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(1m) (3m) (12m)

Price (A$) 21.77 21.35 24.54

Absolute (%) 10.75 12.93 -1.75

Rel market (%) 4.99 13.10 -10.95

Expecting $3.11bn cash earnings, 59¢ interim dividend 

WBC will release its 1H22 result on Monday 9 May.  Our forecasts are: 1) statutory 

earnings $3.09bn; 2) statutory EPS 84¢; 3) cash earnings $3.11bn; 4) cash EPS 85¢; 

5) cash earnings ex-notable items $3.64bn; 6) cash EPS ex-notable items 99¢; 7) fully 

franked interim dividend 59¢, cash payout 70%; 8) cash ROE 8.6%; 9) group NIM 

1.86%; 10) credit impairment charge $0.26bn/7bp GLA; 11) CIR 54%; and 12) level 2 

CET1 ratio 11.8%. 

We expect cash earnings of $3.11bn in 1H22e.  This compares with $1.82bn in 2H21 

(the miss being revenue shortfalls – i.e. largely lower Consumer other banking income 

– and higher overall operating expenses including a slew of one-off expenses) and 

$3.54bn in 1H21.  The negative trend should then reverse and the 1H22e number 

appears to be in line with the 1Q22 cash earnings of $1.58bn.  WBC’s balance sheet 

remains strong with a Level 2 CET1 ratio of 11.8% (vs. APRA’s new benchmark of 

10.25%), down from 12.2% previously.  The rest of the ratios also remain adequate 

with LCR over 142%, NSFR around 127% and the deposits to net loans ratio close to 

84%. 

Price target now $25.00 but maintain Hold rating 

We have decreased cash earnings as follows: 1) FY22e nil; 2) FY23e -6%; 3) FY24e -

8%; and 4) FY25e -8%.  This is due to: 1) lower other income (up to 2% lower); and 2) 

higher operating expenses (up to 5% higher, the change being expenses at around 

$9.5bn in FY24e compared to $9.0bn previously).  On the other hand and based on 

lower overall risk metrics, we have cut the discount rate by 0.25% to 10.00% and the 

dividend sustainable yield by 0.50% to 4.00%. The net impact is therefore a small 

increase in the valuation and price target from $24.00 to $25.00 per share, all else 

being equal.  Based on a 12-month Total Shareholder Return of less than 15%, we 

continue to rate WBC as a Hold. 

  

 

Absolute Price  Earnings Forecast 

 

 
Year end 30 September 2021 2022e 2023e 2024e 

Statutory earnings (A$m) 4,634 4,699 6,674 7,433 

Cash earnings (A$m) 5,352 6,035 6,710 7,469 

EPS (cash) (A¢) 146 168 190 212 

EPS (cash) growth (%) 102% 15% 13% 11% 

PER (x) 16.5 14.4 12.7 11.4 

P/Book (x) 1.2 1.2 1.1 1.1 

P/NTA (x) 1.4 1.4 1.3 1.3 

Dividend (A¢) 118 120 127 139 

Yield (%) 4.9% 5.0% 5.3% 5.8% 

ROE (%) 7.6% 8.4% 9.3% 10.0% 

NIM (%) 2.04% 1.86% 1.82% 1.82% 

Franking (%) 100.0% 100.0% 100.0% 100.0% 
 

SOURCE: IRESS  
SOURCE: BELL POTTER SECURITIES ESTIMATES 
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Westpac Banking Corporation (WBC) 8 April 2022 

1H22 result preview 

Expecting $3.11bn cash earnings, 59¢ interim dividend 

WBC will release its 1H22 result on Monday 9 May.  Our forecasts are: 

