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Issuer Name

National Australia
Bank Limited
Security Name

NAB Capital Notes
5

Security Recommendation

Subscribe

Security Risk

Upper Medium

Issuer Outlook

Improving Stable Deteriorating

Key Characteristics

Product Type Capital Note

Outstanding
Amount*

$750,000,000.00

Par Value $100.00

Fixed/Floating Floating

Payment
Frequency

Quarterly

Current
Distribution**

[3.52%-3.72%]

Issue Margin /
Coupon

[3.50%-3.70%]

Franking Credits
Incl.

Yes

ASX Listed
Yes (ASX Code:

NABPH)

Convertible Yes

GICS Sector Banks

Issue Price $100.00

Accrued $0.00

Capital Price $100.00

Running Yield** [3.52%-3.72%]

Yield to Call*** [4.05%-4.25%]

Issue Margin [3.50%-3.70%]

Optional Call Date 17 December 2027

Scheduled
Conversion Date

17 December 2029

Next Ex-Date [TBC]

Next Payment
Date

17 March 2021

Next Cash
Distribution

[TBC]

* Subject to change. ** Based on issue margin plus 90-Day BBSW of 0.02%. ***Based on issue margin of [3.50]%, an interpolated swap to call rate of
0.55% and an expected call date of 17 December 2027.

Summary

On 16 November 2020, National Australia Bank (ASX: NAB) launched an offer for NAB Capital Notes 5 (ASX: NABPH), to raise
$750 million, with the ability to raise more or less. The offer is accompanied by a Reinvestment Offer for holders of NAB
Convertible Preference Shares II (ASX: NABPB), which have been called (first call date 17 December 2020). The purpose of the
transaction is to raise regulatory capital (Additional Tier 1) for NAB with the proceeds intended for general business
purposes. These securities are structured as unsecured, subordinated, perpetual, convertible notes. Distributions are
expected to be discretionary, non-cumulative, floating rate, fully franked, and paid on a quarterly basis in arrears until
converted or redeemed. The margin is guided at 3.50% to 3.70% p.a. above 90-day BBSW.

This security has no fixed maturity date but is scheduled for mandatory conversion into NAB ordinary shares on 17
December 2029, or later, when conversion conditions have been satisfied. At the Issuer’s discretion, and subject to approval
by APRA, NAB can redeem or resell the Notes for cash at face value or convert the Notes into NAB ordinary shares on 17
December 2027, subject to conversion conditions. The Notes may also be redeemed subject to APRA approval, resold or
converted into NAB ordinary shares if a Tax or Regulatory Event occurs, subject to conversion conditions. The Notes will
convert into NAB ordinary shares following an Acquisition Event, subject to conversion conditions. As this security meets
capital instrument eligibility criteria under Basel III, it also contains the loss absorbing terms and conditions known in the
documentation as Capital Trigger or Non-Viability Trigger Events. The security therefore qualifies as Additional Tier 1 capital.
Upon the occurrence of either of these events this security will be automatically converted into NAB ordinary shares without
the protection of conversion conditions. If conversion cannot occur for any reason, the Notes will be written off and all
Holders' rights terminated.

Figure 1: Capital Structure1
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Security Recommendation - Subscribe  as at 13 November 2020

The NAB FY20 result was weighed down by COVID-19 related impacts and a number of large notable items of its own doing
that had been already been flagged. Looking through the messy headline numbers, the underlying performance was mixed in
challenging operating conditions. Overall, we view the result as neutral from a credit perspective given the stronger capital
position and further increase in loss provisions.

Our valuation assumptions for this security are based on redemption at first call (17 December 2027) and all distributions
being made in full in a timely manner. If this security is not called on the first call date, or a distribution payment is missed,
the price of the security would likely fall. We do not anticipate this happening.

The security contains loss absorption triggers such as a Capital Trigger and Non-Viability Events via conversion/write off, that
are standard across Basel III AT1 securities and make them equity-like. If these events are triggered, they are likely to cause a
significant capital loss to the investor. We consider the probability of such an event to be reasonably remote given NAB’s
sound capital position. Nonetheless, it is a risk investors need to understand.

