Economics@=X =S

29 December 2004

An initial assessment of the economic loss from the
tsunamis that struck East and South Asia in December

The magnitude of the disaster that struck East and
South Asia on 26 December has become apparent
over the past 24 hours, but it will still be some
time before the full scale of the disaster in terms of
loss of life is known and much longer before a
thorough assessment of the economic impact can
be made.

It is already clear that large-scale loss of life has
devastated many local communities. Without
trivializing those losses, the fact that these
communities in most cases represent a very small
proportion of the populations of the more severely-
affected countries (such as India and Indonesia)
means that the overall economic impact in national
terms is likely to be relatively small.

In assessing the overall economic impact it is
important to distinguish between the loss of
productive capacity due to loss of life that will
severely affect local communities that are heavily
dependent on fishing and farming, the damage to
housing and communal health and education
facilities; and the damage to industrial facilities,
infrastructure (roads, ports, communications, etc.)
and also the impact on tourism.

Costs of recent disasters

Disaster Year | Confirmed | Damage
dead (US$bn)
Asian Tsunamis | 2004 68000+ na
Bam 2003 31000 na
earthquake
US terrorist 2001 3000 27
attacks
Kobe 1995 5000 132
earthquake
Hurricane 1992 50 30
Andrew

It is clear from the table above that there is no
clear correlation between the magnitude of
disasters in terms of loss of life suffered and the
damage in financial terms.

Initial reports suggest that there has been no
serious damage to major industrial facilities, such
as the Arun LNG plant in Aceh, or to ports.

Tourism is important for many of the economies
affected. Tourism is of a broadly similar order of
magnitude as a share of GDP in Indonesia and
Thailand, but in assessing economic damage from
this disaster to tourism it is also important to
identify where the damage has actually occurred.

In Indonesia there has been large-scale loss of life
and material damage in Aceh, which is not a tourist
destination, while in Thailand the damage has been
to the leading resort of Phuket and surrounding
areas. It is also important to distinguish between
the immediate impact - whether tourists still want
to travel and resorts are able to accommodate
them - and the longer-term impact on their appeal
as travel destinations.

Tourism and travel accounts for a massive
proportion (over 70% of GDP) of a small economy
such as the Maldives.

Leaders of countries that have suffered serious loss
of life have been quick to pledge that financial
assistance will be made available quickly to
affected communities. The fiscal situation of the
affected countries varies significantly (see chart).
This is unlikely to be a major constraint on getting
emergency assistance to affected communities in
the short-term, but could be significant in
rebuilding efforts over the longer term, particularly
for countries such as Sri Lanka, which are
burdened by large fiscal deficits and deep-seated
ethnic hostilities and divisions.

Fiscal Balances
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International relief efforts involving the UN, World
Bank, IMF, national governments and aid
organisations are likely to be large-scale and
quickly forthcoming. While there are clearly major
logistical difficulties to be overcome in directing aid
efforts across such a wide area and in so many
countries, these immediate practical difficulties
should not be confused with the scale of the
assistance that will be made available, which is
likely to be substantial. The immediate task is on
locating missing people, treating the injured, and
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preventing the spread of disease. Over coming
weeks, rebuilding efforts will begin.

The stock market in Sri Lanka fell by 4.3% when it
reopened after Christmas. There has been a
muted response in other markets (a small fall in
Thailand, small gains in India and Indonesia) so
the broader wealth effect, beyond the communities
that have been devastated, appears likely to be
limited based on the initial response of local stock
markets.

The economic outlook immediately before the
disaster in most of the affected countries was
reasonably positive. Real GDP growth was not
expected to be quite as strong in 2005 as 2004 in
most countries (Indonesia and Sri Lanka are
exceptions), but the outlook could still be judged
as quite favourable.

In measuring economic activity, it is also important
to remember that damage to buildings and
infrastructure is not counted as a negative - but
reconstruction activity is recorded as a positive.

