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Auswide Bank (ABA)

No one does banking like us

FY20: Statutory NPAT $18.5m, final dividend 10.75¢

ABA’s FY20 result components include $18.5m statutory NPAT (BP $17.7m) or
$20.1m ex-COVID, 44¢ statutory EPS (BP 42¢) or 48¢ ex-COVID, 10.75¢ fully franked
final dividend (BP 10.5¢), 1.97% NIM (BP 1.92%) and $3.8m/12bp impairment
expenses (BP $3.3m/10bp GLA). This was a good result from ABA, coming ahead of
consensus and having achieved all FY20 financial targets including 1.5x system
lending growth, 10bp higher NIM, further CIR reduction and RONTA excluding COVID-
19 impacts of exceeding 10%. We also estimate ROE of 7.7% that is higher than
those of the larger regional banks. Excluding COVID-19 impacts and thanks to a
resilient QLD economy (and with limited VIC exposure of only 8% of the loan book),
statutory NPAT was 17% pcp higher at $20.1m.

CET1 ratio of 11.1% was unchanged since the end of 1H20 and would have been
higher if the prior period DRP was not suspended. Despite 89bp loan book growth
greater than system and higher collective provision overlays for COVID-19, ABA’s
organic capital generation remained strong in 2H20 and largely enabled the bank to
pay a very respectable FY20 final dividend of 10.75¢ (ex-date September 4, payment
date 18 September). This represents a 2H20 payout ratio of 49.3%, in line with
APRA’s capital management guidance of <50% statutory NPAT. ABA’s track record of
generating profitable growth is unbroken and its FY21 outlook (being one of the few
banks that continues to provide guidance) remains positive with targets of stable NIM
(BP forecast 1.99%), 60% CIR (BP forecast 61%) and 10% RONTA (BP forecast
9.5%). ABA has also maintained its 70-80% target payout ratio in the medium term.

Price target increased to $5.50, Buy rating unchanged

Statutory NPAT forecasts are materially increased (FY21 +27%, FY22 +18% and
FY23 +14%) based on a combination of better top line growth (including stable NIM of
1.99% in FY21) and ongoing cost discipline targeting 60% CIR. The price target is
increased by 7% to $5.50 and ABA’s Buy rating is unchanged.

Earnings Forecast

Year end 30 June 2020 2021e 2022e 2023e
NPAT (statutory) (A$m) 18.5 19.1 19.9 20.7
NPAT (underlying) (A$m) 18.5 19.1 19.9 20.7
EPS (underlying) (A¢) 44 45 46 48
EPS (underlying) growth (%) 7% 2% 3% 3%
PER (x) 11.0 10.8 10.4 10.1
P/Book (x) 0.8 0.8 0.8 0.7
P/NTA (x) 1.1 1.0 0.9 0.9
Dividend (A¢) 28 23 26 29
Yield (%) 5.7% 4.7% 5.3% 5.9%
RONTA (%) 9.6% 9.5% 9.4% 9.3%
NIM (%) 1.97% 1.99% 1.96% 1.93%
Franking (%) 100.0% 100.0% 100.0% 100.0%

SOURCE: IRESS

SOURCE: BELL POTTER SECURITIES ESTIMATES

BELL POTTER SECURITIES LIMITED
ACN 25006 390 7721
AFSL 243480

DISCLAIMER:
THIS REPORT MUST BE READ WITH THE DISCLAIMER ON PAGE 10 THAT FORMS PART OF IT.
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Auswide Bank (ABA) 27 August 2020

No one does banking like us

FY20: Statutory NPAT $18.5m, final dividend 10.75¢

ABA’s FY20 result components are as follows:

1. Statutory NPAT $18.5m (BP $17.7m), +8% pcp, or $20.1m excluding COVID-19
impacts;

Statutory EPS 44¢ (BP 42¢), +7% pcp;

Underlying NPAT $18.5m (BP $17.7m), +8% pcp;

Underlying EPS 44¢ (BP 42¢), +7% pcp;

Fully franked final dividend 10.75¢ (BP 10.5¢), payout 49% 2H20 and 63% FY20;
RONTA 9.7% (BP 9.2%) or 10.6% excluding COVID-19 impacts;

NIM 1.97% (BP 1.92%);

CIR 62% (BP 64%);

Impairment expenses $3.8m/12bp GLA (BP $3.3m/10bp GLA); and

10. CET1 ratio 11.1% (BP 11.2%).

© © N o o &> 0 D

This was a good result from ABA, coming ahead of consensus and having achieved all
FY20 financial targets including 1.5x system lending growth, 10bp higher NIM, further CIR
reduction and RONTA excluding COVID-19 impacts of exceeding 10%. We also estimate
ROE of 7.7% that is higher than those of the larger regional banks. Excluding COVID-19
impacts and thanks to a resilient QLD economy (and with limited VIC exposure of only 8%
of the loan book), statutory NPAT was 17% pcp higher at $20.1m.