1. Statutory earnings $3.09bn; 

2. Statutory EPS 84¢; 

3. Cash earnings $3.11bn; 

4. Cash EPS 85¢; 

5. Cash earnings ex-notable items $3.64bn; 

6. Cash EPS ex-notable items 99¢; 

7. Fully franked interim dividend 59¢, cash payout 70%; 

8. Cash ROE 8.6%; 

9. Group NIM 1.86%; 

10. Credit impairment charge $0.26bn/7bp GLA; 

11. CIR 54%; and 

12. Level 2 CET1 ratio 11.8%. 

We expect cash earnings of $3.11bn in 1H22e.  This compares with $1.82bn in 2H21 (the 

miss being revenue shortfalls – i.e. largely lower Consumer other banking income – and 

higher overall operating expenses including a slew of one-off expenses) and $3.54bn in 

1H21.  The negative trend should then reverse and the 1H22e number appears to be in 

line with the 1Q22 cash earnings of $1.58bn. 

To recap, WBC kept unaudited cash earnings growth excluding notable items at around 

1% – that reflected lower expenses and strong T&M contribution that more than offset 

lower NIM, reversion of the impairment charge to a small cost and the absence of revenue 

from sold businesses.  Mind you, total loans grew only 0.7% across Australian mortgages, 

institutional lending and overall New Zealand.  However, total AIEA growth was much 

stronger at 5% based on the extra boost from $29bn liquidity in lowering the CLF.  Deposit 

growth was also strong and included new $12bn wholesale funding. 

Our 1H22e forecasts are as follows. 

NIM – We expect NIM to be 1.86%, falling another 5bp since 2H21a.  This was again 

mainly due to higher liquidity, pressure on mortgages – consumer and business lending – 

and growth in lower spread fixed rate mortgages.  On the other hand, the bank continues 

to enjoy cheaper funding rates especially in deposits.  NIE is expected to be $7.93bn, 

lower than the annualised figure of $8.36bn in 1Q22a, and WBC still expects FY22e NIM to 

decline further as a result. 

Non-interest income – As opposed to 2H21a and from the sale of the General Insurance 

and LMI businesses earlier, we expect other income to climb again.  The reason is due to 

higher banking and financial markets income helped by increased market volatility.  Net of 

lower NIE, this almost saved the day by bringing net operating income back to almost par 

with 2H21a. 

Operating expenses – We expect this to be $5.45bn in 1H22e (54% CIR and down from 

$5.98bn in 1H21a and a massive $7.30bn in 2H21a) and broadly in line with $2.70bn in 

1Q22a.  As suggested and excluding notable items, cost reduction was $191m in 1Q22 

mainly from cost resets including lower FTEs and third party contractors (by more than 

1,100, and was despite further investment in risk management activity).  We think there 
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may be more cost savings in this space but the $8.00bn as suggested by the bank in 

FY24e is highly unachievable we think.  Our forecast is for $9.00bn operating expenses 

instead that is still a large decrease from the current environment. 

Impairment charges – This is still off to a slow start, being $255m credit impairment charge 

in 1H22e (7bp GLA), and in line with the charge of $118m in 1Q22a.  As such, asset 

quality should remain strong as stressed assets in 1Q22a were still down by 21bp to 1.15% 

despite ongoing difficulties with COVID-19. 

 

 Figure 1 – Asset quality in 1Q22a 

 

 
 SOURCE: COMPANY DATA 

WBC’s balance sheet remains strong with a Level 2 CET1 ratio of 11.8% (vs. APRA’s new 

benchmark of 10.25%), down from 12.2% previously.  The rest of the ratios also remain 

adequate with LCR over 142%, NSFR around 127% and the deposits to net loans ratio 

close to 84%. 

In the meantime, WBC has completed its $3.5bn off-market share buy-back on 14 

February 2022.  This is 167.5m WBC shares bought (4.6% of issued capital) at roughly 

$20.90 (6% discount) and will reduce CET1 ratio by 79bp. 

WBC has also completed a $382m (NZD400m) sale of its NZ life business on 28 February 

2022.  A post-tax gain of roughly $93m (NZD98m) subject to completion of adjustments 

and separation costs will happen in 1H22e and this adds to around 8bp to CET1 ratio.  In 

addition, the bank in New Zealand will receive ongoing payments under a 15-year 

distribution agreement. 

