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Long-established regional bank based in
Bundaberg Queensland providing home loans,
personal loans and credit cards.

1H22 Results

Highlights (Page 2 & Page 3)

Underlying NPAT: $13.1m (+14% pcp).

Interim dividend: 21cps (1H21:19cps), payout
ratio of 70% (1H21:70%) - equates to
annualised yield of 6%+.

Net Interest Margin (NIM): 1.99% (1H21:2.01%)
with only 1bp shed vs FY21. 1H21 exit NIM of
1.97% cited.

Cost to Income (CTI): 59.1% (1H21: 59.6%).
Loan loss provision expense: Neg $0.4m
(1H21:50.7m) — provision reversal in 1H22 with
loan arrears at historical lows. ABA retained a
S$1m Covid19 loan loss overlay provision.

Outlook (Page 4)

Guidance: No numerical guidance for FY22.

Targets: 1) ROE to remain above 10%; 2) CTI to
remain below 60%; 3) Continue managing the
balance between loan growth and NIM; and 4)
Maintain above system loan growth, focus on
brokers, private banking and partnerships.

M&A: ABA starting to hear noises around
potential for further industry M&A, with sub
S1bn loan book mutuals struggling to build
capital to invest in IT.

Our view

28 February 2022

Overall: Very strong result, has found the
balance between NIM management and
loan/earnings growth. Multi-year targets
around CTl and ROE have been achieved.

From here: Management has proven its
capacity to oversee a much larger entity,
although acquisitions have been hard to find.
Growth and yield appeal remain.
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1H22 Result

Share Price

Market Cap
Book Value
P/E Ratio' 11.5x
P/B Ratio 1.1x
Dividend Yield? 6%

1 - Based on 8% system growth of interest earning assets (*Henslow research).
2 - Based on annualised 1H22 interim dividend.

Sensitivity (Page 6)

FY22 NPAT sensitivity analysis is based upon
annualised rates of growth in ABA’s average
interest earning assets (loan book) vs. 2H22 CTI
scenarios — ABA expects to achieve above system
loan growth in FY22 (which is now c8%).

+4% +6% +8% +10%

Avg Interest Earning Assets (ASm)
CWIHN 4,244 4,286 4,327 4,369
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Record half-yearly result in 1H22 achieved at bottom of the interest rate cycle

Profit & Loss
(A$m)

Interest Income
Interest Expense

1H21 1H22 %
57.0 534 -6%
18.8 12.1  -36%

Net Interest Revenue

383 413 8%

Non-Interest Income

5.2 6.8 30%

Total Net Revenue

43.5 48.1 11%

Operating Expenses

Loan Impairment Expense

263 288  10%
07 (04) n/

Net Profit Before Tax

16.5 19.7 19%

Income Tax Expense

5.0 6.0 19%

Reported NPAT

11.5 13.7 19%

Norm. Adj (Post Tax)

00 (06) n/a

Normalised NPAT

115 131  14%

Ratios %

Net Loan Growth % pcp
Net Interest Margin %
Net Revenue Growth %
Opex Growth % - Ex Imp
Cost To Income Ratio %
Effective Tax Rate %

9.2% 8.1%
2.01%  1.99%
10.0%  10.6%
3.4% 9.7%
59.6%  59.1%
30.4%  30.3%
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Underlying NPAT: $13.1m (+14% pcp).

Interim dividend: 21cps (1H21:19¢cps) with payout
ratio of 70% (1H21:70%) — equates to an
annualised yield of 6%.

Net Interest revenue: Growth in net interest
revenue (+8% pcp) due to growth in loan book.
Importantly, ABA has maintained the decline in
interest income at a slower rate than funding
costs.

Non interest Income: $6.8m (+30% pcp) although
this included a $1.3m refund of under-claimed
tax. Without this one-off item, ABA still citing
strong growth c5% pcp, in an industry where fee
trends have declined post the Royal Commission.

