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Results for Announcement to the Market

Results for Announcement to the Market

Report for the full year ended 30 September 2019

30 September 2019

$m

Revenue from ordinary activities” down 6.1% * to 17,931

Net profit after tax from ordinary activities attributable to owners of NAB down 13.6% * to 4,798

Net profit attributable to owners of NAB down 13.6% * to 4,798
* On prior corresponding period (twelve months ended 30 September 2018).

Franked

Amount amount per

per share share

Dividends cents %

Final dividend 83 100

Interim dividend 83 100

Record date for determining entitlements to the final dividend 15 November 2019

A Glossary of Terms is included in Section 6.

A reference in this Appendix 4E to the 'Group' is a reference to NAB and its controlled entities. All currency amounts are
expressed in Australian dollars unless otherwise stated. References in this document to the September 2019 full year are
references to the twelve months ended 30 September 2019. Other twelve month periods are referred to in a corresponding
manner. The Group's consolidated financial statements, prepared in accordance with the Corporations Act 2001 (Cth), are
included in Section 4. See page 98 for a complete index of ASX Appendix 4E requirements.

@ Required to be disclosed by Appendix 4E. Reported as the sum of the following from the Group's consolidated income statement: Net interest income
$13,558 million and total other income $4,373 million. On a cash earnings basis revenue decreased by 4.2%. Refer to information on cash earnings on
page 2 of Section 1 of the 2019 Full Year Results.
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2019 FULL YEAR
RESULTS SUMMARY

2019 FINANCIAL HIGHLIGHTS

v

*4,798n

Statutory
net profit

*3,097w

Cash earnings?
Down 10.6% v FY18

$6,545m cash earnings
ex large notable items
of $1,448m
Up 0.8% v FY182

B 3crs

Final dividend
100% franked

10.38+

Group Common Equity
Tier 1 (CET1) ratio

SHAREHOLDER OUTCOMES
DIVIDENDS (CPS)

In respect of each financial year period

HInterim = Final

138 138 198 198 198
166
99 93 99 93 99
8
FY14 FY15 FY16 FY17 FY18 FY19

* Refer cash earnings note and reconciliation on page 6.

2 Cash earnings large notable items after tax: customer-related remediation $1,200m in FY19, $261m in FY18; capitalised software policy change $348m in FY19; restructuring-related costs $530m in FY18.

National
Australia
Bank

B This year has been very challenging, requiring significant
actions for us to deal with past issues and make real changes
aimed at earning trust with customers and the community.

Fixing things for customers is an important part of that process.
We now have more than 950 people dedicated to remediating
customers and in FY19 recognised additional charges of $1,100
million after tax for customer-related remediation3. These
charges, along with a change in our software capitalisation
policy, are the main reasons FY19 cash earnings are 10.6%
lower than FY18. While this is a disappointing outcome,
excluding these large notable items, cash earnings rose 0.8%.

We are now more than two years into our three year
transformation. Becoming simpler and faster is delivering real
benefits, allowing us to invest in better products and services as
well as stronger compliance and controls while holding FY19
expenses broadly flat, as targeted.

While the operating environment has weakened, our SME
franchise continues to perform strongly, growing business
lending well above peers. We remain committed to continuing
to lend and support our customers and the broader
community.

We are determined to move forward by fixing issues of the past
and taking actions to meet customer and community
expectations. A gap remains between where we are today and
where we need to be for customers, but we are making
progress and will execute with urgency, discipline and
accountability to become the bank we can all be proud of. g

PHILIP CHRONICAN

NAB CEO

BACKING OUR CUSTOMERS & THE COMMUNITY IN 2019

e Priority Segments Net Promoter Score (NPS)4 for
September 2019 up 2 points over the year to -14, with
NAB equal first of major banks

e Simplifying fees with 185 fees removed or reduced in
FY19 across Australian Banking and Wealth

e Helping Australians access affordable housing with a
$2 billion commitment to provide loans and new
financing options for affordable and specialist
housing, crisis accommodation and disability housing

e Supporting our customers and the community to
tackle cybersecurity with educational forums and
resources, and via research and funding alliances

3 Continuing operations only. The Group also recognised $257m after tax for customer-related remediation in discontinued operations in FY19.
4 Net Promoter® and NPS® are registered trademarks and Net Promoter Score and Net Promoter System are trademarks of Bain & Company, Satmetrix Systems and Fred Reichheld. Priority

Segments NPS data is based on six month moving averages from DBM Atlas & BFSM Research.

National Australia Bank Limited ABN 12 004 044 937 AFSL and Australian Credit Licence 230686, 7 November 2019 < 1 >



NAB 2019 FULL YEAR RESULTS

The September 2019 full year results are compared with the September 2018 full year results for continuing operations unless otherwise stated. Operating Performance and Asset Quality are
expressed on a cash earnings basis.

OPERATING PERFORMANCE FY19 V FY18

e Revenue down 4.2%. Excluding customer-related remediation, revenue rose 1.1% mainly reflecting growth in business
lending partly offset by lower margins.

e Net Interest Margin (NIM) declined 7 basis points (bps) to 1.78%. Excluding Markets and Treasury and customer-related
remediation, NIM declined 4bps with home lending competition an important driver.

e Expenses rose 0.2%. Excluding large notable items®, expenses were up 0.4% with productivity benefits and lower

performance based compensation largely offsetting higher investment and increased spend to strengthen the compliance
and control environment.

FY19 V FY18 DRIVERS OF CASH EARNINGS CHANGE

{258 T et ol s “Our transformation is delivering

productivity benefits, allowing us to
absorb higher spend to strengthen the
compliance and control environment while

also investing in our business.

11%

FY19 expense growth is broadly stable,
consistent with our target. We continue to
target broadly flat expenses over FY20°.”
Income Expenses Underlying profit

ASSET QUALITY FY19 V FY18

e Credit impairment charges increased 18% to $919 million, e The ratio of 90+ days past due and gross impaired assets to
and as a percentage of gross loans and acceptances rose gross loans and acceptances increased 22bps to 0.93%,
2bps to 15bps. largely due to rising Australian mortgage delinquencies.

e FY19 charges include $60 million of additional collective
provision forward looking adjustments for targeted sectors
experiencing elevated levels of risk.

CREDIT IMPAIRMENT CHARGES ($ MILLIONS) 90+ DAYS PAST DUE & GROSS IMPAIRED ASSETS/GROSS LOANS
AND ACCEPTANCES (%)
800
FY15 FY16 FY17 FY18 FY19

FY15 FY16 FY17 FY18 FY19

“Asset quality remains sound. While Australian housing arrears increased further, loss rates
for this portfolio remain low at 2bps. Collective provision forward looking adjustments for

targeted sectors increased over FY19 and now stand at $641 million.”

5 Revenue excludes customer-related remediation $1,207m in FY19, $249m in FY18. Expenses excludes: customer-related remediation $364m in FY19, $111m in FY18; capitalised software policy
change $494m in FY19; restructuring-related costs $755m in FY18. Underlying profit represents cash earnings before credit impairment charges, income tax and distributions. Refer note on cash
earnings and reconciliation on page 6.

6 Excluding large notable items. Refer to key risks, qualifications and assumptions in relation to forward looking statements on page 7.
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NAB 2019 FULL YEAR RESULTS

CAPITAL, FUNDING & LiQUIDITY

CET1 RATIO (%)
FY14 FY15 FY16 FY17 FY18 FY19

DIVISIONAL PERFORMANCE - CASH EARNINGS'

KEY RATIOS AS AT 30 SEPTEMBER 2019

e Group Common Equity Tier 1 (CET1) ratio of
10.38%, up 18bps from September 2018

Includes $1 billion (25bps) of proceeds received in
July from the 1H19 underwritten Dividend
Reinvestment Plan

Includes 34bps adverse impact from regulatory
changes relating to operating risk and derivative
counter party credit risk measurement

Leverage ratio (APRA basis) of 5.5%

Liquidity coverage ratio (LCR) quarterly average of
126%

Net Stable Funding Ratio (NSFR) of 113%

FY19 (SM) % CHANGE FY19 V FY18 KEY DRIVERS FY19 V FY18

Business & 2,840 (2.4) Lower earnings mainly reflecting higher credit impairment

Private charges and higher investment spend. Revenue increased

Banking 1% reflecting good SME business lending growth.

Consumer 1,366 (11.2) Banking earnings decreased given lower margins with

Banking & competitive pressures in housing a key driver, combined

Wealth with increased credit impairment charges. Wealth earnings
also declined reflecting the impact of customer preferences
and repricing on margins, and lower average funds under
management and administration.

Corporate & 1,508 (2.2) A lower result reflecting higher credit impairment charges

Institutional relating to impairment of a small number of larger

Banking exposures. Revenue increased 1% despite lower Markets
income, with higher lending volumes benefitting from
continued focus on growth segments.

New Zealand 1,055 5.1 Higher earnings with increased revenue benefitting from

Banking growth in lending, partly offset by increased investment

(NZSM) spend and higher credit impairment charges.

7 Excludes large notable items which form part of Corporate Functions and Other.




NAB 2019 FULL YEAR RESULTS
STRATEGIC OVERVIEW®

Our purpose is to back the bold who move Australia forward and our vision is to be Australia’s leading bank, trusted by
customers for exceptional service. We recognise the importance of our actions in achieving this, and that trust in our bank has
been impacted when we have failed to meet customer and community expectations. Earning the confidence and trust of our
customers and community through actions has been a key focus for FY19. We are making progress, but there is more to do.

An important part of earning trust involves making things right for customers who have been treated poorly in the past.
During FY19 we further uplifted our customer remediation practices and now have more than 950 people (including NAB
employees and external resources) solely dedicated to remediating customers. Our FY19 cash earnings includes charges of
$1,100 million after tax for additional customer-related remediation3. In combination with provisions raised in 2H18 which
have not yet been utilised, our provisions for customer-related remediation as at 30 September 2019 total $2,092 million. We
now have in place provisions for the estimated costs and customer payments relating to all known material customer-related
remediation matters based on information currently available. However, until all customer payments have been completed,
the final cost of such remediation matters remains uncertain.

We also need to make sustainable change to avoid the mistakes of the past and get it right for customers every time.
Addressing the recommendations contained in the Final Report of the Royal Commission into Misconduct in the Banking,
Superannuation and Financial Services Industry is a key part of this. Of the 76 recommendations, 39 are currently capable of
being addressed by NAB. We have completed five of these, and 34 are in progress. In some cases, we had already implemented
improvements ahead of the Final Report including ceasing to charge default interest to farmers impacted by drought and
removing grandfathered commissions for NAB-employed financial planning advisers®.

Together with the Royal Commission recommendations, our APRA self-assessment into NAB’s Governance, Accountability and
Culture provides a roadmap for sustainable change to address shortcomings identified in our management of compliance,
conduct and operational risk. It sets out a clear program of reform, with 26 actions we are committed to implementing. As an
example, we launched a customer outcomes framework to systematically review our products and processes against a set of
principles to embed fairness, simplicity and trust into product design and delivery. This initiative has been the key driver of 185
fees being reduced or removed across Australian Banking and Wealth in FY19. We have introduced SMS reminders for credit
card payments to help customers avoid late fees. For customers who have regularly paid on time for the past 12 months we
proactively waived late payment fees.

We are now over two years into our three year transformation. Our $1.5 billion targeted additional investment over three
years is delivering better outcomes for all our stakeholders. Since the transformation started in September 2017, our focus on
becoming simpler, faster and less complex for customers and employees has resulted in 30% fewer products, 30% less over-
the-counter transactions and a 17% decrease in calls to our call centres. Over this same period the number of IT legacy
applications reduced by 11% while 19% of current IT applications were migrated to more reliable, lower cost cloud platforms.

Cost savings of $480 million were achieved in FY19 bringing total savings since September 2017 to $800 million. These savings
in FY19 have allowed us to absorb ongoing investment in better products and services, as well as higher compliance and
control costs, while holding FY19 expenses broadly flat, consistent with our target. We continue to target cumulative cost
savings of at least $1 billion by 30 September 2020.

Driving a significant uplift in capability and innovation in our already leading SME franchise via our Best Business Bank
initiative remains a key part of our accelerated investment. This is supporting continued robust SME business lending of 3.5%
over FY19, well ahead of major bank peers. We are increasing the capacity of our bankers to support more complex customer
needs with revenue per relationship banker 20% higher since FY17. For our small business customers we are providing better
access to banking services via our scalable customer hubs open 7 days a week, plus fast digital access to unsecured lending via
Quickbiz, now accounting for 47% of all new small business lending accounts compared with 20% in FY17.

The reshaping of MLC Wealth continues to gain momentum. A new executive team is now largely in place with a new
operating model structured around four business pillars: Advice, Platforms, Asset Management and Retirement & Investment
Solutions. Significant work is underway to ensure the strength of each pillar. This includes a simpler, more customised advice
business, a rebranding and leadership restructure in Asset Management, and more competitive pricing across the business.
NAB continues to make progress towards a separation of MLC Wealth, targeting a public markets exit in FY20, together with
exploration of alternative transaction structures and options. NAB will take a disciplined approach to the exit of MLC Wealth
and will execute a transaction at the appropriate time having regard for the interests of all stakeholders. Any transaction
remains subject to market conditions, regulatory and other approvals.

Our final fully franked dividend of 83 cents per share (cps) has been held stable with the 2019 interim dividend, bringing the
total for FY19 to 166 cps. This represents a 16% reduction compared with FY18, reflecting a more challenging operating
environment with further regulatory change and earnings volatility including additional customer-related remediation,
combined with higher levels of capital needing to be held. In conjunction with a decision to partially underwrite and offer a
discount on the final 2019 dividend reinvestment plan, we are well placed to meet APRA’s ‘Unquestionably Strong’ capital
benchmark by 1 January 2020.

While a gap remains between where we are today and where we need to be, we are making progress with a broad program of
reform to change the way we operate and ensure NAB meets customer and community expectations. We know this is essential
if we are to achieve our vision of being Australia’s leading bank, trusted by customers for exceptional service.