CET1 ratio of 11.1% was unchanged since the end of 1H20 and would have been higher if
the FY19 final DRP was not suspended. Despite 89bp loan book growth greater than
system and higher collective provision overlays for COVID-19, ABA’s organic capital
generation remained strong in 2H20 and largely enabled the bank to pay a very
respectable FY20 final dividend of 10.75¢ (ex-date September 4, payment date 18
September). This represents a 2H20 payout ratio of 49.3%, in line with APRA’s capital
management guidance of <50% statutory NPAT. ABA’s track record of generating
profitable growth remains unbroken (Figure 2).

Figure 1 — Ticked all the right boxes

FINANCIAL OVERVIE vV ¢ NPAT (excluding the effects of COVID-19)
STRONG NPAT PERFORMANCE, LOAN BOOK GROWTH, NIM EXPANSION of $20.114m, up 16.9% reflects strong
growth in net interest revenue and
ongoing cost discipline (CIR of 62.5%)
NPAT (Consolidated) $18.504m $17.201m 1+ 76% ‘ Net interest I'EVEFIL{G of $70.51 Gm' up
11.6% due to profitable loan book growth
NPAT (excluding the effects of COVID-19) $20.114m $17.201m M 16.9% and increase in NIM
Loan Book? $3.266b $3.131b 1+ 43% + Loan book growth of 4.3% was 1.5x
Net Interest Revenue $70.516m  $63.185m Mt 11.6% system growth
Net Interest Margin (bps) 197bps 187bps 4 10bps * Net Interest Margin of 197bps, up 10 bps;
Final dividend per share 1o75e L85 v 775 NIM of 199bps in 2H FY20
(fully franked) «+  Deposits up 10.4%; now 74.5% of
Total dividend per share " X o
(fully franked) 27.75¢ 34.5¢ ¥ 6.75¢ funding (FY19: 71.4%)
£pS (cents) Py, 408 r 200 « Strong balance sheet, capital adequacy
ratio of 12.95%
RONTA' 9.7% 9.1% 4+ 06% .
« RONTA (excluding the effects of COVID-
RONTA (excluding the effects of COVID-19) 10.6% 9.1% » 15% 19) of 10.6% exceeds strategic target of
Cost to Income Ratio 62.5% 64.5% ¥ 2.0% 10.0%
Capital Adequacy Ratio 12.95% 13.79% ¥ 08% « Final dividend of 10.75cps reflects
Deposits $2.6200 52373 > 104% strgngth of financial results and APRA
guidance
1.Return on Net Tangible Assets (equivalent to Return on Tangible Equity (ROTE))
2.Grossed up for Investment reported in Financial Assets in Balance Sheet. AUSWIDE BANK INVESTOR PRESENTATION 2020 12

SOURCE: COMPANY DATA
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Figure 2 — Focused on profitable growth

TRACK RECORD OF DELIVERING PROFITABLE GROWTH

GROWING LOAN BOOK WHILE MAXIMISING NIM

UNDERLYING NPAT* NET INTEREST REVENUE NET INTEREST MARGIN

$140m $156m $17.1m  $172m EPLREY $539m  $575m $610m $632m EI(E 196% 1.90% 193% 187% [REFLY
JUN16 JUN17 JUN18 JUN19 JUN20 JUN16 JUN17 JUN18 JUN19 JUN20 JUN16 JUN17 JUN18 JUN19 JUN20
LOAN BOOK UNDERLYING EPS' (CPS) COST TO INCOME RATIO

$2,668m $2,788m $2,945m $3,131m CXRlGL 375 87 410 408 476 69.1% 652% 633%  645%
JUN16 JUN17 JUN18 JUN19 JUN20 JUN16 JUN17 JUN18 JUN19 JUN20 JUN16 JUN17 JUN18 JUN19 JUN20
1. FY20 results excluding the effects of COVID-19 AUSWIDE BANK INVESTOR PRESENTATION 2020 9

SOURCE: COMPANY DATA

NIM was one of the highlights in FY20 (+10bp to 1.97%) and in 2H20 (+4bp to 1.99%)
despite a low interest rate environment, and we understand this was largely due to
replacing ABA’s more expensive wholesale funding and lower TD funding costs.
Combined with higher loan volumes [SE QLD remains a significant growth opportunity
(+2.8% pcp) in addition to strong broker flows in NSW (+8.2% pcp), VIC (+5.5% pcp) —
although from a low base — and other states (+17.1% pcp)] and broadly stable other
income, NIE increased by 12% pcp to $70.5m (+4% hoh to $36.0m) and total operating
income increased by 11% pcp to $80.5m (+12% hoh to $40.2m).

