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1. What happened 2009? - surprises

Companies reduced costs faster then revenue declined.

Dividend and free cash flow yields above Treasury and Corporate bond
yields were attractive entry points.

USA Return on Equity (S&P 500)
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1b. 2009 What Happened? what we got right

Hedged into AUDS$ for global equities — reduced impact of strong AUDS$.
Bias to Asia /Emerging Markets equities.

Overweight Credit vs Sovereign bonds but not enough High Yield.



lc. 2009 What Happened? what we got wrong

Yet another successful re-inflation believed to be possible

Chinese response - speedy and effective. Fed Balance sheet doubled in weeks!
- Moral Hazard reinforced but equities love the expectation of growth.

Second derivatives at work and believed to be sustainable trend.

Our Asset class Valuation models too long term and ‘mean reverting’? — use
momentum?
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China Consumer Price Inflation
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2. The outlook for Global economy 2010 - 2012
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— Personal Asset Receipts
--- Home Equity Withdrawal

——Employee Compensation
—Transfers, Interest & Tax Payments
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2. The outlook for Global economy 2010 - 201
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WE HAVE A MATURITY PROBLEM
ESTIMATED LOAN MATURITIES BY LENDER TYPE BY YEAR
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2. The outlook for Global economy 2010 - 2012

Expected losses as a percentage of Tier 1 capital
suggests CRE alone could trigger many bank failures

Expected CRE Losses Total Assets
As % Of Tier 1 Capital # of Institutions ($ Billions)
0-10 1,759 10,005
10-20 1,107 3,082
20-30 907 762
30-40 815 719
40-50 616 608
50-75 953 910
75-100 356 276
> 100 283 345
Total 6,796 16,706

Source: Deutsche Bank, Intex, SNL Financial

B CRE related loan losses could potentially be quite high for a large number of banks,
particularly regional and community banks



2. The outlook for Global economy 2010 - 2012:3::%2;%%?9

Budget Deficits as a Percentage of GDP
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3a. Portfolio positioning

Australian Equities
International Equities

Australian Property
International Property
Australian Fixed Interest

International Fixed Interest
Alternatives

Cash

Total Return expected
Risk expected
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Note
AUD$ decline — impacts?

Bias to Asia small caps and
quality names. Prepare to
remove currency hedges

Favour Corporate bonds

Emerging Debt to price
through G7?

Minimal Beta portfolio
Maximum Liquidity

Expensive asset class —
equitise?



3b. Portfolio positioning — key risks, opportunities
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Deflation kills profitability and equity prices. (10% prob).
Inflation expectations rise and kill bond prices / realign currencies (20% prob).

Capital Controls introduced to counter capital flight and currency “volatility”.
Governments effectively default. (10% prob).

China revalues Rmb significantly (>10%) and ASEAN follows by removing pegs to USD$
(10% prob).

‘Muddle through’ with sub trend growth in West and East but no removal of ‘free market’
policies although greater regulation. (50% prob).



3c. Global Economic Outlook - signposts to watch

Credit growth, or lack of, in ‘The West'.

House prices in USA. Mortgage rates

Credible European resolution to budget deficits would be positive (‘sort of’).
Rhetoric on Rmb peg in the next few months.

CMBS + RMBS paper rollover in 2010 -2011.

Commodity Prices (Copper, Oil).

Rhetoric on Fed exit from easy money
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Disclaimer

This presentation has been prepared by BT Investment Management (RE) Limited (BTIM) ABN 17 126 390 627, AFSL
No: 316455.

This presentation has been prepared without taking into account any recipient’s personal objectives, financial situation or
needs. It is not intended to be relied upon by recipients for the purpose of making investment decisions and is not a
replacement of the requirement for individual research or professional tax advice. Before acting on this information,
recipients should seek independent financial and taxation advice to determine its appropriateness having regard to their
individual objectives, financial situation and needs. Unless otherwise noted, BTIM is the source of all charts; and all
performance figures are calculated using exit to exit prices and assume reinvestment of income, take into account all fees
and charges but exclude the entry fee. It is important to note that past performance is not a reliable indicator of future
performance.

This information is given in good faith and has been derived from sources believed to be accurate at its issue date.
However, it should not be considered a comprehensive statement on any matter nor relied upon as such. Neither BT
Investment Management (RE) Limited or its related bodies corporate nor any of their employees or directors gives any
warranty of reliability or accuracy nor accepts any responsibility arising in any other way including by reason of negligence
for errors or omissions. This disclaimer is subject to any contrary requirement of the law.

For more information, please call BTIM Customer Relations on 1800 813 886 8:00am to 6:30pm (Sydney time).

BT® is a registered trade mark of BT Financial Group Pty Ltd and is used under licence.
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