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Liquidity portfolio

Based on management reporting

Liquid asset breakdown

Banks

Internal RMBS (contingent liquidity)

Cash & Central Bank Deposits

Corporate, RMBS & Other

Government Securities37 35 37

17 13 12

7 12 17
10 6

19 18 17

8

Sep 09 Mar 10 Sep 10

($bn)

90 86 89 Total
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Asset funding

Based on management reporting
108108

Balance sheet (A$bn)

Core Assets
Customer                     
Deposits

Term Funding                           
> 12 Months

Life Insurance Assets

CFI 64%

TFI 20%

SFI 
84%

288

Liquid Assets

Other Assets

Assets Liabilities & Equity

686 686

450

Short Term Funding of 
Core Assets

Short Term Liabilities

Life Insurance Liabilities

Equity & Other Liabilities

88

74
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Funding profile remains robust

� The weighted average remaining maturity of the Group’s term funding index qualifying (includes >
12 months remaining maturity, excludes <12 months) senior and subordinated debt is 3.6 years 
(Sep 09 3.2 years)

� The weighted average remaining maturity of the Group’s senior and subordinated debt is 2.9 years 
(Sep 09 2.7 years)

� FY11 term refinancing requirement is partly driven by term debt that will roll into the < 12 month 
remaining to maturity category during FY11 

* Based on 30 Sep 10 exchange rates. Senior and subordinated term debt (to call date)

Term funding maturity profile*

($bn)

Government Guaranteed (Total $22bn)

Non-Government Guaranteed (Total $80bn)

0

5

10

Mar 11 Sep 11 Mar 12 Sep 12 Mar 13 Sep 13 Mar 14 Sep 14 Mar 15 Sep 15 Mar 16 Sep 16 Mar 17 Sep 17 Beyond
Sep 17`

FY11 Refinancing 
Requirement, $22bn

15

20
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Diversified funding issuance – FY10
Issuer ($28.3bn)

BNZ 10%

NWMH 2%

NAB 88% Private 
Placement 21%

Public - Domestic 
19%

Senior Public - 
Offshore 54%

Subordinated 
Public - Offshore 

6%

EUR 28%

AUD 24%

Other 15%

USD 27%

JPY 6%

Currency ($28.3bn)

(Total Portfolio 32%)

(Total Portfolio 15%)

(Total Portfolio 21%)

(Total Portfolio 25%)

(Total Portfolio 7%)

USA 20%

UK 9%
Europe 29%

Australia & NZ 
24%

Asia 18%

Type ($28.3bn)

Investor Location ($28.3bn)
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UK FSA Capital Comparison – Basel II
�Summarised below are details of current key differences as pertinent to the Group and identified by 

the ongoing Australian Bankers’ Association (ABA) study “Comparison of Regulatory Capital 
Frameworks – APRA and FSA”.1

IncreaseAPRA requires Wealth Net Tangible Assets (NTA) to be deducted 50/50 from Tier 1 and Tier 2 capital.  
The FSA allows embedded value (including NTA) to be included in Tier 1 capital and deducted from 
Total capital under transitional rules to 31 December 2012 (when it will revert to a 50/50 deduction from 
Tier 1 and Tier 2). 

Investments in Non-
Consolidated 
Controlled Entities

IncreaseThe scheme continues to be in deficit as at 30 September 2010. Under FSA rules, the bank’s deficit 
reduction amount may be substituted for a defined benefit liability. No deficit reduction amounts are 
presently being paid, therefore the liability can be reversed from reserves (net of tax) and no liability is 
required to be substituted at this time.

UK Defined Benefit 
Pension Scheme

IncreaseAPRA requires Deferred Tax Assets (DTA) to be deducted from Tier 1 capital, except for any DTA 
associated with collective provisions which are eligible to be included in the General Reserve for Credit 
Losses. Under FSA rules, DTA are risk weighted at 100%. 

DTA (excluding DTA on 
the collective provision 
for doubtful debts) 

IncreaseThis amount represents the value of business in force (VBIF) at acquisition of MLC, which is an 
intangible asset. VBIF is deducted from Tier 1 capital under APRA guidelines, whereas under FSA rules, 
it is deducted from Total capital. 

Wealth Value of 
Business in Force at 
acquisition

IncreaseAPRA requires Loss Given Default estimate for loans secured by mortgages to be a minimum of 20% 
compared to a 10% minimum under FSA rules. This results in lower RWA under FSA rules. 

RWA Treatment –
Mortgages 

IncreaseAPRA rules require the inclusion of IRRBB within Pillar 1 calculations. This is not required by the FSA 
and results in lower RWA under FSA rules.

