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Cash Profit Movement 1H14 v 1H13 

1H14 Financial Performance 
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Other

Operating
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Expenses Provisions Tax & OEI 1H14

Cash Profit

$m 

Up 11% 

Up 8% Up 2% 

Up 6% Down 12% Up 5% Income Up 6% 

1H14 1 Year 3 Year 

Earnings per Share (cents) 128.7 +10% +22% 

Dividend per Share (cents) 83 +14% +30% 

Total Shareholder Return 10.4% 22.0% 65.8% 

Return on Equity 15.5% 15.5% 16.1% 
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Net Profit after Tax 
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Operating Income 1H14 

20% 

18% 

62% 

Net Profit after Tax 

1H14 APEA Network 
Revenue1 represented 
24% of Group 
Operating Income and 
25% of Group Profit 

66% 72% 66% 66% 64% 58% 

23% 14% 
17% 18% 19% 

23% 

11% 14% 17% 16% 17% 19% 

FY08 FY10 FY12 FY13 2H13 1H14

Australia New Zealand APEA
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Australia 

New 
Zealand 

APEA 

1. APEA Network Revenue  represents income generated in Australia & New Zealand as a result of referral from ANZ‟s APEA network  
 
 

$m 

$m 

ANZ Results overview 



Credit Quality – ongoing improvement  
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New Impaired Assets

Credit Quality Trends  
1H14 v 2H13 

Provision Charge 

Impaired Assets 
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0.36% 
0.29% 0.28% 0.32% 0.27% 0.25% 

0.21% 
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Individual Provision (IP) Charge (LHS)

Collective Provision (CP) Charge (LHS)

Total Provision Charge as % Avg. Net Advances
93bps 

Collective Provision 
Coverage1 

12% Total Provision Charge 

15% Gross Impaired Assets  

10% New Impaired Assets  

39% 
Credit RWA Rate 
(CRWA/EAD) 

Avg. $434m 
decline HoH 

Growth rates reflect 1H14 v 2H13 
1. This ratio is the Collective Provision balance as a proportion of Credit Risk Weighted Assets 



Balance Sheet, Capital,     

Funding & Liquidity 
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Customer Lending1 

Australia 

APEA 

New 
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Australia  
Retail Mortgages 
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Commercial 
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Commercial 
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Australia 
Other Retail 
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APEA Commercial 
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APEA Commercial 
& Institutional 

New 
Zealand 
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Wealth 

Customer loans and deposits by Geography 

1. Customer lending represents Net Loans & Advances including acceptances 
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Customer loans and deposits by client segment 

1. Customer lending represents Net Loans & Advances including acceptances 



7% 8% 8% 

50% 

62% 62% 

14% 

12% 12% 7% 

3% 3% 

22% 
15% 15% 

Sep 08 Sep 13 Mar 14

SHE & Hybrid Debt Customer Funding

Term Debt >1yr Term Debt <1yr

ST Wholesale Funding

29% 

Stable Balance Sheet composition 
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Stabilised funding mix
 

4% 3% 3% 

80% 

72% 72% 

1% 

4% 4% 

8% 

8% 8% 

7% 
13% 13% 

Sep 08 Sep 13 Mar 14

Other Fixed Assets Lending

Trade Loans Other ST Assets

Liquid Assets

Tenor of Assets has shortened 
 

18% 16% 25% 25% 18% 

1 

1. Sep 13 includes a minor reclassification of lending into trade loans (<0.5%) 



A well diversified term wholesale funding portfolio 
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Term Wholesale Funding Portfolio  
(by Type) 

69% 68% 72% 

13% 18% 
20% 

9% 8% 
8% 9% 6% 

Sep 12 Sep 13 Mar 14

Government
Guaranteed

Tier 2

Covered

Bonds

Senior
Unsecured

Term Wholesale Funding Portfolio  
(by Currency) 

33% 

35% 

23% 

7% 

2% 
Domestic
(AUD/NZD)

North America

(USD, CAD)

UK & Europe 
(€,£,CHF) 

Asia (JPY, HKD,
SGD, CNY)

Other

Term Wholesale Funding Portfolio1 

Issuance Maturities 
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FY10 FY11 FY12 FY13 FY14 FY14 FY15 FY16 FY17 FY18 FY19 FY20+

Senior Unsecured Covered Bonds Tier 2 Government Guaranteed Expected Remaining Issuance

Annual indicative 
issuance volume  

$b 

3 

1. Includes transactions with a call or maturity date greater than 12 months as at 30 September in the respective year of issuance 
2. Approximately $1b of funding has been issued post 31 March 2014 
3. Remaining FY14 maturities 
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Peer Funding Comparison 
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Loan - Deposit
Ratio (%)

Loan to Deposit
Gap ($b)

Australian
Household Funding

Gap ($b)

ANZ CBA NAB Westpac

ANZ has the lowest Australian Household 
Funding Gap 
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Australian household credit growth not 
expected to return to previous levels 

Australian Household Funding Gap 

ANZ requires 
~$45b less 

wholesale funding 
to meet this gap 

Source: APRA (Mar 14) CBA (Dec 13), NAB (Sep 13) and Westpac (Sep 13) 



Liquidity Portfolio – well placed for introduction of LCR 
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13 

67 65 

17 

16 17 
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39 
35 

Sep 08 Sep 13 Mar 14

Internal RMBS

Private Sector Securities & Precious Metals

Cash, Government & Semi-Government Securities

Liquid Assets1 

• Reduction in internal RMBS in Australia 
during the first half of FY14 is due to 
higher prescribed haircuts from the 
RBA2 

 

• The final APS210 (Basel 3) liquidity 
standard was released in December 
2013, and there were no material 
changes from previous draft 

