudential Regulation Authority (PRA)
and is subject to regulation by the Financial Conduct Authority
(FCA) and limited regulation by the PRA (Financial Services
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HRB 118483. In accordance with APRA’s Prudential Standard
222 ‘Association with Related Entities’, Westpac does not

stand behind WEG other than as provided for in certain legal
agreements (a risk transfer, sub-participation and collateral
agreement) between Westpac and WEG and obligations of WEG
do not represent liabilities of Westpac.

This communication is not intended for distribution to, or use by
any person or entity in any jurisdiction or country where such
distribution or use would be contrary to local law or regulation.
This communication is not being made to or distributed to,

and must not be passed on to, the general public in the United
Kingdom. Rather, this communication is being made only to
and is directed at (@) those persons falling within the definition
of Investment Professionals (set out in Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the “Order”)); (b) those persons falling within

the definition of high net worth companies, unincorporated
associations etc. (set out in Article 49(2)of the Order; (c)

other persons to whom it may lawfully be communicated in
accordance with the Order or (d) any persons to whom it may
otherwise lawfully be made (all such persons together being
referred to as “relevant persons”). Any person who is not a
relevant person should not act or rely on this communication or
any of its contents. In the same way, the information contained
in this communication is intended for “eligible counterparties”
and “professional clients” as defined by the rules of the
Financial Conduct Authority and is not intended for “retail
clients”. Westpac expressly prohibits you from passing on the
information in this communication to any third party.

This communication contains general commentary, research,
and market colour. The communication does not constitute
investment advice. The material may contain an ‘investment
recommendation’ and/or ‘information recommending or
suggesting an investment’, both as defined in Regulation (EU)
No 596/2014 (including as applicable in the United Kingdom)
(“MAR™). In accordance with the relevant provisions of MAR,
reasonable care has been taken to ensure that the material has
been objectively presented and that interests or conflicts of
interest of the sender concerning the financial instruments to
which that information relates have been disclosed.

Investment recommendations must be read alongside

the specific disclosure which accompanies them and the
general disclosure which can be found here. Such disclosure
fulfils certain additional information requirements of MAR
and associated delegated legislation and by accepting this
communication you acknowledge that you are aware of the
existence of such additional disclosure and its contents.

To the extent this communication comprises an investment
recommendation it is classified as non-independent research. It
has not been prepared in accordance with legal requirements
designed to promote the independence of investment research
and therefore constitutes a marketing communication. Further,
this communication is not subject to any prohibition on dealing
ahead of the dissemination of investment research.
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