8 Refer to key risks, qualifications and assumptions in relation to forward looking statements on page 7.
9 For MLC Wealth superannuation and investment products.
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NAB 2019 FULL YEAR RESULTS

NAB’S ROLE IN THE COMMUNITY

OUR ECONOMIC VALUE DISTRIBUTED

SUPPLIERS Payments made for the provision of utilities, goods and services. $5.1n
C ity partnerships, donations, grants, in kind t
&% EDMMUNITY INVESTMENT ar?(;ﬂ\;glllunr:t}eleprai;gﬁerﬁ 1ps, donatons, grants, 1n Kind suppor 357"'

% SHAREHOLDERS S5 billion dollars in dividend payments to more than 85[“]“

573,000 shareholders.

EMPLOYEES Employee salaries, superannuation contributions and incentives. $4.3hn

Payments made to governments in the form of the Bank Levy

ﬁ GOVERNMENTS (5383 million paid) plus $2,725 million in income taxes, goods and $3.1n

services taxes, fringe benefit taxes and payroll taxes among others.

— Total Economic Value Distributed? S"ﬁh"

OUR INDIRECT ECONOMIC CONTRIBUTION

$61bn in new home lending. $356bn in deposits $202bn in assets under
managed for retail and management — helping customers
$87bn in new business lending. business customers. plan and save for retirement.

1. Aligned to the Global Reporting Initiative standards

ECONOMIC OUTLOOK

“Australian economic growth has slowed and is expected to remain below trend in 2020
and 2021, while New Zealand growth has slowed to a modest level. Key dynamics for
Australia continue to be weak growth in consumption and a decline in dwelling
investment, partly offset by a near term rise in exports and strength in public spending.

Business investment is also expected to provide support but there are risks around this
outlook. Against this backdrop, the Australian unemployment rate is forecast to edge
higher, with only modest support provided by recent fiscal policy changes in addition to
the easing in monetary policy.”




NAB 2019 FULL YEAR RESULTS

GROUP PERFORMANCE RESULTS

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. Cash earnings is not a statutory financial measure, is not presented in
accordance with Australian Accounting Standards, and is not audited or reviewed in accordance with Australian Auditing Standards. 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 of NAB for the September 2019 full year is set out on pages 2 to 8 of the 2019 Full Year Results

Announcement under the heading “Profit Reconciliation”.

Year to Half Year to

Sep 19 Sep 18 Sep 19 v Sep 19 Mar 19 Sep19v
Sm $m Sep 18 % Sm Sm Mar 19 %
Net interest income?*° 13,614 13,467 1.1 6,838 6,776 0.9
Other operating income?*® 4,814 4,759 1.2 2,372 2,442 (2.9)
Customer-related remediation®* (1,207) (249) large (863) (344) large
Net operating income 17,221 17,977 (4.2) 8,347 8,874 (5.9)
Operating expenses®? (8,155) (8,126) 0.4 (4,100) (4,055) 11
Customer-related remediation®* (364) (112) large (244) (120) large
Capitalised software policy change®* (494) - large (494) - large
Restructuring-related costs?* - (755) large - - -
Underlying profit 8,208 8,985 (8.6) 3,509 4,699 (25.3)
Credit impairment charge (919) (779) 18.0 (470) (449) 4.7
Cash earnings before tax and distributions 7,289 8,206 (12.2) 3,039 4,250 (28.5)
Income tax expense (2,209) (2,404) (12.3) (865) (1,244) (30.5)
Cash earnings before distributions 5,180 5,802 (10.7) 2,174 3,006 (27.7)
Distributions (83) (1200) (17.0) (31) (52) (40.4)
Cash earnings 5,097 5,702 (10.6) 2,143 2,954 (27.5)
Cash earnings (excluding large notable items)* 6,545 6,493 0.8 3,266 3,279 (0.4)
Non-cash earnings items (after tax) (120) 240 large 40 (50) large
Net profit from continuing operations 5,087 5,942 (14.4) 2,183 2,904 (24.8)
Net loss after tax from discontinued operations?3 (289) (388) (25.5) (79) (210) (62.4)
Net profit attributable to owners of NAB 4,798 5,554 (13.6) 2,104 2,694 (21.9)

Represented by:
Business and Private Banking 2,840 2,911 (2.4) 1,378 1,462 (5.7)
Consumer Banking and Wealth 1,366 1,539 (112.2) 728 638 14.1
Corporate and Institutional Banking 1,508 1,541 (2.1) 727 781 (6.9)
New Zealand Banking 997 922 8.1 494 503 (1.8)
Corporate Functions and Other*2 (166) (420) (60.5) (61) (105) (41.9)
Customer-related remediation (1,100) (261) large (775) (325) large
Capitalised software policy change (348) - large (348) - large
Restructuring-related costs - (530) large - - -
Cash earnings 5,097 5,702 (10.6) 2,143 2,954 (27.5)

Year to Half Year to
Sep 19 Sep 18 Sep 19 v Sep 19 Mar 19 Sep 19 v
Sep 18 Mar 19
Group
Dividend per share (cents) 166 198 (32) 83 83 -
Dividend payout ratio 91.1% 94.1% (300 bps) 109.9% 77.4% large
Statutory earnings per share (cents) — basic 168.6 201.3 (32.7) 73.0 95.9 (22.9)
Statutory earnings per share (cents) — diluted 164.4 194.0 (29.6) 71.8 92.1 (20.3)
Statutory earnings per share from continuing operations (cents) — basic 178.9 215.6 (36.7) 75.8 103.5 (27.7)
Statutory earnings per share from continuing operations (cents) — diluted 173.9 207.2 (33.3) 74.4 99.1 (24.7)
Cash earnings per share (cents) — basic 182.2 210.4 (28.2) 75.5 107.2 (31.7)
Cash earnings per share (cents) — diluted 177.0 202.4 (25.4) 74.1 102.5 (28.4)
Statutory return on equity 9.1% 11.2% (210 bps) 7.8% 10.5% (270 bps)
Cash return on equity (ROE) 9.9% 11.7% (180 bps) 8.1% 11.7% (360 bps)
Group (excluding large notable items)?

Dividend payout ratio 70.9% 82.6% large 72.1% 69.7% 240 bps
Statutory earnings per share (cents) — basic 229.5 230.5 (1.0) 114.6 114.9 (0.3)
Statutory earnings per share (cents) — diluted 220.7 220.9 (0.2) 110.3 109.6 0.7
Statutory earnings per share from continuing operations (cents) — basic 230.7 244.8 (14.2) 115.4 115.3 0.1
Statutory earnings per share from continuing operations (cents) — diluted 221.8 234.1 (12.3) 111.0 109.9 1.1
Cash earnings per share (cents) — basic 234.0 239.6 (5.6) 115.1 119.0 (3.9)
Cash earnings per share (cents) — diluted 224.9 229.3 (4.4) 110.7 113.3 (2.6)
Statutory return on equity 12.5% 12.8% (30 bps) 12.3% 12.6% (30 bps)
Cash return on equity (ROE) 12.7% 13.3% (60 bps) 12.3% 13.0% (70 bps)

10 Excluding customer-related remediation.
11 Refer to NAB’s 2019 Full Year Results Announcement Section 2 Large notable items for further information.

12 Excluding large notable items customer-related remediation, capitalised software policy change and restructuring-related costs.

13 Refer to NAB’s 2019 Full Year Announcement Note 14 Discontinued Operations for further information.
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NAB 2019 FULL YEAR RESULTS
FOR FURTHER INFORMATION

MEDIA INVESTOR RELATIONS

Mark Alexander Ross Brown

M: +61 (0) 412 171 447 M: +61 (0) 417 483 549
Jessica Forrest Natalie Coombe

M: +61 (0) 457 536 958 M: +61 (0) 477 327 540

DISCLAIMER — FORWARD LOOKING STATEMENTS

This Result Summary and the 2019 Full Year Results Announcement contain 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", “target”, "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. You are cautioned not to place undue reliance on such 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.

This Result Summary and the 2019 Full Year Results Announcement describe certain initiatives relating to the Group’s strategic
agenda (“Program”), including certain forward looking statements. These statements are subject to a number of risks,
assumptions and qualifications, including: (1) detailed business plans have not been developed for the entirety of the Program,
and the full scope and cost of the Program may vary as plans are developed and third parties engaged; (2) the Group’s ability to
execute and manage the Program in a sequenced, controlled and effective manner and in accordance with the relevant project
and business plan (once developed); (3) the Group’s ability to execute productivity initiatives and realise operational synergies,
cost savings and revenue benefits in accordance with the Program plan (including, in relation to CTl and ROE targets, the
extension of improvements beyond the current Program plan); (4) the Group’s ability to meet its internal net FTE reduction
targets; (5) the Group’s ability to recruit and retain FTE and contractors with the requisite skills and experience to deliver
Program initiatives; (6) there being no significant change in the Group’s financial performance or operating environment,
including the economic conditions in Australia and New Zealand, changes to financial markets and the Group’s ability to raise
funding and the cost of such funding, increased competition, changes in interest rates and changes in customer behaviour; (7)
there being no material change to law or regulation or changes to regulatory policy or interpretation, including relating to the
capital and liquidity requirements of the Group; (8) for the purpose of calculating FTE cost savings and redundancy costs, the
Group has assumed an average FTE cost based on Group-wide averages, and such costs are not calculated by reference to
specific productivity initiatives or individual employee entitlements; and (9) NAB’s proposed divestment of its wealth
management businesses (excluding JBWere and nabtrade) may have an impact on the timing, scope and cost of the Program,
however the impact cannot be quantified at this time.

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 Luxembourg Transparency Law disclosures released to the ASX on 2 May 2019 and the
Group’s Annual Financial Report for the 2019 financial year, which will be available at www.nab.com.au on 15 November 2019.
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Section 1

Profit Reconciliation

Information about Cash Earnings and other Non-IFRS Measures

Group Performance Results (Profit Reconciliation)

Non-cash Earnings ltems

Reconciliation between Statutory Net Profit (after Tax) from Continuing Operations and Cash Earnings
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Profit Reconciliation

Information about Cash Earnings and other Non-IFRS Measures

This section provides information about cash earnings, a key performance measure used by NAB, including information on how
cash earnings is calculated and a reconciliation of cash earnings to net profit attributable to owners of NAB (statutory net profit).
It also provides information about certain other key non-IFRS measures used by NAB disclosed in this document.

Non-IFRS Key Financial Performance
Measures used by the Group

Certain financial measures detailed in this Results
Announcement are not accounting measures within the
scope of IFRS. Management review these financial
metrics in order to measure the Group’s overall financial
performance and position and believe the presentation of
these industry standard financial measures provide useful
information to analysts and investors regarding the results
of the Group's operations and allows ready comparison
with other industry participants. The Group regularly
reviews the non-IFRS measures included in its reporting
documents to ensure that only relevant financial measures
are incorporated. Further information in relation to these
financial measures is set out below and in the Glossary.

Explanation and Definition of Cash Earnings

Cash earnings is a non-IFRS key financial performance
measure used by NAB, the investment community and
NAB’s Australian peers with similar business portfolios.
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. Cash earnings is
calculated by excluding discontinued operations and
certain other non-cash items which are included within the
statutory net profit attributable to owners of NAB. Cash
earnings does not purport to represent the cash flows,
funding or liquidity position of the Group, nor any amount
represented on a cash flow statement. It is not a statutory
financial measure and is not presented in accordance with
Australian Accounting Standards and is not audited or
reviewed in accordance with Australian Auditing
Standards.

The Group Results are presented on a cash earnings basis
unless otherwise stated.

Cash earnings is defined as net profit attributable to
owners of NAB from continuing operations, adjusted for the
items NAB considers appropriate to better reflect the
underlying performance of the Group. Cash earnings for
the September 2019 full year has been adjusted for the
following:

 distributions

» fair value and hedge ineffectiveness

» amortisation of acquired intangible assets

* MLC Wealth divestment separation costs.

Reconciliation to Statutory Net Profit

Section 4 of the 2019 Full Year Results Announcement
contains the Group's income statement, including statutory
net profit. The statutory net profit for the period is the sum
of both net profit / (loss) from continuing operations and
discontinued operations. Further details are set out in
Note 14 Discontinued operations on page 77. The
Group’s audited financial statements, prepared in
accordance with the Corporations Act 2001 (Cth) and
applicable Australian Accounting Standards, will be

published in its 2019 Annual Financial Report on
15 November 2019.

A reconciliation of cash earnings to statutory net profit is
set out on page 3, and full reconciliations between
statutory net profit and cash earnings are included in this
section on pages 5-8.

Page 4 contains a description of non-cash earnings
items for the September 2019 full year.

Average Balances

Average balances, including average equity (adjusted),
total average assets and average interest earning assets
are based on daily statutory average balances derived
from internally generated trial balances from the Group's
general ledger. This methodology produces numbers that
more accurately reflect seasonality, timing of accruals
(such as dividends) and restructures (including
discontinued operations), which would otherwise not be
reflected in a simple average.



Profit Reconciliation

Group Performance Results (Profit Reconciliation)

Year to Half Year to

Sep 19 Sep 18 Sep19v Sep 19 Mar 19 Sep19v

$m $m Sep18 % $m $m Mar 19 %

Net interest income® 13,542 13,467 0.6 6,808 6,734 1.1
Other operating income(” 3,679 4,510 (18.4) 1,539 2,140 (28.1)
Net operating income 17,221 17,977 (4.2) 8,347 8,874 (5.9)
Operating expenses(” (9,013) (8,992) 0.2 (4,838) (4,175) 15.9
Underlying profit 8,208 8,985 (8.6) 3,509 4,699 (25.3)
Credit impairment charge (919) (779) 18.0 (470) (449) 4.7
Cash earnings before tax and distributions 7,289 8,206 (11.2) 3,039 4,250 (28.5)
Income tax expense (2,109) (2,404) (12.3) (865) (1,244) (30.5)
Cash earnings before distributions 5,180 5,802 (10.7) 2,174 3,006 (27.7)
Distributions (83) (100) (17.0) (31) (52) (40.4)
Cash earnings 5,097 5,702 (10.6) 2,143 2,954 (27.5)

Non-cash earnings items (after tax):

Distributions 83 100 (17.0) 31 52 (40.4)
Fair value and hedge ineffectiveness (23) 182 large 46 (69) large
Amortisation of acquired intangible assets (18) (30) (40.0) (4) (14) (71.4)
MLC Wealth divestment separation costs (52) (12) large (33) (19) 73.7
Net profit from continuing operations 5,087 5,942 (14.4) 2,183 2,904 (24.8)
Net loss after tax from discontinued operations(” (289) (388) (25.5) (79) (210) (62.4)
Net profit attributable to owners of NAB 4,798 5,554 (13.6) 2,104 2,694 (21.9)

@ Includes large notable items. Refer to Section 2 Large notable items for further information.