Price target now $25.00 but maintain Hold rating 

We have decreased cash earnings as follows: 1) FY22e nil; 2) FY23e -6%; 3) FY24e -8%; 

and 4) FY25e -8%.  This is due to: 1) lower other income (up to 2% lower); and 2) higher 

operating expenses (up to 5% higher, the change being expenses at around $9.5bn in 

FY24e compared to $9.0bn previously).  On the other hand and based on lower overall risk 

metrics, we have cut the discount rate by 0.25% to 10.00% and the dividend sustainable 

yield by 0.50% to 4.00%. The net impact is therefore a small increase in the valuation and 
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price target from $24.00 to $25.00 per share, all else being equal.  Based on a 12-month 

Total Shareholder Return of less than 15%, we continue to rate WBC as a Hold. 

 

Table 1 – Composite valuation  Table 2 – SOP valuation 

 

 

 
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES  SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 

 

Table 3 – Estimate changes 

 
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 

 

Composite Valuation Value ($m) Per share Weighting

Composite 

value per 

share

DCF 95,494 $27.28 25% $6.82

Dividend yield (sustainable) 105,034 $30.00 25% $7.50

ROE (sustainable) 64,091 $18.31 25% $4.58

Sum-of-Parts 76,780 $21.93 25% $5.48

Surplus capital * 2,838 $0.81 $0.81

Total $25.19

* Less estimated NZ new capital requirement

SOP Valuation
FY22e 

NPAT

Pros. PE 

(times)
Value ($m) Per share

Consumer Bank 3,101 13.0 40,318 $11.52

Business Bank 1,264 13.0 16,434 $4.69

Westpac Institutional Bank 469 12.5 5,867 $1.68

Specialist Businesses 506 10.0 5,062 $1.45

Westpac New Zealand 842 13.0 10,942 $3.13

Group -147 12.5 -1,842 -$0.53

Total 6,035 12.7 76,780 $21.93

Westpac Group FY22e FY23e FY24e FY25e

Y/e September 30 ($m) Current Previous Change Current Previous Change Current Previous Change Current Previous Change

Profit & Loss

Net interest income 15,904 15,904 0% 15,945 15,945 0% 16,252 16,252 0% 16,609 16,609 0%

Other income 4,658 4,658 0% 4,792 5,098 -6% 4,921 5,373 -8% 5,054 5,519 -8%

Net operating income 20,562 20,562 0% 20,737 21,043 -1% 21,173 21,625 -2% 21,663 22,128 -2%

Operating expenses -11,422 -11,422 0% -10,320 -9,999 -3% -9,519 -9,054 -5% -9,536 -9,058 -5%

Impairment charges -523 -523 0% -839 -839 0% -993 -993 0% -1,155 -1,155 0%

Operating profit before income 

tax
8,616 8,616 0% 9,578 10,205 -6% 10,662 11,578 -8% 10,972 11,915 -8%

Income tax expense -2,575 -2,575 0% -2,863 -3,051 7% -3,187 -3,462 9% -3,280 -3,563 9%

Net profit to non-controlling interests -6 -6 n/m -6 -6 n/m -6 -6 n/m -6 -6 n/m

Cash earnings 6,035 6,035 0% 6,710 7,149 -6% 7,469 8,111 -8% 7,687 8,347 -8%

Cash earnings ex-notable items 7,087 7,087 0% 7,060 7,499 -6% 7,469 8,111 -8% 7,687 8,347 -8%

