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Company Profits

Good Times for Businesses

e Gross company operating profits jumped 5.9% in the March quarter, the strongest quarterly
increase in over a year. The strength in profit growth corresponds with elevated business
conditions and is indicative of how the business sector has become one of the key positives for
the Australian economy.

e A 10.9% surge in mining profits drove overall profit growth higher in the quarter. A recovery in
exports in the March quarter, after shipments were hampered previously, and a surge in
commodity prices, helped miners. Non-mining sectors also performed well, with profits growing
3.4% in the quarter.

e Wages & salaries rose a moderate 0.8% in the March quarter, but it was the softest quarterly
increase in a year.

e Inventories rose 0.7% in the March quarter, and are likely to make a small contribution to GDP
growth in the March quarter.

e Strong company profits and the larger-than-expected contribution to economic growth from
inventories suggest upside risk to our GDP forecast of 0.9% growth in the March quarter, and
2.8% in the year. We will receive government spending and net exports tomorrow, before
finalising our GDP forecast for Wednesday.
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Gross Company Operating Profits

Gross company operating profits jumped 5.9% in the March quarter, the strongest quarterly
increase in over a year. It exceeded consensus and our forecast for a 3.0% increase. The strength
in profit growth corresponds with elevated business conditions, and is indicative of how the
business sector has become one of the key positives for the Australian economy.

Annual growth edged up from 4.3% in the December quarter to 5.8% in the March quarter.

A 10.9% surge in mining profits drove overall profit growth higher in the quarter. Mining profits
comprised of 34% of profits over the year to March. A recovery in exports in the March quarter
after shipments were hampered previously, and a surge in commodity prices, helped miners.

Non-mining sectors also performed well, with profits growing 3.4% in the quarter. Sectors with
strong profit growth included arts & recreation services (18.9%), administration & support services
(13.6%), electricity, gas, water & waste (11.9%) and construction (10.1%).

Profits fell in the March quarter in financial & insurance services (-14.4%), accommodation & food
(-5.3%) and wholesale trade (-4.6%).

Wages

The wages & salaries component of the business indicators rose a moderate 0.8% in the March
qguarter, but it was the softest quarterly increase in a year.

Nonetheless, thanks to stronger outcomes over 2017, the annual growth rate picked up from 4.4%
in the December quarter to 5.1% in the March quarter. It was the strongest annual growth in
nearly six years. The strength of the labour market, particularly over last year, has provided
support to overall growth in incomes.

Inventories

Inventories rose 0.7% in the March quarter, against the market expectations for a flat result. We
had expected a small detraction. Inventories are likely to make a small contribution to GDP growth
in the March quarter.

In the March quarter, restocking was driven by electricity, gas water & waste (4.1%), and
wholesale trade (3.5%).

GDP Forecasts

Strong company profits and the larger-than-expected contribution to economic growth from
inventories suggest upside risk to our GDP forecast of 0.9% growth in the March quarter, and 2.8%
in the year. We will receive government spending and net exports tomorrow, before finalising our
GDP forecast for Wednesday.
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The Detail

The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change.
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or
transmitted without the written consent of Bank of Melbourne.

Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141
AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified.
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