Figure 3 — Strong top line growth based on positive volume and rate effects

STRONG NET INTEREST REVENUE GROWTH * Netinterest revenue of $71m, up
11.6%
NET INTEREST INCOME * Net interest margin of 1.97%

(FY19: 1.87%); 1.99% in H2 FY20

LOANS AND ADVANCES BALANCES * Loan book growth of 4.3% on pcp,
$80m 1.5x system re_flecting strong
o e i
020 N $2.047m  $2.050M partnerships
szesim $27EIT Sl BESUN e Rl * Housing loans of $3,050m, up

JUNTT O JUNTEJUNTS - JuNz0 3.5%; 93.4% of loan book (FY17:

NET INTEREST MARGIN 95.1%)

¢ Consumer lending of $80m, up
29.0% (FY19: $62m); good quality

loan book
$2,788m $2,945m $3,131m  $3,266m

* Business lending of $136m, up
11.5%; change in strategy with
Housing Loans mBusiness M Consumer Loans 1.90% 1.93% 1.87% 1.97% lending pause in place (4.2% of
JUN17  JUN18 JUN19  JUN20 loan book)

JUN17  JUN18  JUN19  JUN20

AUSWIDE BANK INVESTOR PRESENTATION 2020 14

SOURCE: COMPANY DATA

Operating expenses were 7% pcp higher at $50.1m (+6% hoh to $24.7m), impacted by
AASB 16 lease accounting adjustments in D&A expense and further front office
investments. Regardless, strong top line growth ensured an ongoing reduction in CIR
(64% 1H20, 61% 2H20) and positive “Jaws” (+2% 1H20, +6% 2H20).

Loan impairment expense increased from $0.8m/5bp in 1H20 to $3.0m/18bp in 2H20
mainly due to COVID-19 impacts ($2.3m/14bp increase in collective provisions) and
impairments in MIS investments.

ABA'’s loan deferral data is set out below:

BELL POTTER Page
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1. Australian home loans (latest):

a. 9% (vs. ANZ 12%, BEN 10%, CBA 10%, NAB 11%, SUN 5% and WBC 7%);

b. DLVR <80% 63% (vs. ANZ 67%, BEN 84%, CBA 67%, NAB 80%, SUN 69%
and WBC 77%);

c. P&l 86% (vs. ANZ 92%, BEN 79%, CBA 84%, NAB 86%, SUN 85% and
WBC 78%);

d. Owner Occupied 68% (vs. ANZ 73%, BEN 69%, CBA 72%, NAB 53%, SUN
68% and WBC 63%); and

e. VIC exposure 8% (vs. ANZ 32%, BEN 40%, CBA 26%, NAB 32%, SUN 13%
and WBC 30%).

2. Australian commercial loans:

a. 16% (vs. ANZ 14%, BEN 12%, CBA 15%, NAB 16%, SUN 11% and WBC

small business 14%); and

b. VIC exposure Nil (vs. ANZ 36%, BEN 52%, CBA 25%, NAB 29%, SUN 12%
and WBC 26%).

Figure 4 — COVID-19 impacts 1

RESPONDING TO COVID-19

SUPPORTING OUR CUSTOMERS AND EMPLOYEES

OUR TEAM OUR CUSTOMERS

ASSISTANCE BY STATE

* Our branches have remained (a5 at 30 June 2020)

open

* Supporting customers through
loan deferrals, change to
interest only

9%

* Office staff worked remotely

where possible * Reviewing COVID-19 hardships

OUR BUSINESS

* Entered H2 FY20 in strong capital and liquidity position

« Quality loan book - excluding hardships, arrears stable at 0.39% of

Loan balances
with assistance
approved % loan
book

wr

0% | aw
736%

Py

0.5% W

e Y

8.0%
loan book

W s

0.1%
* Business lending 4.2% of loan book - pause in new business lending

* Increased provisioning to address future uncertainty RESIDENTIAL PORTFOLIO -

OWNER-OCCUPIED Vs INVESTMENT

§7s% -

Owner Occupied = Investment

RESIDENTIAL PORTFOLIO -

Perveto
‘I°

P&l minterest Only

* Support provided to 1,014 account holders representing total loan
value of $288m (9% of total loan book) comprising;

86.2%

O 926 (9%) residential loan accounts valued at $275m

O 40 (16%) business banking accounts totalling $12m

O 48 (4%) personal loan accounts amounting to $1m

* Queensland economy resilient to date, uncertain economic outlook

AUSWIDE BANK INVESTOR PRESENTATION 2020 6
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Figure 5 — COVID-19 impacts 2

COVID-19 PROFILE OF ASSISTANCE

COVID-19 ASSISTANCE ACROSS REGIONS AND INDUSTRIES

AVERAGE BALANCE OF LOANS WITH COVID-19 ASSISTANCE ($)
The high risk industries covered by COVID-19

state HomeLoan  PersonalLoan  Business Al Lending
assistance as % of total support packages: ) 283,591 15370 313,929 269,076
* Retail trade 8.5% NSW 405,195 130,156 402,498

¢ Accommodation & food services 7.4% NT 345,851 345,851

* Rental, hiring & real estate services 5.4% SA 217,895 217,895

* Arts & recreation Services 2.5% s 12 121177

vic 268,235 5157 265,211

Majority of >90%LVR COVID-19 hardships WA 356,527 356,527
covered by LMI ALL COVID-19 296,785 15,157 309,335 283,048
Total Lending Book 234,011 13,081 275,036 212,387