The big four major banks are frequent issuers of listed AT1 securities and have a long history of issuance. The last major bank
AT1 launched was by Westpac (ASX: WBC) in early November 2020 - Westpac Capital Notes 7 (ASX: WBCPJ), which raised
about $1.4 billion at an issue margin of 3.40%. NAB has four listed AT1 securities on issue (NABHA, NABPB, NABPD, NABPF)
and two unlisted (NAB Wholesale Capital Notes and Notes II).

We expect a new issuance premium on primary issues to cover near-term market risks. While some near-term risks have
dissipated, global markets remain in a relatively high state of flux. US election risks are largely gone, despite some lingering
uncertainty from legal challenges until the 8 December deadline for resolving election disputes. More concerningly, COVID-19
cases are surging in the Northern Hemisphere and while early signs from certain vaccine trials are encouraging, there
remains a long way to go before approval and a roll out of a vaccine occurs. Additionally, there is supply side pressure from
expectations of a busy AT1 transaction pipeline over 2020/21 based on call dates of securities on issue. Four listed AT1 issues
have already been launched over the past month, dropping about $400 million of net new AT1 supply into the market.
Although it should be highlighted this has been met with very strong demand.

Current pricing indicates the bottom of the 3.50%-3.70% indicative range, a 3.50% issue margin is a circa 20 basis point
premium to the closest listed comparable security. This security is the CBA PERLS XII (ASX: CBAPI), which has a first call date
on 20 April 2027. NABPH is also priced 10 basis points above the recently launched Note by WBC. Compared to the NAB and
broader big four (B4) major bank AT1 curves, NABPH is priced at a modest discount. However, it is worth noting these curves
are being skewed higher by the NAB’s two wholesale AT1 Notes, especially the longer-dated NAB Wholesale Capital Notes that
have a first call date on 12 December 2029. Justifiably, these wholesale Notes trade at a premium given they are long-dated,
unlisted and relatively illiquid.

It is also important to note that one of the advantages of buying through the primary market is the availability of liquidity at a
known price. The secondary market for AT1 securities can be notoriously illiquid, often resulting in a lack of price and
volume certainty.

On balance, we consider the margin at the bottom of the guided range to be fair and reasonable. We recommend investors
Subscribe.

The NABPH Offer comprises a Reinvestment Offer for holders of NABPB, Securityholder Offer, Broker Firm Offer and
Institutional Offer. The margin is expected to be announced on 23 November following completion of the bookbuild. All
Offers except the Institutional Offer are expected to open on 24 November with the expected closing date on 11 December.
Institutions bid during the bookbuild process, which commences on 16 November.

NABPB holders essentially have three options:

• Reinvest some or all NABPB holdings into the new security under the Reinvestment Offer and/or apply for additional
units of the new security. Any remaining holdings will be redeemed for cash at face value ($100) along with the
payment of the final distribution on 17 December 2020.

• Take no action and all NABPB holdings will be redeemed for cash at face value ($100) as well as receipt of the final
distribution payment on 17 December 2020.

• Sell on market.

If a NABPB holder wants to continue to have exposure to NAB AT1 Notes they should reinvest in the new security. If they
want to cash out, having their holdings redeemed at face value is preferable to selling on market as there are no brokerage
costs and comes with price certainty.

With interest rates at historical lows (90-day BBSW mid-rate around 0.02%), there is a distinct possibility rates could venture
into negative territory. So, what would be the implications for NABPH distributions? If the 90-day BBSW rate was -0.05% and
the margin on NABPH was 3.50% the quarterly distribution would be based on a total interest rate of 3.45% (3.50% -0.05%). If
the 90-day BBSW reached -3.60% for example making the total rate -0.10% (which is extremely unlikely), the quarterly
distribution would be nil. Put another way, if the total rate becomes negative, the distribution hits a floor of zero.

Positive / Negative Risk Factors

What factors would change the Recommendation UP

• Favourable industry dynamics. NAB, alongside the other domestic major banks, continues to benefit from favourable
industry dynamics which continue to support high market share. Supported by the four pillars policy, which
maintains the separation of the four largest banks, the major banks dominate domestic banking. This includes
residential mortgages and corporate lending. Despite the non-major bank lending drive gaining traction in recent
years, the dominance of the four major banks looks set to continue for many years.
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• Strong capital position. NAB, like its major bank peers, displays a strong capital position. APRA’s focus for the banks
remains core equity capital, with the expectation that the major banks are compliant with its benchmark of
“unquestionably strong” minimum Common Equity Tier 1 (CET1) ratio of 10.50% of risk-weighted assets (RWAs). Our
domestic major banks now have a significant loss absorption cushion through earnings, capital and provisioning
which are the primary defences against loan and security impairments.