 

• In January, APRA confirmed the size of 
the Committed Liquidity Facility (CLF) 
„trial exercise‟ for the industry with a 
total size of $282b3. The exercise is to 
be repeated in mid-2014 for the 2015 
CLF 

 

• ANZ is well placed for compliance with 
the Liquidity Coverage Ratio from 
January 2015 

Liquidity Update 

39 

122 
117 

1. Post RBA haircut. 
2. More information can be found at the Reserve Bank of Australia website (rba.gov.au under „Eligible Securities‟) 
3. Source: APRA, “Implementation of the Basel III liquidity framework in Australia - Committed liquidity facility” 

$b 



ANZ is well capitalised 
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8.0% 
8.5% 8.3% 

10.0% 
10.8% 10.5% 

Sep 12 Sep 13 Mar 14

APRA Internationally Harmonised

Basel 3 Common Equity Tier 1 (CET1) 

  CET1 Tier 1 
Total 

Capital 

APRA 8.3% 10.3% 12.1% 

10% allowance for investments 
in insurance subs and ADIs 

0.8% 0.7% 0.7% 

Mortgage 20% LGD floor and 
other measures 

0.6% 0.7% 0.7% 

IRRBB RWA (APRA Pillar 1 
approach) 

0.4% 0.5% 0.6% 

Up to 5% allowance for 
deferred tax asset 

0.2% 0.2% 0.2% 

Other capital items 0.2% 0.2% 0.2% 

Internationally Harmonised 10.5% 12.6% 14.5% 

Capital reconciliation under Basel 3 

Capital Update 

• Capital levels will grow organically in the lead up 
to the introduction of the higher loss absorbing 
capital requirements for D-SIB‟s in 2016 

• $1.6b ANZ Capital Notes 2 Additional Tier 1 
transaction successfully completed during the half  

• Interim dividend up 14% in part reflecting 
rebalancing of interim & final dividend  

• Dividend Payout to remain towards upper end of 
65% - 70% range   

APRA CET1  
Movement Mar 2014 v Sep 2013 

8.48 8.33 

1.04 

0.27 
0.18 

0.74 

Sep 13 Cash
NPAT

RWA
Usage

Non RWA
Business
Usage

Dividends Mar 14
1 2 

3 

1. Cash earnings net of preference share dividends 
2. Includes impact of expected loss versus eligible provision shortfall  
3. Includes capital retention of deconsolidated entities, capitalised software and other intangibles  

% 



8.3% 

10.5% 

>11.5% 

9.3% 

>11.0% 

9.6% 

8.0% 

APRA
Minimum

ANZ
APRA

ANZ
(Intenationally
Harmonised)

ANZ
(under Canada

regulation)

Canadian Peer
Average

ANZ
(under UK
regulation)

UK Peer Average

The strength of ANZ’s capital levels (CET1) is more 
apparent on a global comparison 
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Australia Canada UK 

2.5% 
CCB 

4.5% 
CET1 

1.0% 
D-SIB 

1 1 

2 

2 

CCB & D-SIB 
effective        

1 Jan 2016 

1. ANZ estimate 
2. Canada Peers (Scotiabank, BMO, TD Bank, and RBC) as at Jan 14 and UK Peers (HSBC, Barclays, and RBS) as at Dec 13 based on a Basel 3 

fully transitioned basis, obtained from most recent Capital Adequacy and Risk Management (Pillar 3) disclosures 



APRA / Basel 3 Compliant Tier 2 



AUSTRALIA DIVISION 

Australian Basel 3 Tier 2 - Structure 

Structure 

• Subordinated, bullet/callable (non-step). EMTN expected to be listed on ASX 

• Key change from Basel 2 Tier 2 securities is the inclusion of contractual 
PONV loss absorption as required by Basel 3 

• In liquidation ranks ahead of ANZ Ordinary Shares & Tier 1 capital and 
behind Tier 2 issued pre 1 January 2013, unless converted or written off 

Loss Absorption 

• Conversion to ordinary equity once regulator deems PONV reached 

• Variable conversion price, subject to 20% floor of share price at issue. (eg If 
share price is $33, investors receive face value in shares down to $6.60) 

• If an investor is unable to receive shares, a mechanism to sell the shares 
and deliver cash is included in the program 

• If conversion within 5 business days is prevented by applicable law or unable 
to occur, the Notes will be permanently written off 

• Waterfall is respected : Conversion required for certain AT1 prior to T2 

What is PONV? 

• A Non Viability Trigger Event would occur if APRA notifies ANZ in writing that 
it believes that ANZ would become non-viable without:  

• Conversion / write off of capital instruments; or 

• A public sector injection of capital, or equivalent support 

Contractual vs. 
Statutory 
approach 

• Australian banks issue B3 Tier 2 securities under a contractual framework 

• Generally the regulator retains full discretion to determine when PONV 
occurs under either "contractual” or "statutory" loss absorption approaches 

Ratings 

• Fitch: rate T2 (both old style and B3) at 1 notch below senior (i.e. A+) 

• Moody's: rate B3 T2 at 2 notches below ANZ‟s BCA of A1 (i.e. A3)  

• S&P: rate B3 T2 at 2 notches below ANZ‟s SACP of A (i.e. BBB+)  

16 



AUSTRALIA DIVISION 

“Old style” B2 regulatory capital instruments will be 
progressively replaced by “New style” B3 instruments 

• CET1 Trigger at 5.125% is a requirement 
for all B3 AT1 securities. It is contractual 
in CPS3, CN1 and CN2.  

