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of Appendix 4D

This half year results announcement
incorporates the half year report given
to the Australian Securities Exchange
(ASX) under Listing Rule 4.2A.

The half year consolidated report is to
be read in conjunction with the Annual
Financial Report 2014.
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Results for Announcement to the Market

Results for announcement to the market
Report for the half year ended 31 March 2015

31 March 2015

$m
Revenue from ordinary activities M page 72 up 146% * to 10,551
Profit after tax from ordinary activities attributable to owners of the Company @ page 72 up 204% * to 3,440
Net profit attributable to owners of the Company ? page 72 up 204% * to 3,440
* On prior corresponding period (six months ended 31 March 2014).
& Required to be disclosed by ASX Listing Rule Appendix 4D. Reported as the sum of the following items from the Group's consolidated income statement: net interest income $7,102 million,
net life insurance income $475 million and total other income $2,974 million. On a cash earnings basis revenue increased by 3.1%.
@ Net profit attributable to owners of the Company was up 20.4% to $3,440 million, reflecting higher revenue, lower charges for bad and doubtful debts, partially offset by higher income tax
expense in the March 2015 half year.
Amount Franked
per amount per
share share
Dividends cents %
Interim dividend 99 100
Record date for determining entitlements to the interim dividend 19 May 2015
Highlights ©
Group cash earnings up 5.4% Cash earnings increased by $170 million or 5.4% compared to the March
2014 half year. Excluding foreign exchange rate movements and
specified items incurred in the March 2014 half year, cash earnings
decreased by $31 million or 0.9%. Details of the specified items that
impacted the March 2014 half year can be found on page 21 of Section 3,
of the March 2015 half year results. The decrease was largely driven by
higher expenses, partially offset by higher revenue and lower charges for
bad and doubtful debts. The difference between cash earnings and
statutory net profit attributable to the owners of the Company were
favourable movements in fair value and hedge ineffectiveness and
distributions, partially offset by the impact of the elimination of treasury
shares. Refer to information on cash earnings on page 2 of Section 1, of
the 2015 half year results.
Cash return on equity (ROE) up to 14.7% Cash ROE increased by 10 basis points compared to the March 2014 half
year.
Diluted cash earnings per share (cents) up to 136.1 Diluted cash earnings per share increased by 3.7%.
Banking cost to income ratio down 90 bps The Group’s banking cost to income ratio decreased by 90 basis points to
44.5%.
Common Equity Tier 1 capital ratio up 23 bps The Common Equity Tier 1 capital ratio (Basel |ll basis) is up 23 basis
points to 8.87%.
Full time equivalent employees up 545 Full time equivalent employees increased to 43,264 due to additional

investment in the Group's priority customer segments, including service
roles to support customer needs and the hiring of additional front line
business bankers.

A growth rates are calculated on a cash earnings basis on the prior corresponding period (six months ended 31 March 2014).

A Glossary of Terms is included in Section 7 of the 2015 half year results.

A reference in this Appendix 4D to the 'Group' is a reference to the Company and its controlled entities. All currency amounts are expressed in Australian dollars
unless otherwise stated. References in this document to the March 2015 half year are references to the six months ended 31 March 2015. Other six month
periods are referred to in a corresponding manner. National Australia Bank Limited's consolidated financial statements, prepared in accordance with the
Corporations Act 2001 (Cth), are included in Section 5 of the 2015 half year results. See page 124 for a complete index of ASX Appendix 4D requirements.
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800 Bourke Street
Docklands VIC 3008
AUSTRALIA

www.nabgroup.com

National
Australia
Bank

Thursday, 7 May 2015

ASX Announcement

NAB 2015 Half Year Results
Executing our strategy, building a stronger bank

Highlights

Cash earnings® up 5.4% and statutory net profit up 20.4% over the year
All major businesses contributing

Interim dividend 99 cents per share fully franked

UK demerger and IPO intention by 2015 calendar year end

Life reinsurance agreement capital release

$5.5 billion rights issue to boost CET1 ratio

Key points

The March 2015 half year results are compared with March 2014 half year results unless otherwise stated. March 2015
half year financials have been prepared incorporating the requirements of AASB9', with transitional adjustments
reflected in retained earnings. Prior periods have not been restated.
e On a statutory basis, net profit attributable to owners of the Company was $3.44 billion, an
increase of $584 million or 20.4%.

e Cash earnings® were $3.32 billion, an increase of $170 million or 5.4% with improved
performances across all major businesses. Excluding prior period UK conduct related
charges, cash earnings rose 0.3%. The main difference between statutory and cash
earnings during the period relates to the elimination of treasury shares? coupled with the
effects of fair value and hedge ineffectiveness?.

e On a cash earnings basis:

e Revenue increased 3.1%. Excluding gains on the UK Commercial Real Estate (CRE)
loan portfolio sale and SGA asset sales, revenue rose 2.2% benefitting from higher
lending balances, the impact of changes in foreign exchange rates, stronger Markets
and Treasury® income and increased NAB Wealth net income. Group net interest
margin (NIM) declined 2 basis points over the year and 1 basis point when compared
to the September 2014 half year.

o Expenses were broadly flat but excluding a fine paid in relation to UK conduct and prior
period UK conduct related charges rose 4.0%. The increase mainly reflects the impact
of changes in foreign exchange rates, investment in the Group’s priority customer
segments and higher technology costs, combined with occupancy and Enterprise
Bargaining wage increases.

" Note 1 (page 78) to the Group'’s 2015 Half Year Results Announcement published on 7 May 2015 includes further detail regarding
AASB 9.

2 Refer to note on cash earnings, treasury shares and fair value and hedge ineffectiveness on page 6 of this document.
® Markets and Treasury income represents Customer Risk Management and NAB Risk Management income.

National Australia Bank Limited ABN 12 004 044 937 AFSL and Australian Credit Licence 230686



e Improved asset quality resulted in a total charge to provide for bad and doubtful debts
(B&DDs) of $455 million, down 13.8%. This primarily reflects lower charges in UK
Banking and NAB UK CRE. Compared to the September 2014 half year, the B&DD
charge rose 30.4% due to releases from the Group economic cycle adjustment and
NAB UK CRE overlay of $104 million in the prior period which were not repeated.

e The Group’s Basel Il Common Equity Tier 1 (CET1) ratio was 8.87% as at 31 March 2015,
an increase of 24 basis points from September 2014. As previously announced, the
Group’s CET1 target ratio from 1 January 2016 remains between 8.75% — 9.25%, based on
current regulatory requirements.

e The interim dividend is 99 cents per share (cps) fully franked, unchanged from the prior
interim dividend.

e For the March 2015 half year the Group has raised approximately $17.3 billion of term
wholesale funding. The weighted average term to maturity of the funds raised by the Group
for the March 2015 half year was approximately 5.0 years.

e The Group’s quarterly average liquidity coverage ratio as at 31 March 2015 was 118%.