HOME LOAN LVR BREAKDOWN

n<B0%
80%-90%
>90%

AUSWIDE BANK INVESTOR PRESENTATION 2020

SOURCE: COMPANY DATA
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COVID-19 aside, ABA’s underlying asset quality remains in good shape with stable loan
book arrears and past due loans below sector averages. ABA’s lower provisions are likely
explained by its historically lower arrears and better quality book:

1. 2H20 impairment charge/GLA 18bp (vs. ANZ 3Q20 31bp, BEN 2H20 45bp, CBA
2H20 48bp, NAB 3Q20 38bp, SUN 2H20 59bp and WBC 3Q20 46bp);

2. Provisions/CRWA 65bp (vs. ANZ 151bp, BEN 125bp, CBA 170bp, NAB 195bp, SUN
142bp and WBC 170bp); and

3. Provisions/GLA 30bp (vs. ANZ 87bp, BEN 66bp, CBA 82bp, NAB 103bp, SUN 72bp
and WBC 76bp).

Figure 6 — Asset quality

LOAN BOOK ARREARS

FOCUS ON RISK MANAGEMENT ENSURE QUALITY LOAN BOOK

30M 0.999 1 LOANS PAST DUE V. SPIN
- (PERCENTAGE OF TOTAL LOANS)

Auswide SPIN SPIN

(other)  (Regional)

(DD >30 days past due 0.39 131 1.73
oaze % (includes >90 days

$6.5m 0.39%

$1.1m o
$4.7m ! 3
$5.0m §
s3.2m [§50.9m
$23m
0 $105m [ $10.8m [ s11.5m {l s9.am | $53m § s6.4m W $7.5m
m

JUN16 DEC16 JUN17 DEC17 JUN18 DEC18 JUN19 DEC19 JUN20

%  pastdue)

>90 days past due 0.31 0.57 0.96

(Auswide figures: at 30 Jun 20.
SPINs: at 31 May 20 (latest avallable)

m—Over 90 days pastdue  WEE60-90 days past due 30-60 days past due  ——Arears as % of Loan Book

* Arrears of 0.39% remain at * COVID-19 loan deferrals not * Current arrears of $12.6m,
historic low, excluding COVID-19 included in arrears based on down 53% compared to June
related assistance APRA guidelines 2016

AUSWIDE BANK INVESTOR PRESENTATION 2020 17
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Based on the board’s target CAR of 12.5%, excess capital is currently estimated at $7m or
16¢ per share. Finally, ABA’s FY21 outlook remains positive (Figure 8) with targets of
stable NIM (BP forecast 1.99%), 60% CIR (BP forecast 61%) and 10% RONTA (BP
forecast 9.5%). ABA has also maintained its 70-80% target payout ratio in the medium
term (we forecast 50% in FY21 and for this to creep up by 5% p.a. in the medium term).

Figure 7 — Strong capital position to support earnings growth and further IT investment

CAPITAL

STRONG CAPITAL POSITION ENABLES LOAN BOOK GROWTH

* Capital remains strong at 12.95%
and in excess of board target of
12.5%

[ ] * CET1 of 11.09%

Dividends Movementin  Growth Decrease in March 2020
Paid Retained in RWA off-balance  DRP / Other
(1.009%) Earnings (0.89%) sheet 0.14%
(excl. securitisation
Dividend RWAs
Paid) (0.26%)
1.17%

* Capital ratio has reduced from
13.79% at 30 June 2019 as a
result of loan book growth and
suspension of the DRP for FY19
final dividend

* Capital will support above system
loan book growth in H1 FY21

¢ Capital supply drivers will include
Tier 2 subordinated debt
transaction and Dividend
Reinvestment Plan in Q1 FY21

CAR Jun 19
13.79%

CAR Jun 20
12.95%

AUSWIDE BANK INVESTOR PRESENTATION 2020 24

SOURCE: COMPANY DATA

BELL POTTER Page



Auswide Bank (ABA)

27 August 2020

FY21 OUTLOOK

COVID-19

+ COVID-19 recovery plan
completed

+ Continue review of customers
that required support

Establish plans for customers
that require further support
beyond September

Continue to review economic
data, credit policies,
adequacy of provisioning

QLD ECONOMY & RESILIENCE QLD HOUSING MARKET

+ Prior to COVID-19 QLD economy was strong, diversified .
and growing faster than national average

June quarter change in Brisbane dwelling value
-0.9%

* Retail trade showed improvement in June 2020 quarter .
by 0.4%

June quarter change in regional QLD dwelling
value -0.2%

QLD unemployment rate increased to 8.8% in July 2020 Annual change in QLD dwelling values +4%

$6 billion of QLD government initiatives to protect QLD .
jobs, business and health

Reduction in listings is supporting prices

« First home buyer activity in QLD remains robust

+ Economic recovery strategy released by government
+ Building approvals down 10.9% to June 2020

« Agriculture and mining activity remain consistent .
SOURCE: Queensland Treasury, Core Logic

SOURCE: Queensland Treasury

FINANCIAL

TARGETING:

