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Global Economy



ROBUST MOMENTUM

Growth opportunities for the world are broad, persistent and trade rich.

* The global economy enters 2026 with strength and vitality. Not only is US
growth expected to remain above par amid headwinds, but Asia is showing
broad-based momentum while Europe and the UK hold around trend.

* In reality, and the minds of investors, risks have also receded. President Trump
Is seeking to replace one tariff with another. But the net effect on global trade
has been, and is expected to remain, limited.

* Ahead, global trade flows are set to be supported by the economic
development of emerging markets, a trend with a long runway. Added to this is
the global drive to develop tech infrastructure and green energy, which Asia
will also profit handsomely from.



A cyclical upswing, US manufacturers on shakier ground \\ /|

Economic sentiment in major advanced economies*
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ILLEGAL US TARIFFS

The US Supreme Court struck down reciprocal tariffs. President Trump replaced them with a temporary flat 10% levy.

* The Supreme Court have ruled the tariffs imposed under the International
Emergency Economic Powers Act (IEEPA) are illegal. The sectorial tariffs
applied under Section 232 of Trade Expansion Act 1962 and Section 301 of
Trade Act 1974 remain valid, however.

* The Supreme Court made no ruling on refunds, deferring the decision to a lower
court. Total US custom duties were worth around 0.85% of GDP last year, with
0.5ppts of GDP (S160bn) linked to the illegal tariffs. Years of litigation is now
likely as corporates seek compensation.

* President Trump has responded with a new flat 10% tariff, expected to go up
to 15%. Although this measure can only remain in place for 150 days without
congressional approval.



ILLEGAL US TARIFFS

The US Supreme Court struck down reciprocal tariffs. President Trump replaced them with a temporary flat 10% levy.

* The Supreme Court ruling may affect trade deals the US signed last year.

* For example, the European Union, which accounts for around a fifth of US
imports, highlighted that the new additional 15% tariff means that the total

tariff for around S5bn worth of goods breaches the 15% ceiling the EU and US
agreed to last year.

* Overall, the response of trading partners has been guarded so far.



ILLEGAL US TARIFFS

Implications for the US
* The decision restricts one of Trump’s most widely used weapons — his ability to
take sweeping unilateral action (i.e. act without Congressional approval).

* This limitation for US tariff revenue comes at a particularly inopportune time
with the annual Federal deficit running close to 6% of GDP.

* The US Administration will look to exploit other legal avenues to expand tariffs
when the Section 122 duties expire, but the path will be complicated not only
legally but also politically, given relatively poor support for tariffs in the US.

« US trade flows were very volatile in 2025, even though the trade balance
ended the year little changed from 2024. Uncertainty over future US trade
policy will see trade volatility persist this year, and potentially beyond.



US tariff revenue will decline L\ J |

Monthly US Government revenue from custom duties
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Tariff uncertainty likely to create more trade volatility
US Monthly trade balance
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THE BIG MACRO PICTURE

Key domestic themes

* Just six months after its last cut, the RBA increased the cash rate by 25bp to
3.85% at its February meeting. While a further hike at the March meeting is
possible, our base case for the next hike is May after which we expect a
prolonged pause. We then anticipate a partial reversal of the tightening cycle in
Q4 2027 and Q1 2028, with two cuts to take the cash rate back to 3.60%.

* Inflation pressures intensified in the second half of last year, trimmed-mean
inflation printing at 1.0%qtr in Q3 and 0.9%qtr in Q4. This acceleration was
primarily driven by a combination of higher administered prices and a faster
recovery in private sector demand. In its policy statement, the RBA also pointed
to the stronger-than-expected growth of Australia’s main trading partners and
global trade. We expect GDP growth to remain resilient at 2.5% in 2026.
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THE BIG MACRO PICTURE

Key domestic themes

* Job data for December and January suggests labour demand is stabilising and
broadly tracking population growth, slowing public-funded employment offset
by renewed growth in private sector jobs. Labour supply dynamics have been
crucial, easing cost-of-living pressures reducing the incentive for workforce
participation, and keeping the unemployment rate around 4.1%.

