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Australia: Relative Macro and Policy Resilience

Growth Buffers

e In Australia, firm Q4 GDP growth with recovery in household savings ratio and robust domestic labour
market provided sufficient relief for the RBA to embark on pre-emptive rate hikes in the face of upside inflation
risks.

e Specifically, average monthly employment gains at 31K in Q1 2025 is in line with the recent trend and the
ongoing data center! construction will allow firm downstream hiring in the professional and technical services
roles to offset against strains from cautious services sector employment facing supply chain disruptions. To be
clear, the Al led development remain capital intensive in nature rather than igniting hiring boom.

e Furthermore, there is some relief from a recovery of the household savings ratio would also serve to buffer
against the on-going energy price shock mitigating outright deterioration in consumption growth.

Bumpy Inflation Path

o Highly volatile inflation is already widely expected with sharp surge in March on the rising fuel prices while
April and May headline CPI may see a slight moderation on their excise tax cuts.

e Specifically, a 20-30% increase in diesel and petrol prices for March would impose a direct 0.7%-0.8% point
addition to headline inflation in March while a 0.1-0.2% reduction over April and May is likely.

e The subsequent dis-inflation may be less evident on aggregate as indirect passthrough takes hold.

¢ On a similar note, rising jet fuel costs and higher airfares will also have to contend with subsequent promotions
in discounted airfares to boost domestic flight demand.

e The trouble is that such policy or promotion induced moderation provides inconvenient policy optics and room to
mis-read disinflation. This is especially so as a broad range of farm products are likely to be affected by higher
input costs with prices of feed and fertilisers soaring.

Inconvenient Policy Implications

e Consequently, we retain our base case for two more rate hikes by the RBA in 2026 as they contemplate the
duration of delay of inflation back towards the mid-point of their target range.

¢ While the pre-emptive nature of the rate hike in March ought to pare down the odds of a hike in May, the supply
side disruptions and to some extent destruction (such as flight cancellations) would also imply that the case that
the RBA’s excess demand assessment remains well intact.

e As such, the pre-emptive hike in March while justified provides an inconvenient hurdle in April with the
RBA requiring an assessment of whether the March CPI print was within their expectations or whether upside
inflation risks have worsened.

e Beyond the April decision, rate hike following policy induced dis-inflation would require finesse in policy
communications even for an optimal policy decision with a discernible inflation skew in the balance of risks.

Buoyant AUD

e Looking ahead, the expiration of these excise tax cuts in June would then induce another bout of headline inflation
upside and buoy front end rates. In any case, any extension of such tax cuts on unrelenting oil prices would invite
budgetary woes and similarly bolster front end rates.

* Nonetheless, for the AUD, the relative fiscal position even with a wider deficit due to the excise tax cut
remains in a far stronger position relative to regional peers. (See Mizuho Brief: EM-Asia Fiscal Fallout: Black

1 Data center construction is classified as building of non-residential commercial buildings: others by the ABS.
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Gold, Red Ink, 26 March). Al-led and war induced commaodity demand would also ensure that the current account
surplus remain healthy to backstop the AUD.

e That said, the high beta nature of the AUD implies that should the risk off sentiments around the Al developments
overwhelm and conspire with energy price spikes, period of outsized AUD weakness on the cards as evidence
by the slump in the second half of March.

e Allin, the AUD is expected to retain its outperformance on the back of diversify America tailwinds though wobbly
sentiments may provide the occasional setback.
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Q4 25 Q1 26 Q2 26 Q3 26 Q4 26 Q127 Qz2 27
GDP Forecast (% YoY) 2.6 2.5 2.1 1.9 1.4 1.8 1.8
Inflation (% YoY) 36 38 4.5 37 3.4 3.4 3.0
0.642-0.673|0.663-0.7187 0.681-0.73 [0.681-0.727| 0.67-0.733 | 0.67-0.738 | 0.66-0.738
AUD/USD 0.667 0.650 0.706 0.715 0.719 0.729 0727
RBA Policy Rate (%) 3.60% 4.10% 4.35% 4.60% 4.60% 4.60% 4.60%

Mote: For FX forecasts, level in parentheses pertains to period end forecasts: and the period’s range precedes this.
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THIS DOCUMENT IS NOT A RESEARCH REPORT AND IS NOT INTENDED AS SUCH.
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Mizuho makes no representation or warranty of any kind, express, implied or statutory, regarding, but not limited to, the accuracy of this document or the completeness of any information
contained or referred to in this document. Mizuho accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential
loss or damage) arising from or in connection with any person’s use or reliance of this document or the information contained in this document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events. Any opinions,
projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the document and are subject to change
without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be made regarding the projections and forecasts of future
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This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded and treated as
strictly confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute this document to any other persons
without the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction may be effected only in accordance with all applicable laws
and regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.

Mizuho, its connected companies, employees or clients may at any time, to the extent permitted by applicable law and/or regulation, take the other side of any order by you, enter into
transactions contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any securities mentioned herein or
derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or financial instruments referred therein. Accordingly, Mizuho, its
connected companies or employees may have a conflict of interest that could affect the objectivity of this document. This document has been prepared by employees who may interact with
Mizuho's trading desks, sales and other related personnel when forming the views and contents contained within.

Financial instruments may not be for sale to all categories of investors.

There are risks associated with the financial instruments and transactions referred to in this document. Investors should not rely on any contents of this document in making any investment
decisions and should consult their own financial, legal, accounting and tax advisors about the risks, the appropriate tools to analyse an investment and the suitability of an investment in
their particular circumstances. Mizuho is not responsible for assessing the suitability of any investment. Investment decisions and the responsibility for any investments are the sole
responsibility of the investor. Neither Mizuho nor of its directors, employees or agents accepts any liability whatsoever with respect to the use of this document or its contents.

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY. YOU ARE ADVISED TO EXERCISE CAUTION IN
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jurisdiction where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose possession this document comes
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COUNTRY SPECIFIC DISTRIBUTION INFORMATION

Australia: This document is intended only for persons who are sophisticated or professional investors for the purposes of section 708 of the Corporation Act 2001 (Cth) of Australia

(“Corporations Act”), or “wholesale clients” for the purpose of section 761G of the Corporations Act. It is not intended for and should not be passed on, directly or indirectly, to other
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603425912) and Mizuho Securities (Singapore) Pte. Ltd. (ARBN 132105545) are registered foreign companies in Australia and are each exempt from the requirement to hold an AFSL
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Costa Rica: Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual
circumstances or otherwise constitutes a personal recommendation. This document is published solely for information purposes, it does not constitute an advertisement and is not to be
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