- Cost to Income ratio of 60% = Return on Net Tangible Assets of 10%

« Above system loan growth across home,
personal and business lending

« Targeting a stable trend in NIM
across FY21

AUSWIDE BANK INVESTOR PRESENTATION 2020 29

SOURCE: COMPANY DATA

Table 1 — Variance analysis

Auswide Bank
30 June ($m)

Variance|Comments

Net interest revenue 70.5 68.6 3% Better lending volumes (>system) and NIM

Other income 10.0 10.1 -1% Broadly in line with expectations

Total operating income 80.5 78.7 2%

Operating expenses -50.1 -50.1 0% In line with expectations

Impairment expenses -3.8 -3.3 -15% Impacted by higher COVID-19 overlays

Net profit before income tax 26.5 25.3 5% Positive variance mainly due to better top line

Corporate tax expense -8.0 -7.6 -4% Function of NPBT

Other 0.0 0.0 nm

Investment experience 0.0 0.0 nm

NPAT (statutory basis) 18.5 17.7 5% Positive variance mainly due to better top line

Adjustments 0.0 0.0 nm

NPAT (underlying basis) 18.5 17.7 5% Positive variance mainly due to better top line

DPS (cps) 28 27 1% Broadly in line with expectations

Payout ratio 63% 66% -2%

EPS (underlying basis) (cps) 44 42 5% Positive variance mainly due to better top line

RONTA 9.6% 9.2% 0.4% Positive variance mainly due to better top line

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES

Table 2 — h KPIs
Group KPIs 1H12 2H12 1H13 2H13 1H14 2H14 1H15 2H15 1H16 2H16 1H17 2H17 1H18 2H18 1H19 2H19 1H20 2H20
Total banking income ($m) 324 32.1 29.9 29.2 29.4 28.1 29.8 29.6 315 315 32,9 337 35.1 34.8 36.1 36.0 39.5 40.2
Total operating income ($m) 34.0 35.5 31.1 315 31.2 28.7 30.4 30.6 315 315 32,9 34.4 35.1 35.3 36.4 36.3 39.9 40.6
SAW ($m) 8.1 9.2 10.0 7.5 7.0 11.9 1.9 7.4 8.5 10.5 8.5 10.4 8.5 10.9 9.2 1.4 9.6 12.0
Other operating expenses ($m) 12,5 14.2 13.1 18.4 13.7 6.8 8.8 135 15.2 12.3 13.4 12.0 13.7 1.5 14.4 11.9 15.8 127
Loans ($m) 22304 22303 21975 2231.3 21929 2,226.4 24640 2331.8 24355 2671.5 26759 27775 2807.1 2,910.8 29863 3,131.0 3,216.0  3,266.0
Deposits ($m) 1,563.8 16256 1,678.0 17074 1,753.1  1,743.8 1,827.9 1,852.1 19432 21839 22165 23046 23326 2446.8 2601.0 28026 29728 3,0185
Growth in NIE 9% 5% 7% 0% 2% 3% 4% 3% 3% 8% 6% 7% 9% 4% 1% 6% 1% 12%
Growth in total income -10% 2% 9% 1% 0% 9% 2% 6% 3% 3% 5% 9% 7% 3% 4% 3% 10% 12%
Growth in operating expenses 0% 21% 12% 1% 1% -28% 0% 12% 14% 9% 7% 1% 1% 0% 6% 4% 8% 6%
Growth in PBT before BDD 22% 22% -40% 55% 32% 82% 7% 3% -20% -10% 40% 36% 17% 8% 1% 1% 13% 22%
Growth in loans 1% 2% 1% 0% - - 12% 5% 1% 15% 10% 4% 5% 5% 6% 8% 8% 4%
Growth in deposits 1% 12% 7% 5% 4% 2% 4% 6% 6% 18% 14% 6% 5% 6% 12% 15% 14% 8%
NIM 216%  1.94%  2.04%  1.98%  1.96%  1.94%  2.01%  1.94%  1.98%  1.94%  1.90%  1.89%  1.96%  1.91%  1.88%  1.87%  1.95%  1.99%
Cost ratio 61% 66% 74% 82% 66% 65% 68% 68% 75% 72% 67% 65% 63% 64% 65% 64% 64% 61%
Cost / average assets 1.52%  1.73%  1.73%  1.95%  1.55%  1.41%  1.50%  1.49%  1.71%  1.54%  1.42%  1.41%  1.36%  1.36%  1.39%  1.32%  1.39%  1.31%
Tier 1 capital ratio 128%  11.3%  115%  11.1%  11.4%  11.7%  123%  125%  126%  12.1%  122%  121%  126%  127%  123%  11.8%  11.1%  11.1%
impairment expense / GLA 0.02%  0.02%  0.00%  021%  0.02%  0.02%  0.03%  0.00% -0.07%  0.02%  003%  004%  005%  0.04%  003%  0.05%  0.05%  0.18%
Total provisions + GRCL / GLA 0.15%  0.15%  0.14%  0.20%  0.19%  0.22%  0.17%  0.07%  0.10%  0.19%  0.25%  0.24%  021%  0.26%  021%  0.22%  0.23%  0.29%
RONTA 1.7%  11.6% 7.3% 9.9% 9.8% 9.1% 8.4% 9.2% 8.6% 9.2% 8.6%  10.2% 9.1% 9.8% 9.4% 9.0%  10.1% 9.2%
"Jaws" -10% 20% 20% 22% 1% 19% 2% 5% 1% % 12% 10% 5% 3% 2% 1% 2% 6%
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES
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Price target increased to $5.50, Buy rating unchanged