* Recent indicators suggest that the outlook for Australian consumers is stronger
than previously anticipated. Both ABS data and Westpac internal indicators
reveal an acceleration in spending growth during the December quarter. Our
near-term consumer spending forecasts have been revised higher, with annual
growth expected to reach 3.0% for calendar 2025 and some momentum
carrying into 2026, despite higher interest rates.

12



The RBA raised rates...

Central bank policy rates (Westpac forecasts)
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...reacting to higher underlying inflation in H2 2025...

Trimmed Mean Inflation
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...which coincided with the consumer spending recovery... WRA

Household Spending Indicator: Growth Contributions by Category
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... and a more resilient external environment \\ 1 |

Global export volumes
%Yr, 3-month average %Yr, 3-month average
17.5 17.5
- =United States
15.01 _ —China "\ L% -15.0
s P \ A
12.51 —World ;) ! \ ’ ‘\ - -12.5
10.0 1 -10.0
7.5 - 7.5
5.0 - - 5.0
2.5 1 - 2.5
0.0 0.0
251 - -2.5
-5.0 - - -5.0
751 . . . 7.5
2023 2024 2025 2026

Source: CPB, Macrobond, Westpac Economics

16



\J

Australian Trade




THE LATEST DATA

Strong exports and imports were recorded in the December quarter

* Ahead of the official Balance of Payments release on 3 March, the latest
available figures point to strong gains for exports and imports in Q4:
—Major resource commodity exports look to have increased robustly albeit

unevenly, with coal exports soft after a surge in Q3.

—On the services side though, education exports, a key growth driver pre
pandemic, look to be weakening, restricted by tighter student visa rules.

—Goods imports are strengthening too. Firm consumer spending is driving
demand for consumer goods imports, but capital goods imports will most

likely be lower owing to a decline in data processing equipment and aircraft.
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Big 3 commodity export volumes volatile and mixed

Australia's Big 3 commodity export volumes®
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Visa numbers point to downside risks to educationexports WRA

Eduction Exports and Student Visa Holders*
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Capital goods imports signal softer capex growthinQ4...  WH/#

Imports - major categories*®
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...mainly due to weakness in a few key categories \\ / }

Selected goods imports categories
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Key domestic themes

* The Australian dollar appreciated significantly this
year, extending the upward trend in place since early
2025. The AUD’s gains have been driven by 1) USD
depreciation and the re-allocation of capital away from
US assets; 2) high commodity prices and the AUD’s
positive correlation; and 3) widening interest rate
differentials as the RBA tightens.

* In the last twelve months the AUD has appreciated by
around 7% in real effective terms. Historical
relationships imply that this gain will have a negative
effect on net exports. The RBA's estimates suggest
manufacturing good exports and services trade will be
Impacted the most.

Total Exports

\J

Long-term effect after 10%
AUD Appreciation (%)

-4.1

Resource
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Real effective AUD up around 7% in the last 10 months \\ /|

Australian Dollar Exchange Rates - Deviation from LR average
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Historically, a stronger currency weighs on net exports \\ 1 |

Net exports and AUD - deviation from LR trend
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EU-AUSTRALIA FTA

Australia and the EU are finalizing a Free Trade Agreement (FTA) after years of negotiation.

* The full detail of the FTA will not be available until the deal is finalised.
However, media reports indicate that among the more contentious issues:

—Australia is agreeing to scrap tariffs on EU cars and phase out the Luxury Car
Tax, remove tariffs on EU industrial goods and protect the EU’s Geographical
Indications.