• Transparent regulatory oversight. APRA continues to implement disciplined controls over domestic banking
operations. Often stricter than banking peers globally, APRA has also displayed a willingness to work with the
industry during times of stress to ease any headwinds where possible. Furthermore, APRA continues to work with
the industry to support improved transparency which has come in many forms over the years.

• A supportive AAA rated Federal Government. As witnessed during the GFC and most recently the COVID-19 crisis,
domestic banking benefits from a supportive government. Arguably in the too big to fail camp, the major banks,
including NAB, always find an ally in the Reserve Bank of Australia, which can draw on many levers to reduce stress
in the industry. A recent example includes the provision of a term funding facility for the industry to support lending
to businesses. It is possible Australia may lose its AAA rating in the medium-term. While this is not expected to
impact levels of government support, we may also see a downgrade of the stand-alone credit profile of banks and by
extension a downgrade in Big Four AT1 hybrids to sub-investment grade status.

What factors would change the Recommendation DOWN

• Regulatory Risk. Banking remains a highly regulated industry, and regulation often comes at the expense of higher
profitability. The Royal Banking Commission is one such example of the potential impact of regulatory risk, whereby
regulators determined the industry had to make changes to its business model. In some instances, these changes
came at the cost of higher profitability.

• Capital Based Trigger Risk. This security includes a Capital and Non-Viability Event trigger.  A capital trigger event
requires the issuer to immediately convert all, or some, securities into ordinary shares if the CET1 ratio equals or
falls below 5.125%. The non-viability trigger allows the principal of the security to be written down or converted to
common equity when APRA deems the bank to be non-viable. These remain low probability events in our view
considering the strong capital positions of the domestic banks. If breached, investors are at risk of substantial capital
losses.

• COVID-19 Risk. COVID-19 risk is like no other Australia has faced, and as such brings with it a great deal of
uncertainty. The impact on the economy is overwhelmingly negative, although the extent to which remains
unknown. The longer the fallout continues, the longer the domestic banking system will have its profitability
challenged. This could come in many forms, but most obvious is the potential for a significant and sharp
deterioration in asset quality.

• Subordination. This security is heavily subordinated on the issuer capital structure and its features reflect this. For
example, distributions are discretionary and subject to payment conditions. Although we do not anticipate any
failure on the part of the issuer to meet their distribution payments, it has precedent overseas and cannot be ruled
out in a worst-case economic backdrop scenario. We note that the dividend stopper provides some protection.

Issuer Outlook - Stable  as at 13 November 2020

Earnings

National Australia Bank’s (NAB) FY20 result for the 12 months to 30 September was weighed down by COVID-19 related
impacts and a number of large notable items of its own doing that had been revealed ahead of the result. Looking through the
messy headline numbers reveals a mixed underlying performance in a tough environment. Net interest income grew as
margin compression was contained but lending declined and the quality of the improved second half performance is
questionable as it was driven by markets and treasury income, which can be volatile and included revaluation gains. Overall,
we view the result as neutral from a credit perspective given the stronger capital position and further increase in loss
provisions.

Cash NPAT for ongoing businesses fell 37% to $3.71 billion because of a big lift in COVID-19 related credit impairment
expenses and the adverse impact of notable items that amounted to $1.02 billion. This included customer remediation, staff
underpayment, accelerated capitalised software amortisation and property related impairment costs. Excluding these items,
FY20 underlying cash profit before tax and credit impairments was 4% lower at $9.64 billion with 2H20 up 6% versus 1H20 to
$4.95 billion.