Executive Commentary

“Our focus over the March 2015 half year has been on delivering against our strategic priorities
outlined in October 2014 — building a stronger Australian and New Zealand franchise and dealing
with our low returning and legacy assets. We are encouraged by the progress we have made on
both fronts over this period with all major businesses contributing to cash earnings growth,” NAB
Group Chief Executive Officer Andrew Thorburn said.

“At the time of our 2014 full year results we made it clear that a customer focused strategy,
executed well, is at the heart of our Australia and New Zealand business. We've seen an
improvement in our Net Promoter Score (NPS) as a result of a number of changes we’ve made to
simplify the way we do business with customers, but there is more to do.

“Our strategy involves focusing on the things we are good at, which is why we’ve added 150 new
business banker positions in the March 2015 half year and intend to add a further 70 over the
remainder of the year. While competition remains intense in business lending, we are encouraged
by more favourable market share trends in priority customer areas of Micro and Small to Medium
business. In Australian home lending, we have seen continued momentum with volume growth
over the six months to March 2015, benefitting from investment in our home loans origination
capability. We remain confident about the quality of our housing lending book and are taking steps
to slow growth in investor mortgage lending to meet APRA’s 10% year-on-year threshold.

“Pleasingly, measures taken to improve performance in NAB Wealth have seen cash earnings
continue to strengthen with an increase of 28%. In October 2014 we highlighted that while we
remain committed to distributing wealth products, recent regulatory changes had prompted us to
evaluate options to improve overall returns from our Wealth business. We have announced today a
reinsurance agreement which is an important step towards achieving these goals, releasing $500
million of capital.

“At the full year 2014 result we stated our intention to exit a number of legacy assets and we have
made good progress over the first half of 2015. We announced a secondary public offering of
Great Western Bank (GWB) common shares in the US, following the 2014 IPO of a 31.8% stake,
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which sees our ownership fall to 28.5%. We have further reduced our UK CRE portfolio selling £1.2
billion of higher risk loans in December 2014, reducing the portfolio size to £0.6 billion compared
with the original balance of £5.6 billion in October 2012. The remaining UK CRE portfolio largely
comprises performing loans, effectively bringing closure to one of our legacy positions.
Additionally, the run-down of the SGA portfolio has continued, with risk weighted assets reducing
from $4.1 billion to $2.1 billion largely due to asset sales over the period. Management of the
remaining SGA exposures has now been absorbed into our Australian Banking operations.

“In relation to exiting our UK Banking business, we have been examining a broad range of options
including those provided by public markets. It is a priority to exit this business, and we are today
announcing our intention to pursue a demerger and IPO of the UK Banking business.

“A strong balance sheet has always been a priority at NAB which is why we are today announcing
that we will be raising $5.5 billion of capital through a rights issue, as described below. The capital
raising facilitates our proposed exit from the UK Banking business and positions us ahead of
anticipated regulatory changes.

“While there is still much more to be done, we are clear about our priorities and are focused on
what needs to be achieved. We are determined to deliver better outcomes for our shareholders,
customers and employees,” Mr Thorburn said.

UK Banking exit update

The Group’s intention to exit the UK Banking business was signalled in October 2014 as a result of
the strategy to focus on the Australian and New Zealand franchise. Significant work has since been
undertaken on various exit options, in particular public market options which offer increased
certainty on the ability to transact and timing. While remaining open to a trade sale, we intend to
pursue a public market option of a demerger of approximately 70-80% of Clydesdale Bank’s
holding company National Australia Group Europe Ltd and its subsidiaries (Listco) to NAB
shareholders and a sale of the balance by way of IPO (approximately 20-30%) to institutional
investors. A demerger accelerates the full exit of the UK business, as opposed to a prolonged
multi-staged public market sell-down, and allows an exit to be targeted by the end of this calendar
year, subject to market conditions.

Following a period of successful restructuring, the UK Banking business is now in a position to be
demerged to shareholders and listed as a standalone retail and business bank with a strong
franchise across its core regional UK markets, a strong balance sheet and capital position, a robust
business plan and an experienced management team. Under the proposed transaction, Listco will
have a primary listing on the London Stock Exchange (LSE) and a CHESS Depositary Interest
(CDI) listing on the Australian Securities Exchange (ASX). Shareholders will have the option to
receive shares or CDls.

The UK Prudential Regulation Authority (PRA) has advised that in order to demerge Listco, NAB
will be required to provide capital support for Listco against potential losses related to legacy
conduct costs. These are centred on payment protection insurance, interest rate hedging products
and fixed rate tailored business loan conduct issues not covered by existing provisions, to a total
cap of £1.7 billion, provided that the demerger occurs within the intended timeframe. The cap
amount is expected to be deducted from NAB’s CET1 ratio upon completion of the demerger.
While this figure is substantially in excess of NAB’s own stress test scenario, we believe that the
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disadvantage of the expected capital deduction is outweighed by the benefits of separating the
business. To the extent actual losses are ultimately lower than the £1.7 billion, this is expected to
result in a commensurate CET1 benefit for NAB. However, the form of support, duration and final
regulatory capital treatment of the £1.7 billion remains subject to on-going regulatory discussion.

While significant progress has been made, including engagement with key stakeholders such as
regulators, there is no certainty a transaction will occur. The proposed demerger and IPO remains
subject to a range of matters, including shareholder approval and approvals from regulatory
authorities in the UK and Australia, UK and Australian listing authorities and the boards of NAB and
Listco. Additionally, the demerger and IPO will be a substantial and complex undertaking subject to
a range of risks and issues.

Capital raising and financial implications

NAB will be undertaking a 2 for 25 fully underwritten pro rata accelerated renounceable rights issue
with retail rights trading (the Entitlement Offer) at an offer price of $28.50, to raise approximately
$5.5 billion. Approximately 194 million new NAB ordinary shares are to be issued (approximately
8.0% of issued capital). New shares issued under the Entitlement Offer will rank equally with
existing shares from the date of allotment. New shares will not however be entitled to the interim
dividend for the half year ended 31 March 2015 of 99 cps because they will not be issued before
the dividend record date.

While completion of the UK demerger and IPO could have been achieved with a more limited
capital raising by way of a partial dividend underwrite, this would likely have resulted in a CET1
ratio near the lower end of our 8.75 — 9.25% target range.

The pro forma CET1 ratio as at 31 March 2015 is approximately 10%, reflecting the impact of the
rights issue and the UK separation and a range of announced and intended capital initiatives. This
provides a pro forma CET1 ratio buffer of 100 basis points above the midpoint of the Group’s target
range to absorb potential regulatory changes.

Following the capital raising, NAB'’s pro forma cash earnings per share (EPS) diluted for the March
2015 half year is expected to be approximately 4.5% lower and pro forma cash earnings return on
equity for the same period is expected to be 1.4% lower. Subject to finalisation and independent
audit of the Group’s September 2015 full year results, it is NAB’s intention to maintain a fully
franked dividend of 99 cps in the September 2015 half year.

