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Bank Note$

Outside in the cold distance, a wildcat did
growl

Proposed revisions to capital adequacy and measurement
of capital (APS 111) manageable for the majors

APRA has growled and launched a review of the capital treatment of ADIs’
investments in banking and insurance subsidiaries. Changes are now proposed to
APS 111 at Level 1 to increase equity required to support investments in large
subsidiaries but reduce that for smaller ones. This is aimed more at the major banks
with substantial New Zealand operations. The current Level 1 treatment provides an
average uplift of 100bp to the majors’ CET1 ratio. This is based on 400% risk
weighting of the subsidiary investment after deducting intangibles and APRA believes
this capital support may be overstated. APRA is proposing to limit the tangible amount
of exposure to an unlisted individual subsidiary to 10% of net Level 1 Group CET1
capital and with amounts over this limit to be “met dollar-for-dollar” (i.e. any investment
in excess of this 10% limit will be fully deducted from net Level 1 Group CET1 capital
while anything below this limit will be risk weighted at 250%). While there is no impact
on the majors’ Level 2 CET1 ratio, the Level 1 CET1 impact is estimated (by the
majors) as follows: (2) ANZ -75bp although certain management actions would offset
much of this; (2) CBA -30bp although announced divestments and regulatory changes
would more than offset this; (3) NAB minimal impact; and (4) WBC -40bp although the
ratio has since been lifted by 25-30bp through intra-group transactions.

In a nutshell, all the majors appear well placed to weather any capital increase under
APRA'’s proposals (as evidenced by share price reactions today and yesterday). ANZ
would have to be the most resilient major purely based on CET1 flexibility (Level 1 and
Level 2), followed by CBA, NAB and WBC - that is also reflected in our pecking order.

NAB’s Buy rating reinstated

We lowered NAB'’s rating from Buy to Hold and its price target from $30.80 to $30.20
in our 2 October FY19 result preview note. This was largely based on capital concerns
(following nearly $1.2bn after tax charges in 2H19 for customer remediation and
software write-downs) that implied the bank is unlikely to achieve APRA’s
“unquestionably strong” minimum CET1 benchmark of 10.5% by 1 January 2020.
NAB has now clarified it expects to achieve this benchmark at both levels and we have
revised our FY19 final dividend forecast from 79¢ back to 83¢. As a result, the price
target is increased by 1% to $30.50 and NAB’s Buy rating is reinstated based on
easing capital concerns (although our 2H19 underwritten DRP assumption remains).

Table 1 — Investment summary

Mkt Cap | Price / Book (x) PE (x) Yield ROE EPS growth Price Last
($bn) 2019e  2020e | 2019 2020e | 2019 2020e | 2019 2020e | 2019e  2020e | target price  Rating
MAJORS
ANZ 78.9 13 1.3 1.9 12.0 5.7% 5.7% 11.2% 10.8% 5% -1% $20.30 $27.83 Buy
CBA 140.4 2.0 1.9 16.5 16.1 5.4% 5.4% 125% 12.3% -6% 2% $86.00 $79.31 Buy
NAB 82.0 1.5 1.4 15.7 121 5.8% 5.8% 9.9% 12.6% -14% 29% $30.50 $28.45 Buy
WBC 101.0 1.5 15 14.5 12.8 6.4% 6.2% 10.8% 121% | -16% 14% $30.20 $28.94  Hold

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES
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Outside in the cold distance, a wildcat did

growl

Proposed revisions to capital adequacy and measurement of
capital (APS 111) manageable for the majors

APRA released a strengthened prudential standard aimed at mitigating contagion risk
within banking groups (APS 222) back in August. This largely impacts banks with
substantial operations overseas and in particular the major banks’ subsidiaries in New
Zealand.

As an adjacent issue, APRA has growled again and launched a review of the capital
treatment of ADIs’ investments in banking and insurance subsidiaries. Changes are now
proposed to the prudential standard covering capital adequacy and the measurement of
capital (APS 111) at Level 1 that will increase the amount of equity required to support
investments in large subsidiaries but reduce that for smaller ones. This is again aimed
more at the major banks with substantial New Zealand operations.

To recap, Level 1 includes the parent bank, offshore branches and APRA approved
extended licence entities while Level 2 comprises the consolidated banking group
excluding the insurance and funds management businesses.

