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MR R. COULTER: Allright. Good morning, ladiescgentlemen, and thank you.
Thank you. Thank you for joining us for the infation session this morning for
AMP shareholders. My name is Robert Coulter. dietighted to be hosting this
morning’s session. So in today’s session we'ragod be hearing from two
speakers. The first speaker being Dr Shane OMEIRs chief economist, who will
share with us his thoughts on the investment oktfon2019, and opportunities in
the markets. | will then invite AMP advisor Dav@uff to join me in discussing
issues, like downsizing and super contributiong)t@iink impacts and age pension
considerations.

We have left time at the end of the session fostioes, which Shane and David
would be happy to answer. You will be able to @lse questions from the
appointed microphones to your left and right. Befae start, if | could have
everybody just make sure their phones are turnsddnt, that would be appreciated.
Now, of course, any information in this presentai® general in nature and doesn’t
take into account your personal objectives, finalgituation or needs.

Our first speaker. I'm delighted to introduce DraBe Oliver. Dr Shane Oliver is
one of Australia’s most respected and recognisiiid@cial commentators. Shane
joined AMP in 1984, becoming chief economist in 4@&d is now chief economist
and head of investment strategy. Shane has ex¢ée@sperience in analysing
economic and investment cycles and what currentipogsg means for return
potential for different asset classes, such asshaonds, property and
infrastructure. Shane is very familiar to peopl¢his audience and online. He's a
regular media commentator on economic and invedtmarket issues, and engages
regularly with investors at public events and fosun®lease join me in welcoming
Dr Shane Oliver. Thanks Shane.

DR S. OLIVER: Thank you. Okay. Thank you foruydime today. As you will
have just heard, | started with AMP back in 19&41"ge been there 35 years, which
is quite a long time. And | mentioned this lasaiyédecause last year the AGM was
in Melbourne, and of course that was at a fairipuliuous time for AMP: it was
just after the first Royal Commission appearanaekbn April. But one of the
things that’s always inspired me about AMP is tifatpu look on the side of the
building, it says “Amicus Certus”, and if you GoedlAmicus Certus” — that’s in
Latin, but the English translation will come upgddull translation is something like
“A Sure Friend In Uncertain Times”. And that, teymeant that AMP had a noble
purpose.

When | saw The Social Network, and the history a¢ébook, | kind of wondered
whether they had a noble purpose, because it wag &ting women, | think it was.
But | always thought AMP had that noble purposethgoevents of last year really
shocked me. And I'm hopeful that AMP is now gegtivack on track, but obviously
that is going to be a long process. And they'eegbrt of questions you put in the
next section — not necessarily to me; I'm not goeet on those things — but | just
wanted to say that the bulk of people who work BiPAcome to do — not just the
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bulk; 99 per cent of them — come to do the rigimd by customers, by
shareholders, by the community they’re in. So¢hmgents last year were just as
shocking — those things we learned about wereggishocking to people like me,
and everyone else there, as they were to peomeleutSo, anyway, | just want to
move on from that. Hopefully we get back to “AnsdQertus” as time goes by, and
| think that's critical here.

How do | see things? | want to start with a bihaftory. If you're an investor — so
I’'m going to talk a big picture: investment, macidn not a stock picker; that’s not
my area of expertise. It’'s the big-picture madrdfs And you will find that what
drives your investment portfolio is your big-piatunvestments. Not this fund
manager over that fund manager, or this sharetbaeéshare. It's the big-picture
exposure you have.

Now, of course, there’s a lot of noise out therbave turned my phone off,
hopefully, so it's not going to ring, but if | darh the thing on and | swipe right —
and I'm not on Tinder —if | do swipe right, | gelot of noise. The news pops up on
an Apple phone, “Assange Sentenced to 50 WeekgdarP, all that sort of stuff.
“Ecstatic and Dazed” — | won’t go on that one. oA df stuff can be very distracting,
and these days people aren'’t really focused. @beta successful investor, you
have to be focused. A lot of those things wilbthiryou off.

That's just over the last six years. Worries alibatFed tapering — remember that,
back in 2013? Worries about Grexit, worries alfdiina, worries about the
domestic Australian election result — that wasdhyears ago — South China Seas,
Trump, and so on. But share markets, over thdilasyears, investment returns
generally have actually been quite positive. Amldirik that's very important, to put
all these things in perspective. Yes, these thoagsbe very distracting, but
generally, it turns out okay.

And what I've shown there is the major asset cegbeir return over the last 12
months — this is in calendar 2018 — in blue, ardréturn over the last five years.
And you can see that we did have some negativenethere for Australian shares
and global shares. It was a somewhat messy yewou looked at share markets on
Christmas Day, you probably didn’t feel that happgcause the US share market, to
the low point on Christmas Eve, was down 19.8 pet e almost 20 per cent. What
a sharp fall!

But put things in perspective: on a five-year paturns across most asset classes
have actually been pretty good, with the excepoibifiyou’ve got your money stuck
in bank term deposits — not a great place to Ipeestent. And if you had a well-
diversified mix of investments, over the last fixears, you would have done
reasonably well. So | think it's just worth putjithese in perspective. We go
through these moments in investment markets wheralhget very worried, and
then, most of the time, it blows over.
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One of the things I've learned in my career — myy88&r career — around investment
markets is that it pays to be a little bit optintisbecause if you go back, historically,
to 1900, you will find that, eight years out of 10e Australian share market rises;
seven years out of 10, the US share market riSesf you spend your whole life
worried about the two or three years out of 10 whewill go down, you will miss
out on those seven or eight years out of 10 whererarkets tend to deliver for you.
And, by the way, the reason we have those tworeetiiears out of 10 where it goes
down: that's the price we pay for the high retuos get from — from shares
generally, relative to things like bank deposits.

Now, | reckon, given all of that, there’s nine mufer investors to keep in mind,
successful investing. | love emphasising thismyfdaughter comes along to me and
says — she did, actually, the other day — “How olo lgecome a successful investor?”
| said, “The first thing you do is make the mostofmpound interest. Try and invest
for the long term.” If you look at that chart teeput $1 down in 1900 and
reinvested your interest, today you would have $83&sh. If you put that money

in bonds, you would have $906. You've taken oiit anore risk, but you would still
only have $906. This is the compounding. If, raléively, you put it in shares, and
reinvest the dividends along the way, that $1 wdalde grown to $532,729 to date.

Now, a lot of setbacks that we don’t like: 1930%$1e Brady Bunch was canned, |
got so depressed | sold all my shares; '87 crdstodld have zipped out of super
back then. The share market halved over a codpteaths. Fortunately | stayed,
in a well-diversified portfolio. The GFC. You hathose things. And that's the
cycle; you always got to allow for the cycle. T will go down tonight, but we
know it will pick — it will come up again tomorromorning. The time will vary a
little bit from day to day, but that will happe®o that’s the way markets work.
Make the most of compounding. Always allow — thegoing to be a cycle, but
don’t get blown off by the cycle. Try and invest the long term. Always diversify.