NAB announces life reinsurance agreement

NAB Wealth today announced it has received APRA approval for its life insurance arm to enter into
a reinsurance arrangement with a major global reinsurer for approximately 21% of its in-force retail
advised insurance book.

The transaction is expected to release approximately $500 million of CET1 capital (13 basis points)
to the NAB Group, and represents approximately 15% of NAB Wealth’s life insurance embedded
value®. This is expected to result in a reduction in NAB Wealth cash earnings of approximately $25
million per annum.

“ Based on internal estimates and calculations of MLC and insurance activities embedded value as at 30 September 2014.
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The reinsurance arrangement reduces the Group’s exposure to retail life insurance while
maintaining distribution of life insurance products and services to the Group’s customers.

The transaction is scheduled to take effect in the fourth quarter of financial year 2015. The final
capital release is subject to APRA approval.

Business Unit Commentary

Australian Banking cash earnings were $2,574 million, an increase of 4.0%, with revenue the key
driver. Revenue rose 3.9% reflecting a stronger trading performance, combined with higher
volumes of housing and business lending, partly offset by weaker margins. NIM declined 3 basis
points to 1.60% as a result of asset competition and lending mix impacts. Expenses rose 3.8%
driven by additional service roles and front line business bankers, combined with Enterprise
Bargaining wage increases and higher technology costs. Asset quality metrics continued to
improve and B&DD charges of $366 million fell 2.4%, benefitting from lower business impairment
activity partly offset by higher collective provision charges including a $49 million overlay for
agriculture and resource sectors.

NZ Banking local currency cash earnings rose 4.5% to NZ$418 million with higher revenue given
steady growth in lending volumes and improved margins reflecting lower funding costs and
benefits from both higher capital levels and higher earnings on capital. Costs rose 1.8% due mainly
to increased personnel expenses, but were broadly flat compared to the September 2014 half year.
B&DD charges were higher over the period with lower collective provision write-backs, but were flat
over the six months to 31 March 2015 given the continued benign credit environment.

NAB Wealth cash earnings increased 28.2% to $223 million reflecting improved results from both
the investments and insurance businesses, and lower operating expenses. Net income rose 8.0%
due to improved insurance claims performance, stable lapses and growth in funds under
management (FUM) as a result of strong investment markets, partly offset by lower investment
margins related to a change in business mix. There was no repeat of the insurance reserve
increases seen in prior periods.

UK Banking local currency cash earnings grew 35.6% to £99 million driven by a further material
reduction in B&DD charges as the business benefitted from improved economic conditions and

loan portfolio shifts. Revenue was slightly weaker despite good growth in home lending volumes
with competitive pressures resulting in NIM decline. Costs fell 1.2% with increased restructuring
and marketing spend more than offset by a one-off pension scheme gain in the March 2015 half
year and conduct related charges® that were incurred only in the March 2014 half year.

Group Asset Quality

Group asset quality metrics continued to improve over the period. The ratio of Group 90+ days
past due and gross impaired assets to gross loans and acceptances of 0.85% at 31 March 2015
was 34 basis points lower compared to 30 September 2014 and 67 basis points lower compared to
31 March 2014.

5 Charges relating to the UK fine during the March 2015 half year and conduct charges relating to payment protection insurance and
interest rate hedging products incurred in prior periods have been included within Corporate Functions and Other division results.
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The ratio of collective provision to credit risk weighted assets was 1.01% at 31 March 2015
compared to 0.83% at 30 September 2014 with the increase over the period reflecting transition to
AASB 9. The ratio of specific provisions to impaired assets was 35.5% at 31 March 2015, which
compares to 35.3% at 30 September 2014 and 34.8% at 31 March 2014.

For further information:

Media

Meaghan Telford Emily Ritchie

M: +61 (0) 457 551 211 M: +61 (0) 477 389 438
Investor Relations

Ross Brown Natalie Coombe

M: +61 (0) 417 483 549 M: +61 (0) 477 327 540
Disclaimer

This announcement contains certain forward-looking statements. The words "anticipate”, "believe", "expect", "project", "estimate",
"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, which may cause actual results to differ materially
from those expressed or implied in such statements. There can be no assurance that actual outcomes will not differ materially from
these statements. Further information on important factors that could cause actual results to differ materially from those projected in
such statements is contained in the Group’s Annual Financial Report.

This announcement may not be distributed or released in the United States. This announcement does not constitute an offer to sell, or a
solicitation of an offer to buy, securities in the United States or to any person acting for the account or benefit of a person in the United
States, or in any other jurisdiction in which such an offer would be unlawful. Neither the Entitlements nor the new shares issued under
the Entitlement Offer have been, or will be, registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), or under
the securities laws of any state or other jurisdiction of the United States and may not be offered or sold, directly or indirectly, within the
United States or to any person acting for the account or benefit of a person in the United States, unless the New Shares have been
registered under the Securities Act or are offered and sold in a transaction exempt from, or not subject to, the registration requirements
of the U.S. Securities Act and any other applicable state securities laws. New shares issued under the Entitlement Offer may only be
purchased by persons meeting certain eligibility criteria; in particular, persons in the United States and persons acting for the account or
benefit of a person in the United States will not be eligible to purchase or trade entitlements issued under the Entitlement Offer on ASX
or exercise or trade such entitlements purchased on ASX or transferred directly from another person.

The pro forma financial information included in this announcement does not purport to be in compliance with Article 11 of Regulation S-
X under the Securities Act, and was not prepared with a view towards compliance with either the U.S. Securities and Exchange
Commission’s or the American Institute of Certified Public Accountants’ published guidelines for the preparation and presentation of pro
forma financial information.

Note on Cash Earnings

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

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

Treasury shares are shares in the NAB held by the Group’s life insurance business and in trust by a controlled entity of the Group to
meet the requirements of employee incentive schemes. The unrealised mark-to-market movements arising from changes in the share
price, dividend income and realised profit and losses arising from the sale of shares held by the Group’s life insurance business are
eliminated for statutory reporting purposes.

Fair value and hedge ineffectiveness represents volatility attributable to the Group’s application of the fair value option, ineffectiveness
from designated accounting and economic hedge relationships and economic hedges of significant approved funding activities where
hedge accounting has not been applied.
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Section 1

Profit Reconciliation

Information about Cash Earnings



Profit Reconciliation

Information about Cash Earnings

This section provides information about cash earnings, a key performance measure used by NAB, including information on
how cash earnings is calculated and reconciliations of cash earnings to net profit attributable to owners of the Company
(statutory net profit, less non-controlling interest in controlled entities).

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 some items that are included
within the statutory net profit attributable to owners of the
Company. 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

nor audited or reviewed in accordance with Australian
Auditing Standards.