• B3 AT1 on issue has PONV provided for 
contractually.  B2 AT1 are preference 
shares and subject to the Banking Act 
(in s14AA) which gives a Statutory 
Manager (appointed by APRA) the power 
to vary or cancel any share 

17 

Details of all regulatory capital instruments available from http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments 
Tier 2 capital as at 31 March 2014 was $6.3bn, due to adjustments including for fair value and transition 

Volume 
A$m 

Call 
Date 

Effective 
Maturity 

CET1 
Trigger 

PONV 

EUR 810 Nov-14 Dec-14  No Banking Act 

CPS1 454 May-14 Jun-14 No Banking Act 

CPS2 1,969 Dec-16 Dec-16 No Banking Act 

CPS3 1,340 Jul-17 Sep-17  5.125% Banking Act 

CN1 1,120 Jul-21 Sep-21 5.125% Contractual 

CN2 1,610 Mar-22 Mar-24 5.125% Contractual 

Total 7,303 

Issue 
Date 

Volume 
A$m 

CCY  
(not AUD) 

Call Date 
Effective 
Maturity 

PONV 

Oct-86 331 USD300 - Perpetual N 

Apr-08 770 NZD835 - Apr-18 N 

Sep-09 1,129 EUR750 - Sep-19 N 

Feb-12 500 - Jul-17 Jul-17 N 

Mar-12 1,509 - May-17 Jun-17 N 

Aug-12 828 USD750 Aug-17 Aug-17 N 

Dec-12 750 - Jun-18 Jun-18 N 

Mar-14 889 USD800 - Mar-24 Y 

Total 6,706 

Additional Tier 1 Securities on Issue 

Tier 2 Securities on Issue 

5,817 

2,980 

1,460 

331 331 

FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24

B2 Tier 2 Outstandings at FY end (A$m) 

http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments
http://www.shareholder.anz.com/regulatory-disclosure/regulatory-capital-instruments


AUSTRALIA DIVISION 

1st 

2nd 

3rd 

4th 
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Management Actions and Capital Conservation Buffer 
play a key role in the prevention of PONV  

Basel 3 CET1 Capital & 
Capital Conservation 

CCB 
Quartiles 

Management 
Buffer 

4.5% 

8.0% 

Minimum 
CET1 Distribution 

of earnings is 
increasingly 
restricted as 
CET1 level 

falls into CCB 

60% 

40% 

20% 

0% 

Actions Available to 
Strengthen Capital 

Management  

Actions 

Possible actions to be 
invoked as CET1 ratio 
declines below 
management target 
include: 

• Reducing dividend 
payout 

• DRP discount and 
underwrite 

• New share issuance 

• Expense management 

• Restricting RWA growth 

• Asset sales 
 

CCB  
Restrictions 

Regulatory restrictions on 
ordinary share dividends, 
discretionary bonuses and 
AT1 coupon payments as 
CCB buffer is breached.  

AT1 
Conversion 

Trigger 

Mandatory conversion to 
equity or write-off of AT1 
instruments once CET1 
ratio declines to 5.125%, 
providing additional buffer 
for loss absorption. 

Maximum 
Profit 

Distribution 
FY13 NPAT  

$6.3bn 

CET1 
(above 4.5%)   

$14bn  

AT1 - $7bn* 

T2 buffers 

T2 

* As shown on the previous page 



AUSTRALIA DIVISION 

Australian Basel 3 Tier 2 – Key Considerations 
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 Transaction terms are broadly consistent with European Tier 2 

 Australian banks are profitable and well capitalised by international standards 

 Management have a range of alternative actions available to strengthen capital if required 

 Contractual framework provides more certainty than US or European statutory arrangements  

• the applicable loss absorbency mechanics are known and contractually agreed upfront  

• Statutory frameworks in US and Europe provide significant flexibility to resolution 
authorities, including permanent write off 

 Conversion to a variable number of ordinary shares, subject to a 20% floor price, provides some 
protection relative to current and historic share price 

 Any differences between the treatment of “old style” B2 regulatory capital instruments in a 
contractual and statutory regime: 

• are transitional in nature and will be reduced as the legacy Tier 2 portfolio is re-financed 

• would be mitigated by the application of the Banking Act (subject to APRA) 

 Contractual PONV respects the capital waterfall and there are substantial volumes of ordinary 
shares and Additional Tier 1 outstanding that rank junior to contractual B3 Tier 2 

 

 

 



Asset Quality 



Individual Provisions 
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Individual Provision Charge by Segment Individual Provision Charge Composition 

Individual Provision Charge by Region 
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Collective Provision  
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CP Coverage Reflective of Portfolio Risk 
Significant “de-risking” across portfolios is 

evident from the CP movement 

• ANZ remains prudently provided for with a 
collective provision coverage ratio of 93bps  

• The collective provision balance has reduced due 
to improved customer risk profile and transfer 
from CP to IP of several large accounts 

• Recognising stress remains in some sectors of the 
Australian economy, the management overlay 
was increased by $41m during the half, bringing 
the total management overlay balance to $631m 
as at 31 March 2014 

Collective Provision by Source 

2,887 

2,843 

29 

30 
 54  

47 2 

Sep 13 Australia IIB New
Zealand

Wealth &
Other

FX
Movement

Mar 14

$m 

Collective Provision by Division 

2,887 

2,843 

85 
41 

30 

 190  

10 

Sep 13 Risk Lending
Growth

Portfolio
Mix

Mgmt.
Overlay

FX
movement

Mar 14

$m 

233 249 250 255 276 288 305 

1.36% 
1.28% 

1.20% 
1.08% 

1.00% 1.00% 0.93% 

Mar 11 Sep 11 Mar 12 Sep 12 Mar 13 Sep 13 Mar 14

Credit Risk Weighted Assets
Collective Provision as a % of CRWA

$b 



Gross Impaired Assets 
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$m 
> $100m $10-$99m < $10m1 