Statutory NPAT forecasts are materially increased (FY21 +27%, FY22 +18% and FY23
+14%) based on a combination of better top line growth (including stable NIM of 1.99% in
FY21) and ongoing cost discipline targeting 60% CIR. The price target is increased by 7%
to $5.50 and ABA’s Buy rating is unchanged.

Table 3 — Estimate changes

NPAT (statutory) (A$m)
NPAT (underlying) (A$m)
EPS (underlying) (cps)
EPS growth (%)

DPS (cps)

RONTA (%)

1941 27% 19.9
1941 27% 19.9
45 26% 46
2% 17% 3%
23 -4% 26
9.5% 1.8% 9.4%

18% 20.7 14%
18% 20.7 14%
16% 48 1%
-9% 3% -5%
-4% 29 -3%
1.0% 9.3% 0.5%

SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES

Figure 9 — Strategy

3-YEAR STRATEGIC PLAN FY20 - 22

OUR VISION - “The bank that our customers, staff and partners want their friends, family and colleagues to bank with.”

BRAND AWARENESS

*  Building the Auswide Brand through consistent
messaging and enhanced customer service

* Leverage QRL membership base, increase
broker flows and expand community
engagement

* QLD / SEQ key growth opportunity

EFFICIENCY

* Improve efficiencies by automating processes
and simplifying products

* Improve broker service proposition via faster
turnaround times and consistency

* Continue to optimise investment to growth
opportunities / channels

PARTNERSHIPS

Build partnerships that support retail
banking growth across platforms and via member and
community-based organisations

Achieve distribution reach beyond Auswide Bank physical and
digital offerings

Cost effective channels

STRENGTH

strengthen the bank through enhancing staff capabilties,
reducing errors and further developing risk audit processes

Enhance cyber risk resilience and fraud detection capability

Continue to mature diversified funding lines and particularly
customer deposits improving self-funding ratio

Optimise capital efficiency and strength

DIGITAL AND CUSTOMER HUB

* Improve the customer experience through

capable digital implementation

* support customer transition from branch to

digital, drive higher product conversion rates
increasing RONTA

« Rol discipline extending digital solutions that

solve customer and back office challenges

NON-ORGANIC GROWTH

* Reviewing M&A, Fintech and other partnering

opportunities to drive scale.
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27 August 2020

Auswide Bank

Company description

ABA, formerly Wide Bay Australia Ltd, is Australia’s 10" and QLD’s 3 listed bank. The
QLD-based bank has a national omni-channel reach through its QLD branches, a national
ATM and Bank@Post distribution network, and online and digital channels via strategic
relationships such as mortgage brokers. The bank provides an extensive range of
personal and business banking products and services issued directly or in partnership with
leading national service providers.

Board/Management

(1) Professor John Humphrey (Chairman) — Former Senior Partner, Mallesons Stephen
Jacques; (2) Martin Barrett (Managing Director); (3) Bill Schafer (Chief Financial Officer);
(4) Craig Lonergan (Chief Risk Officer); (5) Steve Caville (Chief Information Officer).

Investment strategy

This is largely based on ABA as a challenger regional bank in Central QLD.

Valuation

ABA’s price target is a blended valuation broadly based on the company’s DCF value
(~$5.50 incorporating 11.5% cost of equity, 3% terminal growth rate and 10.0% target
CET1 requirement as opposed to APRA’s 8.5% minimum, 40% weighting), dividend yield
valuation (~$5.00 based on 4.5% required yield, 30% weighting) and PB valuation (~$4.80
based on long term ROE of up to 9.0%, 30% weighting), plus value of surplus capital
(~$0.30). There is no consideration for ABA as a takeover target.

SWOT analysis
Strengths

Experienced management; strong service culture and brand; deep understanding of the
customer base and the nuts and bolts of regional/community banking; irreplaceable branch
network; IT capabilities; and presence in fast growing banking catchment areas.

Weaknesses

Sub-scale and heavily reliant on regional lending pickup; and lack of revenue and regional
diversification.

Opportunities

SME/business banking initiatives; credit growth based on QLD rebuilding opportunities;
efficiency gains through streamlining systems and processes; and M&A opportunities —
e.g. tie up with other sub-scale building societies and credit unions.

