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NINE RULES FOR INVESTORS TO KEEP IN MIND

> Make the most the power of compound interest

> Don’t get thrown off by the cycle

> |nvest for the long term

> Diversify

> Turn down the noise

> Buy low and sell high — selling after a 20% fall just locks in a loss

> Beware the crowd at extremes — shares bottom at the point of maximum bearishness
> Focus on investments you understand and that provide decent, sustainable cash flows

> Seek advice

Source: AMP Capital



THE POWER OF COMPOUND INTEREST

Shares versus bonds & cash over very long term - Australia
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TURN DOWN THE NOISE

This is big news...
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SAN FRANCISCO, Dec. 7.—Pres-
ident Roosevelt announced this
morning that Japanese planes had
attacked Manila and Pearl Harbor.
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MAINTAIN A SENSE OF OPTIMISM

Anything that can go wrong, and doesn't go wrong.
is just waiting for a much worse time to go wrong.

Source: AMP Capital



ECONOMIC AND INVESTMENT OUTLOOK

> Global growth slowing but still okay — 2018: 3.6%, 2019: 3.2%

> Rising risk of global recession from US trade wars - but it should be avoided

> 2019 GDP growth: China 6%, US 2%, Eurozone 0.7%, Japan 0.6%, Australia 1.9%

> Inflation is below target in most countries — hence central bank easing.

> RBAto cut the cash rate to 0.25%, probably quantitative easing next year

> $A to weaken further

> Continuing low returns from bank deposits and bonds

> Shares vulnerable to a short term pull back — but should provide okay returns over 6-12 months

> Key risks: trade war, President Trump, Iran tensions, global growth, China, Aust property market

Source: AMP Capital



GLOBAL BUSINESS CONDITIONS HAVE SLIPPED - BUT IT STILL
LOOKS LIKE A RE-RUN OF 2011-12 & 2015-16

Global Composite PMI vs World GDP
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THE US ECONOMY IS STILL SOLID
BUT BUSINESS CONFIDENCE HAS SLIPPED ON THE TRADE THREAT

US employment way above 2008, jobless Consumer and business confidence has
well down, around full employment softened but is still relatively high
US Confidence Indicators
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Source: Bloomberg, Reuters, AMP Capital



US RECESSION INDICATORS ARE MOSTLY OKAY - MAYBE A 2020-

21 RISK - WATCH TRADE

Recession
Yes/No

Investment as share GDP
Private debt growth

US leading indicator
Inflation > target

Yield curve

Fed Funds rate v Nom. growth

Source: Bloomberg, AMP Capital
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Source: @onlmaps
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THE US TRADE WAR HAS CONTINUED TO RAMP UP
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THE COST OF THE “TRADE WAR”
WHO SUPPLIES PARTS TO THE BOEING DREAMLINER

Source: Reuters, Lazard Asset Management
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THE BIG RISK TO TRUMP FROM THE TRADE WAR
PRESIDENTS DON'T GET

No Recession in 2 Years

RE'ELECTED WHEN Before Election
THERE ARE RECESSIONS RECESSION?  President (Year) REELECTION?

NO Obama (2012) YES

BEFORE THE ELECTION NO Busha3 (2004) vES

NO Clinton (1996) YES
NO Reagan (1984) YES

NO Nixon (1972) YES

NO LBJ (1964) YES
NO IKE (1956) YES
NO Truman (1948) YES
NO FDR (1944) YES
NO FDR (1940) YES
NO FDR (1936) YES
NO Wilson (1916) YES

Recession in 2 Years
Before Election

RECESSION? President (Year) REELECTIONT?
YES Bush41 (1992) NO
YES Carter (1980) NO

YES Ford (19786) NO
YES Hoowver (1932) NO
YES Coolidge (1924) YES
YES Taft (1912) NO

Savey Srorme Wapecal CSaerveion A G

‘Source: Mehiman Casiagnet Rosen & Thomas, Fead (il arche
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BREAKING NEWS

Source: AMP Capital

Mexico has decided to pay for the wall...
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EUROZONE BUSINESS CONFIDENCE HAS FALLEN
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Source: Bloomberg, AMP Capital
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EUROZONE
BREAK UP
RISK IS
LOW,
BREXIT IS
A
SIDESHOW




EUROZONE BREAK UP RISK IS LOW, BREXIT IS A SIDESHOW

Key issues and what to watch

> Support for the Euro remains solid

> [taly is most at risk given its political
instability, but even there a clear majority
prefer to stay in the Euro

> Brexit is not a threat to the survivability of

the Euro as the UK is not in the Eurozone.