I love dividends. This gets a bit close to hor@me of you will be thinking, “Well,
the company you work for just cut your dividend t®w does that work?” Well,
that's a question for the next section. What | ld@ay, though, is, it just highlights
the importance of diversification. If you're afdividends, make sure you got a
well-diversified portfolio of companies paying detelividends. That's the only
thing you can really do.

Turn down the noise: very, very important. Inciagly, these days, we're
distracted. We go to see some art, and what ddo®eWe spend all our time
looking at gadgets. And I'm not sexist here, agiaj those guys over there are
doing the same thing. | love this quote — actydllike this — my mother, who's 86,
was throwing out some old newspapers, and | thotig$tand thought that was a
really big thing. That's the Honolulu Star bulteti941: “War: Oahu Bombed By
Japanese Planes”. Start of World War 1l. That avagy event.

A month or so | saw this in the Financial RevietkSX Loses $20.5 Billion In
Horror Session”. Geez, you think something teeritths happened. And you read
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the story: the market was down about one peraetitat day, as everyone was
obsessed with the inverting yield curve. | mean,dure we've all forgotten about
inverted yield curves now, but that was the bigéstack then. And, of course, now
the market has just kept going up.

So a lot of these things come along and they distr Try and turn down the
noise. | love this quote from a guy — | don’t kndwou watch Avengers; my son
tells me it's a big thing at the moment. They' their biggest film out ever; one
of the most successful film franchises, after JaBmd, | think, but anyway —
“When young people tell me about their problemid to tell them that story about
the time | survived without my cell phone or théeimet for 40 years.” Now, a lot of
people would struggle. | survived without a célbpe or the internet for 40 years,
and | reckon investors can, too. You don't havbdalistracted by all this sort of
stuff that blows around, at the moment, pretenttinige fundamental news. So, just
quickly, ending on that, turn down the noise: vemsry important.

Try and buy low; sell high. Trouble is, a lotpdople do the exact opposite.
Beware the crowded extremes. How many of us arettvere piling into Bitcoin
back in 2017, at $19,500 a bitcoin, because everyas talking about it. Even my
dog was asking me about Bitcoin. “Where’s Bitctmday?” It was $5000 a share.
Bounces all over the place. It's not the sortharfig | want from a currency. The
currency that sits in my wallet here, $50 todaydsth $50 yesterday. That's the
sort of thing | would regard as a currency. Ndt8in; it's a joke. Beware the
crowded extremes; that’s that point.

Focus on investments providing decent, sustainzdsa flows, and investments you
understand: that's very, very important. And sadkice. | don’t know where you
get that advice from. It can be the media; gateswebsites you rely on; it can be
your financial advisor. But | think it's very impant, with all of these things, to get
advice. Because even I've got a — believe it arnldve got a financial planner.

So let's move on. How do | see things today? Thessummary. Now, as always,
economists, investment strategists show up withmaay slides. I've got too many
slides, so I'm going to zip through a lot of therefty quickly. But the key point

from all of this — now, I'm sure you can get a cayfythese slides if you want — but
the key point, | think, is that | don’t see a U8assion, | don’'t see a US recession,
and nor do | see an Australian recession. Thakibig issue here. Last year the US
share market fell 20 per cent from its high in 8agter to its low in December.

Historically, we’ve seen lots of them. We saw stnmgy similar in 2015/16. We
saw something similar around 2011. Now, sometitheg go on, and a year later,
you're down another 20 per cent. We're in the GWE’re in the tech wreck, we're
in the Brady Bunch collapse of 1974, but invarialhpse really deep ones are
associated with a recession, historically. Theyageally deep decline in markets,
really deep bare market, you usually go into reéocessind | don’t see the evidence
of that occurring.
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And | also see an environment — there was a liltisflast night with the Fed. | also
see an environment where inflation is pretty beni§o historically, the economic
cycle — whether you go back to the GFC or the watk, it's often brought about
because inflation starts to pick up, and the céhttak slams the breaks on, and then
the cycle turns down, and share markets come damthyou end up sometimes in
recession. | don't see a lot of evidence of thaee ongoing competition. | know
the price for health. | know the price for edueatis going up. But | know that |

can do a lot of stuff on this, and if | don’t wantget the Apple version, | can get
things which are a lot cheaper.

| was looking at one of those newspapers my mathewed me. In 1966 when LBJ
came to Sydney and it had an ad for a Hanimex plidgctor — you know, back in
those days, sixties and seventies, you used to glide nights. Most of the time, the
damn slides got stuck in the projector, and this would automate the projection of
the slides on the screen, and it cost $80. Caringagine what $80 was worth back
in 19667 It would buy probably 166 ice creamsedehdays, it might be, | don't
know, 20 or something. So it was worth a lot ofnep back then. These days, you
can do all that stuff on here. You can watch ale/fibtm on here. So the price for a
lot of this stuff has come down. The cost of oeasstravel, the cost of cars and so
on, and you've got this intense competitive enuinemt keeping inflation low, and
that's why we’ve got very low interest rates.

It's very different when | started my career, antkrest rates were very high. At one
stage there, | could get 15 per cent at call irbinek. You can’t get that any more
because inflation has collapsed. That's the wadte in. Now, a lot of people say
to me, well, how come you keep saying the Resear&Bhould cut interest rates?
Don’t you think of savers? Don't | think of my ownother? My mother is always
complaining about this low interests rates. Wmal,job is to try and work out what
the Reserve Bank will do, what interest rates @al] what house prices will do, what
the economy will do. So that's really what I'm saythere. | think we’re in an
environment of constrained growth, low inflationdathat means ongoing low
interest rates. In Australia’s case, | think,akiely interest rates will fall a little bit
further.

So — but the big point is | don’t see a recessiBa.what I've shown here is various
indicators of business confidence for manufactuand for service companies, and
this is globally, and you can see there that ttmgedown from their highs. A year
ago, they had come down, but they’re nowhere realetvels we saw at the time of
the GFC. Business is the same. Things have slowet, but they haven't
collapsed. This is not the GFC. It looks a Ikielivhat happened in 2015/16 and
what happened in 2011/12. So no collapse. Thlsigoint that I'm trying to say.
No recession there.

If you go to the US economy, very low unemploymeviery strong levels of
employment. Overall confidence levels are prettids So the US economy looking
pretty good. Is there going to be a recessioheniS? | don't think so. |look at a
whole bunch of indicators. The recent obsessiontiva yield curve. Anyone hear
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about the yield curve? Put your hand up. YesiteQufew people. Well,
economists like me love to throw out fandanglech&ebecause it makes us look
impressive, and, historically, it has been the ¢thaeUS recessions have been
preceded by long-term interest rates falling bestwrt-term interest rates. In other
words, where the yield curve has gone negativewa@rted, and that's what
happened recently. Depending on how you measutevént negative.

