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China takes the driver’s seat

Contributions to global growth

Percentage
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History reverts

Selected economies' share of global output (%)

90 - Source: Maddison, GGDC, IMF

1 1600 1870 1938 1956 1959 1970 1985 2000 2003 2006

BChina HEIndia [OWestern Europe  OUnited States l Australia

ACCESS
] ECONOMICS

H Japan




500

As productivity miracle moves on

Productivity relative to global GDP per capita (World average=100.0)

Source: Maddison, GGDC, IMF
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Benefiting Australia as well as

the developing world
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The story of 2007 Is China’s acceleration

more than it Is about the US slowdown
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Commodity demand
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So commodity demand continues to leap ...

Aluminium consumption per head versus real income per head
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... and leap

1000 - Steel consumption per head versus real income per head
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There I1s a boom in both demand and price

= = World GDP growth (LHS)

Growth in the 'real' price of metals (RHS)
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Sparking a (related) lift in profits and the $A
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The long term impact of increased

guantities of resource sales Is great for Australia

change on year earlier
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Hence output (volume) growth —

as mining takes the baton from construction
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With the ‘sun belt’ dominant

5% - Average annual GSP growth, 2006-07 to 2010-11
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... the price impact of this cycle

Is already long-lived
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But there are commodity price risks

If supply (eventually ...) catches up
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Or would be, If you trusted forecasters
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Supply Is still struggling to catch up

6.5% - Mining output as a share of the economy
Forecast
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Because new supply takes a long time

Average times taken for prices to
mean revert from a peak (years)

Source: Rio Tinto,
Commonwealth Bank
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e Australia Is riding high, in part because the
global Industrial Revolution is spreading.

« That Is repeating a pattern seen before,
with more to come.

 Global mineral demand is likely to
advance for decades.

« And supply will advance in response to
those global trends.
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That has handed Australia

considerable wealth

change on The price-driven component of growth
year earlier
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Indigenous challenge Is to convert probably

temporary prices into permanent prosperity

* Australia has a clear comparative advantage In
mining & resources — we are the world’s best
supplier of industrial inputs to Asia.

 The success of the mining sector has long been
tied to economic development in Asia.

* The past and future opportunities are marked by
strong growth Iin key markets for our resource
exports. China and India are the 3" wave.

 Butthe iron triangle says prices won't last.

* Indigenous challenge Is to convert what may well
be temporary prices into permanent prosperity.
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Participation — can do better ...
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Unemployment too
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Training Is worth It

RELATIVE EARNINGS FOR WORKERS AGED 25-64 BY LEVEL OF EDUCATION -
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As Is evident In unemployment

Rate (%0) .
Unemployment rates by level of education - 2001
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And In participation

% Participation rates by skill level
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While every effort has been made to ensure the accuracy of this document, the uncertain nature of economic
data, forecasting and analysis means that Access Economics Pty Limited is unable to make any warranties in
relation to the information contained herein. Access Economics Pty Limited, its employees and agents
disclaim liability for any loss or damage which may arise as a consequence of any person relying on the
information contained in this document.
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