APRA is of the view that no material additional capital is required at the consolidated level
although some ADIs may have to raise capital. Regardless, APRA believes there are
options available to the major banks to provide for any higher capital requirements
including retaining more profits locally (i.e. repatriating less New Zealand dividends back to
Australia — no surprises as the majors have been gearing for this possibility since the
RBNZ'’s call for higher capital levels).

The current Level 1 treatment provides an average uplift of 100bp to the majors’ CET1
ratio. This is based on 400% risk weighting of the subsidiary investment after deducting
intangibles and APRA believes this capital support may be overstated.

As the focus is more on large exposures, APRA is proposing to limit the tangible amount of
exposure to an unlisted individual subsidiary to 10% of net Level 1 Group CET1 capital and
with amounts over this limit to be “met dollar-for-dollar”. In other words, any investment in
excess of this 10% limit will be required to be fully deducted from net Level 1 Group CET1
capital. Anything below this 10% limit will be risk weighted at 250% — such that ADlIs with
investments below this limit will actually gain on the capital front.

The impact as estimated by each of the majors is as follows:

1. ANZ — Reduction in Level 1 CET1 ratio of ~$2.5bn or 75bp before offsetting
management actions (the bank believes this is an unlikely outcome given post
implementation of certain management actions — possibly through intra-group
transactions — would lead to a minimal overall impact) with no impact on Level 2
CET1 ratio (~11.5% pro-forma as at 30 June 2019). ANZ’s Level 1 outcome was as
expected given it is the largest New Zealand bank. However, ANZ has the best CET1
ratio among the majors and is best placed to absorb any higher capital requirements.

2. CBA — Reduction in Level 1 CET1 ratio of ~NZ$3.0bn or 30bp (i.e. from 11.2% as at
30 June 2019 to 10.9% before the impact of announced divestments and regulatory
changes) with no impact on Level 2 CET1 ratio (pro-forma ~11.8% after announced
divestments and regulatory changes). The pro-forma 10.9% Level 1 CET1 ratio
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presents a healthy buffer and the bank retains sufficient capacity to meet future
regulatory requirements.

3. NAB - Minimal impact on Level 1 CET1 ratio (10.6% as at 31 March 2019) and no
impact on Level 2 CET1 ratio (10.4% as at 31 March 2019 and 30 June 2019). In
addition, replacing the New Zealand bank’s AT1 and Tier 2 securities issued to the
parent with externally issued instruments over time could reduce overall Level 1
capital requirements. On a positive note, NAB further indicated it expects to achieve
APRA’s unquestionably strong CET1 benchmark of 10.5% by 1 January 2020.

4. WBC — Reduction in Level 1 CET1 ratio of ~$1.6bn or 40bp (i.e. from 10.5% as at 30
June 2019 to 10.1%) with no impact on Level 2 CET1 ratio (10.5% as at 30 June
2019). WBC indicated there has been progress in lifting Level 1 CET1 ratio by 25-
30bp since then through intra-group transactions.

In a nutshell, all the majors appear well placed to weather any capital increase under
APRA’s APS 111 proposals (as evidenced by share price reactions today and yesterday).
ANZ would have to be the most resilient major purely based on CET1 flexibility (Level 1
and Level 2), followed by CBA, NAB and WBC — that is also reflected in our pecking order.
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nk Cheat Sheet 1 (S&P 1 ly)
IS = = A= B =N S

1 EaD ($bn) (APRA Table 7d)
Home 377 593 391 562 45 44 30 51
Other retail 55 42 15 35 0 4 15 "
Agriculture, forestry & fishing 35 22 45 21 4 6 0 0
Oil & gas 7 8 7 3 0 0 0 1
Mining 7 9 2 5 0 0 0 2
Mining senices 2 1 1 2 0 0 0 0
Other commercial 489 360 396 406 18 8 5 72
Total 971 1,035 857 1,034 68 62 49 136
2020e growth (BP) 3% 4% 5% 4% 3% 3% 3% -
2021e growth (BP) 3% 4% 6% 4% 3% 4% 3% -
Domestic market share (APRA)
Home - owner occupied 15% 26% 14% 21% 3% 3% 1% 2%
Home - investor 14% 24% 18% 29% 2% 2% 2% 3%
Credit card 18% 27% 13% 23% 0% 1% 0% 1%
Other consumer 16% 19% 20% 27% 3% 3% 0% 2%
Wholesale lending (non-financials) 15% 17% 22% 17% 2% 2% 1% 1%
Mortgage lending by State
NSW / ACT 32% 36% 39% % 29% 24% 27% -
vic 33% 28% 31% 26% 1% 39% 16% -
QLD 16% 19% 16% 17% 48% 15% 43% -
WA 13% 1% 9% 9% 7% 9% 10% -
SA / other 6% 6% 5% 7% 5% 13% 4% -
Total 100% 100% 100% 100% 100% 100% 100% -