Interest Rate Risk in 
the Banking Book 
(IRRBB)

IncreaseAPRA requires a deduction from Tier 1 capital for up-front costs associated with a debt issuance. The 
FSA requires costs associated with debt issuance not used in the capital calculations to follow the 
accounting treatment. 

Capitalised Expenses

DecreaseAPRA requires certain deferred fee income to be included in Tier 1 capital. The FSA does not allow this 
deferred fee income to be included in Tier 1 capital, which results in lower capital under FSA rules.

Eligible Deferred Fee 
Income

IncreaseThe FSA requires dividends to be deducted from regulatory capital when declared and/or approved.  
APRA requires dividends to be deducted on an anticipated basis, which is partially offset by APRA 
making allowance for expected shares to be issued under a dividend re-investment plan. This difference 
results in higher capital under FSA rules.

Estimated Final 
Dividend

Impact on Bank’s 
Tier 1 capital ratio if 
FSA rules applied

Details of differences Item

(1) The above comparison is based on public information on the FSA approach to calculating Tier 1.  
Some items cannot be quantified where the FSA may have entered into bi-lateral agreements on 
specific items, which are not generally in the public domain
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0.110.11UK Defined Benefit Pension

0.000.25Investments in non-consolidated controlled entities (net of intangible component)

0.220.23DTA (excluding DTA on the collective provision for doubtful debts) 

0.000.46Wealth Value of Business in Force (VBIF) at acquisition 2

0.290.24IRRBB (RWA)

1.040.83RWA treatment – Mortgages 1

11.368.9130 September 2010 – APRA basis

13.29

1.93

0.03

(0.07)

0.31

Total Capital %

11.3030 September 2010 – Normalised for UK FSA differences

2.39Total Adjustments

0.03Capitalised expenses 3

(0.07)Eligible deferred fee income

0.31Estimated final dividend (net of estimated reinvestment under DRP / BSP) 

Tier 1 Capital %

UK FSA Capital Comparison – Basel II
Estimated Impact on NAB’s capital position

� The following table illustrates the impact on the Group’s capital position considering these key 
differences between APRA and UK FSA Basel II guidelines

� This reflects only a partial list of the factors requiring adjustment

(1) RWA treatment for mortgages is based on APRA 20% loss given default (LGD) floor compared to FSA LGD floor of 10% aligned to the Basel II Framework
(2)  This ignores any potential accounting differences between IFRS and UK GAAP
(3)  Capitalised expenses associated with debt raisings only
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Basel II Risk Weighted Assets

5,6537,000IRRBB RWAs

45%

79%

68%

48%

22%

54%

RWA/EAD %

54%172,917174,723Corporate & Business

45%301,473312,345Total Credit RWAs

332,833344,658Total RWAs

22,40222,234Operational RWAs

3,3053,079Market RWAs

22%45,93248,909Mortgages

76%6,9828,175Other Assets

66%59,68063,624Standardised*

50%15,96216,914Retail

RWA/EAD %RWAs RWAs 

31 March 201030 September 2010
Asset Class ($m)

*  The majority of the Group’s standardised portfolio is the UK Clydesdale PLC banking operations
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IRB Eligible Provisions vs Expected Losses

� Expected losses (EL): a regulatory 
measure under Basel II on a gross-
of-tax basis, representing losses 
based on long-term estimates and 
through-the-cycle considerations

� Eligible provisions (EP): based on 
the AIFRS definition of incurred 
losses for IRB assets. Collective 
provisions are net of tax while 
specific provisions and partial 
write-offs are pre-tax  

� The capital deduction is impacted 
by the different tax treatment in 
calculating EL and EP

5,9396,167
Total IRB Eligible Provisions, pre tax 
on IRB Collective Provision

586551IRB Portion of Collective Provision top-up

534412Regulatory specific provision

1,3981,332IFRS specific provision

1,1501,566Partial write-offs

(608)(630)Tax on IRB collective provision

624

312

312

6,161

5,537

2,306

Sep 10 Mar 10$m

2,271IRB Collective Provision

5,331Total IRB Eligible Provisions (EP)

5,523Regulatory Expected Loss (EL)

96Tier 1 deductions (50%)

192Total deductions

96Tier 2 deductions (50%)
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Wholesale Banking
MLC & NAB Wealth
NZ Banking
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Economic Outlook
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Economic outlook

Australia

75%

14%

2%

9%

United Kingdom

New Zealand

United States

� Business confidence & 
conditions remain in 
positive territory

� Multi-speed economy: 
retail soft but mining 
strong as government 
stimulus passes

� Expect GDP growth of 
approx 3¼% for 
calendar 2010, 3¾% in 
2011 

� Global recovery on 
track & East Asian 
growth continuing to 
support demand for 
Australian bulk 
commodity exports

