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Synopsis of the Macro Background

Global growth: Global growth expectations continue to be pared back, which together with the
strong commodity supply pipeline continues to undermine commodity prices. The latest IMF World
Economic Outlook projects growth for 2015 at 3.1 percent, 0.3 percentage point lower than in
2014 and the slowest rate of global growth since 2009 (see chart below). In aggregate Advanced
Economies continue to improve modestly whilst Emerging Economies have continued to slow,
weighed down by the structural slowing in China, weaker commodity prices and a stronger US
Dollar. In the US GDP growth for 3Q released overnight was weaker at 1.5% annualised, but after
a 3.9% increase in 2Q. Further, the composition of growth was favourable with Private
Consumption growth of 3.2% annualised and Inventories reduced. In China, growth continues to
slow, inconveniently (for Australia) concentrated in the industrial and construction sectors.
Significant overcapacity issues take time to resolve and will likely continue to bear down upon
aggregate commodity demand. The outlook for steel demand looks particularly poor, as Chinese
exports surge. Weakness in China is spilling across to Asian trading partners and Emerging
Markets.

Global monetary policy: Despite the weaker growth in US Non-farm Payrolls over the last two
months there was a more hawkish tone to the US FOMC Statement. We are increasingly confident
tightening will commence at the December meeting but that the subsequent pace of tightening will
be very modest, and that the Fed will stress it is “"data dependent.” Elsewhere, monetary policy
and interest rates continue to ease. China has just reduced interest rates for the sixth time since
last November and the ECB has clearly hinted that further easing is likely at their December
meeting.

Global equity markets: Remains our preferred asset class, supported by ultra-low interest rates,
continuing growth and a structurally more attractive investment universe than domestic equities.

Domestic growth: Weak income growth, the unwinding of the mining investment boom and the
terms of trade decline continue to constrain growth. Low interest rates support solid Final Demand
growth in NSW and Victoria. Building approvals are now slowing, but are still above previous
cyclical peaks in trend terms.

Domestic monetary policy: The lower than expected September Q CPI, together with the out of
cycle mortgage rate increases have heightened expectations of a further reduction in the RBA
Official Cash Rate. We do not expect any change at the Cup Day meeting; it is likely to be too soon
for the RBA to assess the impact of recent out of cycle rate increases by the banks. A February
RBA rate cut is a possibility if the international growth outlook continues to deteriorate and the
impact of the out of cycle mortgage interest rate increases is substantial.

Domestic equity markets: Downgrades continued in October, primarily driven by the Metals &
Mining and Energy sectors (especially in the out years as commodity expectations adjust).
Earnings prospects remain best in the Industrials ex-Banks, REIT’s and Utilities; this remains our
preferred part of the market. We maintain our underweight to Resources. S&P/ASX200 FY 2016
EPS growth is expected to be negative as resource EPS declines offset mixed positive sectoral



industrial EPS growth. The estimated 12 month forward PE based on consensus expectations as at
29 October is 15.2X; compared with the average since January 1995 of 14.5X. (See chart below).
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GENERAL RESEARCH DISCLAIMER, WARNING & 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.
EVANS AND PARTNERS DISCLOSURE OF INTERESTS

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

in this material. Evans and Partners does, and seeks to do, business with companies that are the subject of its research reports.

EVANS AND PARTNERS CORPORATE RELATIONSHIP DISCLOSURE

Company | Nature of Relationship

Evans and Partners is acting as Capital Markets Advisor for Fife Capital Funds Limited (as responsible entity of the Australian
Industrial REIT “ANI”) in relation to 360 Capital Investment Management Limited's (as the responsible entity of 360 Capital

ANI ) S ) ) . o ) . L
Industrial Fund) unsolicited, off-market takeover bid to acquire all outstanding units in ANI, and will receive a fee for acting in
this capacity

ASH Evans and Partners has arranged, managed or co-managed a public offering of the company or its affiliates.
The Issuer has appointed Evans and Partners as Broker to an on-market buy-back. Accordingly, Evans and Partners is unable to

AUI 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.

BENPF 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.
cGL Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates in the past 12 months. A

director of Evans and Partners Pty Ltd is a director of The Citadel Group Limited.

CTNG Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates in the past 12 months.

The Issuer has appointed Evans and Partners as Broker to an on-market buy-back. Accordingly, Evans and Partners is unable to
DUI give Sellers advice in respect to a sale of this security. Evans and Partners was appointed as Placement Agent in respect of the
company’s renounceable rights issue and received fees for acting in this capacity.

EAI Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates in the past 12 months
EGI Evans and Partners arranged, managed or co-managed a public offering of the company or its affiliates in the past 12 months.
MBLPA Evans and Partners has arranged, managed or co-managed an offering of securities of the company or its affiliates in the past 12

months.

MGC Evans and Partners has arranged, managed or co-managed an offering of securities of the company or its affiliates in the past 12

months.
MPL Evans and Partners has 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.

NAB Evans and Partners has arranged, managed or co-managed an offering of securities of the company or its affiliates in the past 12
months.
REG Evans and Partners arranged, managed or co-managed a public offering 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.

TGG

Evans and Partners Pty Ltd was appointed as Sponsoring Broker in relation to the 1 for 4 pro-rata entitlement offer (and any
subsequent shortfall) of Templeton Global Growth Fund Limited (TGG) and will receive fees for acting in this capacity.