DPS (cps) 120 120 0% 127 127 0% 139 139 0% 145 145 0%

EPS (cash basis) (cps) 168 168 0% 190 204 -7% 212 231 -8% 218 238 -8%

Cash payout ratio (target 70-75%) 72% 71% 0% 67% 62% 4% 66% 60% 6% 67% 61% 6%

 - Ex-notable items 61% 61% 0% 63% 59% 4% 66% 60% 6% 67% 61% 6%

ROE 8.4% 8.4% 0.0% 9.3% 9.8% -0.6% 10.0% 10.7% -0.7% 9.9% 10.6% -0.6%

NIM 1.86% 1.86% 0.00% 1.82% 1.82% 0.00% 1.82% 1.82% 0.00% 1.82% 1.82% 0.00%

Cost ratio 56% 56% 0% 50% 48% -2% 45% 42% -3% 44% 41% -3%

Impairment expense as % of GLA 0.07% 0.07% 0.00% 0.11% 0.11% 0.00% 0.13% 0.13% 0.00% 0.14% 0.14% 0.00%

Effective tax rate 30% 30% 0% 30% 30% 0% 30% 30% 0% 30% 30% 0%
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Westpac Banking Corporation 

Company description 

WBC is Australia’s oldest bank with a focus in Australia and New Zealand.  Following the 

transformational merger with SGB in December 2008, the bank is now the leading financial 

services player in the country (with 10m customers, ~1,000 branches and ~2,700 ATMs) 

and the largest provider of wealth platforms. 

Investment strategy 

Our current rating reflects WBC’s relatively lower credit risk profile and ROE and also value 

upside from productivity and efficiency gains within Westpac Retail & Business Banking in 

the medium term in terms of rationalising the branch network with St George.  The other 

key value drivers are scale in banking and wealth management and traditional exposure to 

the important NSW market. 

Valuation 

The price target is closely aligned with the bank’s composite valuation, weighted as 

follows: 

 

Table 4 – Composite valuation  Table 5 – SOP valuation 

 

 

 
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES  SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 

SWOT analysis 

Strengths 

1. Conservative board/management with relevant banking experience; 

2. Strong execution capabilities; 

3. Scale in domestic wealth management and global markets; and 

4. Domestic retail and SME banking franchise, including service and sales. 

Weaknesses 

1. Multiple brands – lack of synergies; and 

2. Overweight NZ (but the risks are partially mitigated by exposure to relatively lower risk 

retail assets). 

Opportunities 

1. Radical restructuring of the combined WBC/SGB network especially in NSW; and 

2. East coast leverage. 

 

Composite Valuation Value ($m) Per share Weighting

Composite 

value per 

share

DCF 95,494 $27.28 25% $6.82

Dividend yield (sustainable) 105,034 $30.00 25% $7.50

ROE (sustainable) 64,091 $18.31 25% $4.58

Sum-of-Parts 76,780 $21.93 25% $5.48

Surplus capital * 2,838 $0.81 $0.81

Total $25.19

* Less estimated NZ new capital requirement

SOP Valuation
FY22e 

NPAT

Pros. PE 

(times)
Value ($m) Per share

Consumer Bank 3,101 13.0 40,318 $11.52

Business Bank 1,264 13.0 16,434 $4.69

Westpac Institutional Bank 469 12.5 5,867 $1.68

Specialist Businesses 506 10.0 5,062 $1.45

Westpac New Zealand 842 13.0 10,942 $3.13

Group -147 12.5 -1,842 -$0.53

Total 6,035 12.7 76,780 $21.93
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Threats 

1. Macroeconomic factors, e.g. higher unemployment rate and slowing credit growth; 

2. Changes in regulatory environment; and 

3. Increased competition specifically from the other majors on the domestic front in retail 

and wholesale banking and wealth management. 

