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Key points

Motorcycle registrations and new sales have been growing strongly,
but with some significant variations across States and Territories;

The motorcycle market is segmented into purchases for sport and
recreation (e.g. off road and luxury models) or for transport and
utility (e.g. motor scooters, standard road bikes and farm bikes);

A positive outlook for household incomes and employment (good for
the recreational motorcycle market), together with continuing high
petrol prices (good for the transport motorcycle market), augur well
for further motorcycle sales growth in the short to medium term.

The motorcycle market

The motorcycle market comprises the following broad categories:

Registered road bikes including motor scooters, super sport,
touring, adventure touring and cruiser bikes, which are purchased
for recreation (e.g. weekend touring) and/or transport;

Registered and unregistered off-road bikes including mini, enduro,
trail, motocross, farm and 4 wheeler (ATV) bikes. With the
exception of working farm bikes, these models are purchased
almost exclusively for recreation and sports racing purposes. Some
off-road models can also be registered for on-road use.

In terms of market share, motor scooters have about 10% (up
dramatically from a negligible share a decade ago), road bikes have 24%,
off-road bikes have 36%, mini-bikes (for under-age riders) have 14% and
farm bikes (2 or 4 wheel agricultural bikes) have 16% of the market.

There are currently around 420,000 motorbikes registered for road use in
Australia. The FCAIl estimates there is also a similar number of
unregistered (mainly off-road) motorbikes in use around the country.
Unregistered motorcycles cannot be ridden on public roads. A small
number of additional vintage and collector motorcycles are registered on
‘club plates’, which allow them to be ridden on-road only on designated
club function days (such as ‘show and shine’, club weekends, day trips or
similar events) and for maintenance purposes by club members.

Motorcycle licences are issued separately and additional to car licences.
They have different requirements and restrictions in each state (e.g. in
Victoria, P-plate riders cannot ride motorbikes over a certain engine size).
There are an estimated 1.3mn licensed riders in Australia — far more than
the number of registered motorcycles. Pillion passengers and off-road
riders do not require a licence, but many off-road riders obtain one
anyway as part of their rider training and for on-road convenience.

Most motorcycles are purchased for private use (transport and/or
recreation) but significant numbers are also sold to governments for use
in areas such as postal, police, defence, security and rescue services. A
small number of private businesses use motorcycles for local deliveries.
Motorcycle sales are handled by a national retail network of around 750
specialist franchise dealers, plus numerous second-hand dealers.
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Recent trends

Historically, motorcycles have been less popular in
Australia than in Europe or parts of the US, due to
factors such as urban design, incomes, longer
average driving distances, the huge popularity (and
affordability) of cars, and perceptions of poor road
safety outcomes for motorcycles relative to cars.

In the last five years however, motorcycle
registrations and sales have increased rapidly. In
2005, total motorcycle registrations grew by 6.5%.
This came on top of 5.0% growth in 2004 and 5.7%
in 2002. Growth rates for the stock of unregistered
(mainly off-road) motorcycles are not available, but
sales data and anecdotal evidence indicate they are
growing at a similar (or only slightly lower) rate.

Registrations by state and territory show some
interesting disparities. All states and territories have
seen an increase in motorcycle registrations per
capita over the last decade, except the NT, which
has gone from the highest rate in 1996 (22 per
1,000 people) to equal lowest in 2005 (17 per 1,000
people). NSW has consistently had the fewest
registrations per capita, probably due to the urban
density and design of Sydney. Reflecting their warm
climates and newfound wealth, WA now has the
highest rate of registrations (26 per 1,000 people),
with QId not far behind. Registrations are also above
the national average of 21 per 1,000 people in the
ACT, probably due to the wide roads, lack of traffic
congestion and high average incomes in Canberra.

The average age of registered motorcycles has
declined over the last decade, from a national
average of 10.2 years in 1997 to 9.6 years in 2005.
While average ages have come down in all states
and territories, it remains highest in WA (11.7 years
in 2005) and lowest in the NT (8.2 years in 2005).