2 Group funding (ex-SHE)
Customer deposits as % of funding - Term 35% 22% 21% 28% 27% 43% 34% -
Customer deposits as % of funding - Other 29% 47% 36% 39% 37% 38% 31% -
Other as % of funding 36% 31% 43% 33% 37% 18% 36% -
Total 100% 100% 100% 100% 100% 100% 100% -
Customer deposits as % of gross loans 80% 76% 70% 1% 66% 84% 68% -
Net interest margin 1.79% 2.10% 1.79% 2.12% 1.79% 1.96% 1.94% -
NSFR 115% 12% 113% 11% 112% 12% 110% 113%
Wholesale funding <12 month maturity 25% 14% 17% 14% 12% 8% 14% -
2020e w'sale funding requirement ($bn) 23 32 31 30 3 1 1 -
Liquidity Coverage Ratio (average) 143% 132% 128% 137% 127% 125% 124% 154%
Domestic market share - deposits (APRA) 13% 24% 17% 21% 2% 2% 2% 3%

3 Asset quality
Bad debt charge as % of GLA 0.13% 0.16% 0.15% 0.09% 0.02% 0.08% 0.13% -
Provisions as % of GLA 0.70% 0.63% 0.66% 0.56% 0.49% 0.58% 0.60% -
90 days past due as % of GLA 0.55% 0.44% 0.53% 0.70% 0.93% 0.71% 0.63% -
Commercial property exposure 4.3% 6.3% 7.4% 6.4% 4.9% 6.8% <1.0% -
Texas Ratio 8.4% 8.6% 8.2% 9.2% 15.2% 12.5% 10.6% -
Institutional loans by risk grade (estimate]
AAA to BBB- (investment grade) 78% 67% 76% 61% - - - -
Other 22% 33% 24% 39% - - - -
Total 100% 100% 100% 100% - - - -

4 EaD by industry ($bn)
Agriculture, F&F & mining 49 40 56 19 4 6 - -
Construction & property related 70 74 87 91 3 4 - -
Entertainment, leisure & tourism 16 6 10 10 1 0 - -
Financial 13 69 96 7 2 1 - -
Manufacturing 42 15 20 30 0 0 - -
Retail 412 635 407 603 45 48 - -
Senvices 13 13 24 35 0 0 - -
Sovereign 155 90 62 80 3 0 - -
Trade 46 20 32 35 0 1 - -
Transport & storage 19 20 23 18 0 0 - -
Other 36 53 40 40 8 2 - -
Total 971 1,035 857 1,034 68 62 49 136
Agriculture, F&F & mining 5% 4% 6% 2% 6% 10% - -
Construction & property related 7% 7% 10% 9% 5% 7% - -
Entertainment, leisure & tourism 2% 1% 1% 1% 2% 1% - -
Financial 12% 7% 1% 7% 3% 1% - -
Manufacturing 4% 1% 2% 3% 0% 0% - -
Retail 42% 61% 48% 58% 67% 76% - -
Senices 1% 1% 3% 3% 0% 1% - -
Sovereign 16% 9% 7% 8% 5% 0% - -
Trade 5% 2% 4% 3% 0% 1% - -
Transport & storage 2% 2% 3% 2% 0% 0% - -
Other 4% 5% 5% 4% 12% 3% - -
Total 100% 100% 100% 100% 100% 100% 100% 100%