Sensitivities 

 

 Table 6 – Sensitivities 

 

 
 SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 

 
  

Y/e September 30 2022e 2023e 2024e 2025e 2026e 2027e 2028e 2029e 2030e

Sensitivities

Group NIM +10bp 600 613 626 639 652 666 680 695 710

 - NPAT upside (cash basis) 9.9% 9.1% 8.4% 8.3% 8.2% 8.1% 8.0% 8.0% 8.0%

 - Price target upside $2.49 $2.28 $2.09 $2.08 $2.06 $2.02 $2.01 $2.00 $1.99

Group Loans +1% 46 52 57 59 61 63 65 67 69

 - NPAT upside (cash basis) 0.8% 0.8% 0.8% 0.8% 0.8% 0.8% 0.8% 0.8% 0.8%

 - Price target upside $0.19 $0.19 $0.19 $0.19 $0.19 $0.19 $0.19 $0.19 $0.19

Consumer Bank loans +1% 31 31 33 34 35 37 38 38 39

 - NPAT upside (cash basis) 0.5% 0.5% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4%

 - Price target upside $0.13 $0.12 $0.11 $0.11 $0.11 $0.11 $0.11 $0.11 $0.11

Business Bank loans +1% 13 13 13 14 14 15 16 17 18

 - NPAT upside (cash basis) 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

 - Price target upside $0.05 $0.05 $0.04 $0.04 $0.05 $0.05 $0.05 $0.05 $0.05

NZ loans +1% 8 9 10 10 10 11 11 12 12

 - NPAT upside (cash basis) 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

 - Price target upside $0.03 $0.03 $0.03 $0.03 $0.03 $0.03 $0.03 $0.03 $0.03

Other income +1% 33 34 34 35 36 37 37 38 39

 - NPAT upside (cash basis) 0.5% 0.5% 0.5% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4%

 - Price target upside $0.14 $0.12 $0.12 $0.12 $0.11 $0.11 $0.11 $0.11 $0.11

BDD +1% -4 -6 -7 -8 -9 -9 -9 -10 -10

 - NPAT upside (cash basis) -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

 - Price target upside -$0.02 -$0.02 -$0.02 -$0.03 -$0.03 -$0.03 -$0.03 -$0.03 -$0.03

Costs +1% -80 -72 -67 -67 -67 -67 -68 -69 -70

 - NPAT upside (cash basis) -1.3% -1.1% -0.9% -0.9% -0.8% -0.8% -0.8% -0.8% -0.8%

 - Price target upside -$0.33 -$0.27 -$0.22 -$0.22 -$0.21 -$0.20 -$0.20 -$0.20 -$0.20
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Westpac Banking 
Corporation 
as at 8 April 2022 

Recommendation Hold 

Price $24.11 

Target (12 months) $25.00 

 
Table 7 – Financial summary 

 
SOURCE: BELL POTTER SECURITIES ESTIMATES 

Westpac Bank Share Price (A$) 24.11

As at 8-Apr-22 Market Cap (A$M) 84,412

PROFIT AND LOSS VALUATION DATA

Y/E September 30 ($m) 2020 2021 2022e 2023e 2024e Y/e September 30 2020 2021 2022e 2023e 2024e

Net interest income 17,086 16,714 15,904 15,945 16,252 Cash earnings ($m) 2,608 5,352 6,035 6,710 7,469

Other banking income 3,540 4,324 4,658 4,792 4,921 EPS (statutory basis) (¢) 64 127 131 189 211

Total banking income 20,626 21,038 20,562 20,737 21,173  - Growth -68% 99% 3% 45% 11%

Funds management income 0 0 0 0 0 EPS (cash basis) (¢) 73 146 168 190 212

Insurance income 0 0 0 0 0  - Growth -63% 102% 15% 13% 11%

Net operating income 20,626 21,038 20,562 20,737 21,173 P / E ratio (times) 33.2 16.5 14.4 12.7 11.4

Operating expenses -12,700 -13,283 -11,422 -10,320 -9,519 P / Book ratio (times) 1.2 1.2 1.2 1.1 1.1

Impairment charges -3,178 590 -523 -839 -993 P / NTA ratio (times) 1.5 1.4 1.4 1.3 1.3

Operating profit before income tax 4,748 8,345 8,616 9,578 10,662 Net DPS (¢) 31 118 120 127 139

Income tax expense -2,138 -2,988 -2,575 -2,863 -3,187 Yield 1.3% 4.9% 5.0% 5.3% 5.8%

