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NAB 2015 Third Quarter Trading Update
Good result with further progress on strategic priorities
Key points
The quarterly average of the March 2015 Half Year results is used for comparison purposes unless otherwise stated.

1
2



Unaudited cash earnings1 were approximately $1.75 billion, which is approximately 9% up
on the prior corresponding period and approximately 6% above the quarterly average of the
March 2015 Half Year result.



On a statutory basis, unaudited net profit attributable to the owners of the Company for the
June quarter was approximately $1.85 billion. The main difference between statutory and
cash earnings relates to elimination of treasury shares, and fair value and hedge
ineffectiveness.



On a cash earnings basis:
 Revenue increased approximately 4%. Excluding a legal settlement gain in this quarter,
and gains in the March 2015 Half Year from the UK Commercial Real Estate loan
portfolio sale and SGA asset sales, revenue rose approximately 2%. Group net interest
margin declined due to weaker Markets and Treasury2 income and competition for
business lending.
 Expenses increased approximately 4%. Key drivers included investment in the Group’s
priority customer segments, impairment of a small legacy equity investment and the
impact of changes in foreign exchange rates.
 The charge for Bad and Doubtful Debts (B&DDs) for the quarter fell 15% to $193
million due primarily to lower charges in Australian Banking.



The Group’s Common Equity Tier 1 (CET1) ratio was 9.94% as at 30 June 2015, an
increase of 107 basis points from March 2015 mainly reflecting the rights issue proceeds.
The Group’s CET1 target ratio from 1 January 2016 remains between 8.75% – 9.25%,
based on current regulatory requirements.



The Group’s quarterly average liquidity coverage ratio as at 30 June 2015 was 118%.

Refer to note on cash earnings on page 4 of this document.
Markets and Treasury income represents Customer Risk Management and NAB Risk Management Income.
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Executive Commentary
“This is a good quarterly result with continuing momentum in our Australian and New Zealand
business, improvements in asset quality and further progress made towards addressing legacy
issues,” NAB Group CEO Andrew Thorburn said.
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“Over this period we have maintained a clear focus on our core Australian and New Zealand
business. We have continued to invest in a disciplined way in our priority customer segments of
home lending, SME and Specialised Business, to deliver a better experience for customers and
improve returns to shareholders. Business Banking loan growth has further accelerated in our
priority segments which is encouraging, as are recent improvements in Australian business
confidence and conditions highlighted in the June 2015 NAB Quarterly Business Survey. It’s also
pleasing to see results continue to improve in our Wealth business, including delivering strong
investment fund performance for our customers.
“We continue to make good progress addressing our legacy and low returning assets to enable
greater focus on building a stronger Australian and New Zealand business. Following the end of
the third quarter, we successfully divested our remaining holding in Great Western Bank, which will
release approximately $1.3 billion of CET1 capital (approximately 34 basis points). In addition,
NAB Wealth’s life reinsurance transaction took effect from 1 July 2015 which is expected to release
a further $500 million of CET1 capital (13 basis points) to the NAB Group and reduces the Group’s
exposure to retail life insurance while maintaining distribution of life insurance products and
services to the Group’s customers. Substantial progress has also been made on our intention to
pursue a demerger and IPO of Clydesdale Bank over the last three months and we will provide the
market with a detailed update of the proposed transaction at our 2015 Full Year results.
“On the technology front, our Personal Banking Origination Platform pilot has recently commenced
with a small volume of customer applications now processed in a live environment. This pilot marks
important progress towards a step-change improvement in customer experience, driven by
modernised product origination and fulfilment. We have also committed $50 million over three
years to a new innovation fund, NAB Ventures, to accelerate the Bank’s focus on customer-led
innovation.
“Maintaining a strong balance sheet has been an essential component of our Group strategy, and
the recently completed $5.5 billion rights issue was consistent with this objective. As a result, we
are well placed to respond to APRA’s announcement of an increase in mortgage risk weights from
1 July 2016,” he said.
Business Unit Commentary
Australian Banking cash earnings increased reflecting further falls in B&DD charges, in part due to
an agriculture and resources sector overlay taken in the March 2015 Half Year which was not
repeated. Revenue rose slightly benefitting from higher volumes of housing and business lending,
partly offset by lower Markets and Treasury3 income and weaker margins in business lending.
NZ Banking local currency cash earnings rose over the quarter. Increased revenue, driven by
higher margins and steady volume growth, was partly offset by higher expenses.
NAB Wealth cash earnings increased, benefitting from favourable investment markets, and higher
premiums combined with lower retail claims.
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Markets and Treasury income represents Customer Risk Management and NAB Risk Management Income.
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UK Banking local currency cash earnings declined over the quarter mainly due to the timing of the
Financial Services Compensation Scheme (FSCS) levy and the non-recurrence of a one-off
pension scheme gain reported in the March 2015 Half Year. Asset quality continued to improve.
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Group Asset Quality
Group asset quality metrics continued to improve over the period. The ratio of Group 90+ days
past due and gross impaired assets to gross loans and acceptances was 0.78% at 30 June 2015
compared to 0.85% at 31 March 2015.
The ratio of collective provision to credit risk weighted assets was 1.01% at 30 June 2015,
unchanged from 31 March 2015. The ratio of specific provisions to impaired assets was 35.2% at
30 June 2015 compared to 35.5% at 31 March 2015.
UK Customer Conduct Update
At the March 2015 Half Year results announcement NAB provided an update on UK customer
conduct matters including the requirement by the UK Prudential Regulation Authority (PRA) for
NAB to provide £1.7 billion capital support to Clydesdale Bank in relation to potential future legacy
conduct costs to achieve the proposed demerger and IPO of that business. The update also
disclosed the ongoing significant risk and uncertainty in determining costs associated with conductrelated matters as a contingent liability of the Group. Since the release of the March 2015 Half
Year results Clydesdale Bank has continued to operate its remediation program, including
progress on the past business review and any consequent need to undertake further proactive
customer contact.

