Evans & Partners Market Outlook
March 2016

The ASX200 price index fell modestly in February (4906 at time of writing) after the very poor start to
the year in January (-5.5%). The market did improve modestly in the second half of the month as
excessive pessimism re US economic growth prospects were re-appraised, the domestic profit reporting
season ended relatively mixed (although FY16 & FY17 consensus estimates were further reduced) and
risk appetite improved in global markets.

Many of the issues that undermined global equity markets in January remain unresolved and are likely
to limit scope for a market re-rating:

e Global economic growth estimates have continued to be revised lower. The market probably
underestimated the importance of emerging economy demand growth post GFC; in
particular China;

e The downgrade in Earnings per Share (EPS) estimates over the last three months both
domestically and internationally has been significant;

e The 70% decline in the oil price since mid-2014 (and the weakness in commodities more
generally). While a longer term positive for consumers, the short term impact (for example
on energy company capex) is negative and destabilizing;

e The universe of negative central bank cash rates (and government bond yields) has widened
and now includes Japan. Negative rates are a negative for bank net interest margins, while
more broadly concerns have been building that monetary policy in much of the developed
world is reaching its practical limits in reflating economies;

e Therally in bonds was seen as signaling increased fears of deflation (although this is not our
core view);

e Concerns over China: policy measures to manage the A-share stockmarket and the Renminbi
have been viewed by many as denting the authorities credibility while ongoing capital
outflow (recently running at SUS 100billion per month) alongside a weak domestic economy
would increase the risk of currency devaluation.

Whilst we expect equity markets to outperform cash over the balance of 2016, the range of risks and
unresolved issues suggests it may remain a volatile year ahead. Domestically, the weakness in recent
months has been skewed to resources and banks leaving non-bank industrials (ex-REITS and
Infrastructure) still somewhat expensive by historic standards; such is the market desire for greater
earnings certainty. The charts below show a number of these metrics and EPS growth.
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Rolling 12 mth Forward EPS Expectations
Weekly to 19 February 2016
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PER (x) ASX Industrials: Rolling Forward PE Multiple
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EVANS & PARTNERS DISCLOSURE OF INTERESTS

Evans & Partners and its respective officers and associates may have an interest in the securities
or derivatives of any entities referred to in this material.

Company | Nature of Relationship
The Issuer has appointed Evans and Partners as Broker to an on-market buy-back. Accordingly, Evans
AUI and Partners is unable to give Sellers advice in respect to a sale of this security. Evans and Partners has
been appointed as Placement Agent in respect of the company’s renounceable rights issue and will
receive fees for acting in this capacity.
AYUHB Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates
in the past 12 months.
BENPE Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates
in the past 12 months.
CIE Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates
in the past 12 months.
Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates
CGL in the past 12 months. A director of Evans and Partners Pty Ltd is a director of The Citadel Group
Limited.
DU The Issuer has appointed Evans and Partners as Broker to an on-market buy-back. Accordingly, Evans
and Partners is unable to give Sellers advice in respect to a sale of this security.
EAl Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates
in the past 12 months
IGL Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates
in the past 12 months.
MGC Evans and Partners arranged, managed or co-managed an offering of securities of the company or its
affiliates in the past 12 months.
MQG A director of Evans and Partners Pty Ltd is a director of Macquarie Group Limited.
Evans and Partners arranged, managed or co-managed an offering of securities of the company or its
MQGPB e .
affiliates in the past 12 months.
NAB Evans and Partners arranged, managed or co-managed an offering of securities of the company or its
affiliates in the past 12 months.
SWM A director of Evans and Partners Pty Ltd is a director of Seven West Media Limited.
Evans and Partners Pty Ltd was appointed as Sponsoring Broker in relation to the 1 for 4 pro-rata
TGG entitlement offer (and any subsequent shortfall) of Templeton Global Growth Fund Limited (TGG) and

will receive fees for acting in this capacity.
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General Research Disclaimer, Warning and Disclosures

This document is provided by Evans and Partners ABN 85 125 338 785, holder of AFSL 318075.
The information is general advice only and does not take into consideration an investor’s
objectives, financial situation or needs. Before acting on the advice, investors should consider the
appropriateness of the advice, having regard to the investor’s objectives, financial situation and
needs. If the advice relates to a financial product that is the subject of a Product Disclosure
Statement (e.g. unlisted managed funds) investors should obtain the PDS and consider it before
making any decision about whether to acquire the product.

The material contained in this document is for information purposes only and does not constitute
an offer, solicitation or recommendation with respect to the purchase or sale of securities. It
should not be regarded by recipients as a substitute for the exercise of their own judgment.
Investors should be aware that past performance is not an infallible indicator of future
performance and future returns are not guaranteed.

Any opinions and/or recommendations expressed in this material are subject to change without
notice and Evans and Partners is not under any obligation to update or keep current the
information contained herein. References made to third parties are based on information
believed to be reliable but are not guaranteed as being accurate.

This document is provided to the recipient only and is not to be distributed to third parties
without the prior consent of Evans and Partners.
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