Cash earnings is defined as net profit attributable to
owners of the Company, adjusted for the items NAB
considers appropriate to better reflect the underlying
performance of the Group. Cash earnings for the March
2015 half year has been adjusted for the following:

- Distributions

- Treasury shares

- Fair value and hedge ineffectiveness

- Life insurance economic assumption variation

- Amortisation of acquired intangible assets.

Reconciliation to statutory profit

Section 5 of the 2015 Half Year Results Announcement
includes the Consolidated Income Statement of the
Group, including statutory net profit. The Group’s
reviewed financial statements, prepared in accordance
with the Corporations Act 2001 (Cth) and applicable
Australian Accounting Standards, and reviewed by

the auditors in accordance with Australian Auditing
Standards, are included in the financial report section of
the 2015 Half Year Results Announcement.

A reconciliation of cash earnings to statutory net profit
attributable to owners of the Company (statutory net
profit, less non-controlling interest in controlled entities)
is set out on page 3, and full reconciliations between
statutory net profit and cash earnings are included in
this section on pages 5-7 of the 2015 Half Year Results
Announcement.

Page 4 contains a description of non-cash earnings items
for March 2015 and for the prior comparative periods.

Underlying profit

Underlying profit is a performance measure used by
NAB. It represents cash earnings before various items,
including income tax expense and the charge to provide
for bad and doubtful debts as presented on the table

on page 3. It is not a statutory financial measure and is
not presented in accordance with Australian Accounting
Standards, nor audited or reviewed in accordance with
Australian Auditing Standards.



Profit Reconciliation

Group Results

The Group’s Results and Review of Divisional Operations and results are presented on a cash earnings basis, unless
otherwise stated.

Half Year to
Mar 15 Sep 14 Mar 14 Mar 15 v Mar 15 v
$m $m $m Sep 14 % Mar 14 %
Net interest income 7121 6,932 6,843 2.7 41
Other operating income 2,639 2,475 2,629 6.6 0.4
IoRE 24 19 15 26.3 60.0
Net operating income 9,784 9,426 9,487 3.8 3.1
Operating expenses (4,460) (5,724) (4,456) 221 (0.1)
Underlying profit 5,324 3,702 5,031 43.8 5.8
Charge to provide for bad and doubtful debts (455) (349) (528) (30.4) 13.8
Cash earnings before tax, non-controlling interest and
distributions 4,869 3,353 4,503 45.2 8.1
Income tax expense (1,424) (1,229) (1,263) (15.9) (12.7)
Cash earnings before non-controlling interest and
distributions 3,445 2,124 3,240 62.2 6.3
Cash earnings - non-controlling interest (16) - - - -
Distributions (109) (90) (90) (21.1) (21.1)
Cash earnings 3,320 2,034 3,150 63.2 5.4
Non-cash earnings items (after tax):
Distributions 109 90 90 211 211
Treasury shares (317) 70 (113) large large
Fair value and hedge ineffectiveness 354 311 (228) 13.8 large
Life insurance economic assumption variation 25 (21) 1 large large
Amortisation of acquired intangible assets (51) (45) (44) (13.3) (15.9)
Net profit attributable to s of the Company 3,440 2,439 2,856 41.0 20.4




Profit Reconciliation

Non-cash Earnings Items

Distributions

Distributions relating to hybrid equity instruments are
treated as an expense for cash earnings purposes and
a reduction in equity (dividend) for statutory reporting
purposes. The distributions on other equity instruments
are set out in Section 5, Note 6 ‘Dividends and
Distributions’. The effect of this for the March 2015 half
year is to reduce cash earnings by $109 million.

Treasury Shares

For statutory reporting purposes, the Group eliminates
the effect on statutory profit of the Group’s life insurance
business investment in NAB shares. The elimination
includes unrealised mark-to-market movements arising
from changes in NAB'’s share price, dividend income and
realised profits and losses on the disposal of shares. This
results in an accounting mismatch because the impact
of the life policy liabilities supported by these shares

is reflected in statutory profit. As such the statutory
treasury shares elimination is reversed for cash earnings
purposes. In the March 2015 half year there was a
decrease in statutory profit of $361 million ($317 million
after tax) from these shares.

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 transactions.
This volatility arises from fair value movements relating
to trading derivatives for risk management purposes;
fair value movements relating to assets, liabilities and
derivatives designated in hedge relationships; and fair
value movements relating to certain assets and liabilities
measured at fair value.

In the March 2015 half year there was an increase in
statutory profit of $508 million ($354 million after tax) from
fair value and hedge ineffectiveness. This was largely
due to the change in the fair value of derivatives used to
manage the Group’s long-term funding from movements
in spreads between Australian and overseas interest
rates, and mark-to-market movements of assets and
liabilities measured at fair value reflecting current market
conditions. In particular, the impact of interest rate, cross
currency basis and foreign exchange movements has
resulted in mark-to-market gains on these derivatives.

Life Insurance Economic Assumption Variation

The life insurance economic assumption variation
represents the net impact on statutory profit of the
change in value of life insurance policy liabilities (net of
reinsurance) and investments relating to life insurance
business due to changes in economic assumptions
(inflation and the risk free discount rate). In the March
2015 half year there was an increase in statutory profit of
$36 million ($25 million after tax) due to the life insurance
economic assumption variation.

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 core deposit intangibles, brand names, values of
business and contracts in force. In the March 2015 half
year there was a decrease in statutory profit of $69 million
($51 million after tax) due to the amortisation of acquired
intangible assets.
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Highlights

Group Performance
Key Performance Measures "
Statutory Profit and Cash Earnings - half year

$m 3,440
3.150 3,320

2,889 2844 2,856

Sep 13 Mar 14
m Statutory Profit

Sep 14 Mar 15
= Cash Earnings

Gross Loans and Acceptances and Customer Deposits

$bn
oo . 5454 5735

Sep 13 Mar 14 Sep 14 Mar 15

m Customer Deposits = Gross Loans and Acceptances

Group Performance Indicators ("