Only problem is — and as | said, that has preceelesssions in the past. Sometimes,
it gives false signals back there and there ane tfaed if you had acted on the basis
of that, you would have been totally wrong-footdflyou had sold all your shares

six weeks ago, and everyone was talking abouttveried yield curve, you

wouldn’t look so flash today because shares hauwtely gone up. The other thing

to note is that the gap between a yield curve sBigarand a recession in the US,
these grey bars here — and that's 1985. So I'téhgo- almost 40 years’ worth of
data there — the gap between a yield curve invesstoen it goes negative and a
recession is around 15 months. So you can bengaitiite a long time before you
actually go into recession.

The other thing to note is that the other indicaau had looked for for a recession
in the US are simply not in place. You don’t héwgh inflation. You don’t have the
Fed slamming the brakes on. Interest rates ituBare still relatively low. You
haven't had overinvestment. You haven't had a imgusoom. You haven’t had a
tech boom. So yes, the share market might be htghe you regard as comfortable,
and | do — I'm a bit cautious about that, but | tisee the conditions being in place
for a recession in the US, and that’s pretty mhehdase globally as well.

Now, why was everyone last year worried aboutfg#ifWell, it's quite simple.
That's the Boeing 787 — not the 737 — the Boeing B&amliner. | was on a 737
yesterday, but it was the older one, not the mauhately. Now, the point about
that is that all those bits on that plane therewmight worried when you see this
because you can think the bits can fall off whea'ngoflying along, but no. I'm
reasonably confident they won't, but the pointligrese bits are made somewhere
else around the world including in Melbourne. Sgou’ve got governments talking
about a trade war tariffs, blockages to free trgde,can understand why investors,
like companies, get nervous these days becausédéweya global supply chain.

So that’s why when we went through last year, yan gee why share markets got a
bit nervous as we went to the end of the year lmcthere was a worries about a
trade war, and there was those concerns about &@&grglobal growth slowing
down a little bit, and there was this worry tha fed would raise interest rates too
much. Now what has happened if | go back throbglsé things, you've got Trump
and China talking about resolving their trade dédfeces. | don’t know how
successful they will be, but it does seem that Mbmeump wants to get re-elected
next year. The last thing he wants is unemploymieirig as he goes into that
election campaign because you don’t get re-elestezh unemployment is going up.
Just ask Jimmy Carter and George Bush Senior. ddesn’'t happen. So he knows
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that. He wants a deal, and | think ultimately tely have a deal. So the trade issue
is starting to fade.

In the meantime, the US Central Bank, the Fedshal well, inflation is still
relatively benign. We’re probably not going to tinne raising interest rates. We're
on hold. We may not cut them, and that explaiastihiight people were looking for
a cut. So they didn’'t get a cut. So the shareketamame down, but we’re not going
to hike rates either, and, overall, economic camakt globally still holding up okay.
So that's what's happened globally. | won't gootigh that chart there. Bit of good
news there. Apparently Mexico has decided to payte wall as long as they can
box him into a little box there. I'm a little sensitive about Donald Trump. My
son, cheeky little guy, about 17, says, “You kn®agd, with that haircut of yours,
you look a little bit like Donald Trump,” and | sgi“Well, I'm not using hairspray,
and the other thing to note is that his part isalétere. Mine is up here”, and he
says, “Well, give it a few years Dad”. My part Wibme down to where Trump’s is.

Anyway, let's — | won't talk about — I'm not goirtg mention much about Eurozone
because | don’t think it's a major issue. | kna\w & big issue for us with the UK if
you've got UK heritage, all that sort of stuff, awe all listen to the ABC, and the
ABC gets its news from the BBC and blah, blah, ptdah, blah. But the reality is
that the UK is not a member of the Eurozone. rtsltaly. It's not Greece. It's not
France. There’s no threat here to the Eurozonad the whole Brexit debacle has
just shown how hard it is to get out of the EurapEaion because they want to have
their cake and eat it too. They want the freedyddit they don’t want the costs,
acceptance of European rules that go with thatthiSas a mess, but | don’t think

it's going to cause a major problem for Europe,clikver way it goes.

For the record, | think ultimately either they staythe EU or they have a soft Brexit.
It looks to be little support for a hard Brexittime UK Parliament. China, bit of a
slowdown there occurring. Had to happen. Youtcgrow 10 per cent forever. So
they've slowed down, but, again, there’s no sigeafapse. When | look at the
Chinese economy, | go there every six months at.ldadon’t see any sign of
collapse. | see a lot of investment occurringeé traffic jams. | see airports which
are built, and then suddenly they’re all jammed bpee an economy that'’s still
growing pretty solidly, just not the 10 per cent@af last decade, more around six
and a half per cent which is probably more suskd@aThis all brings me to interest
rates.

So you've got a world which has slowed down aditilt, but it hasn’t collapsed.
You've got central banks saying, well, okay, weevihinking of hiking last year.
Now we’re seeing a world of still low inflation féhe reasons | mentioned earlier.
So interest rates globally are staying pretty lamg the mob who were raising
interest rates, this green line through here,ad18 Federal Reserve, and they're on
hold. So the environment globally is one of okayvgh, low interest rates, low
bond yields, and historically, that has been aaeaisle environment for investors.
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Now, I’'m not going to say you're not going to has@rections because you will.
Markets — China has gone up 30 per cent, US 26qmdr We're up 15 per cent this
year, or from the lows around December. And ss, w& are going to have some
sort of pullback, sell in May and go away. But tdiker part of that saying is come
back on St Leger's Day. You can look that up. &urall picture, | think, is quite
reasonable. Yes, we will have volatility, but theerall picture, | think, is quite
reasonable.

Now, | did a little bit worried last year when Iveghis Economist magazine on
Australia had the kangaroo going through the clptiigstralia rules”. Why did |

get worried about that? Because 10 years ago|Bragia cover magazine called
“Brazil takes off”. And guess what happened? Wsas the time you should have
sold your Brazilian shares, November 2009. And tloair years later, they
recognise, “Well, Brazil has actually got a fewlgems ..... redeem is crashing into
the market”. That was actually the time you shdwdgle bought Brazilian shares,
because it has now gone back up again. So | doyvat that cover magazine there
might have been the kiss of death for Australia thiednext time we see Australia on
the cover, the kangaroo will be crashing throughdloud. So that is a bit of a
concern.

Why are these worries about Australia? It's bdlsi@bout housing. That's the
main concern. We had a housing boom in Sydneywidourne; that's now
coming off the boil, and prices are coming dowmdAhat is a bit of a drag on
economic growth. And that's why people are talkafgut the looming recession. |
saw this ad somewhere, maybe in the Financial Reeresomewhere online. “The
looming Aussie recession and how to survive itattvas from the Daily Reckoning.
And you can get your free report there, becausgwmaat you to subscribe to their
service and give them money over time.