But a no deal Brexit could still knock 0.5%
off Eurozone growth

> 46% of UK exports go the EU but only 6%
of EU exports go the UK

Source: Eurobaromet ter, AMP Capital

Support for Euro remains strong (albeit less

so in ltaly)

90
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Support for the Euro generally remains high

Percentin favour of the Euro

Italy
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GLOBAL ECONOMIES IN PERSPECTIVE

Gross Domestic Product (GDP) by Country. 2017
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CHINESE GROWTH HAS SLOWED
EXPECT MORE POLICY STIMULUS TO IMPROVE GROWTH

Chinese growth has slowed but not China is in transition from manufacturing
collapsed and it may be stabilising & investment to services & consumption
“ Chinese growth is holding steady 5% China - GDP weight by sector
o Secondary industry (manufacturing
13 Annual % change L 61 50% 1 & investment)
12 Chinese PMI 45% -
i manufacturing 57 40% -
1" 1 conditions | o Tertiary industry (services)
10 indexes, 35% -
smoothed (RHS) 53 30% -
97 25% -
8 1 -4 20% -
7 4 15% - Primary industry (agriculture)
6 - Chinese real GDP 10% -
growth (LHS)
5 T T T T T T T 41 5% T T T T T T T
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Source: Thomson Reuters, Bloomberg, AMP Capital
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WAGES GROWTH IS STILL SLOW IN THE US
FED TO CUT MORE

US jobs market still tight and wages growth still benign

10 -

Unemployment rate, %

M

4 HW
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Source: Bloomberg, AMP Capital
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THE THREAT TO JOBS FROM Al AND ROBOTS MAY BE

EXAGGERATED!

Source: Statista

Would You Have Sex With A Robot?

@ Would consider [} Would not consider

65% - 71%
24%
16% 9%
— 1 el

= U.S. adults O Male Q Female

Share of Americans who would consider it cheating if their partner had sex with a robot

B ves. it's cheating No, it isn't cheating
32% 33% 29% b -35% 29%
= U.S. adults g Male Q Female
@ @@ n=1146Us. aduls 26-27 September, 2017 —
SitatistaCharts Iees You ¥ stallsta .‘

Share of Americans who would/would not consider having sex with a robot if it were possible
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INTEREST RATES TO REMAIN LOW

Interest Rates %

8

7

Source: Thomson Reuters, Bloomberg, AMP Capital
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IS THE LATEST ECONOMIST MAGAZINE COVER THE KISS OF
DEATH FOR AUSTRALIA?

The :
Economist ...

Aussm rules

What Australia can teach the

| 24



BEWARE THE CROWD
THE MAGAZINE COVER INDEX

"

. The
Economist

The

Economist

: being decriminalised O the edige of e hekum diff
e i s Eiaretes: don' shab thest out

Brazll takes off

2009. BRAZILIAN SHARES 2013, BRAZILIAN SHARES AROUND 50,000.
AROUND ALL TIME HIGH (67,000) NOW AROUND 85,000

Source: The Economist, AMP Capital
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AUSTRALIAN ECONOMIC GROWTH AT ITS SLOWEST SINCE
THE GFC

Australian real GDP growth

Percent

Annual % change

Quarterly % change

04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19

Source: ABS, AMP Capital
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28 YRS SINCE THE LAST AUSTRALIAN RECESSION
IS THE NEXT ONE UPON US?