5 EabD by portfolio ($bn)
Retail 412 635 407 603 45 48 44 61
Corporate 176 182 137 198 6 0 0 49
Business / SME 116 59 155 89 " 14 0 16
Financial 113 69 96 63 2 1 2 8
Sovereign 155 90 62 80 3 0 3 2
Total 971 1,035 857 1,034 68 62 49 136
Retail 42% 61% 48% 58% 67% 76% 90% 45%
Corporate 18% 18% 16% 19% 9% 0% 0% 36%
Business / SME 12% 6% 18% 9% 17% 22% 0% 12%
Financial 12% 7% 1% 6% 3% 1% 3% 6%
Sovereign 16% 9% 7% 8% 5% 0% 6% 1%
Total 100% 100% 100% 100% 100% 100% 100% 100%

6 NPAT by segment
Retail banking 47% 52% 23% 55% 15% 67% 38% -
Wholesale banking 53% 44% 74% 55% 15% 33% 62% -
Wealth 1% 2% 3% 9% 4% 0% 0% -
Offshore (ex-New Zealand) & other 1% 3% 0% 0% 66% 0% 0% -
Total 100% 100% 100% 100% 100% 100% 100% -

7 NPAT by geography
Australia 78% 86% 85% 84% 80% 100% 100% -
New Zealand 22% 1% 15% 16% 20% 0% 0% -
Other 1% 3% 0% 0% 0% 0% 0% -
Total 100% 100% 100% 100% 100% 100% 100% -
Bank group cost-to-income ratio 46% 46% 47% 44% 56% 57% 48% 64%

8 Capital management (last reported)
APRA leverage ratio (>4%) (Tier 1/ EaD) 5.5% 5.6% 5.4% 5.7% 5.4% 6.8% 6.6% 5.3%
APRA CET1 (>10.5% MTB, >8.5% others) 11.8% 10.7% 10.4% 10.5% 9.3% 8.9% 9.3% 11.4%
Tier 1 13.8% 12.7% 12.5% 12.7% 11.0% 11.3% 10.9% 13.5%
International CET1 17.2% 16.2% 14.6% 15.9% - - - 14.3%

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES
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Table 3 — Bank Cheat Sheet 2 (S&P 1 ly)
| we | ca ] me | wec | _sw | en | oo | mc |