Now, the only thing | would say about that is, tiglow, if you google “the
Australian recession of 2019” you will get 26.8 Iroih references. There’s a lot of
talk about a recession. | don't think we're gotogee one. | do think we will see
constrained economic growth in Australia, as thesiy cycle turns down, and that
weighs on consumer spending, but | don’t see ssséme. There’s a bunch of
reasons for that. Maybe | won't use that chamillluse this one here.

We had a mining investment boom a few years agoarhe to an end. People said
when that ended we were going to be ruined. Weweruined, because other parts
of the economy took over it. It's the exact satoeystoday. The housing boom was
in Sydney and Melbourne, prices are coming dotey’re down 15 per cent in
Sydney, down 11 per cent in Melbourne, and | thivdee’s probably still a bit more
to go. Still a bit more downside. Now, bear imthhere I'm not necessarily doing
that so | can jump into the housing market; I'rstjsaying what | see out there.
There’s a bunch of negatives affecting housing,somde of them are summarised on
this chart here. That's a wave hitting the easseiburbs of Sydney.
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It has become harder to get a loan. You've gatnéanit supply. The crane count

in Australia has gone through the roof. The nundferanes building residential
property is running at over 500 cranes; up theragiresidential alone, which is
more than the whole of North America. So a massiw@ber of cranes, including in
Sydney. So a huge amount of unit supply hittirgrtrarket. It has become harder to
get aloan. You've got a collapse in foreign dethamou’ve got people switching
from interest only to principal and interest. 3améathese things are acting as a drag
on the property market. But | also want to put thgperspective.

| don’t see any evidence of broad-scale panicrggllipeople defaulting on their
loans, “Here is the keys, you work it out”, sorttleiing, and then the bank putting
those properties on the market. | don’t see thdbn't see a crash in the property
market. But | do think we've got more downsidegtn The other thing to note
about that is that it is confined mainly to Sydraey Melbourne. Other cities either
have already had their downturn, Perth and Dararnithey never had a boom in the
first place, which is Brisbane and Adelaide. S&g,ywe've got a property downturn,
but I don’t think it's enough to drag the econonoyah.

Now, in the meantime, there’s other part — | betfgred up here. There’s other parts
of the economy which will keep us going. So | niemed earlier a few years ago
mining investment collapsed; that’s now gettingsel to the bottom, so that should
help the WA economy. We've also got strong exgootvth coming through, and
there’s an infrastructure spending boom going $a.there’s a bunch of things that
will help the Aussie economy, even though houssng drag.

So that's why I'm not overly gloomy on Australihdo think the Reserve Bank will
have to cut interest rates. | think that fiscahstus we’re seeing in the budget will
help, although it's probably not enough. But | dohink we’re going into recession
in Australia and, therefore, | think the broad ttem the Australian share market will
remain up, even though we’ve run up a little bd tar, too fast so far this year and
we might have a short-term pullback.

So | might just zip on from some of these pointhie point here. After today you
might think you need a drink. How many drinks ddogou have per day? | came
across this one day when | doing a seminar. Oétfter me they say, “He is an
economist. He will be dismal. We better get soneeelse to make everyone feel
happy”, and this guy called Dr John had this ligdaph, which I've hand-drawn
here, and it shows the optimal number of drinksdast. In other words, if you have
zero drinks per day, you've got a high chance afgly If you have two per day,
your chance of dying declines. But if you have gobur chance of dying goes back
up again. So you might as well not be a teetatalhel have six per day; you've got
the same chance of dying.

Now, the thing to note about this is always thdt el those antioxidants, is better
than white, is better than beer, is better thantspiAnd often with spirits, you have
lots of sugar in there, which is not so good foun.yd@he other thing | noticed was in
America, and this was interesting — this is a syfethe recommended guideline
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number of drinks per day. In Australia, roughlyaking, it's two drinks per day is
the daily guidelines for both males and femalekat® Australian — that’s, what is
that — that's for women and that’s for men, throbgine. So two drinks per day, for
both males and females.

In the US, the guideline is for four drinks for m&}- for females per day — and over
five drinks for females. So you can, sort of, aéat has gone on here. Why did
they vote for Donald Trump? They were drunk oythad had too much drink over
the years and that had destroyed their brain cBllg, anyway, the number of drinks
per day when you get home tonight is two, and sdukiter than white and white is
better than beer. Just bear that in mind.

So if we just move on here, good news in the byddett. Budget is heading back
towards surplus. | kind of like that, becausee lihe fact that if we have a surplus,
if we have a rainy day, a recession at some ptbiat) there is scope to ease fiscal
policy. | think that is very, very important to bble to do that. So a bit of good
news there. Also a bit of good news with tax cufsether it's Labor or Liberal, low
and middle income earners will get about $1080a jrea tax rebate once they fill
in their tax return. So that's good news. Of seul think that took a while to get
there. There is now an election underway, and itt&robviously, quite a big
difference between Liberal and Labor.

But if you want to summarise the differences, obslg — and you know this just by
reading the media, Liberal is quite clearly onlthe-taxing side and, therefore, less
government intervention. Labor, of course, woulgua, “Well, we can’t afford
those tax cuts that Liberals are talking aboutisPlve’re going to increase taxes on
some other areas, but we're going to spend mot&ings like child care, education
and health”. So quite a big philosophical diffexenand that will impact parts of the
economy, including self-funded retirees relyingtbeir franking credits. | can take
guestions on that if you want later.

So, yes, there will be issues about that. Anduldsay we're facing the biggest
difference between the two major parties than wetsen at any time since the
1970s, so quite a big divergence there. Budgst,iyavas — this was the Prime
Minister just after the budget, yes, doing a Baat of thing. | thought it was good.
Maybe not that good, but, nevertheless, at leashéading back in the right
direction. | do worry about this. So far this dde we’ve had the same number of
changes in PM as Italy has had. This is not gdbdie change PM in a few weeks
time, then we will be worse than Italy. How cams®t policy with such instability?
| think that is a major concern. I've gone throubh policy differences there and
happy to take questions on that.

| just want to end on this bit about the investn®mie. This is very important. We
have a lot of debate here as to where we are inyttie. Are we late-cycle? Are we
early-cycle? If you're late-cycle, then you woulave to say, “Maybe there’s major
bear market around the corner there”. But asd sarlier, we probably are
somewhere here — we’re not down here any more.ra\pebbably somewhere up

.AMP 2019 INFORMATION SESSION 2.5.19 P-11



10

15

20

25

30

35

40

45

here. But we're still a long way from that pointh@re inflation becomes a problem
and central banks slam on the brakes. And | tthiak gives me a bit of confidence
that the expansion in the US economy, the globahey, the bull market and
shares probably still has more upside to go befamemes to an end.