6,221 

5,581 
5,343 

5,196 

4,685 

4,264 

3,620 

6,221 

5,581 
5,343 

5,196 

4,685 

4,264 

3,620 

1. NPCCD - Non-Performing Commitments, Contingents & Derivatives 



Total Credit Exposure (EAD) by Industry 
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Category EAD 
% in Non 

Performing 

Mar 13 Sep 13 Mar 14 Mar 13 Sep 13 Mar 14 

Consumer Lending 40.4% 40.8% 40.3% 0.2% 0.2% 0.2% 

Finance, Investment & 
Insurance 

16.8% 15.9% 16.4% 0.2% 0.1% 0.1% 

Property Services 7.1% 7.1% 7.0% 1.6% 1.1% 1.7% 

Manufacturing 6.1% 6.0% 6.1% 1.0% 0.7% 0.6% 

Agriculture, Forestry, 
Fishing 

4.2% 4.3% 4.2% 4.1% 4.1% 3.5% 

Government & Official 
Institutions 

3.9% 4.0% 3.8% 0.0% 0.0% 0.0% 

Wholesale trade 4.0% 3.9% 3.9% 0.6% 0.8% 0.6% 

Retail Trade 2.9% 2.9% 2.7% 0.8% 0.9% 0.6% 

Transport & Storage 2.2% 2.2% 2.4% 2.0% 1.6% 3.0% 

Business Services 1.9% 2.0% 1.9% 0.7% 0.5% 1.3% 

Resources (Mining) 1.8% 1.9% 2.3% 0.2% 1.2% 0.7% 

Electricity, Gas & 
Water Supply 

1.7% 1.7% 1.7% 0.1% 0.1% 0.1% 

Construction 1.6% 1.7% 1.6% 1.2% 1.1% 1.9% 

Other 5.4% 5.7% 5.7% 0.1% 0.9% 0.6% 

Exposure at Default (EAD) 
as a % of group total 

40% 

16% 7% 

6% 

4% 

4% 

4% 

3% 

2% 

2% 

2% 
2% 

2% 
6% 

ANZ Group 

Total EAD (Mar 14) 

$762b 



3% 

4% 

2% 

4% 

1% 

3% 

3% 

Total Credit Exposure (EAD) by Geography 

25 

Exposure at Default by Geography Exposure at Default by  
Line of Business2 

Australia 
61% APEA  

21% 

New Zealand 
18% UK & Europe 

Americas 

Pacific 

Singapore 

Hong Kong 

Other North 
East Asia 

Other South 
East Asia 

Total Exposure at Default (Mar 14) - $762b1 

Australia New Zealand APEA 

$467.5b $136.2b $158.7b 

54% 
49% 

5% 

29% 

22% 

94% 

17% 

29% 

1% 

Australia New Zealand APEA

Retail Institutional Commercial

1. EAD excludes amounts for „Securitisation‟ and „Other Assets‟ Basel asset classes 
2. Institutional includes exposure to Bank and Sovereign counterparties and ANZ‟s Liquidity portfolio 



Asia and Trade Finance 
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• Strong growth in Trade Finance portfolio focussed 
on shorter duration exposures to investment 
grade counterparties 

• The Trade Finance portfolio displays average tenor 
of less than 90 days and provides access to a 
large and high quality multi-national customer 
base 

• Overall, the Institutional Asia exposure is of a 
similar quality to Institutional Australia, with a 
strong risk profile displayed across all Institutional 
geographies 

 66%  
 67%  

69% 
 69% 68% 

0

20

40

60

Mar 12 Sep 12 Mar 13 Sep 13 Mar 14

Investment Grade Sub-Investment Grade

Trade Finance Investment Grade Exposure  

$b 

73% 72% 
85% 

27% 28% 
15% 

Asia Australia New Zealand

Investment Grade Sub-Investment Grade

Institutional Investment Grade Exposure 
by Geography 

Strong quality Asia Exposure 



Resources 
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$b Australia Non-Australia

48% 

27% 

6% 

19% Australia

Asia

New Zealand

Europe, America,

Pacific & Other

Resources Exposure by Sector (% EAD) Resources Exposure by Geography (EAD) 

Resources Exposure by Geography (EAD) 

39% 

16% 

23% 

16% 6% 

Oil & Gas Coal

Metal Ore Mining Services

Other

(includes  
Iron Ore 10%) 

Resources 

Total EAD (Mar 14) As a % of Group EAD 

$17.2b 2.3% 



Agriculture 
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Agriculture Exposure by Sector (% EAD) New Zealand Agri Exposure and Average 
Probability of Default 

Agriculture Security Levels 39% 

14% 

10% 

13% 

3% 

8% 

4% 5% 4% 

Dairy Beef

Sheep & Other Livestock Grain

Wheat Horticulture/Fruit

Other Crops Forestry & Fishing

Agriculture Services

Agriculture 

Total EAD (Mar 14) As a % of Group EAD 

$32.1b 4.2% 

70% 
56% 

79% 

16% 
26% 

11% 
6% 8% 

4% 
8% 10% 6% 

Group Australia New Zealand

Fully Secured 80-100% Secured

60-80% Secured <60% Secured

21 19 

18 17 18 

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

0
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25

Sep 10 Sep 11 Sep 12 Sep 13 Mar 14
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Commercial Property Lending 
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Commercial Property Outstandings by 
Region 

Commercial Property Outstandings by 
Sector 

Commercial Property Peer Comparison1 
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APEA (LHS) New Zealand (LHS)

Australia (LHS) % of Group GLA's (RHS)