9 Pricing
Shareprice $27.83 $79.31 $28.45 $28.94 $13.33 $11.26 $9.58 $132.17
Price target $29.30 $86.00 $30.50 $30.20 $14.80 $10.80 $9.70 $140.00
Target PB
- 2020e 1.3 241 15 16 1.4 0.9 1.0 2.4
-2021e 1.3 2.1 1.4 1.5 1.4 0.9 0.9 2.3
Target PE
-2020e 12.6 175 13.0 13.3 13.2 12.7 1.7 16.0
-2021e 125 16.6 123 12.8 15.5 12.4 1.3 14.9
Target yield
- 2020e 5.5% 5.0% 5.4% 6.0% 5.3% 6.5% 7.0% 4.3%
-2021e 5.5% 5.0% 5.4% 6.0% 5.4% 6.5% 7.0% 4.6%
Expected retum 11.0% 13.9% 13.0% 10.6% 16.9% 21% 8.4% 10.5%
BP recommendation Buy Buy Buy Hold Buy Hold Hold Buy
S&P long term Issuer Credit Rating (ICR) AA- AA- AA- AA- A+ BBB+ BBB+ BBB (Bank A)
Moody's long term Issuer Credit Rating (ICR) Aa3 Aa3 Aa3 Aa3 A1 A3 A3 A3 (Bank A2)
Market capitalisation ($bn) 79 140 82 101 17 6 4 47
TSR
1 week 3% 1% 1% 2% 1% 1% 0% 5%
1 month 1% -3% 2% -2% -3% 1% -3% 2%
3 months 3% 1% 6% 5% 5% 2% 4% 4%
1 year 15% 27% 18% 18% 2% 19% 0% 21%
BP estimates
PB 2018 (x) 1.3 2.1 1.6 1.6 1.2 1.0 1.0 2.6
PB 2019e (x) 1.3 2.0 1.5 1.5 1.3 1.0 1.0 2.6
PB 2020e (x) 1.3 1.9 1.4 1.5 1.3 1.0 1.0 2.3
PB 2021e (x) 1.2 1.9 1.3 1.4 1.3 0.9 0.9 22
ROE 2018 1% 14% 12% 13% 8% 8% 10% 17%
ROE 2019 1% 12% 10% 1% 8% 7% 8% 18%
ROE 2020e 1% 12% 13% 12% 1% 7% 9% 16%
ROE 2021e 1% 13% 13% 12% 9% 8% 9% 16%
NIM 2018 1.87% 2.15% 1.85% 2.22% 1.84% 1.98% 1.98%
NIM 2019e 1.79% 2.10% 1.79% 2.10% 1.90% 1.96% 1.93%
NIM 2020e 1.75% 2.06% 1.77% 2.07% 1.90% 1.91% 1.92%
NIM 2021e 1.73% 2.05% 1.77% 2.08% 1.89% 1.90% 1.92%
PE 2018 (x) 12,5 15.5 13.5 123 15.6 12.2 10.1 17.4
PE 2019e (x) 1.9 16.5 15.7 145 15.5 13.2 12.0 15.0
PE 2020e (x) 12.0 16.1 1241 12.8 1.9 13.2 1.6 15.1
PE 2021e (x) 1.9 15.3 1.5 122 14.0 12,9 1.2 141
EPS 2018 (cps) 223 510 210 236 85 92 95 758
EPS 2019e (cps) 234 481 181 199 86 85 80 883
EPS 2020e (cps) 232 492 234 227 12 85 83 876
EPS 2021e (cps) 234 517 247 237 95 87 86 938
EPS growth 2018 -4% -9% -16% 1% -5% 4% -3% 15%
EPS growth 2019e 5% 6% -14% -16% 1% -8% -15% 17%
EPS growth 2020e 1% 2% 29% 14% 30% 0% 4% 1%
EPS growth 2021e 1% 5% 6% 4% -15% 2% 3% 7%
DPS 2018 (cps) 160 431 198 188 81 70 76 525
DPS 2019e (cps) 160 431 166 184 78 70 68 575
DPS 2020e (cps) 160 431 166 180 78 70 68 601
DPS 2021e (cps) 160 431 166 180 80 70 68 637
Yield 2018 5.7% 5.4% 6.9% 6.5% 6.1% 6.2% 7.9% 4.0%
Yield 2019e 5.7% 5.4% 5.8% 6.4% 5.9% 6.2% 7.1% 4.4%
Yield 2020e 5.7% 5.4% 5.8% 6.2% 5.9% 6.2% 7.1% 4.5%
Yield 2021e 5.7% 5.4% 5.8% 6.2% 6.0% 6.2% 7.1% 4.8%
Payout 2018 72% 80% 94% 80% 86% 76% 81% 69%
Payout 2019e 68% 90% 91% 92% 90% 82% 85% 65%
Payout 2020e 69% 88% 71% 79% 69% 82% 82% 69%
Payout 2021e 68% 83% 67% 76% 84% 80% 79% 68%
BDD as % of GLA 2014 0.19% 0.16% 0.15% 0.11% 0.27% 0.15% 0.22%
BDD as % of GLA 2015 0.19% 0.15% 0.14% 0.12% 0.11% 0.12% 0.18%
BDD as % of GLA 2016 0.33% 0.18% 0.15% 0.17% 0.03% 0.08% 0.16%
BDD as % of GLA 2017 0.21% 0.15% 0.14% 0.13% 0.01% 0.12% 0.11%
BDD as % of GLA 2018 0.11% 0.15% 0.13% 0.10% 0.05% 0.11% 0.09%
BDD as % of GLA 2019e 0.13% 0.16% 0.15% 0.10% 0.02% 0.08% 0.09%
BDD as % of GLA 2020e 0.15% 0.17% 0.18% 0.12% 0.03% 0.09% 0.14%
BDD as % of GLA 2021e 0.16% 0.17% 0.19% 0.13% 0.04% 0.09% 0.14%
Provisions as % of RWA 2014 1.1% 1.2% 1.0% 1.1% 1.2% 0.9% 1.4%
Provisions as % of RWA 2015 1.0% 1.0% 1.0% 0.9% 1.2% 0.9% 1.3%
Provisions as % of RWA 2016 1.0% 1.0% 0.9% 0.9% 0.8% 1.0% 1.2%
Provisions as % of RWA 2017 1.0% 0.9% 0.9% 0.8% 0.7% 0.7% 11%
Provisions as % of RWA 2018 0.9% 0.8% 0.9% 0.7% 0.7% 0.8% 0.9%
Provisions as % of RWA 2019e 1.1% 1.1% 1.0% 0.9% 0.7% 1.0% 0.9%
Provisions as % of RWA 2020e 1.1% 1.1% 1.0% 0.9% 0.7% 1.0% 0.9%
Provisions as % of RWA 2021e 1.1% 1.1% 1.0% 0.9% 0.7% 1.0% 0.9%
10 Strategy
Focus on retail and Focus on retail and Focus on retail and Moving towards
business banking business business banking | More of a GI now Strong retail Strong retail annuity-style
in Australia and IT leadership : in Australia and with smaller . funding base to L
New Zealand, and | underpinning core (e.Spec.'aHy New Zealand, and banking funding base to support growth in eamings; leveraged
selected retail bank in agnbu§|ness) selected component; lately prowde_platform for WA and VIC; well o global growth
- . banking in PN . growth in SME and L through asset
institutional Australia & NZ . institutional pursuing front end capitalised and
Australia and New . wealth L management and
markets here and Zealand markets here and opportunities provisioned infrastructure
overseas overseas
11 Value proposition
Maximising NIM
and ROE through
focus markets and | Wealth demerger, Significant " Value add is to buy | Focused on higher Best growth
cost management, | focus on higher B.n:ge ROE' 920 improvements in S;IE‘US capng\ and SUN's Core Bank |margin leasing and | outlook based on
and having the best| ROE core retail wit pgers, o0us core retail banking cost savings, or regional QLD | specialty finance infrastructure
" N on business, SME - rate and volume . N
capital and business and retail banking efficiency and increases players such as | businesses; credit | leverage; return of
management banking productivity ABA or MYS systems top notch | surplus capital
flexibility in its peer,
group