Net profit to non-controlling interests -2 -5 -6 -6 -6 Franking 100% 100% 100% 100% 100%

Preference dividends 0 0 0 0 0 Payout (cash basis) 43% 81% 72% 67% 66%

Cash earnings 2,608 5,352 6,035 6,710 7,469

Adjustments -318 -718 -1,336 -36 -36 CAPITAL ADEQUACY

Statutory earnings 2,290 4,634 4,699 6,674 7,433 Y/e September 30 2020 2021 2022e 2023e 2024e

Risk weighted assets ($m) 437,905 436,650 469,650 492,382 516,075

CASHFLOW Average risk weight 50% 51% 53% 54% 55%

Y/E September 30 ($m) 2020 2021 2022e 2023e 2024e Tier 1 ratio 13.2% 14.6% 13.4% 13.0% 12.9%

NPAT (cash basis) 2,608 5,352 6,035 6,710 7,469 CET1 capital ratio 11.1% 12.3% 11.46% 11.3% 11.3%

Total capital ratio 16.4% 18.9% 17.3% 16.7% 16.5%

Increase in divisional loans 18,040 -18,012 -20,620 -19,326 -19,864 Equity ratio 7.5% 7.7% 7.4% 7.4% 7.5%

Increase in other assets -10,991 32,860 -5,450 -5,670 -5,900

Capital expenditure -2,755 1,057 -86 -89 -92 DIVISIONAL

Investing cashflow 4,294 15,905 -26,156 -25,085 -25,855 Y/E September 30 ($m) 2020 2021 2022e 2023e 2024e
Consumer & Business Banks

Increase in  deposits & borrowings 30,857 24,800 21,470 20,800 21,543 Net interest income 12,710 12,470 11,731 11,756 12,006

Increase in other liabilities -28,104 -4,887 5,566 1,963 1,565 Other income 1,133 1,037 947 975 1,004

Ordinary equity raised 2,751 0 0 0 0 Net operating income 13,843 13,507 12,678 12,731 13,010

Other -2,336 54 -6,915 -4,387 -4,722 Operating expenses -6,474 -7,152 -6,106 -5,830 -5,733

Financing cashflow 3,168 19,967 20,121 18,376 18,386 Impairment charges -2,386 609 -336 -590 -720

Operating profit before income tax 4,983 6,964 6,236 6,310 6,557

Net change in cash 10,070 41,224 0 0 0 Income tax expense -1,503 -2,094 -1,871 -1,893 -1,967

Cash at end of period 30,129 71,353 71,353 71,353 71,353 Cash earnings 3,480 4,870 4,365 4,417 4,590

Home loans 440,900 455,700 467,093 478,770 490,739

BALANCE SHEET Other loans 93,700 89,300 91,533 93,821 96,166

Y/E September 30 ($m) 2020 2021 2022e 2023e 2024e Deposits 371,200 394,300 408,101 422,384 437,167

Cash and liquid assets 30,129 71,353 71,353 71,353 71,353

Divisional gross loans 689,120 705,999 727,180 747,108 767,617 Westpac Institutional Bank

Provisions -6,132 -4,999 -5,560 -6,162 -6,807 Net interest income 1,111 919 1,034 1,021 1,041

Other gross loans 9,541 8,374 8,374 8,374 8,374 Other income 1,182 1,102 1,049 1,127 1,197

Other IEA 166,355 134,907 140,357 146,028 151,927 Net operating income 2,293 2,021 2,082 2,147 2,239

Intangibles 11,497 10,109 10,109 10,109 10,109 Operating expenses -1,316 -2,574 -1,278 -1,164 -1,120

PP&E 3,910 2,853 2,939 3,028 3,120 Impairment charges -404 -162 -134 -137 -140

Insurance assets 0 0 0 0 0 Operating profit before income tax 573 -715 671 846 979

Other assets 7,526 7,281 7,281 7,281 7,281 Income tax expense -241 45 -201 -254 -294