Page 2 of about 26,800,000 results (0 .31 seconds)

The Looming Aussie Recession | Australian Economy Report 2019
signups.dailyreckoning.com.au/australian/recession « @ x

Three critical factor are converging that could see the Australian economy fall. RBA declared that AD DAILY RECKONING AUSTRAIJA

there were ‘pockets’ of financial stress in the economy. Independant Research. Markets Commentary.
Top Stock Ideas for 2019. Best Investment Ideas H Ec Ess ln N HAT'N ﬁ Tn DAY
Free Reports - Financial Services Guide

BFM Recession to hit Australia next year: Professor Steve Keen - BFM
www.businessfirstmagazine.com.au/recession-to-hit-australia-next-year.../17035/ ~

Recession to hit Australia next year: Professor Steve Keen Thursday 28 March 2019 __. Australia
will be in for a crunch next year with house prices falling between 40 and 70 per cent and
unemployment rising, according to Professor Steve

Longview Economics: Australian "recession likely" in 2019-20 ...
https:/AMmww.macrobusiness.com.au/20189/.. /longview-economics-australian-recession-... «
Feb 14, 2019 - Longview Economics: Australian “recession likely” in 2019-20 Excess in the
Australian housing market has been widely discussed by

Another stat says that Australia might be headed for a recession ...
https://Aww.fool.com.au/2019/.../ancther-stat-says-that-australia-might-be-headed-for... ~

Mar 13, 2019 - According to the Australian Bureau of Statistics (ABS), household lending dropped by
2.4% in January 2019. Credit growth is a key statistic that ...

Aus Recession Survival Guide

Is a market crash and global recession coming in 20197 | Motley Fool ...
https://vww.fool.com.au/2019/.. /is-a-market-crash-and-global-recession-coming-in-2... ¥

Jan 2, 2019 - It's possible that a market crash and global recession is coming in 2019. ... Motley Fool vlsIT sITE I ,
Australia » Share Market News » Is a market crash and

Will there be a global recession in 20197 - Financial Review
Subscribe for $1 a week

Source: AMP Capital
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CONSTRAINED GROWTH IN AUST AS HOUSING SLOWS
RBA TO EASE FURTHER

Housing is slowing... ...and retail sales growth and volumes
are sluggish

Dwelling building approvals trending down Retail sales growth
25

Dwelling approvals, monthly '000s 10 - Annual % change
20 - Total 9 1
8 |
7 4 Average 3.0% pa
15 | , )
6 | v'v A
5 i
10 - 4 | Average
6.1% pa last
3 4 decade
5 2 |
Units 14
0 Il Il Il Il Il Il Il Il Il Il Il Il Il Il Il Il

20 52 54 56 58 60 0‘2 0‘4 ds ds 16 1‘2 1;t 1‘6 1‘8 02 05 64 05 ds 67 ds 69 1b 1‘1 1é 15 1‘4 1L’> 1‘6 1‘7 1‘8 15
But mining investment is close to the bottom, ...and services exports are strong
non-mining capex is lifting...

- P Surging services exports
Mining versus non-mining investment ging P

40000

-
o

Rolling 12 mth exports,

T
| % GDP Forecast T 36000 J $m

based on
capex plans

32000 -

Non-mining investment

28000 -
24000 -

20000 -

Mining investment 16000 J Tourism

1
1
1
|
1
1
1
1
1
|
1
1
i
1 12000 -
1

1

© = N W b OO N © ©
T R R T S S R

8000 ; ; ; ; ; ; ;
69/70 79/80 89/90 99/00 09/10 19/20 05 07 09 11 13 15 17 19

Source: ABS, AMP Capital | 28



NINE REASONS WHY RECESSION IS UNLIKELY IN AUSTRALIA

> Boost to spending from rate cuts and tax cuts

Australian cyclical spending is actually low

> The threat from falling property prices has receded 45
Consumer durable, housing & business
] ) ) investment as % nominal GDP

> Infrastructure spending is booming
> The low $A is helping growth 40
> The drag from falling mining investment is over
> The current account is in surplus

35
> There is scope for extra fiscal stimulus
> Population growth remains strong

30 Shading indicates recession

> Cyclical spending never boomed 87 92 97 02 07 12 17

Source: ABS, AMP Capital
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SYDNEY AND MELBOURNE HOME PRICES BOUNCE