Threats

Macroeconomic factors (such as slowing credit growth) and increased competition
specifically from SUN Bank, BEN, BOQ and any of the majors on the domestic front (e.g. in
retail and wholesale banking and wealth management).
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Page 8



Auswide Bank

as at 27 August 2020

ble 4 nancial summary

Share Price (A$)
Market Cap (A$M)

Auswide Bank

As at 27-Aug-20

4.83
205

PROFIT AND LOSS

VALUATION DATA

Y/e June 30 ($m) 2019 2020 2021e 2022e 2023e  Y/e June 30 2019 2020 2021e 2022e 2023e
Net interest revenue 63.2 70.5 72.5 73.1 73.6 NPAT (underlying basis) ($m) 17.2 18.5 19.1 19.9 20.7
Fees and commissions 9.0 9.2 9.3 9.5 9.8  EPS (statutory basis) (¢) 41 44 45 46 48
Total banking income 721 79.7 81.9 82.6 83.4 - Growth -5% 7% 2% 3% 3%
Premium revenue (MRM) 0.0 0.0 0.0 0.0 0.0 EPS (underlying basis) (¢) 41 44 45 46 48
Share of profit of FTSPL 0.0 0.0 0.0 0.0 0.0 - Growth 0% 7% 2% 3% 3%
Other revenue 0.5 0.8 0.5 0.5 0.5 P/ E ratio (times) 11.8 11.0 10.8 10.4 10.1
Sign up payment 0.0 0.0 0.0 0.0 0.0 P / Book ratio (times) 0.9 0.8 0.8 0.8 0.7
Total operating income 72.6 80.5 82.4 83.1 83.9 P / NTA ratio (times) 1.1 1.1 1.0 0.9 0.9
Fees and commissions -10.0 -11.5 -10.8 -11.4 -11.3 Net DPS (¢) 34 28 23 26 29
SAW -20.6 -21.6 -22.0 -22.5 -22.9 Yield 71% 5.7% 4.7% 5.3% 5.9%
Depreciation expense -1.9 -3.3 -3.3 -3.3 -3.3  Franking 100% 100% 100% 100% 100%
Amortisation expense (assume Payout (underlying basis; target 70- o o o o, Yy
aeauisiion n exper $2,(oas, o22) 0.7 07 1.4 14 14 so;.,) (underlying 9 84% 63% 50% 5% 60%
G&A expenses -13.7 -13.0 -12.3 -12.5 -12.7
Underwriting expenses 0.0 0.0 0.1 0.1 01
Other 0.0 0.0 0.0 0.0 0.0 Y/e June 30 2019 2020 2021e 2022e 2023e
Impairment expenses -1.1 -3.8 -5.3 -4.0 -2.7 Risk weighted assets ($m) 1,498.4 1,631.8 1,668.2 1,706.1 1,745.5
Net profit before income tax 24.6 26.5 27.2 28.4 29.6  Average risk weight 43% 45% 45% 45% 45%
Corporate tax expense 7.4 -8.0 -8.2 -8.5 -8.9  Tier 1 ratio 11.8% 1.1% 11.5% 11.9% 12.2%
Other 0.0 0.0 0.0 0.0 0.0  CET1 capital ratio 11.8% 11.1% 11.5% 11.9% 12.2%
NPAT (statutory basis) 17.2 18.5 19.1 19.9 20.7 Total capital ratio 13.8% 13.0% 13.3% 13.7% 14.0%
Adjustments Equity ratio 6.6% 6.4% 6.6% 6.7% 6.8%
- Sign up payment 0.0 0.0 0.0 0.0 0.0
- mpairment expenses/one-ofs 00 00 00 00 00
- One-offs 0.0 0.0 0.0 0.0 0.0 Y/e June 30 2019 2020 2021e 2022e 2023e
NPAT (underlying basis) 17.2 18.5 19.1 19.9 20.7  Return on assets (underlying) 0.5% 0.5% 0.5% 0.5% 0.5%
Return on NTA (underlying) 9.2% 9.6% 9.5% 9.4% 9.3%
CASHFLOW Leverage ratio 5.0% 4.8% 5.0% 5.2% 5.3%
Y/e June 30 ($m) 2019 2020 2021e 2022e 2023e Net interest margin 1.87% 1.97% 1.99% 1.96% 1.93%
NPAT (statutory basis) 17.2 18.5 19.1 19.9 20.7  Cost/ income ratio 65% 62% 61% 61% 62%
Cost / average assets 1.33% 1.33% 1.30% 1.29% 1.28%
Increase in loans -221.0 -132.4 -49.4 -49.6 -50.3 Growth in operating income 3% 1% 2% 1% 1%
Increase in other assets -15.5 -45.1 -32.2 -34.8 -37.7  Growth in operating expenses 5% 7% 1% 2% 2%
Capital expenditure 1.2 -7.0 0.0 0.0 0.0 Jaws -2% 4% 3% -1% -1%
Investing cashflow -235.3 -184.5 -81.6 -84.4 -88.0  Effective tax rate 30% 30% 30% 30% 30%
Increase in deposits & borrowings 355.8 215.9 90.6 93.3 96.1
Increase in other liabilities -104.4 -33.4 -20.9 -20.5 -19.4  Y/e June 30 2019 2020 2021e 2022e 2023e