Profit Reconciliation

Non-cash Earnings ltems

Distributions

Distributions relating to hybrid equity instruments are
treated as an expense for cash earnings purposes and as
a reduction in equity (dividend) for statutory reporting
purposes. The distributions on other equity instruments
are set out in Section 4, Note 6 Dividends and distributions.
The effect of this in the September 2019 full year is to
reduce cash earnings by $83 million.

Fair Value and Hedge Ineffectiveness

Fair value and hedge ineffectiveness causes volatility in
statutory profit, which is excluded from cash earnings as it
is income neutral over the full term of the transactions.
This arises from fair value movements relating to trading
derivatives held for risk management purposes; fair value
movements relating to assets, liabilities and derivatives
designated in hedge relationships; and fair value
movements relating to assets and liabilities designated at
fair value.

In the September 2019 full year, there was a decrease in
statutory profit of $17 million ($23 million after tax) from fair
value and hedge ineffectiveness. The adoption of AASB 9
Financial Instruments from 1 April 2018 has significantly
reduced the Group's volatility of statutory profit due to
hedge accounted derivatives.

The decrease in the current period relates to mark-to-
market losses on derivatives used to hedge the Group’s
long-term funding issuances and liquidity portfolio, where
hedge accounting is not applied.

Amortisation of Acquired Intangible Assets

The amortisation of acquired intangibles represents the
amortisation of intangible assets arising from the
acquisition of controlled entities and associates such as
management agreements and contracts in force. In the
September 2019 full year, there was a decrease in
statutory profit of $25 million ($18 million after tax) due to
the amortisation of acquired intangible assets.

MLC Wealth Divestment Separation Costs

MLC Wealth divestment separation costs represent costs
incurred in preparation for the divestment of the Group's
Advice, Superannuation & Investment Platforms and Asset
Management businesses, which is expected to occur in the
2020 financial year. In the September 2019 full year, there
was a decrease in statutory profit of $74 million ($52 million
after tax) due to MLC Wealth divestment separation costs.



Profit Reconciliation

Reconciliation between Statutory Net Profit (after Tax) from Continuing Operations and Cash Earnings

Statutory net Amortisation MLC Wealth
profit from Fair value of acquired divestment
continuing Distri- and hedge intangible separation Cash
operations Wealth adj.” butions ineffec. assets costs earnings
Year ended 30 September 2019 $m $m $m $m $m $m $m
Net interest income®? 13,558 11) - (5) - - 13,542
Other operating income®? 4,373 (721) - 14 13 - 3,679
Net operating income 17,931 (732) - 9 13 - 17,221
Operating expenses®? (9,827) 728 - 12 74 (9,013)
Profit / (loss) before credit impairment charge 8,104 4) - 9 25 74 8,208
Credit impairment (charge) / write-back (927) - - 8 - - (919)
Profit / (loss) before tax 7177 4) - 17 25 74 7,289
Income tax (expense) / benefit (2,087) 1 - 6 7) (22) (2,109)
Net profit / (loss) on continuing operations before distributions and non-controlling interest 5,090 3) - 23 18 52 5,180
Net profit / (loss) attributable to non-controlling interest in controlled entities (3) 3 - - - - -
Distributions - - (83) - - - (83)
Net profit / (loss) attributable to owners of NAB from continuing operations 5,087 - (83) 23 18 52 5,097

o In the Wealth cash earnings view, volume related expenses are reclassified from operating expenses and net interest income to other operating income.

@ Includes large notable items. Refer to Section 2 Large notable items for further information.



Profit Reconciliation

Reconciliation between Statutory Net Profit (after Tax) from Continuing Operations and Cash Earnings (continued)

Statutory net Amortisation MLC Wealth

profit from Fair value of acquired divestment
continuing Distri- and hedge intangible separation Cash
operations Wealth adj.” butions ineffec. assets costs earnings
Year ended 30 September 2018 $m $m $m $m $m $m $m
Net interest income 13,505 (42) - 4 - - 13,467
Other operating income® 5,596 (843) - (256) 13 - 4,510
Net operating income 19,101 (885) - (252) 13 - 17,977
Operating expenses®? (9,910) 879 - - 22 17 (8,992)
Profit / (loss) before credit impairment charge 9,191 (6) - (252) 35 17 8,985
Credit impairment (charge) / write-back (791) - - 12 - - (779)
Profit / (loss) before tax 8,400 (6) - (240) 35 17 8,206
Income tax (expense) / benefit (2,455) 3 - 58 (5) (5) (2,404)
Net profit / (loss) on continuing operations before distributions and non-controlling interest 5,945 3) - (182) 30 12 5,802
Net profit / (loss) attributable to non-controlling interest in controlled entities (3) 3 - - - - -
Distributions - - (100) - - - (100)
Net profit / (loss) attributable to owners of NAB from continuing operations 5,942 - (100) (182) 30 12 5,702

o In the Wealth cash earnings view, volume related expenses are reclassified from operating expenses and net interest income to other operating income.

@ Includes large notable items. Refer to Section 2 Large notable items for further information.



Profit Reconciliation

Reconciliation between Statutory Net Profit (after Tax) from Continuing Operations and Cash Earnings (continued)

Statutory net Amortisation MLC Wealth

profit from Fair value of acquired divestment
continuing Distri- and hedge intangible separation Cash
operations Wealth adj.” butions ineffec. assets costs earnings
Half Year ended 30 September 2019 $m $m $m $m $m $m $m
Net interest income®? 6,817 (6) - 3) - - 6,808
Other operating income®? 1,945 (347) - (65) 6 - 1,539
Net operating income 8,762 (353) - (68) 6 - 8,347
Operating expenses®? (5,236) 349 - - 3 46 (4,838)
Profit / (loss) before credit impairment charge 3,526 4) - (68) 9 46 3,509
Credit impairment (charge) / write-back (473) - - 3 - - (470)
Profit / (loss) before tax 3,053 4) - (65) 9 46 3,039
Income tax (expense) / benefit (868) 2 - 19 (5) (13) (865)
Net profit / (loss) on continuing operations before distributions and non-controlling interest 2,185 2) - (46) 4 33 2,174
Net profit / (loss) attributable to non-controlling interest in controlled entities (2) 2 - - - - -
Distributions - - (31) - - - (31)
Net profit / (loss) attributable to owners of NAB from continuing operations 2,183 - (31) (46) 4 33 2,143

o In the Wealth cash earnings view, volume related expenses are reclassified from operating expenses and net interest income to other operating income.

@ Includes large notable items. Refer to Section 2 Large notable items for further information.



Profit Reconciliation

Reconciliation between Statutory Net Profit (after Tax) from Continuing Operations and Cash Earnings (continued)

Statutory net Amortisation MLC Wealth

profit from Fair value of acquired divestment
continuing Distri- and hedge intangible separation Cash
operations Wealth adj.” butions ineffec. assets costs earnings
Half Year ended 31 March 2019 $m $m $m $m $m $m $m
Net interest income®? 6,741 (5) - ) - - 6,734
Other operating income®? 2,428 (374) - 79 7 - 2,140
Net operating income 9,169 (379) - 77 7 - 8,874
Operating expenses®? (4,591) 379 - - 9 28 (4,175)
Profit before credit impairment charge 4,578 - - 77 16 28 4,699
Credit impairment (charge) / write-back (454) - - 5 - - (449)
Profit before tax 4,124 - - 82 16 28 4,250
Income tax expense (1,219) (1) - (13) (2) 9) (1,244)
Net profit / (loss) from continuing operations before distributions and non-controlling interest 2,905 1) - 69 14 19 3,006
Net profit / (loss) attributable to non-controlling interest in controlled entities 1) 1 - - - - -
Distributions - - (52) - - - (52)
Net profit / (loss) attributable to owners of NAB from continuing operations 2,904 - (52) 69 14 19 2,954

o In the Wealth cash earnings view, volume related expenses are reclassified from operating expenses and net interest income to other operating income.

@ Includes large notable items. Refer to Section 2 Large notable items for further information.
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Group Review

Group Performance Results

Year to Half Year to
Sep19 Sep18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar19 %
Net interest income( 13,614 13,467 1.1 6,838 6,776 0.9
Other operating income” 4,814 4,759 1.2 2,372 2,442 (2.9)
Customer-related remediation® (1,207) (249) large (863) (344) large
Net operating income 17,221 17,977 (4.2) 8,347 8,874 (5.9)
Operating expenses®® (8,155) (8,126) 0.4 (4,100) (4,055) 1.1
Customer-related remediation® (364) (111) large (244) (120) large
Capitalised software policy change? (494) - large (494) - large
Restructuring-related costs® - (755) large - - -
Underlying profit 8,208 8,985 (8.6) 3,509 4,699 (25.3)
Credit impairment charge (919) (779) 18.0 (470) (449) 4.7
Cash earnings before tax and distributions 7,289 8,206 (11.2) 3,039 4,250 (28.5)
Income tax expense (2,109) (2,404) (12.3) (865) (1,244) (30.5)
Cash earnings before distributions 5,180 5,802 (10.7) 2,174 3,006 (27.7)
Distributions (83) (100) (17.0) (31) (52) (40.4)
Cash earnings 5,097 5,702 (10.6) 2,143 2,954 (27.5)
Cash earnings (excluding large notable items)® 6,545 6,493 0.8 3,266 3,279 (0.4)
Non-cash earnings items (after tax):
Distributions 83 100 (17.0) 31 52 (40.4)
Fair value and hedge ineffectiveness (23) 182 large 46 (69) large
Amortisation of acquired intangible assets (18) (30) (40.0) (4) (14) (71.4)
MLC Wealth divestment separation costs (52) (12) large (33) (19) 73.7
Net profit from continuing operations 5,087 5,942 (14.4) 2,183 2,904 (24.8)
Net loss after tax from discontinued operations (289) (388) (25.5) (79) (210) (62.4)
Net profit attributable to owners of NAB 4,798 5,554 (13.6) 2,104 2,694 (21.9)
Represented by:
Business and Private Banking 2,840 2,911 (2.4) 1,378 1,462 (5.7)
Consumer Banking and Wealth 1,366 1,539 (11.2) 728 638 141
Corporate and Institutional Banking 1,508 1,541 (2.1) 727 781 (6.9)
New Zealand Banking 997 922 8.1 494 503 (1.8)
Corporate Functions and Other® (166) (420) (60.5) (61) (105) (41.9)
Customer-related remediation® (1,100) (261) large (775) (325) large
Capitalised software policy change® (348) - large (348) - large
Restructuring-related costs® - (530) large - - -
Cash earnings 5,097 5,702 (10.6) 2,143 2,954 (27.5)

@ Excluding customer-related remediation.

@ Refer to Section 2 Large notable items for further information.

@ Excluding large notable items.
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Group Review

Group Performance Results (continued)

Large Notable Iltems

Year to Half Year to
Sep19 Sep18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar19 %
Net interest income
Customer-related remediation (72) - large (30) (42) (28.6)
Other operating income
Customer-related remediation (1,135) (249) large (833) (302) large
Net operating income (1,207) (249) large (863) (344) large
Operating expenses
Customer-related remediation (364) (111) large (244) (120) large
Capitalised software policy change (494) - large (494) - large
Restructuring-related costs - (755) large - - -
Cash deficit before tax (2,065) (1,115) 85.2 (1,601) (464) large
Income tax benefit 617 324 90.4 478 139 large
Cash deficit (1,448) (791) 83.1 (1,123) (325) large
Net loss after tax from discontinued operations (257) (53) large (57) (200) (71.5)
Net loss attributable to owners of NAB (1,705) (844) large (1,180) (525) large

Customer-related remediation

In the September 2019 full year, the Group recognised charges for customer-related remediation matters of $1,100 million
($1,571 million before tax) in cash earnings. Charges of $261 million ($360 million before tax) were recognised in cash
earnings in the September 2018 full year. The charges of $1,571 million were recognised as follows:

+ $72 million in net interest income

» $1,135 million in other operating income

» $364 million in operating expenses.

Charges of $257 million ($367 million before tax) were recognised in discontinued operations in the September 2019 full year,
with $53 million ($75 million before tax) recognised in discontinued operations in the September 2018 full year.

In the September 2019 half year, the Group recognised charges of $775 million ($1,107 million before tax) in cash earnings.
Charges of $325 million ($464 million before tax) were recognised in cash earnings in the March 2019 half year. Charges of
$1,107 million were recognised as follows:

* $30 million in net interest income

« $833 million in other operating income

*  $244 million in operating expenses.

Charges of $57 million ($82 million before tax) were recognised in discontinued operations in the September 2019 half year,
with $200 million ($285 million before tax) recognised in discontinued operations in the March 2019 half year.

The customer-related remediation matters in the September 2019 full year include:

» refunds and compensation to customers impacted by issues in the Wealth business, including adviser service fees charged
by NAB Financial Planning and NAB Advice Partnerships, combined with the Wealth advice review and consumer credit
insurance sales (within discontinued operations)

* banking-related matters, including matters where customers were incorrectly charged fees on certain fee-exempt
transactions

» costs for implementing remediation processes.

Capitalised software policy change

In the September 2019 full year, the Group made a change to the application of the software capitalisation policy by increasing
the threshold for capitalisation of software from $0.5 million to $2 million, which reduced cash earnings by $348 million ($494
million before tax) as a result of accelerated amortisation.

Restructuring-related costs

In the September 2018 full year, the Group recognised restructuring-related costs of $530 million ($755 million before tax) in
cash earnings to deliver on the acceleration of its strategic agenda to enhance the customer experience and simplify its

business. The costs of $755 million comprise $540 million of personnel, outplacement and project management costs, $146
million of software write-offs and $69 million of property rationalisation costs.