BUT PRICES TO REMAIN CONSTRAINED

Auction clearance rates

90

Monthly avg, %

70

60 -

50 -

40

Rate cuts in
May & Aug

Melbourne

Note: chart shows month to date

First First average for the latest month using
30 rate cut rate cut estimated final for latest week
07 08 09 10 11 12 13 14 15 16 17 18 19

Source: Core Logic, Domain, AMP Capital

Home prices have bottomed, but upswing likely constrained

Dwelling prices, annual %

change
Melbourne

Outlook

rd

. 'Y/

-15

Capital city \
average ex
Syd & Melb
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5
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INFRASTRUCTURE SPENDING IS BOOMING

Major road and rail projects?!

£ million
20,000 - o Forecast
SEQIPP
M12
Bruce Highway
Cooroy to Curra
M1 Pacific gy
15,000 - Motorway — = o - ~
Gabe way North
Maorthlink
10,000 - ‘“
Sydney Moy
Gald Const o ? g,
UDTMI Humnter
Expressway ak F0
Gateway + e ME
3,000 4 Iill / Relance W Melbo
Rl e WestCion e

MNorth East Link

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Bloomberg, AMP Capital
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WHY WAGES GROWTH IS SO LOW IN AUSTRALIA (AT 2.3%)

Labour market underutilisation rates
18

Percent

16 Australia

14
12

10

6

4 Sum of unemployment and underemployment

98 99 00 01 02 03 04 05 06 07 08 09 10 11 1213 141516 17 18 19

Source: Bloomberg, AMP Capital
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WHY IS INFLATION SO LOW? - SPARE CAPACITY & TECHNOLOGY

VSYDNEY GOES GAY FOR I.BJ

= 3 SUNDAY TELEGRAPH, OCTORER 23, 13¢5 111 b |

TEXAS WELGOME T0 LBJ

Eve sbout the new Hanoma
BrsRling phout e o hanenat
SR G
", SupSrbly Styied and sty con-
i 'b"En sty ety
o Press bution positive heigh
Sayiiment. i 2

Source: Bloomberg, AMP Capital
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Source: ABS, RBA, AMP Capital
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RBA TO CUT THE CASH RATE TO 0.25%

Interest Rates %

8 -

25

20 4

15 -

10 -

5 4
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L L L L L

‘\‘\j\a'\n_l-
0

Australia

Europe

94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 111213 141516 17 18 19

Record or near record low interest rates

Percent

RBA cash rate

ﬂ Avg standard variable

| mortgagerate

Avg discounted

mortgage rate
i

Avg bank 1 yr

term deposit rate
T Ty L

50 55 60 65 70 75 80 85 90 95 00 05 10 15

Source: Thomson Reuters, Bloomberg, RBA, AMP Capital

Other policy options:
 Forward guidance

* Negative rates

*  Cheap credit

*  QE - buy gov bonds

*  QE - buy private assets
« Intervene to lower the $A

*  Fiscal stimulus — more assured impact & can
be fairer

*  Helicopter money

(G=T+B+M)

| 35



OPTIMAL DRINKS PER DAY - DR JOHN

Source: AMP Capital
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DRINKING GUIDELINES - THIS EXPLAINS THE US!

I Drinking responsibly?
Governmental standard drink definitions and daily guidelines