Total assets 911,946 935,877 962,033 987,119 1,012,973 Cash earnings 332 -670 469 592 685

Loans 66,600 67,600 69,290 71,022 72,798

Divisional deposits 539,800 564,600 586,070 606,870 628,413 IBL 102,900 97,800 101,223 104,766 108,433

Other borrowings 291,834 290,937 296,503 298,466 300,030

Other liabilities 12,238 8,248 8,248 8,248 8,248 Westpac New Zealand

Total liabilities 843,872 863,785 890,821 913,584 936,692 Net interest income 1,832 1,987 1,890 1,960 2,033

Other income 319 323 321 334 346

Ordinary share capital 39,946 40,995 37,495 37,495 37,495 Net operating income 2,151 2,310 2,211 2,294 2,380

Other equity instruments 0 0 0 0 0 Operating expenses -998 -1,062 -984 -917 -879

Reserves 1,544 2,227 2,227 2,227 2,227 Impairment charges -302 79 -39 -80 -104

Retained profits 26,533 28,813 31,433 33,755 36,502 Operating profit before income tax 851 1,327 1,188 1,297 1,397

Minority interests 51 57 57 57 57 Income tax expense -239 -377 -346 -378 -407

Total shareholders' equity 68,074 72,092 71,213 73,535 76,281 Net profit to non-controlling interests 0 0 0 0 0

Investment experience 0 0 0 0 0

Total sh. equity & liabs. 911,946 935,877 962,033 987,119 1,012,973 Cash earnings 612 950 842 919 990

Loans 81,788 88,400 93,705 97,333 101,106

WANOS - statutory (m) 3,590 3,653 3,596 3,523 3,523 Deposits 65,700 72,500 76,747 79,721 82,813

WANOS - cash (m) 3,595 3,657 3,599 3,526 3,526

Notable items

PROFITABILITY RATIOS Net interest income -143 56 0 0 0

Y/e September 30 2020 2021 2022e 2023e 2024e Net fee income -133 0 0 0 0

Return on assets 0.3% 0.6% 0.6% 0.7% 0.7%
Net wealth mgt, insurance & other 

income
-130 145 0 0 0

Return on equity 3.8% 7.6% 8.4% 9.3% 10.0% Net operating income -406 201 0 0 0

Leverage ratio 6.4% 6.9% 6.6% 6.6% 6.7% Operating expenses -2,539 -1,816 -1,500 -500 0

Net interest margin 2.08% 2.04% 1.86% 1.82% 1.82% Operating profit before tax -2,945 -1,615 -1,500 -500 0

Cost / income ratio 62% 63% 56% 50% 45% Income tax expense 326 150 448 149 0

Cost / average assets 1.35% 1.46% 1.21% 1.07% 0.96% Cash earnings -2,619 -1,465 -1,052 -351 0

Growth in  operating income 0% 2% -2% 1% 2%
Group cash earnings ex-notable 

items
5,227 6,817 7,087 7,060 7,469

Growth in operating expenses 27% 5% -14% -10% -8% EPS ex-notable items (cash basis) 145 186 197 200 212

Jaws -27% -3% 12% 10% 10%  - Growth -36% 28% 6% 2% 6%

Return on equity ex-notable items 7.7% 9.6% 9.9% 9.8% 10.0%

ASSET QUALITY Payout ratio ex-notable items 21% 63% 61% 63% 66%

Y/e September 30 2020 2021 2022e 2023e 2024e
Net operating income ex-notable 

items
21,032 20,837 20,562 20,737 21,173

Impairment expense / GLA 0.45% -0.08% 0.07% 0.11% 0.13% Operating expenses ex-notable 10,161 11,467 9,922 9,820 9,519

Impairment expense / RWA 0.73% -0.14% 0.11% 0.17% 0.19% CIR ex-notable items 48% 55% 48% 47% 45%

Total provisions ($m) 6,132 4,999 5,560 6,162 6,807

Total provisions / GLA 0.88% 0.70% 0.76% 0.82% 0.88%

IAP / GIA 22% 39% 25% 25% 25%

IBL / IEA 97% 101% 101% 101% 101%

Total provisions / RWA 1.40% 1.14% 1.18% 1.25% 1.32%
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 Recommendation structure 

 Buy: Expect >15% total return on a 

12 month view. For stocks regarded 

as ‘Speculative’ a return of >30% is 

expected.  