11



Group Review

Group Performance Results (continued)

Group Performance Results (Reconciliation of Large Notable Items)

Year to

Sep 19 Large Sep 19 Sep 18 Large Sep 18 Sep19v

Notable ex Large Notable ex Large Sep 18

Items Notable Items Notable ex Large

Items Items Notable

Items

$m $m $m $m $m $m %

Net interest income 13,542 (72) 13,614 13,467 - 13,467 1.1
Other operating income 3,679 (1,135) 4,814 4,510 (249) 4,759 1.2
Net operating income 17,221 (1,207) 18,428 17,977 (249) 18,226 1.1
Operating expenses (9,013) (858) (8,155) (8,992) (866) (8,126) 0.4
Underlying profit 8,208 (2,065) 10,273 8,985 (1,115) 10,100 1.7
Credit impairment charge (919) - (919) (779) - (779) 18.0
Cash earnings before tax and distributions 7,289 (2,065) 9,354 8,206 (1,115) 9,321 0.4
Income tax expense (2,109) 617 (2,726) (2,404) 324 (2,728) (0.1)
Cash earnings before distributions 5,180 (1,448) 6,628 5,802 (791) 6,593 0.5
Distributions (83) - (83) (100) - (100) (17.0)
Cash earnings 5,097 (1,448) 6,545 5,702 (791) 6,493 0.8

Half Year to

Sep 19 Large Sep 19 Mar 19 Large Mar 19 Sep19v

Notable ex Large Notable ex Large Mar 19

Items Notable Items Notable ex Large

Items Items Notable

Items

$m $m $m $m $m $m %

Net interest income 6,808 (30) 6,838 6,734 (42) 6,776 0.9
Other operating income 1,539 (833) 2,372 2,140 (302) 2,442 (2.9)
Net operating income 8,347 (863) 9,210 8,874 (344) 9,218 (0.1)

Operating expenses (4,838) (738) (4,100) (4,175) (120) (4,055) 1.1
Underlying profit 3,509 (1,601) 5,110 4,699 (464) 5,163 (1.0)
Credit impairment charge (470) - (470) (449) - (449) 4.7
Cash earnings before tax and distributions 3,039 (1,601) 4,640 4,250 (464) 4,714 (1.6)
Income tax expense (865) 478 (1,343) (1,244) 139 (1,383) (2.9)
Cash earnings before distributions 2,174 (1,123) 3,297 3,006 (325) 3,331 (1.0)
Distributions (31) - (31) (52) - (52) (40.4)
Cash earnings 2,143 (1,123) 3,266 2,954 (325) 3,279 (0.4)
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Group Performance Results (continued)

Shareholder Summary

Group Review

Year to Half Year to
Sep19v Sep19v
Sep 19 Sep 18 Sep 18 Sep 19 Mar 19 Mar 19
Group
Dividend per share (cents) 166 198 (32) 83 83 -
Dividend payout ratio 91.1% 94.1% (300 bps) 109.9% 77.4% large
Statutory earnings per share (cents) - basic 168.6 201.3 (32.7) 73.0 95.9 (22.9)
Statutory earnings per share (cents) - diluted 164.4 194.0 (29.6) 71.8 92.1 (20.3)
Statutory earnings per share from continuing operations (cents) - basic 178.9 215.6 (36.7) 75.8 103.5 (27.7)
Statutory earnings per share from continuing operations (cents) - diluted 173.9 207.2 (33.3) 74.4 99.1 (24.7)
Cash earnings per share (cents) - basic 182.2 210.4 (28.2) 75.5 107.2 (31.7)
Cash earnings per share (cents) - diluted 177.0 202.4 (25.4) 741 102.5 (28.4)
Statutory return on equity 9.1% 11.2% (210 bps) 7.8% 10.5% (270 bps)
Cash return on equity (ROE) 9.9% 1.7% (180 bps) 8.1% 11.7% (360 bps)
Group (excluding large notable items)”

Dividend payout ratio 70.9% 82.6% large 72.1% 69.7% 240 bps
Statutory earnings per share (cents) - basic 229.5 230.5 (1.0) 114.6 114.9 (0.3)
Statutory earnings per share (cents) - diluted 220.7 220.9 (0.2) 110.3 109.6 0.7
Statutory earnings per share from continuing operations (cents) - basic 230.7 2448 (14.1) 115.4 115.3 0.1
Statutory earnings per share from continuing operations (cents) - diluted 221.8 2341 (12.3) 111.0 109.9 1.1
Cash earnings per share (cents) - basic 234.0 239.6 (5.6) 115.1 119.0 (3.9)
Cash earnings per share (cents) - diluted 224.9 229.3 (4.4) 110.7 113.3 (2.6)
Statutory return on equity 12.5% 12.8% (30 bps) 12.3% 12.6% (30 bps)
Cash return on equity (ROE) 12.7% 13.3% (60 bps) 12.3% 13.0% (70 bps)

(1)

Refer to Section 2 Large notable items for further information.
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Group Review

Group Performance Results (continued)

Key Performance Indicators

Year to Half Year to
Sep19v Sep19v
Sep 19 Sep 18 Sep 18 Sep 19 Mar 19 Mar 19
Group
Cash earnings on average assets 0.61% 0.71% (10 bps) 0.51% 0.71% (20 bps)
Cash earnings on average risk-weighted assets 1.26% 1.48% (22 bps) 1.05% 1.49% (44 bps)
Cash earnings per average FTE ($'000) 150 169 (11.2%) 125 176 (29.0%)
Jaws (4.4%) (17.3%) large (21.8%) 1.6% large
Cost to income (CTI) ratio 52.3% 50.0% 230 bps 58.0% 47.0% large
Net interest margin 1.78% 1.85% (7 bps) 1.78% 1.79% (1 bp)
Group (excluding large notable items)”
Cash earnings on average assets 0.78% 0.81% (3 bps) 0.78% 0.79% (1 bp)
Cash earnings on average risk-weighted assets 1.62% 1.68% (6 bps) 1.60% 1.65% (5 bps)
Cash earnings per average FTE ($'000) 193 192 0.5% 190 196 (3.1%)
Jaws 0.7% (4.6%) 530 bps (1.2%) 2.9% (410 bps)
Cost to income (CTI) ratio 44.3% 44.6% (30 bps) 44.5% 44.0% 50 bps
Net interest margin 1.79% 1.85% (6 bps) 1.79% 1.80% (1 bp)
Capital
Common Equity Tier 1 ratio 10.38% 10.20% 18 bps 10.38% 10.40% (2 bps)
Tier 1 capital ratio 12.36% 12.38% (2 bps) 12.36% 12.45% (9 bps)
Total capital ratio 14.68% 14.12% 56 bps 14.68% 14.00% 68 bps
Risk-weighted assets ($bn) 415.8 389.7 6.7% 415.8 403.2 3.1%
Volumes ($bn)
Gross loans and acceptances 601.4 585.6 2.7% 601.4 601.3 -
Average interest earning assets 758.8 726.7 4.4% 763.4 754.3 1.2%
Total average assets 835.9 807.0 3.6% 839.9 829.1 1.3%
Total customer deposits 424.6 409.0 3.8% 424.6 421.7 0.7%
Asset quality
90+ days past due and gross impaired assets to gross loans and
acceptances 0.93% 0.71% 22 bps 0.93% 0.79% 14 bps
Collective provision to credit risk-weighted assets 0.96% 0.92% 4 bps 0.96% 0.94% 2 bps
Specific provision to gross impaired assets®? 39.7% 44.4% (470 bps) 39.7% 45.8% (610 bps)
Other
Funds under management and administration (FUM/A) (spot) ($bn)® 150.2 144.7 3.8% 150.2 143.2 4.9%
Assets under management (AUM) (spot) ($bn)@ 201.5 206.7 (2.5%) 201.5 202.9 (0.7%)
Full-time equivalent employees (FTE) (spot) 34,370 33,283 3.3% 34,370 33,790 1.7%
Full-time equivalent employees (FTE) (average) 33,950 33,747 0.6% 34,258 33,620 1.9%

@ Refer to Section 2 Large notable items for further information.

@ September 2018 excludes $2 million (NZ$3 million) of New Zealand Banking dairy exposures that were assessed as no loss based on security held.

Collective provisions are held against these loans.

® FUM/A and AUM are presented in two separate disclosures that represent all managed funds and assets from which the Group derives revenue.
Certain items will be represented in both FUM/A and AUM meaning the two should not be summed.
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Review of Group Performance Results

September 2019 v September 2018

Net profit attributable to owners of NAB (statutory net
profit) decreased by $756 million or 13.6%. Excluding the
impact of discontinued operations, net profit attributable to
owners of NAB (statutory net profit) decreased by $855
million or 14.4%. Discontinued operations reflect losses
relating to customer-related remediation and additional
costs associated with the life insurance business sale.

Cash earnings decreased by $605 million or 10.6%
including an increase in large notable items of $657 million.
Excluding these items, cash earnings increased by $52
million or 0.8%.

Cash earnings on average risk-weighted assets
decreased by 22 basis points reflecting the impact of large
notable items. Excluding these items, cash earnings on
average risk-weighted assets decreased by 6 basis points
due to higher average risk-weighted assets.

Net interest income increased by $75 million or 0.6%,
including a decrease of $133 million which was offset by
movements in economic hedges in other operating income
and customer-related remediation of $72 million in the
September 2019 full year. Excluding these movements,
the underlying increase of $280 million or 2.1% was driven
by growth in both housing and business lending volumes,
combined with the impact of repricing in the lending
portfolios. These movements were partially offset by
competitive pressures and changing customer preferences
(switching from interest only to principal and interest home
loans) affecting housing lending margins, and higher
funding and liquidity costs.

Other operating income decreased by $831 million or
18.4%, including an increase of $133 million which was
offset by movements in economic hedges in net interest
income and an increase of $886 million in customer-related
remediation. Excluding these movements, the underlying
decrease of $78 million or 1.6% was mainly driven by lower
income in Wealth and Markets. This was partially offset by
higher NAB risk management income in Treasury.

Operating expenses increased by $21 million or 0.2%.
Excluding a decrease of $8 million in large notable items,
operating expenses increased by $29 million or 0.4%,
driven largely by foreign exchange movements. There has
been continued investment in technology with associated
amortisation charges, increased spend to uplift customer
experience and strengthen the compliance and control
environment, and the impact of annual salary increases.
This was largely offset by productivity benefits achieved
through continued simplification of the Group's operations
and reduction in third party spend, combined with lower
performance-based compensation and lower legal costs
associated with the Royal Commission.

Credit impairment charge increased by $140 million or
18.0% mainly driven by new and increased specific credit
impairment charges raised for the business lending
portfolios in Australia and New Zealand, partially offset by
write-backs resulting from business turnarounds for a small
number of larger exposures, combined with lower collective
credit impairment charges.

Group Review

September 2019 v March 2019

Net profit attributable to owners of NAB (statutory net
profit) decreased by $590 million or 21.9%. Excluding the
impact of discontinued operations, net profit attributable to
owners of NAB (statutory net profit) decreased by $721
million or 24.8%. Discontinued operations reflect losses
relating to customer-related remediation and additional
costs associated with the life insurance business sale.

Cash earnings decreased by $811 million or 27.5%
including an increase in large notable items of $798 million.
Excluding these items, cash earnings decreased by $13
million or 0.4%.

Cash earnings on average risk-weighted assets
decreased by 44 basis points reflecting the impact of large
notable items. Excluding these items, cash earnings on
average risk-weighted assets decreased by 5 basis points
due to a decrease in cash earnings and higher average
risk-weighted assets.

Net interest income increased by $74 million or 1.1%,
including a decrease of $34 million which was offset by
movements in economic hedges in other operating income
and a decrease of $12 million in customer-related
remediation. Excluding these movements, the underlying
increase of $96 million or 1.4% was driven by growth in
business lending volumes, the impact of the prior period
repricing in the housing lending portfolio and lower funding
and liquidity costs. These movements were partially offset
by competitive pressures and changing customer
preferences (switching from interest only to principal and
interest home loans) affecting housing lending margins and
lower earnings on capital.

Other operating income decreased by $601 million or
28.1%, including an increase of $34 million which was
offset by movements in economic hedges in net interest
income and an increase of $531 million in customer-related
remediation. Excluding these movements, the underlying
decrease of $104 million or 4.3% was mainly due to lower
NAB risk management income in Markets and Treasury,
partially offset by higher sales of customer risk
management products.

Operating expenses increased by $663 million or 15.9%.
Excluding an increase of $618 million in large notable
items, operating expenses increased by $45 million or
1.1%. This was driven by continued investment in
technology with associated amortisation charges,
increased spend to uplift customer experience and
strengthen the compliance and control environment, and
the impact of annual salary increases. This was partially
offset by productivity benefits achieved through continued
simplification of the Group's operations and reduction in
third party spend, combined with lower performance-based
compensation.

Credit impairment charge increased by $21 million or
4.7% mainly driven by new and increased specific credit
impairment charges raised for the business lending
portfolios in Australia and New Zealand, partially offset by
lower collective credit impairment charges.
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Group Review

Net Interest Income

Year to Half Year to
Sep19v Sep19v
Sep 19 Sep 18 Sep 18 % Sep 19 Mar 19 Mar 19 %
Net interest income ($m)™ 13,614 13,467 1.1 6,838 6,776 0.9
Customer-related remediation ($m)®@ (72) large (30) (42) (28.6)
Average interest earning assets ($bn) 758.8 726.7 4.4 763.4 754.3 1.2
Net interest margin (%)® 1.78 1.85 (7 bps) 1.78 1.79 (1 bp)

Net Interest Income - Contribution to Net Movement(”

Sm
18 118
(12) (21)
Mar 19 Business & Private Consumer Banking & Corporate & Institutional New Zealand Banking  Corporate Functions, Sep 19
Banking Wealth Treasury & Other(®

1 Corporate Functions, Treasury & Other includes eliminations. Referto page 48 for the definition of Corporate Functions.

September 2019 v September 2018

Net interest income excluding customer-related
remediation increased by $147 million or 1.1%. This
includes a decrease of $133 million which was offset by
movements in economic hedges in other operating income.
Excluding this movement, the underlying increase of $280
million or 2.1% was due to:

* Growth in housing and business lending volumes,
reflecting the Group’s focus on priority segments in
Australia and New Zealand.