Sales of new motorcycles grew spectacularly in H1
2006 — 20% higher than the same period of 2005.
Growth in new road bike sales was particularly
strong, at 31.5% (see table). By comparison, the
only categories of new passenger cars that saw
similar growth rates in H1 2006 were small and light
cars, which have similarly benefited from the effect
of rising fuel prices. Small car sales growth
however, has been at the expense of large
passenger cars. As a result, sales of new passenger
cars as a whole category declined by 3.1% in H1
2006 relative to H1 20052

Recent new motorcycle sales, H1 (January-June)

ATVs (4 wheelers) 7,389 8,713 17.9

Off road 18,372 20,228 10.1

Road 17,825 23,438 31.5

Total 43,586 52,379 20.2
Source: FCAI

! See Economics@ANZ, Motor Vehicle Outlook, Aug 2006.

Page 2



Economics@ANZ

Motorcycle sales in Australia - 31 August 2006

Unemployment and wages growth
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Outlook

The factors underlying Australia’s recent motorcycle
sales and registration growth have included:

* Healthy employment and wages growth, with
national unemployment currently at a 30-year
low of 4.8% and Average Weekly Ordinary Time
Earnings (AWOTE) growing by 5.5% in 2005 and
an expected 4.1% in 2006;

* Demographic  trends  which are seeing
progressively larger waves of baby boomers
move into a lifecycle stage (in terms of age,
income, lifestyle and family responsibilities) that
is more conducive to getting out of the family
sedan and back on a bike. Anecdotal evidence
indicates that many people who rode motorcycles
in their youth return to them later in life;

* Related to this demographic trend, the ‘sea
change’ and ‘tree change’ phenomenon (more
people moving b regional coast and hinterland
locations) means more people are living in areas
that are conducive to and/or attractive for
motorcycle riding (relative to the traditional
Australian suburbs anyway);

* a relatively strong Australian dollar, which has
helped make new imported motorcycles more
affordable;

* national major road infrastructure projects that
are upgrading urban and regional roads, making
more of them more attractive and/or accessible
for motorcycle riders;

e sustained rises in petrol prices, which are
predisposing more Australians to choose smaller,
more fuel-efficient motor vehicles, to the benefit
of small cars and transport-oriented motorcycles.

In the short term (to the end of 2006), all of these
influences on motorcycle sales levels will remain in
place. In the medium term (2007), the only change
to this list is likely to be Australia’s exchange rate,
which can be expected to dip as the commodities
price boom comes off the boil and Australia’s terms
of trade ease back. The recent narrowing of interest
rate differentials between Australia and the US will
also affect the Australian dollar. Household income
growth, demographics, fuel prices and road
infrastructure developments should see motorcycles
(and especially road bikes) continue to grow in
popularity for recreation and transport.

Data sources and references
Australian Bureau of Statistics (ABS)
Federal Chamber of Automotive Industries (FCAI)

Motorcycle Riders Association of Australia (MRAA)
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Important Notice

Australia and New Zealand Banking Group Limited is represented in:
AUSTRALIA by

Australia and New Zealand Banking Group Limited ABN 11005 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: +1 212 801 9160 Fax: +1 212 801 9163

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 business name of Australia and New Zealand Banking Group
Limited, ABN 11 005 357 522 (“ANZ Bank”), which 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. (“ANZSI1”) (an affiliated company
of ANZ Bank), which accepts responsibility for its content. Further information on any securities referred to
herein may be obtained from ANZSI upon request. Any US person(s) receiving this document and wishing to
effect transactions in any securities referred to herein should contact ANZSI, 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, ANZSI, 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, ANZSI 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. The author’s compensation will, be based upon,
among other factors, the overall profitability of ANZ, including profits from investment banking revenues.

ANZ Bank, ANZ NZ, ANZSI, 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.
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