 Hold: Expect total return between -5% 

and 15% on a 12 month view  

 Sell: Expect <-5% total return on a 

12 month view 

 Speculative Investments are either start-up 

enterprises with nil or only prospective 

operations or recently commenced 

operations with only forecast cash flows, or 

companies that have commenced 

operations or have been in operation for 

some time but have only forecast cash 

flows and/or a stressed balance sheet. 

Such investments may carry an 

exceptionally high level of capital risk and 

volatility of returns.  
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Research Coverage & Policies 

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our 
company website: https://bellpotter.com.au/research-independence-policy/.  

Authoring Research Analyst’s Certification 

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security 
that the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those 
securities and were prepared in an independent manner and (2) no part of the Analyst’s compensation was, is or will be, directly or 
indirectly, related to specific recommendations or views expressed by that Research Analyst in the Research Report. 

Research Analyst’s Compensation 

Research Analyst’s compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior 
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. 
Compensation is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive 
compensation that is impacted by overall Company profitability. 

Prices 

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research 
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the 
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the 
business day prior to the Date of the Research Report. 

Availability 

The completion and first dissemination  of a Recommendation made within a Research Report are shortly after the close of the Market 
on the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case 
the Research Report will be completed and first disseminated shortly after  that am time. 

Dissemination 

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-
proprietary electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution 
platforms; however such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment 
thesis or be otherwise inconsistent with the Author’s previously published Research. Certain Research is made available only to 
institutional investors to satisfy regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published 
Research to one or more Clients by email; such email distribution is discretionary and is done only after the Research has been 
disseminated. The level and types of service provided by Bell Potter Research Analysts to Clients may vary depending on various 
factors such as the Client’s individual preferences as to frequency and manner of receiving communications from Analysts, the Client’s 
risk profile and investment focus and perspective (e.g. market-wide, sector specific long term and short term etc.) the size and scope of 
the overall Client relationship with the Company and legal and regulatory constraints. 
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    Disclaimers 

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party, 
without the prior written approval of Bell Potter Securities Limited. 

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a 
security. Any decision to purchase securities mentioned in the Report must take into account existing public information on such 
security or any registered prospectus.  

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report 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 Broker (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 Research Report. 

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not 
verified independently the information contained in this 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 Research Report is 
complete or accurate.  

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations 
contained in this Research Report or for correcting any error or omission which may have become apparent after the Research Report 
has been issued.  

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including 
but not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending 
draft Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the 
Research Report has had discussions with the subject Company to ensure factual accuracy prior to publication.  

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus 
any other information contained in the Research Report, are subject to change without notice. Prices and availability of financial 
instruments also are subject to change without notice.  

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such 
role is not used in the preparation of the Research Report.  

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity 
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to 
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views, 
recommendations and facts included in the reports. 

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter 
Research may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a 
published trade idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the 
Research Report. Upon lifting of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst 
continues to support it or it will be officially closed.  

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
term or short term investment horizons) that may lead to differing conclusions or recommendations that could impact the price of a 
security contrary to the recommendations in the alternative Research Report, provided each is consistent with the rating system for 
each respective Research Report.  

Except in so far 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 the 
document or for any resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of the 
document or any other person. 

In the USA and the UK this Research Report is only for institutional investors. It is not for release, publication or distribution in whole or 
in part in the two specified countries. In Hong Kong this Research Report 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 Report is 
being distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person receiving 
this Research 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. 
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