Based on the work undertaken to date, which is ongoing and remains incomplete, it is currently
expected that an additional provision in respect of payment protection insurance will need to be
recognised in finalising the Group's 2015 Full Year accounts and that the provision may be in the
range of £290 million to £420 million, primarily driven by increased costs to run the remediation
program and impact of the past business review. In relation to interest rate hedging products,
based on current redress calculations for completed reviews, and assuming redress calculations
remain consistent, it is expected that an additional provision in the range of £60 million and £80
million may also be required at the 2015 Full Year result. Any provision taken will be reported in
cash earnings as a specified item.
The amount of any provisions booked as part of the 30 September 2015 Full Year results form part
of the previously announced £1.7 billion conduct mitigation package and will reduce the amount of
the mitigation package provided in the event of demerger. As disclosed in the March 2015 Half
Year results, there continue to be a wide range of uncertain factors relevant to determining the total
costs associated with conduct related matters. A full assessment of the actual provisions to be
recognised will be made in the normal course as part of the finalisation of the 30 September 2015
Full Year results.
For further information:

Media
Meaghan Telford
M: +61 (0) 457 551 211

Emily Ritchie
M: +61 (0) 477 389 438

Investor Relations
Ross Brown
M: +61 (0) 417 483 549
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Natalie Coombe
M: +61 (0) 477 327 540

Disclaimer – Forward-Looking Statements
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This announcement contains statements that are, or may be deemed to be, forward-looking statements. These forward-looking
statements may be identified by the use of forward-looking terminology, including the terms "believe", "estimate", "plan", "project",
"anticipate", "expect", "intend", “likely”, "may", "will", “could” or "should" or, in each case, their negative or other variations or other similar
expressions, or by discussions of strategy, plans, objectives, targets, goals, future events or intentions. Indications of, and guidance on,
future earnings and financial position and performance are also forward-looking statements. Such forward-looking statements are not
guarantees of future performance and involve known and unknown risks, uncertainties and other factors, many of which are beyond the
control of the Group, which may cause actual results to differ materially from those expressed or implied in such statements. There can
be no assurance that actual outcomes will not differ materially from these statements. Further information on important factors that
could cause actual results to differ materially from those projected in such statements is contained in the Group’s Annual Financial
Report.
The Group expressly disclaims any obligation or undertaking to update, review or revise any of the forward looking statement contained
in this announcement whether as a result of new information, future developments or otherwise.
To the maximum extent permitted by law, the Group, its advisers, affiliates, related bodies corporate, directors, officers, partners,
employees and agents:

Exclude and disclaim all liability (including without limitation for negligence) for any expense, loss, damage or cost incurred as
a result of the information in this announcement being inaccurate or incomplete in any way for any reason; and

Make no representation or warranty, express or implied, as to the currency, accuracy, reliability or completeness of
information in this announcement.

Note on Cash Earnings
Full detail on how cash earnings is defined, a discussion of non-cash earnings items and a full reconciliation of statutory net
profit attributable to owners for the half year ended 31 March 2015 is set out on pages 2 to 7 of the 2015 Half Year Results
Announcement under the heading “Profit Reconciliation”.