Economic growth in affected countries*

% change 2003 2004f 2005f
India 7.0 7.0 6.3
Indonesia 4.2 5.0 5.5
Sri Lanka 5.9 5.5 6.0
Thailand 6.9 5.9 5.2

* ANZ Bank forecasts before the disaster

Barry Coulthurst
(61-3) 9273 5417
coulthub@anz.com

29 December 2004

ANZ COUNTRY BRIEF




ANZ is represented in:

AUSTRALIA by:

Australia and New Zealand Banking Group Limited ABN
11 005 357 522

10th Floor 100 Queen Street, Melbourne 3000, Australia
Telephone +61 3 9273 6224 Fax +61 3 9273 5711

UNITED KINGDOM by:

Australia and New Zealand Banking Group Limited

ABN 11 005 357 522

Minerva House, PO Box 7, Montague Close, London, SE1
9DH, United Kingdom

Telephone +44 20 7378 2121 Fax +44 20 7378 2378

UNITED STATES OF AMERICA by:

ANZ Securities, Inc. (Member of NASD and SIPC)
6th Floor 1177 Avenue of the Americas

New York, NY 10036, United States of America
Tel: +1 2128019160 Fax: +1 212 8019163

NEW ZEALAND by:

ANZ National Bank Limited

Level 7, 1-9 Victoria Street, Wellington, New Zealand
Telephone +64 4 802 2000

In Australia and the UK, ANZ Investment Bank is a
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holds an Australian Financial Services licence no. 234527
and is authorised in the UK by the Financial Services
Authority ("FSA”). In New Zealand, ANZ Investment
Bank is a business name of ANZ National Bank Limited
WN / 035976 ("ANZ NZ").

This document is being distributed in the United States by
ANZ Securities, Inc. ("ANZ S”) (an affiliated company of
ANZ Bank), which accepts responsibility for its content.
Further information on any securities referred to herein
may be obtained from ANZ S upon request. Any US
person(s) receiving this document and wishing to effect
transactions in any securities referred to herein should
contact ANZ S, not its affiliates.

This document is being distributed in the United Kingdom
by ANZ Bank for the information of its market
counterparties and intermediate customers only. It is not
intended for and must not be distributed to private
customers. In the UK, ANZ Bank is regulated by the FSA.
Nothing here excludes or restricts any duty or liability to
a customer which ANZ Bank may have under the UK
Financial Services and Markets Act 2000 or under the
regulatory system as defined in the Rules of the FSA.

This document is issued on the basis that it is only
for the information of the particular person to
whom it is provided. This document may not be
reproduced, distributed or published by any

recipient for any purpose. This document does not
take into account your personal needs and financial
circumstances. Under no circumstances is this
document to be used or considered as an offer to
sell, or a solicitation of an offer to buy.

In addition, from time to time ANZ Bank, ANZ NZ,
ANZ S, their affiliated companies, or their
respective associates and employees may have an
interest in any financial products (as defined by the
Australian Corporations Act 2001), securities or
other investments, directly or indirectly the subject
of this document (and may receive commissions or
other remuneration in relation to the sale of such
financial products, securities or other investments),
or may perform services for, or solicit business
from, any company the subject of this document.
If you have been referred to ANZ Bank, ANZ NZ,
ANZ S or their affiliated companies by any person,
that person may receive a benefit in respect of any
transactions effected on your behalf, details of
which will be available upon request.

The information herein has been obtained from,
and any opinions herein are based upon, sources
believed reliable. The views expressed in this
document accurately reflect the author’s personal
views, including those about any and all of the
securities and issuers referred to herein. The
author however makes no representation as to its
accuracy or completeness and the information
should not be relied upon as such. All opinions and
estimates herein reflect the author’s judgement on
the date of this document and are subject to
change without notice. No part of the author's
compensation was, is or will directly or indirectly
relate to specific recommendations or views
expressed about any securities or issuers in this
document. ANZ Bank, ANZ NZ, ANZ S, their
affiliated companies, their respective directors,
officers, and employees disclaim any responsibility,
and shall not be liable, for any loss, damage,
claim, liability, proceedings, cost or expense
(“Liability”) arising directly or indirectly (and
whether in tort (including negligence), contract,
equity or otherwise) out of or in connection with
the contents of and/or any omissions from this
communication except where a Liability is made
non-excludable by legislation.

Where the recipient of this publication conducts a
business, the provisions of the Consumer
Guarantees Act 1993 (NZ) shall not apply.

For further information, please email
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