FY20 underlying net operating income was 2% lower at $17.32 billion due to the 14% fall in other income to $3.40 billion
largely a result of lower merchant and cards fee and commission income from lower transaction volumes and fee waivers.
Net interest income rose 2% to $13.92 billion as a 1 basis point compression in the margin to 1.77% was more than offset by
3.0% growth in average interest earning assets. However, lending went backwards over the year and second half with
competition, lower demand for investor home loans and what appears to a more risk averse stance being key factors. Loan
balances declined 1.2% year on year within which housing and non-housing were 0.6% and 2.0% lower, respectively. 2H20
lending balances fell 3.3% with housing down 1.2% and non-housing dropping 5.9%.

2H20 operating income was up 5% on 1H20 to $8.89 billion driven by a large increase in markets and treasury income from
revaluation gains on liquid assets. The 2H20 net interest margin was 1 basis lower on 1H20 at 1.77%.

Underlying costs grew 2% to $7.68 billion, which was above the bank’s target of a flat outcome. Productivity gains were offset
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by higher staff, restructuring, compliance and COVID-19 related costs. The 5% increase in 2H20 costs to $3.93 billion was
mainly due to additional headcount, annual pay reviews and COVID-19 support.

Bad debt expenses rose from $919 million in FY19 to $2.76 billion in FY20 primarily due to loan loss provisions being raised in
anticipation of COVID-19 related losses. This represents 0.46% of gross loans and advances compared to 0.15% in FY19.

Capital

NAB’s CET1 capital position increased over the six months to 30 September 2020 by 108 basis points to 11.47% with the $4.25
billion equity capital raising being a major factor. Post the sale of MLC Wealth, the proforma CET1 ratio is 11.82%. This puts
the CET1 ratio comfortably above APRA’s 10.5% “Unquestionably Strong” benchmark.

A final fully franked divided of 30 cents was declared taking full year dividend to 60 cents (FY19: 166 cents). This represents a
49.6% full year payout of statutory NPAT, which is consistent with APRA’s guidance capping dividends in 2020. A DRP is in
place for the final dividend but is not underwritten.

We expect APRA to continue to take a cautious approach on bank capital management and depending how the economic
impacts of COVID-19 unfold, it is possible restrictions on equity dividends could be extended into 2021.

Asset Quality

Clearly, signs of loan stress are emerging. While gross impaired loans declined from $2.04 billion at 31 March to $1.87 billion
to $2.78 billion at 30 September, 90-day past due loans rose from $3.89 billion to $4.26 billion.

The number and value of loans receiving support through repayment deferral arrangements continues to fall. NAB’s
Australian residential loans with temporary repayment deferral fell from $37 billion at 30 June to $14 billion as at 23 October.
Australian business loans receiving support has come down from $19 billion to $5 billion over the same period out of a total
portfolio of $61 billion.

We think the true underlying asset quality metrics, across the industry, are being masked by customer support measures and
fiscal initiatives such as JobKeeper and JobSeeker. In addition, APRA initiatives including allowing banks to reset the arrears
count to zero where it modifies the loan for the deferral period and any existing arrears further masks the potential severity
of asset quality risk. Therefore, we expect further provisioning to come across the sector in 2021. In this light, NAB has
increased its loss provisions significantly in anticipation from $4.14 billion a year ago to $6.38 billion at 30 September or from
1.18% to 1.80% of credit risk weighed assets.

Funding and Liquidity

Funding and liquidity levels are sound with key metrics well above regulatory minimum levels. The average liquidity
coverage ratio (LCR) edged 3 basis points higher over the six months to 30 September 2020 at 139% and remains well above
the 100% APRA minimum. The net stable funding ratio (NSFR) strengthened from 116% in 1H20 to 127%, putting it much
higher than APRA’s 100% regulatory requirement. The bank’s funding and liquidity profile continues to benefit from RBA’s
Term Funding Facility (TFF). NAB has fully drawn its initial $14.3 billion allowance and now has another $9.6 billion in
undrawn capacity. Like its peers, the TFF has allowed NAB to replace some of its more expensive wholesale funding.

Outlook

The domestic banking industry is arguably facing one of its greatest challenges in the form of COVID-19. The impact of the
domestic economy has been nothing short of catastrophic and only actions by central banks and regulators has allowed some
economic momentum to continue. Unemployment is at long term highs and consumer spending and confidence continues to
suffer. This has only been worsened by strict lockdowns that were imposed in Melbourne.