Statutory and Cash Return on Equity (ROE) - half year
%

5 15.3% 5
138% 136% 135y +O% 14.7%

10.9%

Sep 13 Mar 14 Sep 14 Mar 15

m Statutory Return on Equity @ Cash Return on Equity

Diluted Cash EPS and Dividend per Share - half year

cents

131.3 1361

119.6

Sep 13 Mar 14 Sep 14 Mar 15

m Diluted Cash EPS m Dividends per Share

Half Year to

Mar 15 Sep 14 Mar 14
Key Indicators
Statutory earnings per share (cents) - basic 142.4 101.8 120.4
Statutory earnings per share (cents) - diluted 139.8 100.2 118.4
Cash earnings per share (cents) - basic 138.5 86.0 133.7
Cash earnings per share (cents) - diluted 136.1 85.1 131.3
Statutory return on equity 15.3% 10.9% 13.3%
Cash return on equity (ROE) 14.7% 9.1% 14.6%
Profitability, performance and efficiency measures
Dividend per share (cents) 99 99 99
Dividend payout ratio 71.5% 115.1% 74.0%
Cash earnings on average assets 0.71% 0.47% 0.74%
Cash earnings on average risk-weighted assets 1.77% 1.10% 1.72%
Cash earnings per average FTE ($'000) 155 94 150
Banking cost to income (CTI) ratio 44.5% 60.6% 45.4%
Net interest margin 1.92% 1.93% 1.94%
Capital
Common Equity Tier 1 ratio 8.87% 8.63% 8.64%
Tier 1 ratio 11.13% 10.81% 10.83%
Total capital ratio 12.81% 12.16% 12.17%
Risk-weighted assets @ ($bn) 393.2 367.7 367.2
Volumes ($bn)
Gross loans and acceptances @ 535! 545.4 534.2
Average interest earning assets 745.4 716.0 707.2
Total average assets 938.4 869.9 854.0
Total customer deposits @ 416.8 391.1 381.1
Asset quality
90+ days past due and gross impaired assets to gross loans and acceptances 0.85% 1.19% 1.52%
Collective provision to credit risk-weighted assets 1.01% 0.83% 0.91%
Specific provision to gross impaired assets 35.5% 35.3% 34.8%
Other
Funds under management and administration ) ($bn) 1771 158.1 153.8
Annual inforce premiums ($m) 1,788.3 1,690.6 1,672.6
Full Time Equivalent Employees (FTE) (spot) 43,264 42,853 42,719
Full Time Equivalent Employees (FTE) (average) 43,027 42,987 42,234

™ All key performance measures and Group performance indicators are calculated on a cash earnings basis unless otherwise stated. Where appropriate, half year key performance
measures are annualised, with the exception of earnings per share measures. A glossary of terms is included in section 7.

@ Spot balance at reporting date.
© Including loans and advances at fair value.
@ Excludes Trustee and Cash Management within NAB Wealth.
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Divisional Performance

Changes to the presentation of Divisional Financial Information

Following the sale of the majority of the NAB UK Commercial Real Estate (NAB UK CRE) portfolio, the remaining NAB UK
CRE operations have been included in Corporate Functions and Other.

Divisional Results

Highlights

Half Year to

Mar 15 Sep 14 Mar 14 Mar 15 v Mar 15 v

$m $m $m Sep 14 % Mar 14 %

Australian Banking 2,574 2,473 2,474 4.1 4.0
NZ Banking 391 373 365 4.8 71
NAB Wealth 223 191 174 16.8 28.2
UK Banking 184 153 131 20.3 40.5
Corporate Functions and Other 57 (1,066) 96 large (40.6)
Distributions (109) (90) (90) (21.1) (21.1)
Cash earnings 3,320 2,034 3,150 63.2 5.4
Non-cash earnings items 120 405 (294) (70.4) large
Net profit attributable to s of the C. 3,440 2,439 2,856 41.0 20.4

" NAB UK CRE has been incorporated into Corporate Functions and Other, including prior year comparatives. Corporate Functions and Other also includes Group Funding, SGA, GWB

and other supporting units.

Divisional Performance Indicators

Half Year to
Mar 15 v Mar 15 v
Mar 15 Sep 14 Mar 14 Sep 14 Mar 14
Australian Banking (AUS$)
Cash earnings ($m) 2,574 2,473 2,474 41% 4.0%
Cash earnings on average assets 0.70% 0.72% 0.74% (2 bps) (4 bps)
Cash earnings on average risk-weighted assets 1.97% 1.96% 2.00% 1 bps (3 bps)
Net interest margin 1.60% 1.61% 1.63% (1 bps) (3 bps)
Net operating income ($m) 6,727 6,444 6,473 4.4% 3.9%
Cost to income ratio 40.6% 40.8% 40.7% 20 bps 10 bps
NZ Banking (NZ$)
Cash earnings (NZ$m) 418 407 400 2.7% 4.5%
Cash earnings on average assets 1.24% 1.23% 1.26% 1 bps (2 bps)
Cash earnings on average risk-weighted assets 1.79% 1.76% 1.77% 3 bps 2 bps
Net interest margin 2.41% 2.34% 2.34% 7 bps 7 bps
Net operating income (NZ$m) 1,034 1,009 994 2.5% 4.0%
Cost to income ratio 39.4% 40.2% 40.2% 80 bps 80 bps
NAB Wealth (AUS)
Cash earnings ($m) 223 191 174 16.8% 28.2%
Investment operating expenses to average FUM (bps) 42 44 49 2 bps 7 bps
Insurance cost to average inforce premiums 15% 14% 15% (100 bps) -
Cost to income ratio 60.2% 64.0% 67.9% 380 bps 770 bps
UK Banking (£)
Cash earnings (£m) 99 85 73 16.5% 35.6%
Cash earnings on average assets 0.52% 0.45% 0.40% 7 bps 12 bps
Cash earnings on average risk-weighted assets 0.84% 0.71% 0.60% 13 bps 24 bps
Net interest margin 2.18% 2.18% 2.25% - (7 bps)
Net operating income (£m) 479 484 485 (1.0%) (1.2%)
Cost to income ratio 70.4% 71.3% 70.3% 90 bps (10 bps)

1"



Highlights

Group Performance
Andrew Thorburn

Net Profit Attributable to Owners of the
Company

Net profit attributable to owners of the Company (statutory
net profit) for the March 2015 half year increased by $584
million or 20.4% compared to the March 2014 half year,
and increased by $1,001 million or 41.0% compared to
the September 2014 half year. Net profit attributable

to owners of the Company is prepared in accordance

with the Corporations Act 2001 (Cth), and Australian
Accounting Standards.

Shareholder Returns

The Group’s statutory return on equity increased by 200
basis points to 15.3% compared to the March 2014, and
increased by 440 basis points compared to September
2014 half year. The Group’s cash return on equity
increased by 10 basis points to 14.7% compared to the
March 2014, and increased by 560 basis points compared
to the September 2014 half year. Excluding specified
items in 2014 (detailed on page 21), the increase when
compared to the March 2014 half reflects higher revenue
and lower charges for bad and doubtful debts.

The interim dividend for March 2015 is 99 cents per
share. This represents a dividend payout ratio of 71.5%
for the March 2015 half year on a cash earnings basis.

The dividend is 100% franked and is payable on 3 July
2015. Shares will be quoted ex-dividend on 15 May 2015.

Earnings per Share

Basic statutory earnings per share increased by 22.0
cents or 18.3%, and diluted earnings per share increased
by 21.4 cents or 18.1%, on the March 2014 half year.
This reflects the Group’s increase in statutory profit.

Basic statutory earnings per share increased by 40.6
cents or 39.9%, and diluted earnings per share increased
by 39.6 cents or 39.5%, on the September 2014 half year.