And this was that point | made earlier. If youltad share markets over the last few
years, we've seen a lot of pullbacks. These thaingsild be regarded as normal.
They happen all the time. Last year, global shdosen 18 per cent, US shares, top
to bottom down 20 per cent. We were down 14 pet.cBomething similar just a
few years ago and something similar just a fewgyéafore that. And that is just

this decade. That's just the way the market woiksu get this volatility. We have
to learn to live with it. | might just zip overdhone, because I've already made the
point — that those big declines in share markedtotically have been associated with
US recessions. So, yes, we get 20 per cent faitsf you're going to get a
recession, then it's probably going to be a lotpdee And | don't see that.

Just finally, the Aussie dollar. | often get askdaut this one. Obviously, a lot of
people go on holidays. “What should | do?” Myrstard response is, “Buy half
now and buy half later,” because it's very, verych get the currency right. Now,
| have a view the Aussie dollar will go lower. Thavhy | would say buy half now,
particularly if you go into the US. The reasoray & will go lower is because the
Reserve Bank is more likely to cut interest rabemtthe US Central Bank is and,
historically, when our interest rates come dowmaikes it — it makes the putting of
money into Australia less attractive.

So, therefore, | said the Aussie dollar ultimatahghing below 70 cents and going
into the 60s against the US dollar. So | mightdvip there. Key point from all of
that is to try and invest for the long term, make most of compounding if you can.
Always allow — there’s a cycle there, but the keynp— the very — this point in time
is | don’t see we’re about to go into global rea@ss Therefore, | think the broad
environment for investors is reasonably positi%e. | might wrap it up there and
hand it back to Robert. That's just the disclaitimat says if you thought | was here,
you're imagining things or something to that effe¢hank you.

MR COULTER: Thank you. Put your hands togetloedr Shane Oliver. Thank
you, Shane. And, Shane, if | could invite you ¢one back up later, and we’ll take
guestions from the audience.

MR OLIVER: Sure.

MR COULTER: Right. Now, | would like to invite MIP adviser David Cuff to the
stage to join me in discussing downsizing in suertributions, the Centrelink
impacts and some aged pension considerations. a8 Dhas worked in the
financial services industry since 2005. He joiiledC which is a wholly owned
subsidiary of AMP in 2007. David has specialisbktedge in superannuation and
retirement planning. David actively works witheslts who are in or transitioning to
retirement and provides expert knowledge in themarDavid has a Graduate
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Diploma in Applied Finance and Financial Planniadgachelor of Commerce
majoring in accounting and finance and is also enber of the Financial Planning
Association of Australia. Please join me in weloognDavid Cuff. Welcome,
David. Thank you so much.

MR CUFF: ..... Robert.

MR COULTER: Thank you. David, thank you. Thaydu for taking part today.
David, firstly, | want to talk about downsizing,cadownsizing in super
contributions. So this is a relatively new pieééegislation. As | understand it, it
was passed on December 2017. It came into efféatyl2018. Could you give the
folks here and also the folks who are listeningrenéa sense of, you know, what that
is.

MR CUFF: Thank you, Robert. It's a pleasuredédiere. Yes. The downsize in
contribution is a new piece of legislation that baen brought in as of 1 July 2018
which will allow people over the age of 65 the #pito put money into
superannuation up to a figure of $300,000 withame of the impediments that
would normally be there for such a age and balance.

MR COULTER: Okay.

MR CUFF: So what you need to do is you need talile to meet a few eligibility
requirements. So number 1, you need to be agedNG6mber 2, as we said, the
contract for sale needs to be signed on or affelyi2018. Number 3, the property
that you're selling needs to — you need to haveaairfor at least 10 years, and for
some point in that ownership period, it needs tgdag main residence, and the
other critical point is once you do sell the prapethe proceeds need to be
contributed to your super fund with an approvedt@a form within 90 days.

MR COULTER: Okay.

MR CUFF: So that will allow you to make the camtition. For those that are a
member of a couple, if the property was owned tg @inthe two, both people are
able to make the contribution or up to $300,000 the super fund as well. And
there’s actually no requirement for you to downsi&® selling a property, and you
might decide you're going to rent, or you might rade a property that you already
own — another property that you own, there’s nairegnent to actually downsize to
be able to make the contribution.

MR COULTER: Yes. It's an interesting terminologgn’t it? So | just want to dig
to each part of that, if | could, and so can we fakk about the timing for a moment.
When is it effective from?

MR CUFF: Okay. Yes. So there’s three critideheents for timing.

MR COULTER: Yes, yes.

.AMP 2019 INFORMATION SESSION 2.5.19 P-13



10

15

20

25

30

35

40

45

MR CUFF: So number 1, the sale for the contraeids to be signed on or after 1
July 2018. So that’s a critical point. A day @atland it doesn’t qualify. Number 2,
from a timing perspective, you need to have owhedproperty for at least 10 years.
The third part is the contribution to the superdurso once you receive, settlements
happen, and you receive the proceeds. You've @ala9s in which to make that
contribution to your super fund, and it’s reallygartant to also make sure that the
election form which tells your super fund what tygecontribution is being made, a
company’s — or is sent to the super fund priohtdontribution being made.

MR COULTER: So the critical date here is you\a tp have held a property since
2008.

MR CUFF: Effectively, yes.

MR COULTER: Yes, effectively. Okay. So | jusamt to dig into it a little bit
more. | want to talk about — so does that propleatye to be your main residence?

MR CUFF: It needs to be your main residence éone point throughout the
ownership period.

MR COULTER: Yes.

MR CUFF: So that might mean — so main residenatat that means is that at
some point in time, it was your main residence, youl probably resided in the
property there. It doesn’t need to be your magidence for the full duration of
ownership. So that might mean that a propertyybatre renting out now that you
previously lived in would qualify, or a propertyatih- or vice versa, a property now
that was previously rented out, it would still gbal

MR COULTER: Okay. And what'’s the sort of — wigathe definition of a
residence? So does it have to be located herestrdlia or owned in Australia or

MR CUFF: It needs to be located in Australia. fenber 1, it can’t be the holiday
house overseas that you sell. It needs to bederes within Australia and actually
also needs to be a physical residence. So somgdikéna motorhome or a
houseboat or a caravan.

MR COULTER: Yes.

MR CUFF: That won't qualify. It needs to be arual physical dwelling.

MR COULTER: So it's very much a sort of bricksdamortar strategy.

MR CUFF: It is absolutely bricks and mortar.
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MR COULTER: Okay. So then you've got me thinkiegyou were talking there —
when you were talking about a couple, what happettse event of sort of
relationship breakdown or a divorce? So you'veeve both owned that property,
and then we’ve participated in this particular tsigy.

MR CUFF: Okay. So it's a good question. For sone that is selling a property
as a result of a relationship breakdown, you cantlis downsizer contribution
should you meet the prerequisites, but each meorteaich party within the couple
there can do the downsizer contribution once iir fiietime, but they have the
choice when they choose to action that. So onty pathe couple might decide to
exercise the downsizer contribution selling thajdamily home.