We expect further pressure on industry profitability and asset quality. The economic drag of weaker GDP will inevitably
impact bank profitability as central banks guide their cash rates towards zero while borrowing and lending retreats. Higher
unemployment is likely to drive higher bad debts, despite regulatory efforts to limit them, pushing non-performing loans
higher – albeit off a very low base.

On the other hand, the industry continues to benefit from strong regulatory and government support while maintaining
healthy capital buffers. The Australian Government, RBA and APRA have all been quick to act and limit the damage to the
domestic economy and thereby the domestic banking system. Assistance has come in the form of yield curve targeting,
interest payment holidays and as mentioned earlier, a term funding facility for banks. We expect support to continue to be
forthcoming, whether that be in the form of an extension of the same programs or alternatives.

On balance, the domestic banking earnings outlook remains weak. However, given their strong capital, funding and liquidity
positions we remain confident the major banks remain well placed to navigate these turbulent times.

As expected, NAB has not given profit guidance for FY21. Outlook commentary was cautious. The bank expects revenue
headwinds from a circa 6 basis points margin compression and subdued credit growth with housing lending system growth
less than 0.5% and business lending around 2%. Cost management will be a focus with the aim of limiting expense growth to
0%-2%. The bank will continue to progress its strategy refresh that aims to deliver a simpler, more efficient and productive
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business. The pending sale of MLC Wealth will be an important milestone in the bank’s strategy to return to its core business
of banking. Moreover, there is an overarching focus on maintaining balance sheet strength which supports NAB’s credit
profile. We maintain a Stable view on NAB’s credit outlook based on its strong capital position and sound loan loss
provisioning levels.
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Figure 3: Credit Curve (Comparable Securities)

Figure 4: Historical Trading Margins of Comparable Securities

1 The balance sheet structure diagram represents a measure of liabilities and capital in order of seniority of the overall cash balance sheet.

Source: BondAdviser
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Hybrid Commentary 
National Australia Bank (ASX: NAB) and the big four major banks are frequent issuers of listed AT1 securities 
and have a long history of issuance. The last major bank AT1 to be launched was by Westpac Banking 
Corporation (ASX: WBC) in November 2020. The Westpac Capital Notes 7 (ASX: WBCPJ) offer is raising about $1.4 
billion with an optional call date on 22 March 2027. 

NAB has four listed AT1 securities on issue (NABHA, NABPB, NABPD, NABPF) and two unlisted (NAB Wholesale 
Capital Notes and Notes II). NAB’s most recent AT1 issue was the unlisted NAB Wholesale Capital Notes II, which 
raised $600 million (first call 17 July 2025). The bank’s last listed issue was in February 2019 – the NAB Capital 
Notes 3 (ASX: NABPF) that raised $1.87 billion (first call 17 June 2026). 

This issue, NABPH, will fund the redemption of NAB Convertible Preference Shares II (ASX: NABPB) on the 17 
December 2020 first call date. NAB was beaten to market by WBC’s launch of WBCPJ earlier than we expected to 
essentially fund the redemption of WBCPF (first call 22 March 2021). 

Figure 5. ASX-Listed Big Four Bank AT1 Hybrid Issuance 

 
Source: BondAdviser 

Figure 6. ASX-Listed Big Four Major Bank AT1 Hybrid Expected to be Called 

 
Source: BondAdviser (Note: NABPC was called in March 2020; WBCPF holders can reinvest in WBCPJ offer or hold till first in March 2021)  
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Figure 6 shows there is a substantial AT1 transaction pipeline of more than $9 billion (including the refinancing 
of NABPB and WBCPF) out to 2021 based on optional call dates of securities on issue. This expected supply could 
put upward pressure on new issue margins – although it must be said current demand remains very strong. 
Additionally, we expect NAB to call its perpetual income securities (ASX: NABHA) in 2021 given their regulatory 
value declines to zero on 31 December 2021 and the availability of cheaper funding on market via the RBA’s 
Term Funding Facility (at 0.10% for new drawdowns). 