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES
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Research Team
Staff Member Title/Sector Phone (@bellpotter.com.au
Expect >15% total return on a TS Lim Head of Research 612 8224 2810 tslim
12 month view. For stocks regarded Industrials

as ‘Speculative’ a return of >30% is

Steven Anastasiou Industrials 613 9235 1952 sanastasiou
expected. James Filius Industrials 613 9235 1612 ffilius
Expect total return between -5% Sam Haddad Industrials 612 8224 2819 shaddad
and 15% on a 12 month view Alex McLean Industrials 612 8224 2886 amclean
Hamish Murray Industrials 613 9235 1813 hmurray
Expect <-5% total return on a Chris Savage Industrials 612 8224 2835 csavage
12 month view Jonathan Snape Industrials 61392351601  jsnape
Speculative Investments are either start-up Damien Williamson Industrials 613 9235 1958  dwilliamson
enterprises with nil or only prospective Healthcare/Biotech
operations or recently commenced John Hester Healthcare 612 8224 2871 jhester
operations with only forecast cash flows, or Tanushree Jain Healthcare/Biotech 612 8224 2849 tnjain
companies that have commenced Financials
operations or have been in operation for TS Lim Banks/Regionals 612 8224 2810 tslim
some time but have only forecast cash Lafitani Sotiriou Diversified Financials/Fintech 613 9235 1668 Isotiriou
flows and/or a stressed balance sheet. Resources
Peter Arden Resources 613 9235 1833 parden
Such investments may carry an David Coates Resources 6128224 2887  dcoates
exceptionally high level of capital risk and Stuart Howe Resources 613 9235 1856 showe
volatility of returns. Associates
Joseph House Associate Analyst 613 9235 1624 jhouse
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The following may affect your legal rights.
IMPORTANT DISCLAIMER

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your
relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained in
the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the information
contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

RESEARCH POLICIES

For Bell Potter's Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website:

https:/www.bellpotter.com.au/topnavigation/private-clients/stockbroking/research
DISCLOSURE OF INTEREST

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting and
management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests in the
securities referred to in this document. Bell Potter acted as Co-manager in the following transactions and received fees for the services: CBA PERLS XI & XlI Capital Notes (Nov
2018 & Oct 2019); WBC Capital Notes 6 (Nov 2018); MQG Capital Notes 4 (MQGPD) (Feb 2019) & NAB Capital Notes 3 (Feb 2019).

TS Lim, authoring analyst, holds long positions in ABA, ANZ, BOQ, CBA, CBAPC, MQG, MQGPC, MQGPD and SUN.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst covered
in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner, and (2) no
part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the research report.
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