The Group’s results and Review of Divisional Operations and Results are presented on a cash earnings basis, unless otherwise stated.
Cash earnings is a key financial performance measure used by NAB, the investment community and NAB’s Australian peers with a
similar business portfolio. NAB also uses cash earnings for its internal management reporting, as it better reflects what NAB considers
to be the underlying performance of the Group. It is not a statutory financial measure and is not presented in accordance with Australian
Accounting Standards nor audited or reviewed in accordance with Australian Auditing Standards. “Cash earnings” is calculated by
excluding some items which are included within the statutory net profit attributable to owners of the Company. The Group’s financial
statements, prepared in accordance with the Corporations Act 2001 (Cth) and Australian Accounting Standards, and reviewed by the
auditors in accordance with Australian Auditing Standards, are included in Section 5 of the 2015 Half Year Results Announcement.

Treasury shares are shares in the NAB held by the Group’s life insurance business and in trust by a controlled entity of the Group to
meet the requirements of employee incentive schemes. The unrealised mark-to-market movements arising from changes in the share
price, dividend income and realised profit and losses arising from the sale of shares held by the Group’s life insurance business are
eliminated for statutory reporting purposes.
Fair value and hedge ineffectiveness represents volatility attributable to the Group’s application of the fair value option, ineffectiveness
from designated accounting and economic hedge relationships and economic hedges of significant approved funding activities where
hedge accounting has not been applied.
Disclaimer – Matters relating to potential demerger and IPO of Clydesdale Bank
THIS ANNOUNCEMENT DOES NOT CONTAIN OR CONSTITUTE AN OFFER OF, OR THE SOLICITATION OF AN OFFER TO BUY
OR SUBSCRIBE FOR ANY SECURITIES TO ANY PERSON IN ANY JURISDICTION. NOR IS IT CONTEMPLATED ANY RETAIL
OFFER WILL BE MADE AS PART OF ANY IPO.

The information contained in this announcement in relation to the potential demerger and IPO of Clydesdale Bank is for background
purposes only and does not purport to be full or complete. No reliance may be placed for any purpose on the information contained in
this announcement or its accuracy, fairness or completeness. This document is not intended to be relied upon as advice to investors or
potential investors and does not take into account the investment objectives, financial situation or needs of any particular investor.

Neither this announcement nor the information contained herein is for publication, distribution or release, in whole or in part, directly or
indirectly, in or into or from the United States (including its territories and possessions, any State of the United States and the District of
Columbia), Canada, Japan or any other jurisdiction where to do so would constitute a violation of the relevant laws of such jurisdiction.
The distribution of this announcement may be restricted by law in certain jurisdictions and persons into whose possession any document
or other information referred to herein comes should inform themselves about and observe any such restriction. Any failure to comply
with these restrictions may constitute a violation of the securities laws of any such jurisdiction.
This announcement does not constitute a disclosure document under the Australian Corporations Act 2001 (“Corporations Act”) or a
product disclosure statement under Chapter 7 of the Corporations Act and will not be lodged with the Australian Securities and
Investments Commission. This document is not, and under no circumstances is to be construed as, an advertisement or a public
offering of any securities in Australia.
This announcement is not addressed to the public (i) in the United Kingdom or (ii) in any other Member State of the EEA. In the event
that an IPO proceeds, any investment in such offer may be made available only to (a) persons in member states of the European
Economic Area ("EEA") who are qualified investors within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive
2003/71/EC as amended, including by Directive 2010/73/EC) ("Qualified Investors") and (b) in the UK to Qualified Investors who are (i)
are persons who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and
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Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "Order") or (ii) are persons who are high net worth entities falling
within Article 49(2)(a) to (d) of the Order. This announcement must not be acted on or relied on (i) in the United Kingdom, by persons
who are not relevant persons, and (ii) in any member state of the EEA other than the United Kingdom, by persons who are not Qualified
Investors. Any investment or investment activity to which this announcement relates is available only to relevant persons in the United
Kingdom and Qualified Investors in any member state of the EEA other than the United Kingdom, and will be engaged in only with such
persons.

For personal use only

This announcement does not contain or constitute an offer of, or the solicitation of an offer to buy or subscribe for any securities to any
person in any jurisdiction, including the United States, Australia, Canada or Japan. No securities may be offered or sold, directly or
indirectly, in the United States unless registered under the United States Securities Act of 1933, as amended (the "US Securities Act") or
offered in a transaction exempt from, or not subject to, the registration requirements of the US Securities Act. No offer or sale of any
securities has been registered under the US Securities Act or under the applicable securities laws of Australia, Canada or Japan.
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