Figure 7. Trading Margin – Comparable Curves and Securities (Term to First Call) 

Source: BondAdviser. As at 10 November 2020. Securities with an expected maturity of <1 have been de-annualised. BENPH, BOQPF, 
WBCPJ based on expected margins. B4 refers to domestic major banks (ANZ, CBA, NAB, WBC) and NAB2025 and NAB2029 represent NAB 
Wholesale Capital Notes and Notes II. 
 

We have evaluated NABPH’s relative valuation in a couple of different ways and on balance we consider a 3.50% 
margin at the bottom of the guided range of 3.50%-3.70% to be fair and reasonable. We also note that buying in 
the primary issuance market allows investors the opportunity to buy at a known price that is supported by 
liquidity.  

The closest listed comparable security, CBA PERLS XII (ASX: CBAPI) has an optional call date on 20 April 2027 
and is trading around a 3.30% margin. In comparison, at a 3.50% margin NABPH represents reasonable value 
for a security that has an eight month longer term to first call. Similarly, when compared to the longest dated 
NAB AT1 Notes, NAB Capital Notes 3 (ASX: NABPF), NABPH offers a circa 20 basis point premium for a 1.5 year 
longer term to call.  

In our view the margin on recent new issues can provide a better comparison of relative value as margins in the 
secondary market can be impacted by illiquidity. The most recent AT1 issue, WBCPJ was launched on 4 
November at an indicative margin of 3.40%-3.60% for a hybrid with 6.3 years to first call, with the final margin 
coming in at 3.40%. Using WBCPJ as a guide suggests a 3.50% margin for NABPH is fair, with the 10 basis point 
premium providing some compensation for its nine months longer term to first call on 17 December 2027. 
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Compared to the broader big four (B4) major bank AT1 curve, Figure 7 shows NABPH is priced at a discount. 
However, we note that the B4 AT1 curve is being skewed higher by the two NAB’s wholesale AT1 Notes, in 
particular NAB Wholesale Capital Notes (first call 12 December 2029). These wholesale Notes rightly trade at a 
premium as they are long-dated, unlisted and relatively illiquid. 

Isolating relative value to NAB’s own capital structure (Figure 8), suggests at 3.50% NABPH is slightly below NAB’s 
implied AT1. Again, NAB’s two unlisted AT1 are skewing the curve higher. 

Figure 8. Trading Margin – NAB Capital Structure (Term to First Call) 

 

Source: BondAdviser. As at 10 November 2020. Securities with an expected maturity of <1 have been de-annualised. 

NABPB

NABPD

NAB2025
NABPF

NABPH

NAB2029

NABPE

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

0 1 2 3 4 5 6 7 8 9 10

AT1 Curve T2 Curve SU Curve

AT1 Data T2 Data SU Data

Research Report

www.bondadviser.com.au
© 2020 BondAdviser. All Rights Reserved.

13 November 2020 | Page 9



Appendix 1. Historical Comparison 

Figure 1. Big Four AT1 Primary & Weighted Average Secondary Trading Margin*  

 

 Last 1m 3m YTD 1y 3y 5y Inception^ 

Trading Margin 3.03% 2.94% 3.23% 2.51% 2.64% 2.79% 3.98% 0.28% 

%Δ 
 

3.06% -6.19% 20.72% 14.77% 8.60% -23.87% 982% 
Source: BondAdviser Index Platform: BAB4AT1DFTR as at 10/11/2020. 
* Weighted average based on market capitalisation. BAB4AT1DFTR is a franked, total return index that is rebalanced on a daily basis. 
^Inception of BAB4AT1DFTR is 30/6/2004. 

Figure 2. AT1 Primary & Weighted Average Secondary Yield to Call** 

 

 Last 1m 3m YTD 1y 3y 5y Inception^ 

Yield to Call 3.21% 3.14% 3.50% 3.61% 3.71% 5.08% 6.45% 6.10% 

%Δ 
 

2.23% -8.29% -11.08% -13.48% -36.81% -50.23% -47% 
Source: BondAdviser Index Platform: BAB4AT1DFTR as at 10/11/2020. 
** Weighted average based on market capitalisation. BAB4AT1DFTR is a franked, total return index that is rebalanced on a daily basis. Yield to 
call based on BondAdviser estimates.  
^Inception of BAB4AT1DFTR is 30/6/2004. 
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National Australia Bank Limited: Financial Summary