� RBA expected to raise 
rates by 100 basis 
points by late 2011 & A$ 
likely to remain strong 
relative to US$

� Moderate upturn in economic activity 
started in late 2009 and growth should 
continue at 1½ to 2%

� Weak housing market, household 
sector de-leveraging and fiscal 
tightening hold back pace of recovery 

� Economy needs to shift toward exports 
and business investment (Sterling 
depreciation will help)

� Credit growth stopped and only a 
modest recovery expected 

� Moderate patchy recovery under 
way. 2011 growth influenced by 
holding of Rugby World Cup in NZ 

� Mixed picture across sectors –
housing and retail weak, high 
commodity prices help exporters

� Interest rates expected to rise slowly

� Growth has resumed but jobless rate 
has stayed very high

� US$ weakness should help exports –
needed as consumer spending still 
weak and government will have to 
eventually address its big deficit 

% represent share of 30 September 2010 GLAs
Australia includes Asia
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Economic conditions
Annual % growth in global trade and GDP 
- 1970 - 2012

Real GDP % change year on year Annual % growth in major economies 

System credit growth % change year on year

IMF, OECD, Datastream, NAB Forecasts RBA, RBNZ, Bank of England, NAB Forecasts 

ONS, ABS, SNZ, Datastream, NAB Forecasts Datastream
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Australia regional outlook

Economic 
Indicators (%) (a) CY08 CY09 CY10 (f) CY11 (f) CY12 (f)

GDP growth 2.2 1.2 3.3 3.8 4.5

Unemployment rate 4.6 5.5 5.0 4.8 4.5

Core Inflation 4.3 3.3 2.8 2.8 3.0

Cash rate 4.25 3.75 4.75 5.5 5.5

System 
Growth (%) FY08 FY09 FY10(f) FY11(f) FY12(f)

Housing 9.2 7.4 8.1 10.0 13.0

Other personal (incl 
cards)

2.2 -5.8 2.9 6.0 6.5

Business 14.8 -2.6 -3.5 6.5 10.0

Total system credit 10.7 2.5 3.4 8.4 11.0

Total A$ ADI 
deposits (b)

14.3 8.1 5.0 9.5 9.5

Percentage change in year ended December, except for cash and unemployment rates,
which are as at end December

Total ADI deposits also includes wholesale deposits (such as CDs), community
& non-profit deposits but excludes deposits by government & ADI’s

CY = calendar year (ending December); FY = bank fiscal year (ending September)

� The Australian economy avoided the worst of the global 
recession in 2009 because of a large and timely fiscal 
and monetary stimulus, resilient banking sector, flexible 
labour market response, an under-built housing sector 
and significant export exposure to Chinese growth

� The Australian economy rebounded strongly from the 
GFC in late 2009 before growth moderated in 2010 in 
response to financial market turbulence in Europe and 
concerns about the sustainability of the recovery in the 
US and China. The withdrawal of the fiscal stimulus has 
meant that the economy is becoming increasingly reliant 
on growth in private sector activity

� Despite these concerns, growth is likely to be driven by 
the mining sector and the overall strength of our 
international trading environment. Increases in the 
contract prices of metal ores and mineral fuels have 
driven up the terms of trade by almost 20% in the first 
half of 2010, adding more than $50 billion to annual 
export income. Official survey data indicate that capital 
spending in the mining sector may rise by as much 
as 74%

� The wealth and income effects of the renewed minerals 
boom are expected to contribute to an acceleration in 
Australian growth from 3.3% in 2010 to 3.7% in 2011

� The RBA is likely to begin raising cash rates before the 
end of 2010, or early next year, in anticipation of the 
potentially inflationary consequences of stronger growth. 
We expect cash rates to rise to 5½% by the second half 
of 2011. The A$ is likely to be supported by the strength 
of the Australian economy and a vulnerable US$

� Business credit has continued to decline, albeit at a 
diminishing rate. Growth is expected to resume in 2011 
on the back of rising business investment, reflecting 
strengthening investment intentions. Modest growth in 
personal credit is continuing. Housing credit is expected 
to grow at solid rates in the face of continuing dwelling 
under-supply and falling unemployment

(a)

(b)
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UK regional outlook � The UK started recovering in the latter half of 
2009 – after experiencing a fall of 6½% in GDP 
through the recession, one of the worst 
downturns of the postwar period. Thus far the 
recovery has not been particularly strong – and 
GDP in mid-2010 was still around 2½% below its 
pre-recession level

� There is a good chance that this moderately  
paced economic upturn will continue – although 
the serious fiscal position requires deep cuts in 
spending and/or tax rises to maintain the 
sovereign credit rating. This fiscal retrenchment 
should slow economic growth