—The EU will agree to improved access to its market for Australian goods
exports, including the removal of tariffs on almost all industrial goods, reduce
barriers for services exports, and improve access to European procurement.
Agriculture exports, such as beef, appear to be the main point outstanding.
The EU seems to be prepared to increase its major quotas; however, it might
be politically costly for the EU given the recent backlash to the Mercosur trade
deal and its implications for European farmers.
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EU-AUSTRALIA FTA

Australia and the EU are finalizing a Free Trade Agreement (FTA) after years of negotiation.

* Australian exports to the EU are worth around 1% of GDP. Even if the FTA
successfully lifts goods outflows, the economic impact for Australia’s growth is
likely to be limited. Imports from the EU are meanwhile worth circa 3% of GDP,
resulting in a trade deficit of 2% of GDP.

* Our analysis of historical Free Trade Agreements in the last twenty years
provides mixed evidence of the longer-term impacts to trade flows. Australia’s
exports under new FTAs do not always outperform total exports, but exports
usually perform somewhat better than imports, suggesting a positive net trade
Impact for Australia.
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Australia is running a 2% of GDP trade deficit with EU

Australia's trade with EU
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Goods trade with the EU - major items \\ /4

Total Imports in o

Total Exports in o
2025 (mn AUD) ""® )
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FTAs do not always hoost AU’s exports... \\ J }

Australia exports under new FTAs

Relative to total exports, indexed to 100 when FTA came into force (# of years)
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...hut exports often outperformed imports under new FTAs

Australia exports/imports ratio under new FTAs
Indexed to 100 when FTA came into force (# of years)
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IMPACT OF NEW US TARIFFS

The US import tariff on Australian goods to rise from 10% to 15%.

* The US Supreme Court decision and the response by the US Administration
imply that the tariff imposed on Australian imports to the US could rise from
10%, the lowest rate possible for all countries, to 15%.

* Most major economies saw their exports to the US shrink in 2025, but
Australia’s exports increased. Since all countries are now under the same tariff
rate, Australia will lose its relative advantage in the US export market for at
least the next 150 days.

* That said, more than half of Australia’s goods exports in 2025 would have been
exempt from tariffs under the current rules given major export categories, such
as gold, beef and pharmaceuticals were excluded. The detail of tariff changes

will matter to the effective tariff burden Australia and others face.
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Australia’s exporters performed well in US trade in 2025
Goods exports to the United States®
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More than half of AU exports to the US are exempt

Australia Goods exports to US - tariff exempted goods
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WCM on +1 212 389 1269. Investing in any non-U.S. securities or related financial instruments mentioned in this communication may present
certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the SEC in the United States.
Information on such non-U.S. securities or related financial instruments may be limited. Non-U.S. companies may not be subject to audit and
reporting standards and regulatory requirements comparable to those in effect in the United States. The value of any investment or income from
any securities or related derivative instruments 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.

The author of this communication is employed by Westpac 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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OFFSHORE DISCLAIMERS (2)

UK: The London branch of Westpac is authorised in the
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 Register number: 124586). The
London branch of Westpac is registered at Companies
House as a branch established in the United Kingdom
(Branch No. BRO00106). Details about the extent of the
regulation of Westpac's London branch by the PRA are
available from us on request.

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 (a) 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.

27/02/2026

European Economic Area (“EEA”): This material may be distributed to you by either: (i) Westpac directly, or (ii) Westpac Europe GmbH (“WEG”)
under a sub-licensing arrangement. WEG has not edited or otherwise modified the content of this material. WEG is authorised in Germany by the
Federal Financial Supervision Authority (‘BaFin’) and subject to its regulation. WEG’s supervisory authorities are BaFin and the German Federal
Bank (‘Deutsche Bundesbank’). WEG is registered with the commercial register (‘Handelsregister’) of the local court of Frankfurt am Main under
registration number 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. Any product or service made available by WEG does not
represent an offer from Westpac or any of its subsidiaries (other than WEG). All disclaimers set out with respect to Westpac apply equally to
WEG.

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 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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