» The impact of current period repricing in the housing
lending portfolio and the full impact of prior period
repricing in the business lending portfolio in Australia.

The underlying increase was partially offset by:

» Competitive pressures and product mix impacts as a
result of a change in customer preferences (switching
from interest only to principal and interest home loans)
affecting housing lending margins, combined with
regulatory changes on unsecured lending.

* Increased funding and liquidity costs, reflecting higher
wholesale funding costs and a lower earnings rate on
non-interest-bearing deposits, due to the low interest
rate environment.

@  Excluding customer-related remediation.
@ Refer to Section 2 Large notable items for further information.
@ Including customer-related remediation.
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September 2019 v March 2019

Net interest income excluding customer-related
remediation increased by $62 million or 0.9%. This
includes a decrease of $34 million which was offset by
movements in economic hedges in other operating income.
Excluding this movement, the underlying increase of $96
million or 1.4% was due to:

» Growth in business lending volumes, reflecting the
Group’s focus on priority segments in Australia and New
Zealand.

» Decreased funding and liquidity costs, reflecting lower
wholesale funding costs, offset by higher term deposits
costs and a lower earnings rate on non-interest-bearing
deposits due to the low interest rate environment.

» Full impact of prior period repricing in the housing
lending portfolio in Australia.

The underlying increase was partially offset by:

» Competitive pressures and product mix impacts as a
result of a change in customer preferences (switching
from interest only to principal and interest home loans)
affecting housing lending margins.

» Lower earnings on capital driven by a decline in the
earnings rate over the period, partially offset by an
increase in the level of capital held.



Net Interest Margin(

Group Review

Year to Half Year to
Sep 19 Sep 18 Sep19v Sep 19 Mar 19 Sep19v
% % Sep 18 % % Mar 19
Group net interest margin 1.78 1.85 (7 bps) 1.78 1.79 (1 bp)
Business and Private Banking 2.93 2.95 (2 bps) 2.92 2.94 (2 bps)
Consumer Banking and Wealth 1.90 2.00 (10 bps) 1.96 1.84 12 bps
Corporate and Institutional Banking 0.71 0.79 (8 bps) 0.69 0.73 (4 bps)
New Zealand Banking 2.25 2.27 (2 bps) 2.20 2.30 (10 bps)
Group Net Interest Margin Movement
%
0.01
0.01
0on) (0.01)
Mar 19 Lending Margin Funding & Liquidity Capital & Other Customer-related  Sep 19 ex Markets & Markets & Treasury Sep19

% Markets & Treasury includes Liquid assets and Marketable securities

September 2019 v September 2018

The Group’s net interest margin decreased by 7 basis
points. This includes a decrease of 2 basis points in
Markets and Treasury due to lower net interest income
from Markets hedging activities offset in other operating
income and a decrease of 1 basis point due to customer-
related remediation. Excluding these movements, the
underlying decrease of 4 basis points was due to:

* A decrease of 3 basis points in lending margin driven by
lower housing lending margins due to competitive
pressures and a change in customer preferences
(switching from interest only to principal and interest
home loans), combined with regulatory changes on
unsecured lending, partially offset by repricing benefits.

* Adecrease of 1 basis point in funding and liquidity costs
driven by higher wholesale funding costs and a lower
earnings rate on non-interest-bearing deposits, due to
the low interest rate environment.

@ Including customer-related remediation.

Remediation Treasury impacts

September 2019 v March 2019

The Group’s net interest margin decreased by 1 basis
point. This includes a decrease of 1 basis point in Markets
and Treasury due to lower net interest income from
Treasury hedging activities offset in other operating
income. Excluding this movement, the underlying margin
was flat due to:

An increase of 1 basis point in lending margin driven by
the full impact of prior period repricing, partially offset by
competitive pressures and product mix impacts as a
result of a change in customer preferences (switching
from interest only to principal and interest home loans)
in the housing lending portfolio.

Flat funding and liquidity driven by lower wholesale
funding costs, offset by higher term deposits costs and
a lower earnings rate on non-interest-bearing deposits
due to the low interest rate environment.

This was offset by:

A decrease of 1 basis point driven by lower earnings on
capital due to the low interest rate environment partially
offset by an increase in the level of capital held.
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Group Review

Other Operating Income

Year to Half Year to

Sep 19 Sep 18 Sep19v Sep 19 Mar 19 Sep19v

$m $m Sep18 % $m $m Mar 19 %

Fees and commissions 2,153 2,185 (1.5) 1,078 1,075 0.3
Trading income 1,450 1,266 14.5 698 752 (7.2)
Other 1,211 1,308 (7.4) 596 615 (3.1)
Customer-related remediation(” (1,135) (249) large (833) (302) large
Total other operating income 3,679 4,510 (18.4) 1,539 2,140 (28.1)

September 2019 v September 2018

Other operating income decreased by $831 million or
18.4%. Excluding customer-related remediation, other

operating income increased by $55 million or 1.2%.

Fees and commissions decreased by $32 million or

1.5%. The decrease was largely due to the reduction or
removal of certain fees, combined with lower interchange
income driven by lower card volumes, and higher scheme
charges reflecting the increased use of cards for low-value

payments.

Trading income increased by $184 million or 14.5%. This
includes an increase of $133 million due to movements in

economic hedges, offset in net interest income. The

underlying increase of $51 million was mainly due to higher
NAB risk management income in Treasury, partially offset

by lower Markets income.

Other income decreased by $97 million or 7.4%. The
decrease was mainly due to lower Wealth income as a

result of fee reductions and repricing, removal of

grandfathered commissions and a change in customer

preferences to lower margin products.

@ Refer to Section 2 Large notable items for further information.
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September 2019 v March 2019

Other operating income decreased by $601 million or
28.1%. Excluding customer-related remediation, other
operating income decreased by $70 million or 2.9%.

Fees and commissions increased by $3 million or 0.3%.
The increase was mainly due to higher fee income in New
Zealand Banking, and seasonally higher housing lending
fees in Consumer Banking. This was partially offset by
higher scheme charges reflecting the increased use of
cards for low-value payments.

Trading income decreased by $54 million or 7.2%. This
includes an increase of $34 million due to movements in
economic hedges, offset in net interest income. The
underlying decrease of $88 million was mainly due to lower
NAB risk management income in Markets and Treasury,
partially offset by higher sales of customer risk
management products.

Other income decreased by $19 million or 3.1%. The
decrease was mainly due to lower Wealth income as a
result of fee reductions and repricing, removal of
grandfathered commissions and a change in customer
preferences to lower margin products. This was partially
offset by higher JBWere income in Business and Private
Banking.



Group Review

Markets and Treasury Income

Year to Half Year to
Sep 19 Sep18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar19 %
Net interest income 267 370 (27.8) 106 161 (34.2)
Other operating income 1,511 1,368 10.5 732 779 (6.0)
Total Markets and Treasury income 1,778 1,738 23 838 940 (10.9)
Customer risk management(”
FX 499 492 1.4 266 233 14.2
Rates 275 293 (6.1) 136 139 (2.2)
Total Customer risk management income 774 785 (1.4) 402 372 8.1
NAB risk management®?
Markets 448 460 (2.6) 188 260 (27.7)
Treasury 577 494 16.8 265 312 (15.1)
Total NAB risk management income 1,025 954 7.4 453 572 (20.8)
Derivative valuation adjustment® (21) 1) large 17) 4) large
Total Markets and Treasury income 1,778 1,738 23 838 940 (10.9)
Average Markets traded market risk Value at Risk (VaR)® 7.9 8.2 (3.7) 9.3 6.5 431
September 2019 v September 2018 September 2019 v March 2019
Markets and Treasury income increased by $40 million or Markets and Treasury income decreased by $102 million
2.3% due primarily to higher NAB risk management or 10.9% due to lower NAB risk management income.
income.
Customer risk management income increased by $30
Customer risk management income decreased by $11 million or 8.1%, driven by higher foreign exchange risk
million or 1.4%, driven primarily by lower interest rate risk management sales.

management sales.

NAB risk management income decreased by $119

NAB risk management income increased by $71 million million or 20.8% due to lower Markets income in rates risk
or 7.4%, driven primarily by Treasury risk management management and lower Treasury income as a result of
income increasing as a result of average credit spreads average credit spread movements.

tightening.

(1)

2

&

“

Customer risk management comprises other operating income and reflects customer risk management in respect of Australian Banking (Consumer
Banking and Wealth, Business and Private Banking, and Corporate and Institutional Banking) and New Zealand Banking. Comparative information has
been restated to align to the presentation in the current period to include inception derivative valuation adjustments, previously included as part of
derivative valuation adjustment.

NAB risk management comprises net interest income and other operating income and is defined as management of interest rate risk in the banking
book, wholesale funding and liquidity requirements and trading market risk to support the Group’s franchises. Markets forms part of Corporate and
Institutional Banking market revenue. Treasury forms part of Corporate Functions and Other revenue.

Derivative valuation adjustments, which include credit valuation adjustments and funding valuations adjustments, are shown net of hedging costs or
benefits. Comparative information has been restated to align to the presentation in the current period to exclude inception derivative valuation
adjustments which are now netted against Customer risk management income.

Excludes the impact of hedging activities related to derivative valuation adjustments.
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Group Review

Operating Expenses

Year to Half Year to
Sep 19 Sep 18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar 19 %
Personnel expenses 4,329 4,847 (10.7) 2,151 2,178 (1.2)
Occupancy-related expenses(” 546 589 (7.3) 275 271 1.5
General expenses(” 4,138 3,556 16.4 2,412 1,726 39.7
Total operating expenses 9,013 8,992 0.2 4,838 4,175 15.9
Operating Expenses (excluding large notable items)?
Year to Half Year to
Sep 19 Sep 18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar 19 %
Personnel expenses 4,329 4,420 (2.1) 2,151 2,178 (1.2)
Occupancy-related expenses(” 546 554 (1.4) 275 271 1.5
General expenses(” 3,280 3,152 41 1,674 1,606 4.2
Total operating expenses 8,155 8,126 0.4 4,100 4,055 1.1

September 2019 v September 2018

Operating expenses increased by $21 million or 0.2%.
Excluding large notable items and FX impacts of $48
million, operating expenses decreased by $19 million or
0.2%.

Personnel expenses excluding large notable items
decreased by $91 million or 2.1%. The decrease was
driven by productivity benefits achieved through continued
simplification of the Group's operations, combined with
lower performance-based compensation. This was largely
offset by continued investment in technology, increased
spend to strengthen the compliance and control
environment and annual salary increases.

Occupancy-related expenses excluding large notable
items decreased by $8 million or 1.4%. The decrease was
driven by productivity benefits due to the closure of certain
branches and lease renegotiations.

General expenses excluding large notable items
increased by $128 million or 4.1%. The increase was
driven by continued investment in technology and
associated amortisation charges, combined with increased
spend to uplift customer experience and strengthen the
compliance and control environment. This was partially
offset by productivity benefits achieved through reduction
in third party spend, and lower legal costs associated with
the Royal Commission.

September 2019 v March 2019

Operating expenses increased by $663 million or 15.9%.
Excluding large notable items, operating expenses
increased by $45 million or 1.1%.

Personnel expenses decreased by $27 million or 1.2%.
The decrease was driven by productivity benefits achieved
through continued simplification of the Group's operations,
combined with lower performance-based compensation.
This was partially offset by continued investment in
technology, increased spend to strengthen the compliance
and control environment and annual salary increases.

Occupancy-related expenses increased by $4 million or
1.5%.

General expenses excluding large notable items
increased by $68 million or 4.2%. The increase was driven
by continued investment in technology and associated
amortisation charges, combined with increased spend to
uplift customer experience and strengthen the compliance
and control environment. This was partially offset by
productivity benefits achieved through reduction in third
party spend.

m Comparative information has been restated to align to the presentation in the current period to reflect a reallocation of depreciation expense between

‘occupancy’ and ‘general’ expenses.

@ Refer to Section 2 Large notable items and Section 4, Note 4 Operating expenses for further information.
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Investment Spend

Group Review

Year to Half Year to
Sep 19 Sep 18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar 19 %
Infrastructure 697 542 28.6 424 273 55.3
Compliance and risk 470 456 3.1 259 21 22.7
Customer experience, efficiency and sustainable revenue 518 521 (0.6) 287 231 24.2
Total investment spend 1,685 1,519 10.9 970 715 35.7

Investment spend is expenditure on initiatives designed to enhance the customer experience, comply with legal and regulatory
requirements, and improve capabilities and efficiencies in the Group's business processes. In November 2017, the Group
announced an acceleration of its strategy and investment spend profile. Investment spend for the September 2019 full year
was $1,685 million, an increase of $166 million or 10.9% compared to the September 2018 full year.

September 2019 v September 2018

Investment in infrastructure initiatives increased by $155
million or 28.6%. The increase was driven by ongoing
simplification and technology refresh activity, investment in
data infrastructure, cyber security and technology to enable
bankers and the contact centre to better serve customer
needs.

Investment in compliance and risk initiatives increased by
$14 million or 3.1%. The increase was largely driven by
improvements to the home lending control environment,
data governance and development of a new regulatory
platform for enhanced reporting of statistical data.

Investment in customer experience, efficiency and
sustainable revenue initiatives decreased by $3 million or
0.6%. There is a continued focus on simplification in the
Wealth business and investment in enhancements to
customer experience relating to business and home
lending.

September 2019 v March 2019

Investment in infrastructure initiatives increased by $151
million or 55.3%. The increase was largely driven by
ongoing simplification and technology refresh activity,
investment in data infrastructure, cyber security and
technology to better serve customer needs in the contact

centre and branch network.

Investment in compliance and risk initiatives increased by
$48 million or 22.7%. The increase was largely driven by
improvements to the home lending control environment
and transformation of the governance and risk framework

across the Group.

