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Disclaimer

FOR FINANCIAL ADVISER USE ONLY

This information has been prepared and issued by SIRA Group Pty Ltd, ABN 15 106 922
641, AFSL 278423. It contains factual information and general financial product advice
only and has been prepared without taking into account the objectives, financial situation
or needs of any individual. The information provided is not intended to be a substitute for
professional financial product advice and you should determine its appropriateness
having regard to you or your client’s particular circumstances.

While all care has been taken in the preparation of this document (using sources
believed to be reliable and accurate), no person, including SIRA Group Pty Ltd, accepts
responsibility for any loss suffered by any person arising from reliance on this
information.
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Key Issues

The US slowdown

Europe still sluggish
Emerging markets in strife
A US bear market?

Have commods bottomed?
Australia to slow

All Ords metrics

SIRAGROUP @




SIRAGROUP @

The big boys

BEU22.7%

mUS 21.3%

m China 14%

M Japan 6.6%

M India 4.6%

M Russia 3.2%

M Brazil 2.8%

" Mexico 2.1%
Canada 2%

mSKoreal9%
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US slowdown spreading
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US econ slowing

US DIFFUSION INDEX & GDP

ALL ECONOMY DIFFUSION INDEX PLOTTED WITH 5 MONTH LAG
GDP SHOWN AS YEAR-ON-YEAR % CHANGE; SHADING SHIOWS US RECESSIONS
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But not yet recession

SHADING SHOWS US RECESSIONS
PAYROLLS LEAD AT THE CYCLICAL PEAK, BUT NOT AT THE TROUGH
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nflation is rising

US CORE CPI & WAGE INFLATION

SHADING SHOWS PERIODS OF RISING FED FUNDS RATE
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Wall St EPS growth weak

YEAR-ON-YEAR % CHANGES
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Market cheap rel to bonds

US GDP/BONDS & THE MARKET

INDICES,1990 = 100

Tech boom

First oil
shock
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Market technicals poor

S&P500 Ty
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Bond yields suggest slowdown
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\World Discount Rate & Bond Yield |
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Euro GDP now well past prev high

Euro GDP level
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But PMI weakening

Euro zone IP
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And Euro has stabilised

DOLLAR/EURO
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China PMI weak

CHINA PMI
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... but broader economy better

CHINA DIFFUSION & COINCIDING INDICES
SMOOTHED & PLOTTED WITH 7 MONTH LAG
100 COINCIDING INDEX SHOWN AS YOY % CHANGE — CHINA -DIFF INDEX 18
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China leading index positive, coinc turning up

CHINA - LEADING, COINC INDICES
YOY % CHANGES
LEADING INDEX LAGGED 6 MONTHS
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Shift to services

CHINA: SECTORAL GDP GROWTH

NOMINAL; SEASONALLY ADJUSTED

SIRAGROUP @

— SERVICES
= SECONDARY INDUSTRY
= PRIMARY INDUSTRY

——(CHINGDPSECT)

05 06 07 08 09 10 11 12 13 14

16

17th March, 2016

Professional Development

19



SIRAGROUP @
Chinese imports starting to pick up

CHINA == IMPORTS & COINC INDEX
YEAR-ON-YEAR % CHANGES
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... but Chinese exports slumping

YEAR ON YEAR % CHANGES
CHINA EXPORTS SEAS ADJUSTED BY SIRA GROUP; WORLD IP CALCULATED BY SIRA GROUP
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Weakening Yuan
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China may be lifting commods
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... hence odd rally in AS?

A$ & COMMODITIES

'ECONOMIST ALL ITEMS US$ INDEX SPLICED TO GOLDMAN SACHS INDEX
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AS technicals positive

A$ VS 60 DAY MOMENTUM
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China coal imports still falling

CHINA COAL IMPORTS
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OIL PRICE VS 60 DAY MOMENTUM
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Gold has bottomed

GOLD PRICE VS 60 DAY MOMENTUM
1700 20
[
1600 - 15
1500 - 10
5
1400 -
0
1300 - W
-5
1200 - -10
-15
1100 -
GOLD PRICE -20
60 DAY RATE OF CHANGE - Rt Hd
25 DAY MOVING AVG
1000 L+ (GOLDMOM)_+ ¢ v ¢ v v v 0 v oy |25
13 14 15 16
JFMAMJJASONDIJFMAMJIJASONDIJFMAMIJIIJASONDIJFMAMIJASOND

17th March, 2016 Professional Development 29



Iron ore bottoming?
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Australian econ to slow from Q4 high
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AUSTRALIAN DIFFUSION INDEX & GDP

SHADING SHOWS AU RECESSIONS
SIRA DIFFUSION INDICATOR ADVANCED 6 MONTHS
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SIRA leading index rolls over

AUSTRALIA LEADING AND COINCIDING INDICES

CALCULATED BY SIRA GROUP; LEADING INDEX LAGGED BY 5 MONTHS
SHADING SHOWS AU RECESSIONS
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Unemployment rate falling?
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Job ads peaking?

ANZ JOB ADS VS SIRA COINCIDING INDEX; YOY % CHANGES
SHADING SHOWS PERIODS OF AU RECESSION
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5.0

AU Inflation Measures
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Indstrial earnings to recover ... for now

AU MKT EPS VS COINCIDING INDEX
YOY % CHANGES
COINCIDING INDEX SHIFTED FORWARD 6 MONTHS
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Cash rate on hold — for now

AU CASH RATES & THE CYCLE
SHADING SHOWS PERIODS OF AU RECESSION
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Mkt extraordinarily cheap

AUSTRALIA: DIVIDEND YIELD LESS 90 DAY DEPOSIT RATE
DIVIDEND YIELD BEFORE FRANKING CREDITS
SHADING SHOWS AUSTRALIAN BEAR MARKETS
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But Australia usually follows US
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Summary

AU economy likely to slow from here
Cash rate on hold, for now

Bonds likely to move in trading range
Industrial EPS should move back into +ve
US Market likely to struggle