30% 

27% 

21% 

15% 

4% 
3% 

Offices

Retail

Residential

Industrial

Tourism

Other

$m ANZ NAB WBC CBA 

Commercial Property 
Portfolio EAD 

47,319 69,836 64,016 54,219 

Property EAD/Total 
EAD 

5.93% 8.58% 8.21% 6.54% 

Impaired Assets 485 2,724 1,214 550 

Property Impaired 
Assets /Property EAD 

1.02% 3.90% 1.90% 1.01% 

1. Source is the most recent full Pillar 3 disclosures  specific to Commercial Property Segment. ANZ  Pillar 3 disclosures include Property 
Services 



Australia Home Loans 90+ day 
delinquencies by state1 

Australia Division Credit Quality 
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Australia Division 90+ day delinquencies1  

0.0%

1.0%

2.0%

3.0%

Mar 10 Mar 11 Mar 12 Mar 13 Mar 14

Home Loans (inclusive of hardship change)
Consumer Cards
Corporate & Commercial Banking

0.53% 

Australia Home Loans Portfolio by state3 

1.12% 

1.36% 

Australia Division Credit Exposure (EAD) 

68% 

24% 

6% 
1% 

1% 

Home Loans

Corporate &

Commercial

Consumer Cards

Personal Loans

Other

28.8% 

29.2% 

26.5% 

26.3% 

18.4% 

18.2% 

16.5% 

16.6% 

9.8% 

9.7% 

Mar 13

Mar 14

0% 25% 50% 75% 100%

VIC NSW & ACT QLD WA Other

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

VIC NSW

& ACT

QLD WA Portfolio

Mar 11 Mar 12 Mar 13 Mar 142 

1. Delinquency excluding Non Performing Loans  
2. Includes hardship cases 90+ DPD has impacted underlying trends during FY14. March‟14 90+ DPD excluding hardship changes is 

0.46%, inclusive of hardship changes 0.53% 

3. Gross loans and advances by state 

2 
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% of Portfolio 

LVR >90% 
 = 2.3%  
(Mar 14) 

Dynamic Loan to Value Ratio 

Individual Provision as % Gross Loans  

Total Number of Home Loan Accounts 903k 

Total Home Loans FUM $202b 

% of Total Australia Geography Lending 59% 

% of Total Group Lending 39% 

Owner Occupied Loans - % of Portfolio2 61% 

Average Loan Size at Origination (1H14 
average)3 

$345k 

Average LVR at Origination (1H14) 71% 

Average Dynamic LVR of Portfolio4 50% 

% of Portfolio Ahead on Repayments5,6 47% 

% of Portfolio Paying Interest Only6 33% 

2H12 1H13 2H13 1H14 

Group 0.43% 0.27% 0.24% 0.24% 

Australia Home Loans 0.02% 0.02% 0.02% 0.01% 

1H14 Portfolio Statistics 

1. Refers to Net Home Loans book (excluding non-performing loans and offset balances); 2. Excluding funds on Equity Manager Accounts;  
3. Average loan size of home loans written in 1H14 excluding offset accounts; 4. Dynamic LVR excluding capitalised LMI; 5. % of customers 
that are one month or more ahead of repayments; 6. Excludes revolving credit facilities 



Lenders Mortgage Insurance 
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• ANZ‟s Captive Mortgage insurance business 
(ANZLMI) provides Lenders Mortgage Insurance 
for residential mortgages originated through ANZ 
channels 

• ANZLMI remains well capitalised (independent to 
ANZ) and well above APRA minimum levels  

• Stress testing indicates that an average 
unemployment rate in excess of 8% and 
property price falls of 25% (from peak to trough) 
sustained over 3 years are required to breach 
regulatory capital 

Background 

Current Reinsurance Arrangement 

17.5% LMI 

Insured 

20%  
LMI 

Insured 

80%  
LMI Not 
Required 

1. Negative Loss ratios are the result of reductions in outstanding claims provisions. Source: APRA general insurance statistics (loss ratio 
net of reinsurance) 

• Lenders mortgage insurance is used on mortgages LVR 
80% and above 

• Reinsurance is comprised of a Quota share arrangement 
with reinsurers for mortgages 90% LVR and above and 
in addition an aggregate stop loss arrangement for 
policies over 80% 

• ANZLMI has developed diversified panel comprised of 
APRA authorised reinsurers and reinsurers with highly 
rated security 

ANZLMI maintains industry low loss ratios1 

-50%

0%

50%

100%

150%

FY06 FY07 FY08 FY09 FY10 FY11 FY12

Industry ANZ LMI

Insurer 1 Insurer 2

Insurer 3

% of FUM 



New Zealand - Home Loan Portfolio 
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Dynamic Loan to Valuation Ratio 

Home Loan Portfolio by Region 

Total Number of Home Loan Accounts 484k 

Total Home Loan FUM (NZD) $61b 

% of Total New Zealand Lending 59% 

% of Total Group Lending 11% 

Owner Occupied Loans - % of 
Portfolio 

76% 

Average Loan Size at Origination 
(NZD) $254k 

Average LVR at Origination 63% 

Average Dynamic LVR of Portfolio 46% 

% of Portfolio Paying Interest Only1 21% 

Individual Provision as % Gross Loans  

47% 

17% 

18% 

10% 

8% 
0-60%

61-70%

71-80%

81-90%

90%+

39% 

12% 7% 

27% 

12% 

3% 
Auckland

Wellington

Christchurch

Rest of North Island

Rest of South Island

Other

1H14 Portfolio Statistics 

2H12 1H13 2H13 1H14 

Group 0.43% 0.27% 0.24% 0.24% 

New Zealand Home 
Loans 

0.03% 0.02% 0.02% 0.02% 

1. Excludes revolving credit facilities 



New Zealand – Credit Quality 

34 

New Zealand Geography  
Net Impaired Assets 

New Zealand Geography  
Total Provision Charge 

New Zealand Division 

90+ days delinquencies 

1,685 

1,307 

1,169 

991 

883 

662 

594 

1.74% 

1.38% 

1.23% 

1.02% 

0.89% 

0.66% 
0.57% 

Mar 11 Sep 11 Mar 12 Sep 12 Mar 13 Sep 13 Mar 14

Net Impaired Assets NIA as % GLA
NZDm 
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1. Spikes in 2012 Commercial 90 day delinquencies are primarily due to internal classifications rather than any deterioration in underlying 
credit quality 