Investment in customer experience, efficiency and
sustainable revenue initiatives increased by $56 million or
24.2%. The increase was driven by investment in
generating sustainable efficiencies in operations and
ongoing enhancements to the customer experience
relating to business and home lending.
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Group Review

Taxation
Year to Half Year to
Sep19v Sep19v
Sep 19 Sep 18 Sep 18 Sep 19 Mar 19 Mar 19
Income tax expense ($m) 2,109 2,404 (12.3%) 865 1,244 (30.5%)
Effective tax rate (%) 28.9 29.3 (40 bps) 28.5 29.3 (80 bps)

September 2019 v September 2018

Cash earnings income tax expense decreased by $295
million or 12.3%. The decrease was mainly due to lower
cash earnings before tax.

The cash earnings effective tax rate of 28.9% decreased
by 40 basis points mainly due to an increase in the foreign
tax rate differences and other non-recurring items in both
periods.
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September 2019 v March 2019

Cash earnings income tax expense decreased by $379
million or 30.5%. The decrease was mainly due to lower
cash earnings before tax.

The cash earnings effective tax rate of 28.5% decreased
by 80 basis points mainly due to an increase in the foreign
tax rate differences, one-off capital disposals that are non-
taxable or offset by capital losses, and other non-recurring
items in both periods.



Group Review

Lending
As at
30Sep19 31 Mar19 30 Sep 18 Sep19 v Sep19v
$m $m $m Sep 18 % Mar 19 %
Housing

Business and Private Banking 88,320 89,999 90,793 2.7) (1.9)
Consumer Banking and Wealth 215,584 216,621 212,157 1.6 (0.5)
Corporate and Institutional Banking 110 133 168 (34.5) (17.3)
New Zealand Banking 39,901 39,539 36,422 9.6 0.9
Total housing 343,915 346,292 339,540 1.3 (0.7)

Non-housing
Business and Private Banking 112,273 111,178 108,724 3.3 1.0
Consumer Banking and Wealth 6,015 6,431 6,643 (9.5) (6.5)
Corporate and Institutional Banking 97,694 95,311 91,215 71 25
New Zealand Banking 40,984 41,736 39,208 45 (1.8)
Corporate Functions and Other 471 365 260 81.2 29.0
Total non-housing 257,437 255,021 246,050 4.6 0.9
Gross loans and advances including acceptances 601,352 601,313 585,590 2.7 -

September 2019 v September 2018

Lending (gross loans and advances including
acceptances) increased by $15.8 billion or 2.7% due to
growth in housing and business lending.

Housing lending increased by $4.4 billion or 1.3% mainly

due to:

» Anincrease of $3.5 billion or 9.6% in New Zealand
Banking reflecting growth in both broker and proprietary
channels.

» An increase of $3.4 billion or 1.6% in Consumer
Banking and Wealth largely due to growth in the broker
channel.

» A decrease of $2.5 billion or 2.7% in Business and
Private Banking due to increased competition.

Non-housing lending increased by $11.4 billion or 4.6%

mainly due to:

« Anincrease of $6.5 billion or 7.1% in Corporate and
Institutional Banking reflecting focus on the Bank for
Investor and Bank for Infrastructure strategies.

* Anincrease of $3.5 billion or 3.3% in Business and
Private Banking driven by leveraging its deep industry
specialisations and strong market position.

» An increase of $1.8 billion or 4.5% in New Zealand
Banking reflecting growth across key segments.

September 2019 v March 2019

Lending (gross loans and advances including
acceptances) is flat with growth in business lending, offset
by a decrease in housing lending.

Housing lending decreased by $2.4 billion or 0.7% mainly
due to:

A decrease of $1.7 billion or 1.9% in Business and
Private Banking due to lower investor loans and
increased competition.

A decrease of $1.0 billion or 0.5% in Consumer Banking
and Wealth largely due to contraction in retail and direct
channels.

An increase of $0.4 billion or 0.9% in New Zealand
Banking reflecting growth in both proprietary and broker
channels.

Non-housing lending increased by $2.4 billion or 0.9%
mainly due to:

An increase of $2.4 billion or 2.5% in Corporate and
Institutional Banking reflecting focus on Bank for
Investor and Bank for Infrastructure strategies.

An increase of $1.1 billion or 1.0% in Business and
Private Banking driven by leveraging its deep industry
specialisations and strong market position.
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Group Review

Goodwill and Other Intangible Assets

Goodwill

Goodwill is flat compared to both 31 March 2019 and
30 September 2018.

The movement in goodwill is as follows:

Year ended Half Year ended
Sep19 Sep 18 Sep 19 Mar 19
$m $m $m $m

Balance at beginning of
period 2,863 2,862 2,864 2,863

Foreign currency

translation adjustments 1 1 - 1
Goodwill 2,864 2,863 2,864 2,864

Other Intangible Assets

Intangible assets are comprised of capitalised software and
other intangible assets. Intangible assets include a
decrease of $207 million or 7.2% of capitalised software
compared to September 2018. The decrease was largely
attributable to $494 million of accelerated amortisation of
software assets following a change to the application of the
software capitalisation policy to increase the threshold for
capitalisation of software from $0.5 million to $2 million,
partially offset by continued investment in software.

The Group continues to invest in software to support its
customer focused strategic objectives. Major investments
currently being undertaken are:

* In Australia, continued investment in technology
infrastructure, transforming the customer experience, as
well as compliance and risk initiatives.

* In New Zealand, continued investment in capabilities to
support the implementation of the Bank of New Zealand
strategic plan, particularly its digitisation to enhance
customer experience and support its productivity
agenda as well as regulatory compliance initiatives.

The movement in capitalised software is as follows:

Year ended Half Year ended
Sep19 Sep 18 Sep 19 Mar 19
$m $m $m $m
Balance at beginning of
period 2,895 2,706 2,982 2,895
Additions 905 819 534 371
Disposals and write-offs (15) (172) (15) -
Amortisation (612) (457) (316) (296)
Policy change(” (494) - (494) -
Foreign currency
translation adjustments 9 1) 3) 12
Capitalised software 2,688 2,895 2,688 2,982

@ Accelerated amortisation charge following a change to the application of the software capitalisation policy.
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Customer Deposits

Group Review

As at

30Sep19 31 Mar19 30 Sep 18 Sep19 v Sep19v

$m $m $m Sep 18 % Mar 19 %

Business and Private Banking 135,326 135,950 132,487 21 (0.5)
Consumer Banking and Wealth 125,133 123,870 120,640 3.7 1.0
Corporate and Institutional Banking 101,269 99,470 97,981 3.4 1.8
New Zealand Banking 57,046 57,225 53,542 6.5 (0.3)
Corporate Functions and Other 5,838 5,220 4,324 35.0 11.8
Total customer deposits 424,612 421,735 408,974 3.8 0.7

September 2019 v September 2018

Customer deposits increased by $15.6 billion or 3.8%.
This is as a result of the Group continuing to execute on its
funding strategy, which includes growth in stable and
reliable customer deposits. This growth was due to:

* Anincrease of $2.8 billion or 2.1% in Business and
Private Banking driven by an increase of $2.2 billion in
at-call deposits and non-interest bearing business
transactional accounts of $1.8 billion. This was partially
offset by a reduction in term deposits of $1.1 billion.

» An increase of $4.5 billion or 3.7% in Consumer
Banking and Wealth from growth in at-call deposits of
$3.7 billion due to competitive pricing, combined with an
increase in term deposits of $0.5 billion.

« Anincrease of $3.3 billion or 3.4% in Corporate and
Institutional Banking driven by growth in domestic
business at-call deposits of $5.6 billion, partially offset
by a reduction in institutional term deposits of $2.5
billion.

* Anincrease of $3.5 billion or 6.5% in New Zealand
Banking mainly due to growth in at-call deposits of $1.6
billion and term deposits of $0.8 billion and the
appreciation of the New Zealand dollar of $0.7 billion.

» Anincrease of $1.5 billion or 35.0% in Corporate
Functions and Other reflecting Treasury funding and
liquidity management activities with an increase in at-
call deposits of $2.3 billion offset by a decrease in term
deposits of $0.8 billion.

September 2019 v March 2019

Customer deposits increased by $2.9 billion or 0.7% due

to:

An increase of $1.3 billion or 1.0% in Consumer
Banking and Wealth driven by growth in at-call deposits
of $2.8 billion, partially offset by a decrease in term
deposits of $1.9 billion.

An increase of $1.8 billion or 1.8% in Corporate and
Institutional Banking driven by growth in domestic
business at-call deposits of $7.0 billion, partially offset
by a reduction in institutional term deposits of $5.3
billion.

An increase of $0.6 billion or 11.8% in Corporate
Functions and Other reflecting Treasury funding and
liquidity management activities with an increase in at-
call deposits of $1.1 billion offset by a decrease in term
deposits of $0.4 billion.

A decrease of $0.6 billion or 0.5% in Business and
Private Banking mainly driven by a decrease in term
deposits of $4.0 billion, partially offset by an increase in
on-demand savings products of $2.0 billion and non-
interest bearing accounts of $1.3 billion.

A decrease of $0.2 billion or 0.3% in New Zealand
Banking mainly due to depreciation of the New Zealand
dollar of $1.9 billion, partially offset by an increase in at-
call deposits of $0.8 billion and term deposits of $0.6
billion.
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Group Review

Asset Quality

Credit Impairment Charge

Year to Half Year to
Sep 19 Sep 18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar 19 %
Specific credit impairment charge - new and increased 881 753 17.0 472 409 15.4
Specific credit impairment charge - write-backs (170) (193) (11.9) (81) (89) (9.0)
Specific credit impairment charge - recoveries (57) (73) (21.9) (34) (23) 47.8
Specific credit impairment charge 654 487 34.3 357 297 20.2
Collective credit impairment charge 265 292 (9.2) 113 152 (25.7)
Total credit impairment charge 919 779 18.0 470 449 4.7

Year to Half Year to
Sep19v Sep19v
Sep 19 Sep 18 Sep 18 Sep 19 Mar 19 Mar 19

Credit impairment charge to gross loans and acceptances

(annualised) 0.15% 0.13% 2 bps 0.16% 0.15% 1bp
Net write-offs to gross loans and acceptances (annualised)” 0.09% 0.09% 0.09% 0.09% -

September 2019 v September 2018

Credit impairment charge increased by $140 million or
18.0% to $919 million.

Specific credit impairment charge increased by $167

million or 34.3%, driven by:

» Higher charges in Corporate and Institutional Banking
for the impairment of a small number of larger
exposures.

» Higher charges in New Zealand Banking for the
impairment of a small number of larger exposures in the
dairy portfolio.

» Higher level of new and increased charges in Business
and Private Banking for individual impaired exposures,
partially offset by write-backs resulting from business
turnarounds for a small number of larger exposures.

Collective credit impairment charge decreased by $27

million or 9.2%, driven by:

* The non-repeat of collective provision charges for
mortgage model enhancements.

» Alower net level of collective provision forward looking
adjustments (FLAs) raised for targeted sectors.

» Alower level of collective provision charges for the
Australian unsecured retail portfolio.

This was partially offset by:

» Higher level of collective provision charges for the
Australian mortgage portfolio due to increased
delinquencies and the impact of house price
movements.

» Higher level of collective provision charges related to re-
ratings of a small number of exposures within the
Australian business lending portfolio.

The Group ratio of net write-offs to gross loans and
acceptances is flat at 0.09% reflecting low levels of write-
off activity.

The 12 month rolling net write-off ratio for the total retail
portfolio (0.09% of gross retail loans), which includes the
housing portfolio (0.02% of gross housing loans), remains
stable.

@ Net write-offs include net write-offs of fair value loans.
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September 2019 v March 2019

Credit impairment charge increased by $21 million or
4.7% to $470 million.

Specific credit impairment charge increased by $60

million or 20.2%, driven by:

» Higher level of new and increased charges in Business
and Private Banking for individual impaired exposures,
combined with the non-repeat of write-backs for a small
number of larger exposures in the prior period.

» Higher charges in New Zealand Banking for the
impairment of a small number of larger exposures in the
dairy portfolio.

This was partially offset by lower charges in Corporate and

Institutional Banking.

Collective credit impairment charge decreased by $39

million or 25.7%, driven by:

» Alower level of collective provision charges for the
Australian unsecured retail portfolio due to volume
reductions and improved portfolio quality.

» Non-repeat of collective provision charges for forward
looking economic adjustments.

This was partially offset by:

» Higher level of collective provision charges for the
Australian mortgage portfolio.

» Higher level of collective provision charges related to re-
ratings of a small number of larger exposures in
Corporate and Institutional Banking.

The Group ratio of net write-offs to gross loans and
acceptance is flat at 0.09% reflecting low levels of write-off
activity.

The 12 month rolling net write-off ratio for the total retail
portfolio (0.09% of gross retail loans), which includes the
housing portfolio (0.02% of gross housing loans), remains
stable.



Asset Quality (continued)

Provision for Credit Impairment

Group Review

As at
Sep 19 Mar 19 Sep 18 Sep19v Sep19v
$m $m $m Sep 18 % Mar 19 %
Collective provision on loans at amortised cost 3,118 3,015 2,840 9.8 3.4
Collective provision on loans at fair value 65 73 80 (18.8) (11.0)
Collective provision on derivatives at fair value 177 161 134 321 9.9
Total collective provision for credit impairment 3,360 3,249 3,054 10.0 3.4
Total specific provision for credit impairment 782 717 675 15.9 9.1
Total provision for credit impairment 4,142 3,966 3,729 111 4.4
As at
Sep19v Sep19v
Sep 19 Mar 19 Sep 18 Sep 18 Mar 19
Total provision to gross loans and acceptances 0.69% 0.66% 0.64% 5 bps 3 bps
Total provision to net write-offs (annualised)® 763% 766% 746% large (300 bps)
Specific provision to gross impaired assets® 39.7% 45.8% 44.4% (470 bps) (610 bps)
Collective provision to credit risk-weighted assets 0.96% 0.94% 0.92% 4 bps 2 bps
Collective provision to gross loans and acceptances 0.56% 0.54% 0.52% 4 bps 2 bps

September 2019 v September 2018

Provisions for credit impairment increased by $413
million or 11.1% to $4,142 million.

Specific provisions increased by $107 million or 15.9%
mainly due to new and increased specific provisions raised
for the Business lending portfolios in Australia and New
Zealand, combined with a low level of write-off activity.

Collective provisions increased by $306 million or 10.0%.

This was mainly due to:

» Additional collective provision FLAs raised for the
agriculture and mortgage portfolios.