National Australia Bank Limited: Financial Summary Recommendation Summary Subscribe

13 November 2020

Profit and loss 2020 2019 2018 2017 2016

Net Int. Inc. ($m) 13,877.0 13,558.0 13,505.0 13,182.0 12,930.0

Other Income ($m) 3,384.0 4,373.0 5,596.0 4,842.0 5,192.0

Total Revenue ($m) 17,261.0 17,931.0 19,101.0 18,024.0 18,122.0

Total Expenses ($m) -9,346.0 -9,827.0 -9,910.0 -8,539.0 -8,331.0

Pre-Prov. Profit ($m) 7,915.0 8,104.0 9,191.0 9,485.0 9,791.0

Prov. Exp. ($m) -2,752.0 -927.0 -791.0 -824.0 -813.0

Taxation ($m) -1,665.0 -2,087.0 -2,455.0 -2,480.0 -2,553.0

Min. Int. & Prefs ($m) -4.0 -3.0 -3.0 -3.0 -5.0

Adjustments ($m) -935.0 -289.0 -388.0 -893.0 -6,068.0

Statutory NPAT ($m) 2,559.0 4,798.0 5,554.0 6,178.0 6,425.0

Cash NPAT ($m) 3,710.0 5,097.0 5,702.0 6,642.0 6,483.0

Capital 2020 2019 2018 2017 2016

CET1 (%) 11.47 10.38 10.20 10.06 9.77

AT1 (%) 13.20 12.36 12.38 12.41 12.19

Tier 2 Capital (%) 3.42 2.32 1.74 2.17 2.00

Total Capital (%) 16.62 14.68 14.12 14.58 14.14

Credit RWA ($m) 363,991.0 351,646.0 331,381.0 325,969.0 331,510.0

Market RWA ($m) 12,678.0 10,023.0 9,460.0 7,766.0 7,299.0

Op. RWA ($m) 49,993.0 47,698.0 37,500.0 37,575.0 37,500.0

IRRBB RWA ($m) 8,485.0 6,404.0 11,343.0 10,804.0 12,136.0

Total RWA ($m) 425,147.0 415,771.0 389,684.0 382,114.0 388,445.0

Div. Payout (%) 49.6 91.1 94.1 79.4 80.8

Balance Sheet 2020 2019 2018 2017 2016

Loans ($m) 582,485.0 587,749.0 567,981.0 540,125.0 555,281.0

Liquids ($m) 64,388.0 55,457.0 50,188.0 43,826.0 30,630.0

Intangibles ($m) 3,809.0 5,576.0 5,787.0 5,601.0 5,302.0

Trading Assets 95,851.0 96,828.0 78,228.0 80,091.0 89,102.0

Other ($m) 120,032.0 101,514.0 104,326.0 118,682.0 97,307.0

Total Assets ($m) 866,565.0 847,124.0 806,510.0 788,325.0 777,622.0

Deposits  ($m) 546,176.0 522,085.0 503,145.0 500,604.0 436,497.0

Wholesale Debt 126,384.0 143,258.0 140,222.0 124,871.0 127,942.0

Other ($m) 132,712.0 126,177.0 110,431.0 111,533.0 161,868.0

Total Liabs. ($m) 805,272.0 791,520.0 753,798.0 737,008.0 726,307.0

Equity ($m) 61,293.0 55,604.0 52,712.0 51,317.0 51,315.0

Asset Quality & 2020 2019 2018 2017 2016

Provision Charge/GLA

Individual (%) 0.12 0.11 0.08 0.12 0.13

Collective (%) 0.35 0.04 0.05 0.50 0.52

Total Charge (%) 0.46 0.15 0.13 0.62 0.65

90 Days Past Due ($m) 4,255.0 3,603.0 2,648.0 2,245.0 1,975.0

Provisioning Coverage

Spec. Prov./Impaireds (%) 45.0 39.7 44.4 45.5 38.3

Coll. Prov./Credit RWA (%) 1.56 0.96 0.92 0.86 0.85

Gross Impaireds/GLA (%) 0.31 0.33 0.26 0.31 0.48

Provisions/GLA (%) 1.07 0.69 0.64 0.62 0.65

Funding & Liquidity 2020 2019 2018 2017 2016

Net Stable Funding Ratio (%) 127.0 113.0 113.0 108.0

Liquidity Coverage Ratio (%) 139.0 126.0 129.0 123.0 121.0

Source: Company data, BondAdviser estimates.
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Research Methodology

Every research report prepared by BondAdviser includes a clear recommendation on the security. This recommendation framework
is designed to help investors navigate different investment opportunities by identifying the market price, yield, term to maturity,
liquidity, volatility and risk.