 



Australian Housing Market 



0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1H08 1H09 1H10 1H11 1H12 1H13 1H14

ANZ IP loss rates

Australian Mortgages loss rates

The structure of the Australian mortgage market has 
resulted in very low losses through various cycles 

ANZ Individual Provision Loss Rates  
vs. Mortgage loss rates (%) 

0.0%

0.5%

1.0%

1.5%

Mar 08 Mar 09 Mar 10 Mar 11 Mar 12 Mar 13 Mar 14

Owner occupied

Investment Loans

Owner Occupied vs. Investment Loans 
arrears (90+ DPD) 

Australian mortgage market characteristics 

Full 
Recourse  

• All mortgage lending is full recourse 

• Investment loans are also secured 
by mortgage over primary residence 

Variable 
rate  

• Most mortgage lending in variable 
rate format (typically > 80%)  

• Primary assessment on cashflow 
with interest rate buffer applied 
(currently 2.25% above mortgage 
rate) 

Low  

LVRs  

• Average dynamic LVR is ~50% 
(~71% at origination) 

• Loans with LVR > 80% require 
mortgage insurance 

• No sub prime market 

Limited  

tax 
advantages  

• Mortgage debt on owner occupied 
homes is not tax deductible 

• Results in high prepayment levels  

• Consequently mortgage debt as 
proportion of housing stock is low 
(~30% in Aust vs ~62% in the US) 

Originate  

to hold 
model 

• Mortgages retained on balance 
sheet 

• Last Securitisation by ANZ in 2004 
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The level of household debt has remained stable and 
lower rates have reduced the debt burden 

Sources: ABS, ANZ 

Debt vs interest payments relative to household disposable income 
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Housing finance by type of buyer Population growth and net overseas migration 

House prices vs house purchasing power* 

Sources:  ABS, Residex, ANZ 

The housing market has been supported by income 
growth, lower interest rates, strong immigration …. 
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… and strong employment 

Sources:  ABS, ANZ 
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House prices reflect the strong underlying position 

40 

Sources:  ABS, Global Property Guide, Nationwide, RBA, RBNZ, Residex, S&P Case-Shiller, Teranet-National Bank, ANZ 
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Debt Investor Update 

- Economics 



Australian economic forecasts 

Sources: ABS, Bloomberg, RBA, ANZ 
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2008 2009 2010 2011 2012 2013 2014 2015 2016

Australia - annual % growth

GDP 2.7 1.5 2.2 2.6 3.6 2.4 3.2 3.2 3.6

Domestic final demand 4.0 0.3 3.5 4.4 4.2 0.9 1.3 1.4 3.0

Headline CPI 4.4 1.8 2.9 3.3 1.8 2.4 2.6 2.8 2.7

Core CPI 4.6 3.8 2.8 2.7 2.3 2.4 2.6 2.6 2.5

Employment 1.3 0.7 2.0 1.7 1.2 1.0 1.1 1.5 1.6

Wages 4.2 3.5 3.4 3.7 3.6 2.9 2.6 2.8 3.2

Unemployment rate (ann. avg) 4.2 5.6 5.2 5.1 5.2 5.7 5.9 5.8 5.6

Current Account (% of GDP) -4.9 -4.6 -3.5 -2.8 -4.1 -2.9 -2.8 -1.9 -1.5

Terms of Trade 13.1 -9.5 16.4 13.0 -10.2 -4.2 -4.0 -1.2 0.6

Private Sector Credit 10.8 2.7 2.9 3.2 3.8 3.3 5.6 7.0 7.1

          - Housing 9.1 6.9 7.7 5.9 4.8 4.8 6.7 7.7 6.9

          - Business 14.9 -1.3 -3.9 -0.4 3.0 1.4 4.1 6.3 7.7

          - Personal 2.4 -4.9 2.3 -0.1 -1.0 0.5 2.0 5.4 6.4

RBA cash rate (% year end) 4.25 3.75 4.75 4.25 3.00 2.50 2.50 3.50 4.50

3yr bond yield (% year end) 3.07 4.66 5.27 3.13 2.67 2.95 3.65 4.80 4.60

10yr bond yield (% year end) 3.99 5.64 5.55 3.67 3.27 4.24 4.45 5.20 4.90

AUD/USD (year-end value) 0.70 0.90 1.02 1.02 1.04 0.89 0.85 0.84 0.84
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The Australian economy has performed relatively well 
in aggregate  



The fiscal position in Australia and NZ remains sound, albeit the 
Australian Federal budget is not expected to return to surplus 
until ~2019 

Fiscal & Debt position 
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Australia’s Terms of Trade has driven strong income 
growth 

Source: ABS, RBA and ANZ 

Terms of trade since 1960 Income growth continues 
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Contributions to annual real GDP growth 

Sources: ABS, ANZ 

ANZ expects GDP to pick up in 2014 and 2015 and 
accelerate further in 2016 
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Major projects capital expenditure  

Business investment (largely mining) will detract from 
growth for several years … 

Sources: ABS, ANZ 
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Sources: BREE, ANZ 