Basic cash earnings per share increased by 4.8 cents
or 3.6%, and diluted cash earnings per share increased
by 4.8 cents or 3.7%, on the March 2014 half year. This
reflects the Group’s increase in cash earnings.

Basic cash earnings per share increased by 52.5 cents
or 61.0%, and diluted cash earnings per share increased
by 51.0 cents or 59.9%, on the September 2014 half year.

12



Strategic Highlights & Business
Developments

The Group has refreshed its strategy in light of the
changing business environment in which it operates.

The strategy seeks to position the Group to be Australia
and New Zealand’s most respected bank. The Group’s
objective is to deliver superior returns to its shareholders.

To meet this objective, the Group will focus on delivering
initiatives aligned to the strategic themes outlined below.

Focusing on priority customer segments

The Group will focus its resources on the priority
customer segments within Australia and New Zealand.
Small and medium business customers will be prioritised,
given the Group’s market leading position, including the
Agriculture and Health industries. Personal Banking
also remains a priority, and the Group will devote

more resources to winning business in key segments,
especially mortgage and debt free customers.

To allow greater focus on its Australian and New Zealand
customers, the Group:

- Sold 31.8% of Great Western Bancorp, Inc.’s
outstanding common stock through an Initial Public
Offering in October 2014 and completed a secondary
public offering of Great Western Bancorp, Inc. in May
2015, reducing the Group’s holding in Great Western
Bancorp, Inc. to 28.5%

- Sold a £1.2 billion parcel of higher risk loans from
NAB’s UK Commercial Real Estate (NAB UK CRE)
portfolio in December 2014

- Reduced the size of the Specialised Group Assets
portfolio to $2.1 billion in risk weighted assets and
transferred ongoing management of the remaining
portfolio to Australian Banking wholesale operations.

Deliver a great customer experience

Delivering a great experience for customers will be critical
to success in these segments. The Group will aim to:

- Deepen relationships with its customers — by
developing compelling value propositions and
improving service experience

- Make it simple for customers — by continuing to fix
customer pain points, including mortgage variations
and business lending fulfilment

- Innovate for customers — by improving the Group’s
digital capabilities and embedding customer centred
innovation.

Highlights

Execute flawlessly and relentlessly

The Group will also focus on improving its execution
performance, and seek to:

- Drive performance — by utilising the Group’s
performance management framework that is now
embedded within the operating rhythm of the
Australian franchise and allows a much more
disaggregated view on how it is performing

- Execute change well — by smaller agile releases with
customer centric design and leveraging NAB’s existing
project management framework

- Transform processes for speed & reliability — by
leveraging operational and business management
excellence widely into the business, executing
continuous process improvement and undertaking
end-to-end customer centric process re-design.

Great people living the Group’s values

The Group’s people are critical to its competitive position.
The Group’s values are not just statements. They

are how its people are expected to behave in order to
deliver the strategic themes outlined above and meet the
Group’s goals. The values of the Group are: Passion for
Customers; Will to Win; Be Bold; Respect for People; and
Do the Right Thing.

Foundational platforms

Finally, the strategy is supported by the Group’s
foundations of maintaining a strong balance sheet,
managing risk and investing in technology.
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Review of Operating Environment, Group Operations and Results

Review of Group Operating Environment

Global Business Environment

The pace of global growth has remained around 3%%
since 2013. Recent business surveys show little sign

that the long-predicted acceleration in the pace of growth
occurred in the first few months of 2015. World trade
grew by around 3% in 2014, around half its long-run pace,
marking a break from previous trends where trade growth
outstripped that of global output.

There were marked differences in the rate of economic
growth between different regions. The big advanced
economies grew by a lacklustre 1.8% in 2014, faster than
the 1.4% recorded in the previous year. However, the
anticipated ramping up in their growth through 2014 did
not occur. This was because the quarterly growth rate
faded toward the end of 2014 as US growth slowed and
activity remained subdued in Japan and the Euro-zone.

The big Asian emerging market economies continued to
record solid growth in 2014, underpinning the 5% growth
rate recorded for the emerging economies overall. The
trend of slowing Chinese growth has continued, but the
Indian economy is still expanding rapidly. Elsewhere in
Asia and Latin America, growth is generally moderate at
best.

The subdued nature and uneven distribution of global
growth have important consequences for the Group’s
key Australasian economies, given their reliance on
commodity exports and close ties to the trade-dependent
economies of East Asia.

Subdued global growth has curbed the rate of expansion
in global commodity demand just as new supply related
to previously high commodity prices has been coming
on stream. The outcome has been a fall of almost 25%
in US$ commodity prices between early 2013 and early
2015, a decline so broad-based that few items have
escaped the downward trend. These falls in primary
sector prices have eroded national income in Australia
and New Zealand.

The emerging market economies of East Asia are crucial
trading partners for both Australia and New Zealand,
accounting for 55% of Australian goods exports and
almost 40% of New Zealand shipment values. The East
Asian region has historically relied heavily on exports

as a key engine for its economic growth. Consequently,
the subdued growth in world trade experienced through
the last few years has curbed activity in the region’s key
export markets, limiting the demand for Australasian
products.

Australian Economy

Australian economic growth has been running below
trend since 2013, a situation that is expected to continue
in 2015. Sub-trend growth is reflected in the gradual
increase in the unemployment rate from around 5% in
mid 2012 to over 6% in early 2015 and the modest rates
of growth in wages and household incomes. Sub-trend
growth has also been reflected in the Reserve Bank of
Australia’s cuts to the cash rate, as well as the widening
in the Australian Government’s budget deficit (due to
below forecast revenues).

The unwinding of the earlier booms in commaodity prices
and mining investment explains much of the current
softness in demand growth. Australian commodity export
prices have fallen by around 30% in world currency terms

16

since early 2013, with lower iron ore and coal prices
leading to a fall of almost 50% in bulk export prices.
The surge in mining investment that followed the rise

in resource prices is also fading. The volume of capital
expenditure in mining peaked in late 2012 and fell by
16% through 2014. Mining industry profits have also
fallen well below their 2011 peak. Further sharp falls in
mining investment are expected through the next couple
of years and many firms across the mining sector have
been curbing exploration and rationalising operations to
cut costs.

While the commodity price and investment parts of the
three-stage mining boom have peaked, its final phase — a
ramping up in resource export volumes — is still under
way. Bulk export volumes were already growing by

15% year-on-year in late 2014 and big Liquefied Natural
Gas projects are set to gradually come on stream in
Queensland, Western Australia and the Northern Territory,
making Australia one of the world’s biggest gas exporters.