MR COULTER: Yes.

MR CUFF: The other party might decide to defed ahould they have another
property in the future that ticks the boxes ana 4san appropriate property, they
could choose to exercise that downsizer contrilnutid plus years in the future.

MR COULTER: Okay. So it, essentially, is dowretach individual is treated as an
individual.

MR CUFF: You get a one-off opportunity, and yanchoose to do that when you
wish.

MR COULTER: Okay. So as | understand it, if yeei'sold your main residence,
and you can make a contribution — so what is th@shcontribution you can make?

MR CUFF: It's a maximum of $300,000 per pers@u — and that, as we said, is a
one-off opportunity for $300,000 which needs taeede within 90 days of your
receiving those proceeds into superannuation.h&tstirrespective of existing
superannuation balances. As long as you're ovey@bcan — and you meet those
requirements, you can make a contribution of up3@0,000 per person.

MR COULTER: So it doesn’t have to be 300,000coltild be — could it be
multiples of 100,000, for example?

MR CUFF: You could have multiples of $100,000-- -
MR COULTER: Yes.

MR CUFF: - - - up to a maximum, but you need takesure all those multiple
contributions are made within that 90-day period.

MR COULTER: Sounds like someone — we need advi&@what about timing?
I’'m interested about the timing. Is there anythiingt people should be, you know,
critically aware of around timing if you were comtplating this?
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MR CUFF: Three key elements for timing.

MR COULTER: Yes.

MR CUFF: So number 1, the date at which thatremtts signed. So 1 July 2018.
MR COULTER: Yes.....

MR CUFF: So if you're selling a property now,wiil already meet that
requirement.

MR COULTER: Yes.

MR CUFF: Number 2, the property needs to have lmeeed for 10 years. So a
minimum of 10 years’ ownership, and at some pairthat time, it was your main
residence, and number 3, the critical part themmce you sell and you receive the
proceeds after settlement, you've got 90 days irchvto make the contribution to
the super fund.

MR COULTER: And as long as you satisfy those. irBgour expert opinion, what
are the things that people need to be really —ldHmiconscious of or be really
aware of if they’re taking advantage of this?

MR CUFF: So the downsizer contribution will allgwu to make the contribution
into superannuation, but it won't necessarily allpou to put that into the tax-free
allocated pension structure which I'm sure mogheffolks here would be fully
aware of, and that's where a lot of people in eatient are getting their retirement
income for.

MR COULTER: So they're — yes. They're drawingithweekly, monthly,
etcetera.

MR CUFF: Yes.
MR COULTER: Yes.

MR CUFF: Their expenses are being paid for franineome stream from their
super fund. And the amount you can put into ascalied pension structure hasn’t
changed. So for some people it might mean thgt¢he put money into
superannuation, but if they’'ve met their maximunoant within the allocated
pension structure, they may have to keep it in medation, which, for some people,
if they’re not paying any tax in their own nameghii mean that holding funds in
super is not in their best interest, because thaypay less tax elsewhere.

MR COULTER: Right.
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MR CUFF: The other consideration that I'd wantua through with people is
Centrelink implications.

MR COULTER: Absolutely.

MR CUFF: So the house that you live in, your pifral residence, is an exempt
asset for Centrelink, which means that it's notrted towards the assets test. And,
at least with most of my clients, retiree clients, the assets test, the Centrelink
assets test, which determines how much incomerthggtting from Centrelink. So
changes — selling an asset that's exempt, for sdme clients, may mean that the
pension that they receive from the government restuéor some, it may mean that
it's eliminated.

MR COULTER: You just spoke about Centrelink. Gau just expand on that?
Just work with me here. Can you expand on that,hjow it impacts the age
pension, though.

MR CUFF: Okay. So — so the — as we’ve mentioaélte house you're living in,
your principal residence, is an exempt asset.

MR COULTER: Yes.

MR CUFF: So if — for most retirees — if they aeght up within the assets test for
their — which works out their Centrelink entitlenter here, | think we’ve got a slide
somewhere.

MR COULTER: There we are.

MR CUFF: So looking to your — to your left hera-€ouple — homeowner couple
can have up to $853,000 in assets, not includiadtiuse they live in, and still get a
part pension. So if you sell the house you liveaimd you don’t spend all of the
proceeds of that sale on a new property — so yalpdmsize, effectively — those
funds are now, depending on where you held therajdvarobably be an assessable
asset, which means that the amount of Centreliakytbu receive may reduce. So

MR COULTER: Right.

MR CUFF: If you're a couple, with a — that you'lseught a new home, if your
asset base now is over $853,000, your Centrelititeanent will cease; if it's
below 853, it may have been reduced.

MR COULTER: Okay. So there’s some pretty critcamponents there.

MR CUFF: Yes.
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MR COULTER: | mean, pretty important that youlse€vice if you were
considering something along these lines.

MR CUFF: Absolutely. I'd want to know, firstlys it in your best interest to make
the contribution - - -

MR COULTER: Yes.

MR CUFF: - - -if you can't put it into the taxefe environment, number 1. And,
number 2, will it impact your Centrelink, and witdtange to your income may occur
as a result?

MR COULTER: Well, then, a logical question on fbat, then — can | ask you
about what — when you're talking to your clientsward this, what are you talking to
them around — from a sheltering strategy perspectitat would you be
considering?

MR CUFF: So when people are referring to sheltgrivhat they'’re referring to is
holding assets where they’'re exempt from the Chnkrassets test. So, as we've
just said, your — the home you live in is an exeag#et, but also superannuation —
the accumulation phase of superannuation, for som#wt’s under the age pension
age, is also not counted for Centrelink asset -Cénatrelink assets test there. So it's
an exempt asset.

MR COULTER: Right.

MR CUFF: So, with the age pension age increasmgge 67 — so anyone born
after 1 — in — 1 Jan '57, they have a age pengieroa67. So there may be, for
some couples, the ability to make a downsizer dmution after the age of 65, but
hold it in the accumulation phase of superannudtom couple of years there,
where it's not counted towards the Centrelink astest. So there’s a small window
there where they may be able to get some Centrediigd with the contribution.

MR COULTER: Okay. David, | also — | want to getur opinion around the
Budget. And | know Shane has been kind enoughutap, you know, his thoughts.
Very keen to get your thoughts around what yowmnt$ are asking you about, and
what you're interested in. Before | do that, can yust summarise, for the folks
here, you know, that particular downsizing conttiitos.