� The UK economy requires a structural re-
balancing in its growth through the next few 
years – with more reliance on exports and private 
investment spending and less on consumption, 
government spending and housing prices. The 
approx 25% drop in Sterling should contribute 
significantly toward that rebalancing in activity 
toward traded goods output and investment

� System credit growth has stopped with a 
declining stock of business credit and minimal 
growth in lending to households. The weakness 
of the housing market is likely to hold back the 
recovery in lending growth 

� Although system asset quality has worsened with 
recession and rising unemployment, it has not 
fared as badly as might have been expected

Economic 
Indicators (%)

CY08 CY09 CY10(f) CY11(f) CY12(f)

GDP growth 0.9 -5.0 1.5 2.1 2.2

Unemployment 5.8 7.7 7.8 7.5 7.3

Inflation 2.4 3.0 3.3 3.0 1.9

Cash rate 5.0 0.5 0.5 1.5 2.5

System 
Growth (%)

FY08 FY09 FY10(f) FY11(f) FY12(f)

Housing 8.5 2.2 0.9 1.4 3.0

Consumer 6.6 3.0 0 1.6 2.5

Business 12.7 0.7 -2.9 -1.7 2

Total lending 9.8 1.7 -0.5 0.3 2.6

Household deposits 8.6 3.2 2.9 3.2 4.3

120120120

NZ regional outlook � New Zealand has experienced a moderate and 
patchy economic upturn which, after 5 
successive quarters of recovery from recession, 
has still left the level of real GDP in mid-2010 
some 1½% below its end 2007 level 

� The sluggish nature of the upturn is largely the 
consequence of a necessary and protracted 
phase of structural change in the economy –
involving de-leveraging, higher saving, and a 
shift in the model of growth toward exports with 
less reliance on consumer spending and asset 
inflation as growth drivers

� The upturn is expected to continue with 2011 
growth boosted by the holding of the Rugby 
World Cup in New Zealand. Slower economic 
expansion than in Australia means that the 
RBNZ is under less pressure than is the RBA to 
get its target interest rate back toward neutral 

� Business conditions are mixed across the 
economy – with comparatively weak outcomes 
for consumer spending and the housing market 
whereas very high global commodity prices for 
key New Zealand export products are boosting 
farm incomes

� System credit growth has stopped and the 
outlook is for a milder upturn than in Australia 
(where the mining boom stimulates business 
credit). The continued weakness of the New 
Zealand housing market and still high household 
debt/income ratios keep household credit 
growth subdued and the dairy industry is 
already quite heavily geared as a result of 
previous strong borrowing 

Economic 
Indicators (%) CY08 CY09 CY10(f) CY11(f) CY12(f)

GDP growth -0.2 -1.7 2.0 3.6 2.3

Unemployment 4.6 7.1 6.5 5.4 5.4

Inflation 3.4 2.0 4.6 2.7 2.6

Cash rate 
(end period)

5.0 2.5 3.0 4.75 5.0

System 
Growth (%) FY08 FY09 FY10(f) FY11(f) FY12(f)

Housing 10.6 3.6 3.0 2.1 4.0

Personal 6.1 -0.9 -4.1 -0.2 3.6

Business 14.1 10.9 -2.5 -1.9 2.6

Total lending 11.8 6.3 0.5 0.4 3.5

Household retail 
deposits

13.2 12.5 2.9 2.8 4.9
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For further information visit www.nabgroup.com or contact:

Nehemiah Richardson George Wright
General Manager, Investor Relations Head of Group Communications
Mobile | 0427 513 233 Mobile | 0419 556 616

Disclaimer: This document is a presentation of general background information about the Group’s activities current at the date of the 
presentation, 27 October 2010. It is information in a summary form and does not purport to be complete. It is to be read in conjunction with the 
National Australia Bank Limited Full Year Results filed with the Australian Securities Exchange on 27 October 2010. It is not intended to be 
relied upon as advice to investors or potential investors and does not take into account the investment objectives, financial situation or needs of 
any particular investor. These should be considered, with or without professional advice, when deciding if an investment is appropriate.

This announcement contains certain "forward-looking statements". The words "anticipate", "believe", "expect", "project", "forecast", "estimate", 
“outlook”, “upside”, "likely", "intend", "should", "could", "may", "target", "plan" and other similar expressions are intended to identify forward-
looking statements. Indications of, and guidance on, future earnings and financial position and performance are also forward-looking 
statements. Such forward-looking statements are not guarantees of future performance and involve known and unknown risks, uncertainties 
and other factors, many of which are beyond the control of the Group, that 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.

Note: Information in this document is presented on a cash earnings basis.