… but Australia is entering the production phase -            
export volumes will pick up sharply as projects complete 
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Iron Ore - LNG 

Thermal/Coking Coal 



Composition of growth by industry highlights ongoing 
challenges  

GDP by industry – five year average growth rates as of Dec-13 

Sources: ANZ, ABS 
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China 



ANZ’s strategic focus has resulted in a strong customer 
franchise and growing business 
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  Staff Branches 
Presence 

since 

China ~950 81 1986 

Hong Kong ~1,300 3 1970 

Taiwan ~1,650 14 1980 

Strategic Focus 

ANZ Greater China strategy is focused on:  

1. Being the bank of choice for Greater China 
corporates and affluent individuals investing in 
Australia, New Zealand and the rest of Asia Pacific 

2. Leveraging our sector/product expertise and 
network to facilitate fast growing trade flows with 
and within Greater China; 

3. Being a leading on the ground international bank to 
multinationals operating in Greater China 

Corporate Profile 

1. 5 branches, 3 sub-branches under Local Incorporated entity ANZ Bank (China), and 1 rural bank 



Chinese GDP growth is slowing as the economy develops, 

but the GDP added each year remains substantial 

Source: CEIC, ANZ 
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There remains little sign of any significant slowdown in 
Chinese demand in the latest Australian data 

Iron ore export volumes 

Tourism arrivals from China Other exports to China 

Source: ABS, Bloomberg, BREE, RBA, ANZ 

53 

150 

200 

250 

300 

350 

400 

450 

500 

550 

600 

650 

04 05 06 07 08 09 10 11 12 13 14 

M
T
, 

1
2
 m

 r
o
ll
in

g
 s

u
m

 

Iron ore export volumes 

0 

2 

4 

6 

8 

10 

12 

14 

0 

10 

20 

30 

40 

50 

60 

70 

80 

92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 

S
h
a
re

 o
f to

ta
l s

h
o
rt te

rm
 a

rriv
a
ls

, %
 

 

N
u
m

b
e
r 

p
e
r 

m
o
n
th

 (
0
0
0
s
) 

Share of total short-term arrivals (RHS) 

Short-term arrivals from China (LHS) 

Australia-China trade balance 



Stress Testing 



Stress Testing I :  APRA   
(November 2012) 
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APRA Assumptions 

Macroeconomic 
parameter 

Assumption 

Real GDP 5% contraction in yr 1 

Unemployment Peak at 12% 

House Prices Fall by 35% 

Commercial 
Property Prices 

Fall of 40% 

Results 

Capital - Over the 3 year stress test, none of the 5 major banks would have failed or breached the 4% minimum T1 ratio. 
The weighted average reduction in Tier 1 capital ratios over the 3 year period was 3.8 percentage points. 

Funding and Liquidity - Pressures were alleviated by deposit growth and cash inflows from the CSA‟s in place due to the 
lower Australian Dollar.  

Losses – The highest losses in the Corporate, SME & commercial property books with residential mortgages accounting for 
20% of total losses. Credit losses in aggregate comparable with the early 1990‟s although not as high as the peaks. 

Test Scenario 

Domestic market - Households and businesses reduce consumption and 
investment leading to lower GDP and higher unemployment  

Global market - Disorderly resolution of the fiscal problems in Europe 
triggers dislocation in global debt markets and sharp downturn in the North 
Atlantic economies  

China - Growth slows sharply as the domestic spending does not offset the 
decline in exports. This results in reduced Chinese demand for minerals, 
lowering commodity prices significantly and consequently a fall in the $A 

ANZ Historical Loss rates* 

0.00%

0.50%

1.00%

1.50%

2.00%

88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13

Historical Loss Rate Median (Adjusted)

*Loss rates based on current portfolio mix 



Stress testing II : Moody's Scenario analysis   
(July 2013) 
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Cyclical Economic Downturn (Adverse) Severe Economic Crisis (Highly Adverse) 

Test Scenario 

Based on the Australian recession of 1991-1993 and “has 
a low to medium probability of materializing” 

● Unemployment was 11% 

● Highest losses from Commercial Real Estate sector 

● Housing losses adjusted upwards from actual scenario 

 

Moody’s Loan loss assumptions  

Residential Mortgages  0.50% 

Commercial Real Estate   2.40% 

Construction   2.40% 

Corporate, Business and Other 1.20% 

 

Results 

● 0.5 - 0.75% reduction in CET1 for the four major 
Australian banks, leaving CET1 ratios above 7.5% 
(APRA basis) over the 18 month stressed period 

● “All four major banks will have sufficient earnings 
capacity and capital to absorb credit losses arising in 
this cyclical downturn scenario, whilst sustaining their 
current dividend payments” 

Test Scenario 

Based on the US experience during 2007-11 and is “a less 
probable, extremely severe case” 

 

 

Moody’s Loan Loss assumptions  

Residential Mortgages  1.40% 

Commercial Real Estate   4.30% 

Construction   17.50% 

Corporate, Business and Other 5.50% 

 

Results 

● ~5% reduction in T1 ratios (ANZ‟s current T1 ratios are 
9.8% APRA and 12.1% B3 internationally harmonised) 
over the 18 month stressed period 

● “It will take a severe adverse scenario, similar to that 
experienced in the US during the 2007-11 period, for 
the four banks to suffer a material decline in their 
capital ratios to necessitate raising additional capital 
and a curtailment of dividend payments” 

Moody’s broad conclusion is that “Australian banks have sufficient earnings capacity and capital 
to absorb housing related credit losses arising in both the Adverse & Highly Adverse scenarios” 



Stress testing III : S&P’s China slowdown analysis   
(August 2013) 