» Collective provision increases for the Australian
mortgage and business lending portfolios.

* Increase in collective provisions held for the derivatives
portfolio due to market movements.

This was partially offset by:

» Release of collective provision FLAs for the resources
and commercial real estate portfolios.

* Release of collective provisions for the Australian
unsecured retail portfolio.

The collective provision to credit risk-weighted assets
ratio increased 4 basis points to 0.96% predominantly due
to collective provision increases, partially offset by an uplift
in credit risk-weighted assets due to regulatory prescribed
methodology changes and the introduction of the
standardised approach for measuring counterparty credit
risk exposures (SA-CCR).

September 2019 v March 2019

Provisions for credit impairment increased by $176
million or 4.4% to $4,142 million.

Specific provisions increased by $65 million or 9.1%
mainly due to new and increased specific provisions raised
for the Business lending portfolios in Australia and New
Zealand, combined with a low level of write-off activity.

Collective provisions increased by $111 million or 3.4%.

This was mainly due to:

» Collective provision increases for the Australian
mortgage and business lending portfolios.

+ Additional collective provision FLAs raised for the
agriculture portfolio.

This was partially offset by:

» Release of collective provision FLAs for the resources
and commercial real estate portfolios.

» Release of collective provisions for the Australian
unsecured retail portfolio.

The collective provision to credit risk-weighted assets

ratio increased 2 basis points to 0.96% predominantly due

to collective provision increases, partially offset by an uplift
in credit risk-weighted assets due to the introduction of SA-
CCR.

@ Net write-offs include net write-offs of fair value loans. September 2019 and September 2018 metrics refer to the full year ratio; March 2019 metrics

refers to the half year ratio annualised.

@ September 2018 excludes $2 million (NZ$3 million) of New Zealand Banking dairy exposures that were assessed as no loss based on security held.

Collective provisions are held against these loans.
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Group Review

Asset Quality (continued)

90+ Days Past Due and Gross Impaired Assets

As at
Sep 19 Mar 19 Sep 18 Sep19v Sep19v
$m $m $m Sep 18 % Mar 19 %
90+ days past due (DPD) loans 3,603 3,206 2,648 36.1 12.4
Gross impaired assets(” 1,972 1,564 1,521 29.7 26.1
90+ DPD and gross impaired assets 5,575 4,770 4,169 33.7 16.9
As at
Sep19 v Sep19v
Sep 19 Mar 19 Sep 18 Sep 18 Mar 19
90+ DPD loans to gross loans and acceptances 0.60% 0.53% 0.45% 15 bps 7 bps
Gross impaired assets to gross loans and acceptances 0.33% 0.26% 0.26% 7 bps 7 bps
90+ DPD and gross impaired assets to gross loans and acceptances 0.93% 0.79% 0.71% 22 bps 14 bps

September 2019 v September 2018

The Group ratio of 90+ DPD loans to gross loans and
acceptances increased by 15 basis points to 0.60%. This
was primarily driven by increased delinquencies across the
Australian mortgage portfolio.

The Group ratio of gross impaired assets to gross loans
and acceptances increased by 7 basis points to 0.33%.
This was predominantly driven by:

* The impairment of a small number of larger exposures
in the New Zealand dairy portfolio.

* The impairment of a small number of larger exposures
in the Australian business lending portfolio, partially
offset by business turnarounds for a small number of
larger exposures.

September 2019 v March 2019

The Group ratio of 90+ DPD loans to gross loans and
acceptances increased by 7 basis points to 0.60%. This
was primarily driven by increased delinquencies across the
Australian mortgage portfolio.

The Group ratio of gross impaired assets to gross loans

and acceptances increased by 7 basis points to 0.33%.

This was predominantly driven by:

» The impairment of a small number of larger exposures
in the New Zealand dairy portfolio.

* Anincrease in the level of impairment activity within
Business and Private Banking.

 September 2018 includes $2 million (NZ$3 million) of New Zealand Banking dairy exposures that were assessed as no loss based on security held.

Collective provisions are held against these loans.
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Capital Management and Funding

Balance Sheet Management Overview

The Group aims to maintain strong capital, funding and
liquidity, in line with its ongoing commitment to balance
sheet strength. This includes:

+ Seeking to maintain a well-diversified wholesale funding
portfolio which accesses funding across a variety of
markets, currencies and product types.

» Continuing to monitor and assess these positions so
that changes in market conditions and regulation can be
accommodated.

Regulatory Reform

The Group remains focused on areas of regulatory change.

Key reforms that may affect its capital and funding include:

'Unquestionably Strong' and Basel Ill Revisions

* In December 2017, the Basel Committee on Banking
Supervision (BCBS) finalised the Basel Ill capital
framework. APRA subsequently commenced
consultation on revisions to the domestic capital
framework in February 2018 and reaffirmed its intention
to strengthen capital requirements for major Australian
banks by 150 basis points, such that they are
considered ‘unquestionably strong’.

* APRA’s consultation on revisions to the capital
framework includes consideration of 'benchmarks for
capital strength', 'risk sensitivity of the capital
framework' and 'transparency, comparability and
flexibility of the capital framework'.

» Final revised prudential standards in relation to the risk-
weighting framework and other capital requirements are
expected to be released in 2020, for proposed
implementation by 1 January 2022.

* In October 2019, APRA proposed changes to the
treatment of equity investments in subsidiaries
(including Bank of New Zealand) for the purpose of
calculating Level 1 regulatory capital. APRA intends to
finalise these changes in early 2020, for implementation
by 1 January 2021.

* APRA has also proposed a minimum leverage ratio
requirement of 3.5% for internal ratings-based (IRB)
ADIs and a revised leverage ratio exposure
measurement methodology from 1 January 2022. The
Group's leverage ratio as at 30 September 2019 of
5.5% (under current methodology) will be disclosed in
further detail in the September 2019 Pillar 3 Report.

Increased Loss-absorbing Capacity for ADIs

* In July 2019, APRA released its framework for the
implementation of an Australian loss-absorbing capacity
regime, requiring an increase in Total capital of 3% of
risk-weighted assets for Domestic Systemically
Important Banks (D-SIBs) by 1 January 2024. APRA
has maintained its overall target calibration of 4% to 5%
of risk-weighted assets, and will consult on alternative
methods for raising the additional loss-absorbing
capacity equal to 1% to 2% of risk-weighted assets over
the next four years.

Group Review

RBNZ Capital Review

* In New Zealand, the RBNZ is undertaking a review of
the capital adequacy framework applied to registered
banks incorporated in New Zealand. In December
2018, the RBNZ proposed amendments to the amount
of regulatory capital required of locally incorporated
banks, including:

+ increases in risk-weighted assets for banks that use
the IRB approach, increased scalars and the
introduction of standardised output floors

* anincrease in the Tier 1 capital requirement to 16%
of risk-weighted assets.

» The RBNZ is proposing various dates for
implementation of the proposed changes, including
increases in the Tier 1 capital requirement over a five
year period to 2024. The RBNZ expects to publish final
rules in December 2019.

Further detail on the regulatory changes impacting the
Group will be outlined in the September 2019 Pillar 3
Report.

Capital Management

The Group’s capital management strategy is focused on
adequacy, efficiency and flexibility. The capital adequacy
objective seeks to ensure sufficient capital is held in
excess of internal risk-based capital assessments and
regulatory requirements, and is within the Group’s balance
sheet risk appetite. This approach is consistent across the
Group’s subsidiaries.

The Group’s capital ratio operating targets are regularly
reviewed in the context of the external economic and
regulatory outlook with the objective of maintaining balance
sheet strength. The Group expects to achieve APRA's
‘unquestionably strong’ capital benchmark from 1 January
2020.

Pillar 3 Disclosures
Further disclosures with respect to capital adequacy and
risk management will be included in the September 2019

Pillar 3 Report as required by APRA Prudential Standard
APS 330 Public Disclosure.
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Group Review

Capital Management and Funding (continued)

Capital Management (continued)

Capital Ratios

As at
30Sep19 31 Mar19 30 Sep 18 Sep19v Sep19v
Capital ratios % % % Sep 18 Mar 19
Common Equity Tier 1 10.38 10.40 10.20 18 bps (2 bps)
Tier 1 12.36 12.45 12.38 (2 bps) (9 bps)
Total capital 14.68 14.00 14.12 56 bps 68 bps
As at
30Sep19 31 Mar19 30 Sep 18 Sep19 v Sep19v
Risk-weighted assets $m $m $m Sep 18 % Mar 19 %
Credit risk 351,646 345,397 331,381 6.1 1.8
Market risk 10,023 9,190 9,460 6.0 9.1
Operational risk 47,698 40,945 37,500 27.2 16.5
Interest rate risk in the banking book 6,404 7,673 11,343 (43.5) (16.5)
Total risk-weighted assets 415,771 403,205 389,684 6.7 3.1
Movements in Common Equity Tier 1 Ratio
%
0.80
001 025
(0.37)
©018) ©.16) (0.29) ©.08)
Mar 19 Cash Eamings  Dividend (net DRP) Underlying RWA saccr” Op. Risk Overlay“ﬁ DRP Underwrite 2H19 Customer Other Sep 19
(excluding large Growth(® Remediation

notable items)

i Underlying RWA Growth, SA-CCR and Op. Risk Overlay make up the net increase in RWA,
Capital Movements During the Period

The Group’s Common Equity Tier 1 ratio was 10.38% at
30 September 2019. The key movements in capital over
the September 2019 half year included:

» Cash earnings less the dividend net of Dividend
Reinvestment Plan participation resulting in an increase
of 43 basis points.

* A netincrease in risk-weighted assets which reduced
the CET1 ratio by 33 basis points. Increases in credit
risk, operational risk and market risk were partially offset
by a reduction in interest rate risk in the banking book.
The implementation of the SA-CCR and the APRA
operational risk overlay contributed 34 basis points to
the increase in risk-weighted assets.

 Dividend Reinvestment Plan underwrite of $1 billion in
respect of the interim dividend resulting in an increase
of 25 basis points.

» A customer-related remediation provision of $1,189
million (before tax) resulting in a decrease of 29 basis
points.

Dividend and Dividend Reinvestment Plan

For the half year ending 31 March 2019, the interim
dividend was reduced to 83 cents. The final dividend for
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the year ending 30 September 2019 has been maintained
at 83 cents, 100% franked, payable on 12 December 2019.
Franking is not guaranteed. The extent to which future
dividends on ordinary shares and distributions on frankable
hybrids will be franked will depend on a number of factors,
including capital management activities and the level of
profits generated by the Group that will be subject to tax in
Australia.

The Group periodically adjusts the Dividend Reinvestment
Plan (DRP) to reflect its capital position and outlook. The
Group will apply a DRP discount of 1.5% with no
participation limit.

NAB has also entered into an agreement to have the DRP
on the final dividend partially underwritten up to an amount
of $700 million over and above the expected participation
in the DRP. Assuming a DRP participation rate of 35%,
these initiatives will provide an expected increase in share
capital of approximately $1.55 billion, which is equivalent to
a 37 basis point increase in NAB’s CET1 ratio.

Additional Tier 1 Capital Initiatives

On 17 December 2018, the Group redeemed the GBP400
million Trust Preferred Securities (TPS) issued by National



Capital Management and Funding (continued)

Capital Trust | and guaranteed (on a limited basis) by NAB
on 29 September 2003. The TPS were redeemed for cash
at their par value plus accrued distribution.

On 20 March 2019, the Group issued $1,874 million of
NAB Capital Notes 3, which will mandatorily convert into
NAB ordinary shares on 19 June 2028, provided certain
conditions are met. With written prior approval from APRA,
NAB may elect to convert, redeem or resell NAB Capital
Notes 3 on 17 June 2026, or on the occurrence of
particular events, provided certain conditions are met.

On 20 March 2019, the Group completed the resale of all
convertible preference shares (CPS) issued on 20 March
2013 to a nominated purchaser, in accordance with the
resale notice issued on 11 February 2019. Following the
resale, $750 million of CPS were converted into ordinary
shares, and the remaining balance of approximately $764
million CPS was redeemed.

Tier 2 Capital Initiatives

The Group's Tier 2 Capital initiatives during the September

2019 full year included the following:

« On 17 May 2019, NAB issued $1 billion of subordinated
notes.

« On 2 August 2019, NAB issued US$1.5 billion of
subordinated notes.

» The Group repurchased and cancelled US$24 million of
the perpetual floating rate notes issued on 9 October
1986.

Funding and Liquidity

The Group monitors the composition and stability of
funding and liquidity through the Board approved risk
appetite which includes compliance with the regulatory
requirements of APRA's Liquidity Coverage Ratio (LCR)
and Net Stable Funding Ratio (NSFR).

Funding

The Group employs a range of metrics to set its risk
appetite and measure balance sheet strength. The NSFR
is a metric that measures the extent to which assets are
funded with stable sources of funding in order to mitigate
the risk of future funding stress. At 30 September 2019,
the Group’s NSFR was 113%, above the regulatory
minimum of 100%.

Another key structural measure used is the Stable Funding
Index (SFI), which is made up of the Customer Funding
Index (CFI) and the Term Funding Index (TFI). The CFI
represents the proportion of the Group’s core assets that
are funded by customer deposits. Similarly, the TFI
represents the proportion of the Group’s core assets that
are funded by term wholesale funding with a remaining
term to maturity of greater than 12 months. Over the
September 2019 full year the SFI remained stable at 93%
as an increase in the CFl was offset by a reduction in the
TFI.

) Prior periods have not been restated to exclude discontinued operations.

Group Review

Group Funding Metrics

As at
30Sep19 30Sep18 30Sep 17 30 Sep 167
% % % %
CFI 70 69 70 69
TFI 23 24 23 22
SFI 93 93 93 91
NSFR 113 113 108 n/a

Customer Funding

NAB’s deposit strategy is to grow a stable and reliable
deposit base informed by market conditions, funding
requirements and customer relationships.

The Monthly Banking Statistics published by APRA show

that over the 6 months ended September 2019, NAB's

growth has been as follows:

» Australian domestic household deposits have grown by
1.3%.

» Business deposits (excluding deposits from financial
corporations and households) have reduced by 0.1%.