This expansion of resource sector export volumes is
already driving a large part of aggregate economic
growth, a situation that appears set to continue. While
output grew by 2.7% in 2014, domestic spending rose

by only 1.2% and it was higher exports that contributed
most of this sizeable difference between these measures.
Output growth is expected to slow to 2.4% in 2015 before
recovering to 3.2% in 2016 but domestic demand growth
should remain at around a low 1%, highlighting the
continued role of higher export volumes in driving GDP.
Uncertainty over the seasonal outlook overhangs the rural
sector with concerns that an El Nifio could be forming,
bringing drought that depresses farm output and incomes
in Eastern Australia.

The softness in domestic demand growth reflects more
than the winding down of the mining investment boom.

It is also the outcome of still cautious attitudes toward
investment in parts of the non-mining sector. The volume
of non-mining investment picked up through 2014 but
has remained below the level reached in 2011. With
profitability levelling-off in the non-mining sectors of the
economy and capacity utilisation at below-average levels
in several industries, many firms probably see little need
to invest in the near future.

Unemployment has been rising and there has been
modest growth across large parts of the economy as
growth of wages and household income has slowed to
low levels by historical standards. The growth rate in
household nominal disposable income was only 3.6%
year-on-year at the end of 2014. The growth rate of
hourly pay excluding bonuses was low and growth in the
economy’s wages bill virtually marked time at the end

of 2014. A combination of falling inflation and a drop in
the household savings ratio has, however, allowed real
consumption to keep growing, despite soft income growth.

Household spending has also been supported by the
strength of the housing market with trend growth of
around 10% year-on-year in consumer spending on
household goods. This strength in sales reflects the
buoyancy of housing markets in Sydney, Brisbane and
Melbourne with price growth of 12%, 5% and 4.5% year-
on-year in late 2014 respectively. By contrast, the Perth,
Hobart and Canberra housing markets have been more
subdued.



Review of Operating Environment, Group Operations and Results

Housing construction is also responding to low interest
rates with dwelling approval numbers in early 2015 almost
50% above their early 2013 level and a rise in the volume
of housing commencements. Housing credit has picked
up to around 7% year-on-year, largely reflecting faster
growth in investor housing loans (where the value of new
loans committed has nearly doubled since early 2011).

New Zealand Economy

After last year’s solid growth of 3.3%, output is expected
to continue expanding by 2.8% in 2015. The business
surveys for early 2015 show solid outcomes for activity,
investment, employment and profitability. Moreover,
with the exception of the dairy sector where incomes
have been hit by earlier falls in commodity prices, the
economy’s strength appears broadly based, unlike
Australia where a small group of resource exports are
driving growth.

Fluctuations in dairy prices have had a substantial impact
on New Zealand’s export earnings and incomes, with
2014’s sharp price decline cutting around NZ$ 6 billion
from national income, equating to over 2% of nominal
GDP. Dairy prices have been volatile but the prices

for other important commaodities like meat, fruit, forest
products and seafood have remained relatively robust. As
a result, the decline in New Zealand’s export prices and
terms of trade has been much smaller than is the case in
Australia and the Reserve Bank of New Zealand forecasts
that New Zealand'’s terms of trade should remain high
through the next few years.

Household spending grew at an annualised rate of
around 5% in the latter half of 2014 while core retail trade
volumes were up by an annualised rate of 6%. This solid
outcome reflects strong growth in employment, improved
household financial balances (as savings are boosted

by rapid growth in deposits and increased house prices
lift wealth), a pick up in wage growth from mid-2014 and
improved household job security (as the unemployment
rate has trended down to less than 6%).

The housing market is picking up again, especially in
Auckland where prices in March 2015 were around 13%
above their year-earlier level, reflected in increased

sales volumes and faster property sales. Long term net
immigration is running at record levels and many migrants
are settling in Auckland, boosting housing demand in the
city. The building sector is sharing in this recovery, with
new dwelling construction growing strongly, to be around
its decade-earlier peak. Housing credit growth has picked
up since late 2011, but growth remains well below the
rates seen prior to the global financial crisis.

The jobless rate has fallen below its historical average,
capacity utilisation rates are high and the Reserve
Bank of New Zealand estimates that there is little spare
productive capacity lying idle. Nevertheless, wage and
price inflation is still low. CPI inflation is close to zero
year-on-year, well below the lower end of the Reserve
Bank of New Zealand’s target range and the authorities
expect price pressures to remain subdued for several
years.

Lower global oil prices and a surprisingly strong New
Zealand dollar explain some of this sub-target inflation
rate, but rapid growth in the economy’s supply capacity
should also be holding down inflation. Growth in the
working age population and labour force is running well
above its historical average, business investment growth
has been solid since 2010 and business surveys for

early 2015 show a willingness among firms to invest,
adding to the capital stock. The pick-up in business credit
accompanying this investment has only been moderate
with lending growth generally remaining under 5% year-
on-year. This shows a still cautious attitude to debt,
despite the strong economy.

The Reserve Bank of New Zealand has already lifted

its official interest rate. Rates have increased by 100
basis points since early 2014, but the Reserve Bank of
New Zealand paused in this process of “normalising”
rates after July 2014. It projects a further period of rate
stability, enabling it to watch how the economy performs.

United Kingdom Economy

The UK economy has experienced a sustained recovery
with growth accelerating from 0.7% in 2012 to 1.7% in
2013 and 2.8% in 2014. Preliminary estimates suggest
that the pace of growth slowed to an annualised 1.2% in
early 2015, lower than the business surveys would have
suggested. The loss of momentum was broad based with
falling output in the farming, industrial and construction
sectors and a slowing in service sector growth.

The UK economy has also under-performed other
important Group markets since the onset of severe
financial stress during 2008. Australian and New Zealand
GDP increased by 17% and 10% respectively between
March 2008 and December 2014 whereas the output
increase in the UK was only 4% during that period.

The UK upturn has been quite broad-based with
household consumption and business investment playing
important roles. Solid growth in employment has lowered
the jobless rate from 8% in early 2013 to 5.6% in early
2015 and, after a long period of downward pressure on
real household incomes, a combination of faster growth
in wages and low inflation should support further growth
in spending. The household saving ratio has also been
falling and rising equity and house prices have boosted
household wealth, further underpinning consumer
demand.

Although UK house price indices have been trending

up since late 2012 and now either exceed or are close

to their pre-financial crisis peaks, the upturn in housing
credit remains modest with mortgage lending growth
slipping to an annualised rate of just over 1% in late 2014
and early 2015. The pick-up in the volume of housing
transactions and new home loan approval numbers has
been modest, depressing the recovery in housing lending.

Commercial property prices have also been rising. By
early 2015 the market was a third above its mid-2009 low
but still a quarter below the levels achieved in 2007. As
commercial property accounts for one-third of business
credit and lending to this sector was still falling by 5%
year-on-year in early 2015, the incomplete market
recovery has weighed on business system credit. Despite
the trend lift in appetite for risk and expansion evident in
the ‘Deloitte UK Chief Financial Officers Survey Q1 2015’
released in April 2015, the stock of corporate lending is
still trending down and by early 2015 it was almost 30%
below its pre-financial crisis level. Credit demand among
small and medium sized firms is even weaker, the lending
stock falling almost continually for six years, now down by
over 35% since late 2008.