MR CUFF: So, yes, the downsizer contributionvigible now, which will allow
people over the age of 65, who meet certain reougres, which are — as we said,
you need to sign the contract after 1 July 2018afproperty that you've held for at
least 10 years, and at some point it was your mesildence, and thirdly you make
the contribution within 90 days — it allows thosople the ability to put some funds
into superannuation without some of the blocks tlatently — that are in place at
the moment, such as age and superannuation balance.
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MR COULTER: Fabulous. So the Budget: what -Afryour perspective — what
are your clients asking you about? Now, | — firstirecognise, the Budget is not
passed.

MR CUFF: Yes.

MR COULTER: It's something potentially in the fwe. But what are people
talking to you about? What's the main theme tlwat'ne hearing?

MR CUFF: Yes, it's a—itis — it's quite topical the moment, even though it is —
they are all proposals.

MR COULTER: Yes.

MR CUFF: And, | suppose, there’s a couple of theriat have come up. So, first
of all, there’s the changes to the offsets andribeginal tax rates, which, with my
clients being mainly retirees, it's not as muclaofimpact, but what that effectively
will mean is, people can earn — for the same amousalary, they will pay a little

bit less tax. But what is of much more interestnipclients is some of the proposed
changes to superannuation. So we’ve just talkedtabe downsizer contribution.

If we just park that to the side, though, and thablkout contributions to
superannuation at the moment. So after-tax cantabs: currently, as it stands,
once you reach age 65, in order to make a conimibtd superannuation, you need
to pass a work test, which is 40 hours of work imi80 consecutive days.

MR COULTER: Yes.

MR CUFF: There’s a proposal to move that throtggage 67. Atthe moment, as
well, there’s what's called a bring-forward rulehiah will allow you to make three
years’ worth of contributions in one lump sum. Tmeposal there is also for that to
be bought through to age 67, from 1 July 2020th&6s quite of interest to my
clients, for a couple of reasons: number 1, avadl, potentially, them to get more
money into the tax-free superannuation environmérdlso enables them to be able
to balance their superannuation between membexrsofiple. But also what we do
a lot of it for is estate planning reasons. Sopp@ible to put extra money in that's
tax-free for potential beneficiaries is — peopleda little bit more time to try and
maximise that strategy. So that's been quite adligng point for us.

MR COULTER: Yes. Unbelievable. What — and peapler 69 — is there
something — you know - - -

MR CUFF: There - - -
MR COULTER: - - - post-70, or - - -

MR CUFF: Well, there’s — yes, there’s also aeofiroposed change, that — at the
moment, if you're making a contribution for yourogse - - -
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MR COULTER: Yes.
MR CUFF: - --you can’t do that if your — thecegving spouse is over age 69.
MR COULTER: Yes.

MR CUFF: The proposal, again, there is for thabe increased to age 74, from 1
July 2020.

MR COULTER: Okay, and that will have an impaBtavid, we might hold it there,
if we could. I'm about to invite Shane back upadies and gentlemen, could you
join me in thanking David Cuff this morning.

MR CUFF: Thank you.

MR COULTER: Thank you. Shane, could | invite ylmack up on stage. Ladies
and question — ladies and gentlemen, what we’neggim do now is — David —
Shane, if you could take a seat there — we're gturtgke questions for — if you have
guestions for either Shane or David, you can make way to either of the
microphones which are on your right and left — treejfluminated there — and we'll
endeavour to answer them. We have around abaurt efs- nine minutes before
the session concludes. This morning’s AGM startslaam, which would be at the —
down at the concert hall. If you've been viewinddy’s session online, you're also
able to send questions through, and | will be &biead them. We have a question
on my right. Thank you.

DR JOHN: Yes. By the way, Shane, my name isdbnJ | don’t drink; I've
survived three wars; and I'm working full timernmy nineties. That graph might
need a bit of modification. Yesterday in the SydMorning Herald, there was an
illustration of what one should invest in. It wasommending the infrastructure,
and lined up the companies that operate in thath Wgard to the AMP, what
industry is it in, and what other companies arthenxsame sort of industry, and what
is its future?

DR OLIVER: Okay. Thanks for the question. | gsiethe problem with what | do
in statistics is, often you focus on averages,yandre at the tail end of that — you've
done well relative to the average there; beingetotaller, and surviving like you
have, you've done very well. Just in terms of wihdustry is AMP — | think that’s
your question, you said you're interested in thegiments - - -

DR JOHN: Yes. What is the industry that we’reand what — who else is in the
same industry, and what'’s our future?

DR OLIVER: Okay. Well, obviously, AMP has supenaiation funds, and we
invest those funds into a range of shares, an thloares are spread across a whole
range of industries. So we have exposure to Viytezerything you could think of:
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banking, consumer stocks, financial stocks, minamg] so on. So — yes, we have a
fairly broad-based exposure. There’s two key areas

DR JOHN: To put it another way, what are you -atvdre the competitors, then?

DR OLIVER: The competitors to AMP on the investihside are organisations
like AustralianSuper, Colonial First State - - -

DR JOHN: Yes, but — yes.

DR OLIVER: - - - other fund managers. But ineuymention infrastructure there.
Two key components of the investment arm of AMPaacemmercial property —
sorry — a real estate business which invests amger of properties across Australia
and internationally, including, for example, the ddaarie Shopping Centre as a
classic example of that, and there’s also anothsinkess there which invests heavily
in infrastructure. So, for example, that - - -

DR JOHN: So what'’s the short-term future andltimg-term future?
MR COULTER: Of the AMP?

DR JOHN: No, no. Of the industry. | mean, | tnS8hane won't tell me much
about AMP, but about the sector that we're in —twghaur future in the short term
and long term?

DR OLIVER: The financial sector.
DR JOHN: Yes.

DR OLIVER: Well, I think it has a fairly brighuture. It had a rough ride over the
last year because of wrongdoing in various parts@industry. Banking was a
highlight from that, but | don’t see a major prabléonger term. Finance will
continue to be an integral part of the Australiasoremy. We're also seeing an
aging of the population. We’'re seeing increasiognplexity around the rules of
investing, the rules around retirement, for exampé of those things mean
ongoing demand for investment advice, so | thirgt fhiture remains bright.

MR COULTER: Thank you. Thank you, Shane. Ydsage.

MR D. ALLEN: Thank you. Good morning. Thank yfmr the interviews. Very
good. My name is David. The speech we just hesmmdnds me of a speech | got
when | joined the AMP in 1970, and we were told howch money we would earn
over our lifetime, and, fantastically, we were gptn earn $300,000, so times have
moved on a little bit since then. I've just fineshreading a book by a bloke called
Jim Reichardt who had top connections in America, lae wanted to check his
predictions with a world class mathematician, dnsl bloke said that the GFC was a
seven sigma event. It should happen once evepgraehillion years. I'm very
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concerned about the status of mathematics in Alisstr&our guys are excellent, I'm
sure, but what can we do generally to raise thedsta of mathematics in Australia
and the rest of the world maybe? There’s a grnepbunity here, I'm sure.

DR OLIVER: Say it again. To raise the standdrd bmissed - - -
MR COULTER: Mathematics.