» Deposits from financial institutions have reduced by
0.4%.

Term Wholesale Funding

After a period of deterioration and volatility towards the end
of calendar year 2018, conditions in global debt capital
markets rebounded in 2019, with the Australian market
performing particularly strongly. Offshore debt issuance
spreads are largely unchanged when compared to the
beginning of the September 2019 financial year, while the
Australian market has outperformed, with credit spreads
reaching tighter levels. NAB’s average term wholesale
funding issuance cost was higher in the September 2019
half year, this was driven by the issuance of subordinated
Tier 2 debt. Term funding markets will continue to be
influenced by investor sentiment, macroeconomic
conditions, monetary and fiscal policy settings as well as
hedging costs in various derivative markets.

The Group maintains a well-diversified funding profile
across issuance type, currency, investor location and
tenor, and raised $26.2 billion during the September 2019
full year.

NAB raised $22.2 billion of term funding, comprising $13.8
billion of senior unsecured funding, $5.2 billion of secured
funding (comprised of covered bonds and residential
mortgage backed securities) and $3.2 billion of
subordinated Tier 2 funding. BNZ raised $4.0 billion during
the September 2019 full year.

The weighted average maturity of term wholesale funding
raised by the Group over the September 2019 full year was
approximately 5.7 years to the first call date, inclusive of
subordinated debt. The weighted average remaining
maturity of the Group’s term wholesale funding portfolio is
3.2 years.

@ Source: APRA Monthly Authorised Deposit-taking Institution Statistics. The collection data is aligned to the new regulatory definitions set by APRA.

APRA have published comparatives restating March 2019 only.
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Capital Management and Funding (continued)

Term Wholesale Funding Issuance by Deal Type

As at

30Sep19 31 Mar19 30 Sep 18

% % %

Senior Public Offshore 35 32 47
Senior Public Domestic 27 28 25
Secured Public Offshore 14 22 4
Secured Public Domestic 6 10 12
Subordinated Public 12 - -
Private Placements 6 8 12
Total 100 100 100

Term Wholesale Funding Issuance by Currency

As at

30 Sep19 31 Mar 19 30 Sep 18

% % %

usD 30 35 26
AUD 36 34 38
EUR 23 17 22
GBP - - 3
JPY 6 9 5
Other 5 5 6
Total 100 100 100

Short-term Wholesale Funding

The Group maintained consistent access to international
and domestic short-term wholesale funding markets during
the September 2019 full year, noting certain periods of
increased volatility.

In addition, repurchase agreements have been primarily
utilised to support markets and trading activities.
Repurchase agreements entered into are materially offset
by reverse repurchase agreements with similar tenors and
are not used to fund NAB’s core activities.

Liquidity Coverage Ratio

The LCR metric measures the adequacy of high quality
liquid assets (HQLA) available to meet net cash outflows
over a 30 day period during a severe liquidity stress
scenario. HQLAs consist of cash and central bank
reserves along with highly rated government and central
bank issuance. In addition to HQLA, other regulatory liquid
assets included in the Committed Liquidity Facility (CLF)
also contribute to the LCR calculation. The approved CLF
size for 2019 was $55.9 billion ($59.3 billion for calendar
year 2018).

The Group maintains a well-diversified liquid asset portfolio
to support regulatory and internal requirements in the
various regions in which it operates. The value of
regulatory liquid assets held through the September 2019
quarter was $143 billion which consisted of $88 billion of
HQLA. The Group also holds alternative liquid assets
(ALA) which are pools of internally securitised mortgages
and other non-HQLA securities. ALAs are a source of
contingent liquidity used to collateralise the CLF or are
repo-eligible securities with the Reserve Bank of New
Zealand. The average value of ALAs held over the
September 2019 quarter was $55 billion.
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A detailed breakdown of quarterly average net cash
outflows will be provided in the September 2019 Pillar 3
Report.

As at

30 Sep19 31 Mar19 30 Sep 18
High Quality Liquid Asset 88 85 81
($bn)
Alternative Liquid Assets
($bn) 55 55 61
Total LCR liquid assets ($bn) 143 140 142
Net cash outflows ($bn) 114 108 110
Quarterly average LCR (%) 126 130 129
Credit Ratings

Entities in the Group are rated by S&P Global Ratings,
Moody'’s Investors Service and Fitch Ratings.

National Australia Bank Credit Ratings

Long Short

Term Term Outlook
S&P Global Ratings AA- A-1+ Stable
Moody’s Investors Service Aa3 P-1 Stable
Fitch Ratings AA- F1+ Negative
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Divisional Review

Divisional Performance Summary

Business Consumer Corporate and Corporate

and Private Banking and Institutional New Zealand Functions Group cash

Banking Wealth Banking Banking and Other” earnings

Year ended 30 September 2019 $m $m $Sm $m $m $m
Net interest income® 5,634 3,918 1,827 1,828 407 13,614
Other operating income®@® 1,037 1,389 1,539 571 278 4,814
Customer-related remediation® - - - - (1,207) (1,207)
Net operating income 6,671 5,307 3,366 2,399 (522) 17,221
Operating expenses® (2,265) (3,051) (1,281) 911) (647) (8,155)
Customer-related remediation® - - - - (364) (364)
Capitalised software policy change® - - - - (494) (494)
Underlying profit / (loss) 4,406 2,256 2,085 1,488 (2,027) 8,208
Credit impairment charge (336) (314) (70) (103) (96) (919)
Cash earnings / (deficit) before tax and distributions 4,070 1,942 2,015 1,385 (2,123) 7,289
Income tax (expense) / benefit (1,230) (576) (507) (388) 592 (2,109)
Cash earnings / (deficit) before distributions 2,840 1,366 1,508 997 (1,531) 5,180
Distributions - - - - (83) (83)
Cash earnings / (deficit) 2,840 1,366 1,508 997 (1,614) 5,097
Cash earnings / (deficit) excluding large notable items® 2,840 1,366 1,508 997 (166) 6,545
Key balance sheet items ($bn) Total
Gross loans and acceptances 200.6 221.6 97.8 80.9 0.5 601.4
Customer deposits 135.3 125.1 101.3 57.0 5.9 424.6

@ Corporate Functions and Other includes Group Eliminations.

@ Excluding customer-related remediation.

@ Consumer Banking and Wealth includes net investment income.
4 Refer to Section 2 Large notable items for further information.
® Excluding customer-related remediation and a change to the application of the software capitalisation policy.
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Divisional Review

Divisional Performance Summary (continued)

Business Consumer Corporate and Corporate

and Private Banking and Institutional New Zealand Functions Group cash

Banking Wealth Banking Banking and Other” earnings

Year ended 30 September 2018 $m $m $Sm $m $m $m
Net interest income 5,539 3,964 1,882 1,698 384 13,467
Other operating income®@® 1,068 1,541 1,451 520 179 4,759
Customer-related remediation® - - - - (249) (249)
Net operating income 6,607 5,505 3,333 2,218 314 17,977
Operating expenses® (2,230) (3,046) (1,297) (869) (684) (8,126)
Restructuring-related costs® - - - - (755) (755)
Customer-related remediation® - - - - (111) (111)
Underlying profit / (loss) 4,377 2,459 2,036 1,349 (1,236) 8,985
Credit impairment (charge) / write-back (207) (271) 43 (70) (274) (779)
Cash earnings / (deficit) before tax and distributions 4,170 2,188 2,079 1,279 (1,510) 8,206
Income tax (expense) / benefit (1,259) (649) (538) (357) 399 (2,404)
Cash earnings / (deficit) before distributions 2,911 1,539 1,541 922 (1,111) 5,802
Distributions - - - - (100) (100)
Cash earnings / (deficit) 2,911 1,539 1,541 922 (1,211) 5,702
Cash earnings / (deficit) excluding large notable items® 2,911 1,539 1,541 922 (420) 6,493
Key balance sheet items ($bn) Total
Gross loans and acceptances 199.5 218.8 91.4 75.6 0.3 585.6
Customer deposits 132.5 120.6 98.0 53.5 4.4 409.0

@ Corporate Functions and Other includes Group Eliminations.
@ Consumer Banking and Wealth includes net investment income.

@ Excluding customer-related remediation.

4 Refer to Section 2 Large notable items for further information.
® Excluding restructuring-related costs and customer-related remediation.
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Divisional Performance Summary (continued)

Business Consumer Corporate and Corporate

and Private Banking and Institutional New Zealand Functions Group cash

Banking Wealth Banking Banking and Other” earnings

Half Year ended 30 September 2019 $m $m $Sm $m $m $m
Net interest income® 2,826 2,018 893 908 193 6,838
Other operating income®@® 516 681 735 302 138 2,372
Customer-related remediation - - - - (863) (863)
Net operating income 3,342 2,699 1,628 1,210 (532) 8,347
Operating expenses® (1,150) (1,521) (632) (461) (336) (4,100)
Customer-related remediation® - - - - (244) (244)
Capitalised software policy change® - - - - (494) (494)
Underlying profit / (loss) 2,192 1,178 996 749 (1,606) 3,509
Credit impairment charge (217) (141) (27) (62) (23) (470)
Cash earnings / (deficit) before tax and distributions 1,975 1,037 969 687 (1,629) 3,039
Income tax (expense) / benefit (597) (309) (242) (193) 476 (865)
Cash earnings / (deficit) before distributions 1,378 728 727 494 (1,153) 2,174
Distributions - - - - (31) (31)
Cash earnings / (deficit) 1,378 728 727 494 (1,184) 2,143
Cash earnings / (deficit) excluding large notable items® 1,378 728 727 494 (61) 3,266
Key balance sheet items ($bn) Total
Gross loans and acceptances 200.6 221.6 97.8 80.9 0.5 601.4
Customer deposits 135.3 125.1 101.3 57.0 5.9 424.6

@ Corporate Functions and Other includes Group Eliminations.

@ Excluding customer-related remediation.

@ Consumer Banking and Wealth includes net investment income.
4 Refer to Section 2 Large notable items for further information.
® Excluding customer-related remediation and a change to the application of the software capitalisation policy.
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Divisional Performance Summary (continued)

Business Consumer Corporate and Corporate

and Private Banking and Institutional New Zealand Functions Group cash

Banking Wealth Banking Banking and Other” earnings

Half Year ended 31 March 2019 $m $m $m $m $m $m
Net interest income® 2,808 1,900 934 920 214 6,776
Other operating income®@® 521 708 804 269 140 2,442
Customer-related remediation® - - - - (344) (344)
Net operating income 3,329 2,608 1,738 1,189 10 8,874
Operating expenses®? (1,115) (1,530) (649) (450) (311) (4,055)
Customer-related remediation - - - - (120) (120)
Underlying profit / (loss) 2,214 1,078 1,089 739 (421) 4,699
Credit impairment charge (119) (173) (43) (41) (73) (449)
Cash earnings / (deficit) before tax and distributions 2,095 905 1,046 698 (494) 4,250
Income tax (expense) / benefit (633) (267) (265) (195) 116 (1,244)
Cash earnings / (deficit) before distributions 1,462 638 781 503 (378) 3,006
Distributions - - - - (52) (52)
Cash earnings / (deficit) 1,462 638 781 503 (430) 2,954
Cash earnings / (deficit) excluding customer-related remediation 1,462 638 781 503 (105) 3,279
Key balance sheet items ($bn) Total
Gross loans and acceptances 201.2 2231 95.4 81.3 0.3 601.3
Customer deposits 135.9 123.9 99.5 57.2 5.2 421.7

@ Corporate Functions and Other includes Group Eliminations.

@ Excluding customer-related remediation.

@ Consumer Banking and Wealth includes net investment income.
4 Refer to Section 2 Large notable items for further information.
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Business and Private Banking

Business and Private Banking focuses on serving the needs of three of NAB's priority customer segments — small businesses,
medium businesses and investors. Customers are served through an integrated banking model locally led by managing
partners through business banking centres and through the small business customer hubs. This includes specialists in Health,
Agribusiness, Government, Education, Community and Franchising (GECF), Professional Services and Commercial Real
Estate. The division also serves high net worth customers through Private Bank and JBWere.

Year to Half Year to
Sep 19 Sep18 Sep19v Sep 19 Mar 19 Sep19v
$m $m Sep18 % $m $m Mar19 %
Net interest income 5,634 5,539 1.7 2,826 2,808 0.6
Other operating income 1,037 1,068 (2.9) 516 521 (1.0)
Net operating income 6,671 6,607 1.0 3,342 3,329 0.4
Operating expenses (2,265) (2,230) 1.6 (1,150) (1,115) 3.1
Underlying profit 4,406 4,377 0.7 2,192 2,214 (1.0)
Credit impairment charge (336) (207) 62.3 (217) (119) 82.4
Cash earnings before tax 4,070 4,170 (2.4) 1,975 2,095 (5.7)
Income tax expense (1,230) (1,259) (2.3) (597) (633) (5.7)
Cash earnings 2,840 2,911 (2.4) 1,378 1,462 (5.7)
Volumes ($bn)
Housing lending 88.3 90.8 (2.8) 88.3 90.0 (1.9)
Business lending 109.0 105.3 3.5 109.0 107.8 1.1
Other lending 3.3 34 (2.9) 3.3 34 (2.9)
Gross loans and acceptances 200.6 199.5 0.6 200.6 201.2 (0.3)
Average interest earning assets 192.0 187.7 2.3 192.8 191.3 0.8
Total assets 200.8 199.8 0.5 200.8 201.5 (0.3)
Customer deposits 135.3 132.5 2.1 135.3 135.9 (0.4)
Total risk-weighted assets 119.2 116.2 2.6 119.2 119.3 (0.1)
Performance Measures
Cash earnings on average assets 1.42% 1.49% (7 bps) 1.37% 1.47% (10 bps)
Cash earnings on average risk-weighted assets 2.39% 2.55% (16 bps) 2.30% 2.48% (18 bps)
Net interest margin 2.93% 2.95% (2 bps) 2.92% 2.94% (2 bps)
Cost to income ratio 34.0% 33.8% 20 bps 34.4% 33.5% 90 bps
Year to Half Year to
Sep19v Sep19v

Asset Quality Sep 19 Sep 18 Sep 18 Sep 19 Mar 19 Mar 19
90+ DPD and gross impai