2016, grams of pure ethanol

MNational definition

of standard drink Z
Pure ethanol, grams

AVERAGE mmmmmm 11.3g

o 10 20

Austria

Chile
Grenada
Mexico
Philippines
United States
Canada
Luxembourg
Germany
Ttaly

Latvia

South Africa*
Portugal*
Switzerland*
Australia
Bosnia

China
Croatia
Estonia

Fiji

France

India

MNew Zealand
Poland
Singapore
Slovenia
Sweden
Vietnam
Britain

Low-risk

Daily guidelines for women *
Pure ethanol, grams

Low-risk
Pure ethanol, grams
T — E— E—

o 10 20 30 40 50 60

Daily guidelines for men w

Chile Chile

United States| United States

Canada China

South Africa Canada

Switzerland™* Estonia

Australia Paland

Estonia Vietnam

Fiji Ttaly

France Switzerland*

Italy Fiji

New Zealand France

Poland New Zealand

Britain® Mexico

Vietnam Philippines

Portugal® Britain*

Austria Luxembourg

Grenada Austria

Latvia* Germany

Mexico e Latvia

Philippines. = South Africa =

Luxembourg E Australia =

Germany - Bosnia E

Bosnia 5 Croatia i

Croatia = ndia =

India E ngapore =

Singapore =] nia E

Slovenia = Sweden 3

Sweden =] Portugal* =

China = Grenada =
*#Awerage within a range

Source: Society for the Study of Addiction

Economist.com
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THE GLOBAL INVESTMENT CYCLE — ANOTHER CYCLE
EXTENSION

Inflation becomes a
problem, interest rate fears

Economic
Slowdown

Real assets do well

Economic I
R
eCOVeryEquiz‘ies

do well

Govt bonds do

Current
position

Source: AMP Capital
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SHARE MARKET VALUATION INDICATORS
SHARES CHEAP AS BOND YIELDS HAVE FALLEN

Source: Bloomberg, AMP Capital
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UNCERTAINTY IS HIGH BUT LOW INTEREST RATES PROVIDE
SUPPORT FOR SHARES PROVIDING THERE IS NO RECESSION

Aust shares offer a far more attractive yield than bank deposits

-_—
= N W p O O N OO ©O O
| | | | | | | |

Percent

Grossed up dividend
yield - Aust shares

Bank 1 year term
deposit rate

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19

Source: Bloomberg. RBA, AMP Capital
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Source!

GLOBAL LISTED COMPANY PROFITS TO RISE MODESTLY IN 2019

: Bloomberg. AMP Capital

25
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-10

Global Earnings Growth

Percent change
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Europe

2015 2016

2017

2018

2019

2020
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THE LATEST DECLINE IN BOND YIELDS IS POSITIVE FOR UNLISTED
ASSETS, BUT RETURNS ARE LIKELY TO SLOW

Australian property yields versus the bond yield
18 | %
16 -
14 -
12 -
10 -

10 year bond yield

Avg yield on office,
industrial and retail
property

Avg residential
property yield

o N A O O
[ T B

80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18

Source: Bloomberg, AMP Capital |42



THE DOWNTREND IN THE $A IS LIKELY TO CONTINUE AS THE RBA
CUTS RATES

2.5 1

2.0 -

1.5 1

1.0 -

0.5 -

0.0

The $A is "around” fair value based on relative prices

$US per $A, at June each year

/

Purchasing power parity implied level
(based on relative consumer prices)

Latest

|

Source: RBA, ABS, Bloomberg, AMP Capital

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020
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THE LAST FIVE YEARS HAVE SEEN LOTS OF WORRIES BUT
TURNED OUT WELL

2018-19 - major asset class returns

20
Percent total return (ie
includes dividends,
15 - rents, interest) * 2018-19
10
5
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* pre fees and taxes, except Balanced Funds which are post fees and taxes.

Source: Thomson Reuters, AMP Capital



TURN DOWN THE NOISE

e: AMP Capital

Sourci



ECONOMIC AND INVESTMENT OUTLOOK

> Global growth slowing but still okay — 2018: 3.6%, 2019: 3.2%

> Rising risk of global recession from US trade wars - but it should be avoided

> 2019 GDP growth: China 6%, US 2%, Eurozone 0.7%, Japan 0.6%, Australia 1.9%

> |nflation is below target in most countries — hence central bank easing.

> RBAto cut the cash rate to 0.25%, probably quantitative easing next year

> $A to weaken further

> Continuing low returns from bank deposits and bonds

> Shares vulnerable to a short term pull back — but should provide okay returns over 6-12 months

> Key risks: trade war, President Trump, Iran tensions, global growth, China, Aust property market

Source: AMP Capital
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IMPORTANT NOTE

While every care has been taken in the preparation of this document, AMP Capital Investors Limited (ABN
59 001 777 591, AFSL 232497) and AMP Capital Funds Management Limited

(ABN 15 159 557 721, AFSL 426455) makes no representations or warranties as to the accuracy or
completeness of any statement in it including, without limitation, any forecasts.