Ordinary equity raised 0.0 0.0 0.0 0.0 0.0  Impairment expense / GLA 0.04% 0.12% 0.16% 0.12% 0.08%
Other -15.3 -14.4 <741 -8.3 -9.4 Impairment expense / RWA 0.08% 0.24% 0.32% 0.24% 0.16%
Financing cashflow 236.1 168.1 62.5 64.5 67.3  Total provisions + GRCL ($m) 6.9 9.5 9.1 9.3 9.5
Total provisions + GRCL / RWA 0.46% 0.58% 0.55% 0.55% 0.55%
Net change in cash 18.0 21 0.0 0.0 0.0  Total provisions + GRCL / loans 0.22% 0.29% 0.27% 0.28% 0.28%
Cash at end of period 104.4 106.5 106.5 106.5 106.5 Indiv ass prov/ gross imp assets 0% 0% 0% 0% 0%
IBL/ IEA 97% 98% 97% 97% 97%
Y/e June 30 ($m) 2019 2020 2021e 2022e pO-< S INTERIMIS
Cash and liquid assets 104.4 106.5 106.5 106.5 106.5 1H19 2H19 1H20 2H20 1H21e
Divisional gross loans 3,131.0 3,266.0 3,315.0  3,364.7 3,415.2  Net interest revenue 31.1 32.1 34.5 36.0 36.1
Provisions 4.5 =71 6.7 -6.8 -7.0 Fees and commissions 5.0 4.0 5.0 4.2 4.6
Other gross loans / inter div. -40.4 -563.1 -53.1 -53.1 -53.1 Total banking income 36.1 36.0 39.5 40.2 40.7
Other IEA 338.1 394.6 426.8 461.6 499.2 Premium revenue (MRM) 0.0 0.0 0.0 0.0 0.0
Intangibles 48.1 47.6 47.6 47.6 47.6  Share of profit of FTSPL 0.0 0.0 0.0 0.0 0.0
PP&E 14.4 21.4 21.4 21.4 21.4 Other revenue 0.3 0.3 0.4 0.4 0.3
Insurance assets 0.0 0.0 0.0 0.0 0.0 Sign up payment 0.0 0.0 0.0 0.0 0.0
Other assets 12.3 13.7 13.7 13.7 13.7  Total operating income 36.4 36.3 39.9 40.6 41.0
Total assets 3,603.4 3,789.5 3,871.1 3,955.5 4,043.5 Fees and commissions -4.5 -5.5 -5.0 -6.5 -5.4
SAW 9.2 -11.4 -9.6 -12.0 -9.8
Divisional deposits 2,802.6 3,018.5 3,109.1 3,202.3 3,298.4 Depreciation expense -1.1 -0.8 2.5 -0.8 2.5
Other borrowings 5184 4985 4776 4571 4377 :‘g’;ﬁgﬁ;‘2:\020‘2’;260'?;2%22?92;) 0.7 0.0 0.0 0.7 0.7
Other liabilities 43.9 30.4 30.4 30.4 30.4  G&A expenses -7.5 -6.2 -8.2 -4.8 -7.8
Total liabilities 3,364.9 3,547.4 3,617.1 3,689.8 3,766.5 Underwriting expenses -0.6 0.6 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0
Ordinary share capital 191.9 193.3 195.0 197.0 199.3 Impairment expenses -0.4 -0.8 -0.8 -3.0 -2.6
Other equity instruments 0.0 0.0 0.0 0.0 0.0 Net profit before income tax 12.4 12.3 13.6 12.9 121
Reserves 12.8 12.0 12.0 12.0 12.0  Corporate tax expense -3.7 -3.8 -4.0 -4.0 -3.6
GRCL 2.4 2.4 2.4 2.5 2.6 Other 0.0 0.0 0.0 0.0 0.0
Retained profits 31.4 34.3 44.5 54.1 63.0
Minority interests 0.0 0.0 0.0 0.0 0.0  NPAT (statutory basis) 8.7 8.5 9.6 8.9 8.5
Total shareholders' equity 238.5 242.0 254.0 265.7 277.0  Adjustments 0.0 0.0 0.0 0.0 0.0
- Sign up payment 0.0 0.0 0.0 0.0 0.0
Total sh. equity & liabs. 3,603.4 3,789.5 3,871.1 3,955.5 4,043.5 - Impairment expenses/one-offs 0.0 0.0 0.0 0.0 0.0
- One-offs 0.0 0.0 0.0 0.0 0.0
WANOS - statutory (m) 42.2 42.2 42,5 429 43.3 NPAT (underlying basis) 8.7 8.5 9.6 8.9 8.5
WANOS - normalised (m) 42.2 42.2 42.5 42.9 43.3
ROE 7.3% 7.7% 7.7% 7.7% 7.6%
SOURCE: BELL POTTER SECURITIES ESTIMATES
L
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:

For Bell Potter's Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website:

https:/www.bellpotter.com.au/research-independence-policy/

Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

T S Lim, authoring analyst, holds a long position in ABA.
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Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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