As the economic upturn in the UK matures, it has lost
momentum. Annualised growth has already slowed from
around 3.5% to 2.5% between the June and December
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quarters of 2014 and then eased further to 1.2% in March
2015. The majority of forecasters expect the pace of
expansion to settle at around 2.3% by 2016. With the
Bank of England estimating that there is still a small
amount of idle productive capacity in the economy and
only expecting inflation to return to its 2% target by late
2017, there seems little urgency to lift official interest
rates. Instead, the main uncertainties surround the
political landscape, in particular the prospects for a
referendum on UK membership of the European Union.
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Review of Group Operations and Results
Craig Drummond

Group Results

Half Year to

Mar 15 Sep 14 Mar 14 Mar 15 v Mar 15 v
$m $m $m Sep 14 % Mar 14 %
Net interest income 7,121 6,932 6,843 2.7 4.1
Other operating income 2,639 2,475 2,629 6.6 0.4
IoRE 24 19 15 26.3 60.0
Net operating income 9,784 9,426 9,487 3.8 3.1
Operating expenses (4,460) (5,724) (4,456) 221 (0.1)
Underlying profit 5,324 3,702 5,031 43.8 5.8
Charge to provide for bad and doubtful debts (455) (349) (528) (30.4) 13.8
Cash earnings before tax, non-controlling interest and
distributions 4,869 3,353 4,503 45.2 8.1
Income tax expense (1,424) (1,229) (1,263) (15.9) (12.7)
Cash earnings before non-controlling interest and
distributions 3,445 2,124 3,240 62.2 6.3
Cash earnings - non-controlling interest (16) - - - -
Distributions (109) (90) (90) (21.1) (21.1)
Cash earnings 3,320 2,034 3,150 63.2 5.4
Non-cash earnings items 120 405 (294) (70.4) large
Net profit attributable to owners of the Company 3,440 2,439 2,856 41.0 20.4

(™ Cash earnings is a key financial performance measure used by the Group, the investment community and Australian peers. It is not a statutory financial measure and is not presented
in accordance with Australian Accounting Standards. For a full reconciliation between the Group’s cash earnings and net profit attributable to owners of the Company refer to pages
5- 7 in Section 1.

Cash Earnings "

$m
1,090 38
91 10 31 26
Sep-14 Australian Banking NZ Banking NAB Wealth UK Banking Corporate Functions FX impact Mar-15
& Other @B)

™ At constant exchange rates.
@ Includes distributions and eliminations. The results of Corporate Functions and Other includes the impact of specified items in the prior half year as detailed on page 21.
®  Corporate Functions and Other includes Group Funding, NAB UK CRE, SGA, GWB and other supporting units.
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Review of Group Operations and Results
Financial Analysis

March 2015 v March 2014

Net profit attributable to owners of the Company
increased by $584 million or 20.4% compared to the
March 2014 half year. Excluding foreign exchange rate
movements and specified items incurred during the March
2014 half year (detailed on the next page), net profit
attributable to owners of the Company increased by $379
million or 12.6% reflecting favourable movements in fair
value and hedge ineffectiveness, higher revenue, and
lower charges for bad and doubtful debts. These were
partially offset by higher expenses, including a fine issued
to Clydesdale Bank plc by the UK regulator, which was
recognised in the March 2015 half year ($40 million). Net
profit attributable to owners of the Company (statutory net
profit) is prepared in accordance with the Corporations
Act 2001 (Cth), and applicable Australian Accounting
Standards.

Cash earnings increased by $170 million or 5.4%
compared to the March 2014 half year. Excluding foreign
exchange rate movements and specified items incurred
in the March 2014 half year (detailed on the next page),
cash earnings decreased by $31 million or 0.9%. This
was largely driven by higher expenses, including the

UK fine, which were partially offset by higher income,
combined with lower charges for bad and doubtful debts.

Cash earnings on risk-weighted assets increased by
5 basis points, reflecting higher earnings, which were
partially offset by higher risk-weighted assets.

Net interest income increased by $278 million or 4.1%.
Excluding foreign exchange rate movements, net interest
income increased by $186 million or 2.7% with $60

million of the increase relating to movements in economic
hedges offset in other operating income. The remaining
increase was driven higher housing and business lending
volumes, lower funding and deposit costs and favourable
outcomes in interest rate risk management activities. This
was partially offset by lower margins in both business and
housing lending.

Other operating income increased by $10 million or
0.4%. Excluding foreign exchange rate movements,
other operating income decreased by $33 million or 1.3%.
Excluding the offset in net interest income, the underlying
increase of $27 million was largely attributable to higher
insurance income from NAB Wealth, combined with gains
on the sale of loans within the NAB UK Commercial Real
Estate (NAB UK CRE) and Specialised Group Assets
(SGA) portfolios. These impacts have been partially
offset by lower transaction and lending fee income

from the Group’s banking businesses and lower trading
income.

Operating expenses increased by $4 million or

0.1%. Excluding foreign exchange rate movements

and specified items incurred in the March 2014 half

year (detailed on the next page), operating expenses
increased by $138 million or 3.2%. The increase reflects
investment in the Group’s priority customer segments,
higher technology costs and Enterprise Bargaining
Agreement wage increases, combined with the UK fine
and transaction costs for the UK separation. These costs
were partially offset by lower project spend, productivity
savings and lower performance based incentives.
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The charge to provide for bad and doubtful debts
decreased by $73 million or 13.8% ($76 million or 14.4%
excluding foreign exchange rate movements). This was
primarily due to lower charges in Australian Banking and
UK Banking, reflecting improvement in asset quality.

March 2015 v September 2014

Net profit attributable to owners of the Company
increased by $1,001 million or 41.0% compared to the
September 2014 half year. The September 2014 result
was materially affected by several specified items.

As previously disclosed, $1,344 million was taken in
additional provisions relating to legacy UK conduct related
matters, write-downs to the carrying value of software
assets and several other tax related items. Details

of the specified items, which affected the September
2014 half year, can be found on the following page.
Excluding foreign exchange rate movements and the
impact of specified items incurred during the September
2014 half year, net profit attributable to owners of the
Company decreased by $385 million or 10.2% reflecting
an unfavourable impact from the elimination of Treasury
shares, higher expenses, including a fine issued to
Clydesdale Bank plc by the UK regulator in the March
2015 half year ($40 million), and higher bad and doubtful
debts, partially offset by increased revenue.

Cash earnings increased by $1,286 million or 63.2%
compared to the September 2014 half year. Excluding
foreign exchange rate movements and specified items
incurred in the September 2014 half year (detailed on
the next page), cash earnings decreased by $96 million
or 2.8%. This decrease was largely driven by higher
expenses, including the UK fine, and 