DR OLIVER: Mathematics.

MR ALLEN: Mathematics, yes.

DR OLIVER: I'm probably not the best one to answet because I'm an
economist, not a mathematician. Obviously, we s ailot of maths in the work we
do in terms of assessing those sorts of statigtatsyou referred to there. | would
have thought that saying the GFC was a seven sthddaiation event is probably a
little extreme. | would have thought that if ymoked back through history, these
things do occur every so often, not every yearghvety — | mean, if you —we had
the great crash in the 1930s. We had the 1970shatl the tech wreck and the
GFC, so these things do happen every so often.

They’re not the norm, but, you know, once everylh0/ears you should allow for
something like that, but, of course, just relyimgthe statistics has its limitations
because if you — it's like — there’s an old saytihgt expansions in bull markets don’t
die of old age. They don't look at statistics @ag, “This is the average. It should
be dead. You're share market rally should be beeause it's getting long in the
tooth.” They die of exhaustion, excess, overinwestt, overspeculation, excessive
optimism, high inflation. Those sorts of thing #ie cycle off. So, yes, | think it's
important to look at statistics and use maths tthdg but you also have to recognise
there is a limitation to what that will tell you dthat history may repeat, but it
doesn’'t rhyme always. Sorry. History doesn’t mgpéut it does rhyme, so there’s
that rhyming through time, but often the gap betweee major event and the next
one can be a lot longer than you assume.

MR COULTER: Thank you, David. Thank you, Sharsg.

MR ........... Ayes or no question from Davif, may. Regarding the
superannuation contribution from sale of persongrivate residence, | have
recently had 15 per cent of my personal residenogpalsorily acquired for
roadworks. The proceeds from that, would thatliggbée under this, or does it have
to be the entire house?

MR CUFF: That is a question | haven't come actmfore. Congratulations.
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MR CUFF: But it's something that we can look ifido you if you were kind
enough to leave your details with one of the gtedfe. It's something that we can
try and get you an answer on because, to be hdriesten’t even thought about
that. It's not something that has come up in th&t.p So happy to follow it up for
you though.

MR ........... Okay. Thank you.

MR COULTER: We've got another few moments, spafl have got a question,
please make your way — is there a chance thatgowet to the - - -

MR ........... I'misolated, so I will speak upy question always to forecasters is
how did you go last year, and | didn’t get to theating in Melbourne, but, looking
back on last year, how did you go?

MR COULTER: So the question, Shane, and for tiiesfonline from the
gentleman in the audience is how did we go last, \gal will put that to you, Shane,
and I'm going to assume it's how did you go lastrye

DR OLIVER: It depends which bit you're lookingiatterms of economic growth.

MR ........... Your question — your presentafiamm last year, how did it relate to

DR OLIVER: In terms of the outcome.

DR OLIVER: In terms of the outcome. | said lgsar — it wasn’t that much
different to this year, but | think in terms of whaaid back then the global
economy would be okay. It turned out to be okiagaid that the Fed would raise
interest rates four times through last year. ®e US Central Bank. They did. |
probably underestimated the degree to which thei@mabout a trade war would
impact share markets, and that particularly weigtrethem later in the year. So
share markets ended up weaker than expected, ghtHawould claim, within a few
months, they’re back to where | expected, and rmy’te above where | expected.

And in terms of Australia, my view last year waattthe Australian housing market
was in for a downturn in Sydney and Melbourne, tirestefore the Reserve Bank
won't be raising interest rates any time soon. ,Asiccourse, that has been the case;
now they’re more likely to cut interest rates. Aralso said the Australian dollar
would fall to around 70 cents, and, out of interéstid end last year around 70
cents. So yes, | do go back and look at whatdaid.

MR COULTER: So, Shane, of course, these areeatinded, and they all sit on the
Investor Centre, as well. So you can stress-that we're saying here. But | can
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confirm, because | was with Shane last year. Tlyanik Shane. We've got a
guestion here.

MR ........... Thankyou. My question is abaainking credits. | know a lot of
people are getting very stressed about the polieyge that may come up. And my
guestion is, the franking credit was introduced jasavoid double taxation. And at
that time when it was introduced, at that timeaswot easy for government to track
who are paid the franking credit, would they in@ud their tax returns or not. So
they used to ask companies to pay tax then, angl@eahey can show the evidence
individually, and claim it back.

Now the question is, now the technology has chandg@d example, for interest, we
don’t even have to report anywhere. Even accotst@ownload from the portal.
Why the government can'’t say that tax — the divitipayment is tax — it should be
all unfranked dividend to all the people, exacilkg Ithe interest payment, and those
people who are to pay tax, depending on all otb@unirement, they should pay tax?
And that will make it so much simpler for peopll the time the accountants are
individually looking for each of the share, theywa not have to spend that time, as
well. All the unproductive time will be saved, amavill become very even.

And if the Labor Government says that those whaearaing too much money on
that — they can put additional legislation thayafir super fund is more than this,
you will have to pay this much tax, and so on.it®an be easily solved. So why
I’'m raising is, the people who are at the influehkevel — why don’t they solve this
problem at the fundamental level, and make lifensch easier for people?

MR COULTER: Very simple question, Shane; | thydu should be able to answer
that.

DR OLIVER: Well, that's a good question. Govewrmis have a habit of not
making things simple. | guess, they may feel thidiey handed the benefit out, that
simply then foreign investors would get the berasitwvell, perhaps. Yes, it —|
agree, it's an issue, as to, why not make it sinfpledo go back to the original aim
of that legislation, which was to avoid the doutabeation of dividends, not to lead to
a situation where — double taxation of earningsttamlead to a situation where
they’re not taxed at all. And so, therefore, | sant of understand where the Labor
Party is coming from on this policy.

But then, by the same token, you got to allow that change, to make franking
credits available to all, whether you're a taxpayenot — all Australian tax — all
Australian citizens, that is — was made nearly €&ry ago now, and a lot of people
have planned their retirement on the basis thgtwwaild get those franking credits.
So | can understand why many Australians are micpé&arly happy at this change.
And in that sense, it does seem a little bit urtfaioe doing that now, at this stage in
their life. You know, when you're a self-fundediree, to suddenly find you're not
going to be getting your $7000, or $2000, or $5@08t can be a bit of a shock. And
often times, those people are schoolteachersticedeschoolteachers; they’re not
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necessarily retired rich people. So | think thsra bit of an issue around this, and
maybe it could have been grandfathered — the chamgle have been grandfathered.

MR COULTER: | think we might hold it there. TH&M will be starting at 11 am.
Many thanks, ladies and gentlemen, for your time @tention this morning. That
concludes our presentation. Morning tea is goiniget served in the foyer. The
AGM starts at 11 am. Can you just join me in thagkDr Shane Oliver and David
Cuff. Thank you, and good morning.

RECORDING CONCLUDED
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