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Important information
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Preparer: This presentation has been prepared by Macquarie Bank Limited ABN 46 008 583 542 AFSL 237502 (MBL). It is current as at 8 March
2010.

Confidential: The information in this presentation is confidential and is provided to holders of an Australian financial services licence or their
representatives who are financial advisers only. It must not be reproduced, distributed or disclosed to any other person. The information may be
based on assumptions or market conditions and may change without notice.

General advice warning: The information contained in this presentation is general information only. It has been prepared without taking account
any potential investors’ financial situation, objectives or needs and the appropriateness of the information needs to be considered in that context. A
person should consider the offer document in deciding whether to acquire, or continue to hold, a product. Nothing in the presentation constitutes
investment, legal, tax, accounting or other advice.

Past performance: Past performance is not a reliable indicator of future performance.

Forward-looking statements: Certain statements made in the presentation constitute forward-looking statements. These statements typically
contain words such as "believes", "estimates”, "expects"” or similar words indicating that the future outcomes are uncertain. Because forward-
looking statements made in the presentation involve risks and uncertainties, there are important factors that could cause actual results to differ
materially, positively or negatively, from those expressed or implied by such forward-looking statements. Future results are impossible to predict.
To the extent that this presentation contains forward looking statements, no representation is made or will be made that they will be achieved or

will prove to be correct. Actual future results and market conditions could vary materially from the forward-looking statements.

No responsibility: The material in the presentation has been prepared in good faith with all reasonable care. However certain parts of the
material may be obtained or be based on information obtained from sources believed to reliable but no independent verification has been made,
nor is its accuracy or completeness guaranteed. The information may also be based on assumptions or market conditions and may change
without notice. Except to the extent permitted by law, and only to the extent so required, the Macquarie Group makes no warranty in relation to,
and accepts no responsibility or liability for any loss or damage suffered by any person arising out of or in relation to the material. To the maximum
extent permitted by law, no member of the Macquarie Group accepts any liability (including, without limitation, any liability arising from fault or
negligence on the part of any of them) for any loss whatsoever arising from the use of the presentation or its contents or otherwise arising in
connection with them. Any views or opinions expressed during the presentation may be solely those of the presenter and are not necessarily those
of the Macquarie Group. The presenter or MBL is under no obligation to update or correct any information in the presentation.




Important information (continued)
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No offer: The information in the presentation does not and shall not in any way constitute an offer. No part of the
information is to be construed as solicitation or recommendation to make a financial investment. In no circumstances is
this information to be used by, or presented to, a person for the purposes of making a decision about a financial product
or class of products.

Scenarios and hypothetical case studies: The scenarios and hypothetical case studies contained in the presentation,
including any assumptions or figures, are purely hypothetical and are not actual or potential returns, estimates,
projections or forecasts for investments in any financial product. Any strategy discussed represents our analysis only and
are based on certain assumptions, including those set out in the presentation. The case studies or strategies are based
on assumptions which may have a material affect on returns. The actual performance of investments will depend on
future economic conditions, investment management and future taxation. Advisers should form their own views about the
scenarios and case studies and the applicability of the information (if any) to their clients' objectives, financial situation
and needs. It is important that investors obtain their own financial, legal and taxation advice before considering making
any investment decision. The presentation contains some strategies only. These are not the only strategies available and
are not necessarily the most appropriate strategies for advisers or their clients. Any strategies recommended by advisers
must be the result of the adviser's own analysis of the financial products and their application, and the adviser's
consideration of the needs and objectives of each individual client.

Not deposits with Macquarie Bank: Other than Macquarie Bank Limited ABN 46 008 583 542 (MBL), any Macquarie
Group entity or Macquarie managed fund noted on this presentation is not an authorised deposit-taking institution for the
purposes of the Banking Act 1959 (Commonwealth of Australia). That entity's obligations do not represent deposits or
other liabilities of MBL. MBL does not guarantee or otherwise provide assurance in respect of the obligations of that
entity, unless noted otherwise.

© Macquarie Group




Last decade In review — a wild ride
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Economic Scenarios - Overview @

Bubble & Bust

Advocate:
Marc Faber
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Economic Scenarios - Overview @

Forgotten Years

Advocate:
Nouriel Roubini (Dr Doom)




Economic Scenarios - Overview @

Muddle Through
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Scenario 1 — Bubble & Bust

MACQUARIE

Bubble & Bust

Driver:
> Policy remains stimulatory for too long
>  Eventually policy makers forced to slam on brakes

Economic backdrop:

>  Growth accelerates sharply to well above trend

> Inflation spikes as bottlenecks emerge

> Deep recession follows as boom proves unsustainable

Expected Market Performance:

> Significant volatility in all markets

>  Cash rates fluctuate between very low to very high
> Equity markets follow boom bust cycle




Bubble & Bust — The Last Decade
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Bubble & Bust

US equity market & annual growth in house prices ey
%

20 - 1 15000

41 14000

1 13000

1 12000

1 11000

4 10000

41 9000

Dow Jones industrial
average (rhs)

41 8000

41 7000

-20 - - 6000
1997 1999 2001 2003 2005 2007 2009

10
Source: Bloomberg, Macro Markets & Macquarie



Some are concerned about Chinese

bubbles

Bubble & Bust
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Scenario 2 — Goldilocks
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Driver:
> No residual effects of GFC, China manages expansion cleanly
> Policy authorities successfully manage removal of stimulus

Economic backdrop:
> Growth moderately above trend, gradual reduction in excess capacity
> Inflation remains in acceptable range

Expected Market Performance:
>  Cash rates rise steadily to neutral
> Equity markets perform in line with long run average
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Goldilocks — Australia 2002-07
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Australian market outperformed US @

during this period
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IMF forecasts would seem to suggest this @

IS a reasonable forecast for Australia
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Scenario 3 — The Forgotten years
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Fnrgntten Years

Driver:
> Policy makers take away stimulus too quickly

> Authorities either misread economy (Japan 1996) or are forced to tighten
earlier than desired (sovereign debt concerns)

Economic backdrop:
>  Growth well below trend for an extended period
> Concerns over deflation dominate

Expected Market Performance:
>  Cash rates remain near zero
>  Equity markets fall back towards GFC lows or lower

16



The Forgotten years — Japan 1990-2006
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Forgotten Years
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The Forgotten years — Japan 1990-2006
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Fnrgntten Years
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Scenario 4 — Muddle through @
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Muddle Through

Driver:
> After effects of GFC hold back growth
>  Sovereign debt concerns prevent further stimulus

Economic backdrop:

> Industrial economies grow no more than trend leaving high unemployment for
a protracted period

>  Deflation more a concern than inflation

Expected Market Performance:
> Cash rates remain low
> Equity markets broadly track sideways
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Muddle through — US 1965-1973
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Muddle Through
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Concerns over public debt limited

fiscal spending

Muddle Through
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Parallels with sovereign concerns in @

the PIGS today
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Economic Scenarios — my thoughts @
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Fairly uncertain environment at present
Forgotten years may be unlikely, but worth protecting against
We are optimistic on China, though cyclical upswing fully priced

Cost if we are wrong on China would be large as share of global &
Australian GDP has grown markedly

Developed economies have bigger impact on our markets than on
our macro economy

Even if everything goes well, markets can trade on negative
sentiment for a long time
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Markets can diverge from fundamentals @

for a long time
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