“S&P concludes that a soft or medium slowdown in China would have 
no, or a low, impact on Australian FI ratings while a severe 

slowdown would see ratings of major Australian FI’s fall by 1 notch ” 

S&P Stress Test Results 

Base Case  
(55%-65% probability) 

Medium Landing 
(20%-25% probability) 

Hard Landing 
(5% probability) 

Economic Scenario 

China GDP 7.3 6.8 5.0 

Australia GDP 2.9 2.1 -1.0 

Unemployment 6.0 6.5 10.0 

OCR 2.3 1.8 0.5 

A$ 0.90 0.80 0.70 

Property price decline 0 10 25 

Modelled impact on a Hypothetical Large Australian Financial Institution  

RAC ratio 8 7.3 6.5 

Australia BICRA 2 2 3 

S&P Anchor a- a- bbb+ 

SACP a a bbb+ 

Gov. Support 2 2 3 

Sovereign rating AAA AAA AA+ 

ICR AA- AA- A+ 
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Key Treasury Contacts 

Australia and New Zealand Banking Group Limited 

Level 9, 833 Collins Street 

Docklands VIC 3008 

Australia 

 

Group Treasurer (Acting) 

Adrian Went 

Phone: +61 (3) 8654 5532  

Mobile: +61 (0) 412 027 151  

e-mail:  Adrian.Went@anz.com 

 

Head of Capital & Structured Funding 

John Needham   

Phone: +61 (2) 8037 0670  

Mobile: +61 (0) 411 149 158  

e-mail: John.Needham@anz.com  

  

 

 

 

 

For further information, please visit our website: www.anz.com  

 

 

Head of Group Funding  

Luke Davidson 

Phone: +61 (3) 8654 5140  

Mobile: +61 (0) 413 019 349  

e-mail: Luke.Davidson@anz.com 

 

Director, Group Funding  

Mostyn Kau   

Phone: +61 (3) 8655 3860  

Mobile: +61 (0) 478 406 607  

e-mail: Mostyn.Kau@anz.com 
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Disclaimer 

• The material in this presentation is general background information about the Bank‟s activities current at the date of the presentation.  It is information 
given in summary form and does not purport to be complete.  

• The Presentation and its contents are private and confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to any other 
person or published, in whole or in part, for any purpose. The Presentation is only directed at, and may be communicated to (A) in the European 
Economic Area, to persons who are "qualified investors" within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive 2003/71/EC);and 
(B) in the United Kingdom, to persons (i) having professional experience in matters relating to investments so as to qualify them as "investment 
professionals" under Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "Order"); or (ii) falling within 
Article 49(2)(a) to (d) of the Order; and/or (C) to other persons to whom it may otherwise lawfully be communicated (all such persons referred to in 
(A), (B) and (C) together being "Relevant Persons").  

• Nothing in the Presentation constitutes investment advice and any recommendations that may be contained herein have not been based upon a 

consideration of the investment objectives, financial situation or particular needs of any specific recipient. If you are not a Relevant Person you should 
not have received this Presentation and please return the Presentation to an officer of the Bank or to the Bank's registered office as soon as possible 
and take no other action. The information contained in this Presentation is not to be viewed by, or distributed or passed on (directly or indirectly) to, 
and should not be acted upon by any other class of persons other than Relevant Persons. 

• The distribution of this document in certain jurisdictions may be restricted by law and persons into whose possession any document or other 
information referred to herein comes should inform themselves about and observe any such restrictions. Any failure to comply with these restrictions 
may constitute a violation of the securities laws of any such jurisdiction. The Presentation is not directed to, or intended for distribution to or use by, 
any person or entity that is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, 
availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction. Subject to certain 
exceptions, neither this document nor any copy of it may be taken or transmitted into the United States or distributed in the United States, or to any 
national, citizen or resident thereof or any corporation, partnership or other entity created or organised under the laws thereof. The securities of the 
Bank have not been and will not be registered under the US Securities Act of 1933, as amended (the "Securities Act") or with any securities 
regulatory authority of any state or other jurisdiction of the United States.  Securities may not be offered or sold in the United States absent 
registration or an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. The Presentation does not 
constitute an offer of securities to the public in the United Kingdom, the United States, Australia or in any other jurisdiction.  

• By attending the Presentation or by accepting this document you agree to be bound by the foregoing provisions, limitations and 

conditions and, in particular, you will be taken to have represented, warranted and undertaken to the Bank that: (i) you are a Relevant 
Person (as defined above) and you will observe the foregoing provisions, limitations and conditions; (ii) you have read and agree to 
comply with the contents of this notice including without limitation the obligation to keep the information given in the Presentation 
confidential and to not further distribute this Presentation; and (iii) you will not at any time have any discussion, correspondence or 
contact concerning the information given in the Presentation with any of the directors or employees of the Bank or its subsidiaries nor 
with any of their suppliers or customers, or any governmental or regulatory body without the prior written consent of the Bank. 

• This presentation may contain forward-looking statements including statements regarding our intent, belief or current expectations with respect to 
ANZ‟s business and operations, market conditions, results of operations and financial condition, capital adequacy, specific provisions and risk 
management practices. When used in this presentation, the words “estimate”, “project”, “intend”, “anticipate”, “believe”, “expect”, “should” and similar 
expressions, as they relate to ANZ and its management, are intended to identify forward-looking statements.  Readers are cautioned not to place undue 
reliance on these forward-looking statements, which speak only as of the date hereof.  Such statements constitute “forward-looking statements” for the 

purposes of the United States Private Securities Litigation Reform Act of 1995.  ANZ does not undertake any obligation to publicly release the result of 
any revisions to these forward-looking statements to reflect events or circumstances after the date hereof to reflect the occurrence of unanticipated 
events. 

 