Past performance is not a reliable indicator of future performance.

This document has been prepared for the purpose of providing general information, without taking account
of any particular investor’s objectives, financial situation or needs. An investor should,

before making any investment decisions, consider the appropriateness of the information in this document,
and seek professional advice, having regard to the investor’s objectives, financial situation and needs.

This document is solely for the use of the party to whom it is provided.
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WHAT ABOUT RECORD GLOBAL DEBT IN EXCESS OF $US200TRN?

250

Gross world non-financial debt, as % of GDP

230 +
210
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50

Gross world non-financial debt, as % of GDP

Source: AMP Capital

Source: IMF, Haver Analytics, BIS, Ned Davis Research, AMP Capital
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Debt ratios over time
Year Income  Saving=ghg Debt=assets Debt/ Debt/
$ in debt, $ $ income, % Assets, %
Year 0 100 100 100
Year1 | 100 20 120 120 100
Year2 | 105 21 141 1343 100
Year3 | 110.3 221 163.1 147.9 100
Yeard | 1158 232 186.2 160.8 100
Year5 | 1216 243 2105 173.2 100
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THE SURGE IN HOME PRICES RELATIVE TO TREND AND INCOME
HAS GONE HAND IN HAND WITH A SURGE IN HOUSEHOLD DEBT

Aust house prices relative to their long term trend

3200 Real house prices

indexed to 1926=100
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400 |
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6% above
trend
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Source: ABS, RBA, OECD, AMP Capital

Home prices and household debt have gone up together

% deviation of real
Australian house prices
from their long term
trend (LHS)
T \ T T
Household debt as % annual |
household disposable
income (RHS) *|.
*Thin blue line adjusts for offsetbalances
1990 1995 2000 2005 2010 2015

200

- 180
- 160
- 140

120
100
80

- 60

40

| 49



WHAT ABOUT AUSTRALIAN HOUSEHOLD DEBT?

H
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ousehold debt is high by global standards...

Household debt to income ratios

Household debt, % household
Tdisposable income

Japan

Germany

Australia (thin line is
after offset accounts)

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Source: OECD, ABS, RBA, HILDA, APRA, AMP Capital
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...but its been matched by a rise in wealth.

Aust household wealth and debt relative to income
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disposable income

Total Wealth
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WHAT ABOUT MORTGAGE STRESS?

Numerous home price crash calls since 2004

 The Economist: “America’s ugly sister” (2004)
* 60 Minutes (2008)

* The Philadelphia Trumpet (2010)

* US hedge fund managers (2010)

* Bronte Capital (2016)

* Four Corners (2017)

* 60 Minutes (2018)

Numerous stories of financial stress

+ eg Fujitsu Mortgage Stress Survey a decade ago

...financial stress actually looks to be down...

Source: OECD, ABS, RBA, HILDA, AMP Capital

Housing debt is up but payment levels

are flat/down...

%|

...and non-performing loans are low
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Household Mortgage Debt Indicators®
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*  Exludes non-housing debt; debt-io-ncome line nets out amournts in
redraw facilities; dotied lines. are caloulabions based on debt balances
which also exclude ofset accounts; income is household disposable
income before housing interest oosts

**  Rolling four-guarier average; unscheduled principal is the change in
agoregabe morgage prepayments

Banks’ Non-performing Housing Loans*
Domestic books, share of housing loans
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*  Pasi-due loans ane S0+ days in ammears and well seoured: impaired

loans are in amears or otherwise doubtiul and not wel secured
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IRAN RISKS - OIL PRICES ARE A LONG WAY FROM A CHOKE POINT

Oil prices are a long way from a choke point The weekly petrol bill for a typical Aust household

10% 500% $70
Based on average family use of 35 $68 if oil prices double 4
US GDP, % year on year (LHS) L 400% $65 - litres of petrol per week H
5% | ° $60
L 300% $55 -
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F 200% $45 -
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Crude oil price, % year on year (RHS
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Source: Bloomberg, AMP Capital
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