The guide below may help you understand our research opinions. For further information on our research approach, you can refer
to our RG79 statement by clicking here.

Research Opinions key

• Buy - Over the next 12 months, the analyst expects the security to outperform the current yield due to credit spread
tightening or favourable movements in the underlying yield curve.

• Hold - Over the next 12 months, the analyst expects the security to provide stable returns broadly in line with the current
yield but with little credit spread tightening.

• Sell - Over the next 12 months, the analyst expects the security to underperform the current yield due to credit spread
widening or adverse movements in the underlying yield curve.

• Suspended - The recommendation has been suspended temporarily due to the disclosure of new information or market
events that may have a significant impact on our recommendation. This also includes situations where we have been given
non-public information and we need to temporarily suspend our coverage in order to comply with applicable regulations
and/or internal policies.

• Not Rated - A security that has not been assigned a formal recommendation.

• Ceased Coverage - The recommendation has ceased due to issuers failure to disclosure necessary information or coverage is
subjectively removed in accordance with our Research Governance Statement.

About BondAdviser

BondAdviser is Australia’s only specialist independent fixed
income research platform providing valuable information
and clear investment recommendations for all ASX-listed
interest rate securities and a broad range of over-the-counter
corporate bonds.

We are the first choice for financial advisers, stockbrokers,
private banks; and wealth management firms that need
access to the highest quality, most timely and independent
fixed income insights and useful analytical tools.

Clients use BondAdviser to meet their risk, governance and
compliance requirements. Partnering with us gives them
confidence they have a transparent audit trail when making
recommendations about fixed income securities. This ensures
they can demonstrate they have always acted in their clients’
best interests.

Offering a one-stop-shop for pre-trade analytics, compliance
and post trade support in Australian fixed income securities,
we provide independent research recommendations updated
daily.

The company is not aligned to any financial services
organisation and the executive team brings over 75 years’
combined experience in the fixed income sector.

Learn more
To learn more about the fixed income market visit our
website www.bondadviser.com.au

Important Information

The web application, the Content and the Reports are not intended to provide financial product advice and must not be relied upon or
construed as such. The statements and/or recommendations on this web application, the Content and/or the Reports are our opinions only. We
do not express any opinion on the future or expected value of any Security and do not explicitly or implicitly recommend or suggest an
investment strategy of any kind.

The Content and the Reports provided at this web application have been prepared based on available data to which we have access. Neither
the accuracy of that data nor the research methodology used to produce the Content and Reports can be guaranteed or warranted. Some of the
research used to create the Content and the Reports is based on past performance. Past performance is not an indicator of future
performance. We have taken all reasonable steps to ensure that any opinion or recommendation in the Content or the Reports is based on
reasonable grounds. The data generated by the research in the Content or the Reports is based on research methodology that has limitations;
and some of the information in the Content or the Reports is based on information from third parties.

We do not therefore guarantee the currency of the Content or the Reports. If you would like to assess the currency, you should compare the
Content or the Reports with more recent characteristics and performance of the assets mentioned within it. You acknowledge that investment
can give rise to substantial risk and a product mentioned in the Content or the Reports may not be suitable to you.

You should obtain independent advice specific to your particular circumstances, make your own enquiries and satisfy yourself before you
make any investment decisions or use the Content or the Reports for any purpose. This web application and the Content and the Reports
provide general information only. There has been no regard whatsoever to your own personal or business needs, your individual
circumstances, your own financial position or investment objectives in preparing the Content and Reports available at this web application.

We do not accept responsibility for any loss or damage, however caused (including through negligence), which you may directly or indirectly
suffer in connection with your use of this web application or the Content or the Reports, nor do so we accept any responsibility for any such
loss arising out of your use of, or reliance on, information contained on or accessed through this web application, the Content or the Reports.
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