Net Interest Margin (NIM): 1.99% (1H21:2.01%)
with only 1bp shed versus FY21. 1H21 exit NIM of
1.97% cited. ABA looks well placed to benefit in
interest rate rises, with not needing to recover
lost NIM. ABA’s greatest current NIM pressure is
at the front of their book due to competition in
lieu of funding costs.

Cost to Income (CTI): 59.1% (1H21:59.6%) based
upon statutory accounts. Excluding the $1.3m
one-off tax credit in non-interest income the CTI
was still sub 60%.

Loan loss provision expense: Neg $0.4m
(1H21:50.7m) — provision reversal in 1H22, as loan
arrears are at historical lows. Nonetheless, ABA
has retained a previous $1m Covid19 loan loss
overlay provision due to economic uncertainty.
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Balance Sheet research

Balance sheet emphasises ABA as a deposit funded home loan bank

Balance Sheet * Loan book: $3.75bn, currently at an annualised growth of
8.7% (1.2 times system). 10.1% annualised growth in 1H22
(ASm) FY21 1H22 for its home loan lending, accounting for 96% of the book.
Cash 13 11, Geographic mix: Very strong broker flows, which
Due From Other Fin. Inst. 13 13 continues to increase the book weighting towards NSW
Financial Assets 399 379 and Victoria, annualised loan growth of 13%+ in both
Loans & Advances 3555 3718 states for 1H22. At 1H22 30% of ABA’s loan book is
Other Investments 1 1 outside of Queensland compared to 21% in FY16.
PP&E 21 21 . Business lending: Continues to be de-emphasised by ABA,
Deferred Tax Assets 3 00 in pursuant of their FY21 strategy — at 1H22 business loans
Other Assets 3 8 only accounted for 2% of the book.
Goodwill 49 46 . professional Services Lending: ABA’s recent focus on
Total Assets 4156 4357 HNW professional service customers, through partnership
Deps & Short Term Borrowings 3349 3568 referrals, continues to grow at pace with the book at
Due To Other Fin. Inst. 151 151 $292m (FY21:5220m).
Payables & Other Liabilities 19 16 . customer deposits: $3.05bn, currently at an annualised
Securitised Loans 334 306 growth of 7.9%. Deposits equates to 75% of total funding
Income Tax Payable 0.0 2 (FY21:75.7%). Deposits to net loans at 1H22 is 96%
Deferred Tax Liability 1 0 (FY21:94%) which underlines ABA’s position as a deposit
Provisions 4 4 funded home loan provider.
Subordinated Loans 42 42 - Other funding: ABA continues to reduce its reliance on
Total Liabilities 3899 4088 more expensive securitisation funding, down to 7.5% from
Net Assets 257 269 almost 20% in FY16. The RBA Covid19 concession funding
Contributed equity 195 198 facility accounted for 3.7% of total funding at 1H22.
Reserves 16 21 ° Provisioning: Loan provisions to total loans at 1H22 is
Accumulated losses 46 51 0.22% (FY21:0.25%) following provision release in 1H22.
Equity 256.5 269.3 ABA has retained its $1m Covid19 overlay loss provisions,
Deposits/Net Loans % 94%  96% due to economic uncertainty. Loans in arrears at an
Capital Adequacy Ratio % 13.3% 13.2% historical low, at 0.2% of total loans vs 0.39% at 1H19

(pre-Covid19).

¢ Capital adequacy ratio: 13.2% (FY21:13.3%). DRP retained
in respect of the 1H22 distribution with a 2.5% discount.

Loan Book & Customer Deposits (ASm)
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Outlook research

ABA’s aim is to continue growing book above system whilst maintaining NIM and
cost ratios

* Guidance: No numerical guidance for FY22 as is normal.

* Targets: 1) ROE to remain above 10%; 2) CTI to remain below 60% - ABA flagging today that a ratio of
57% is achievable in the future; 3) continuing to manage the balance between loan growth and NIM; and
4) maintain above system loan growth with focus on private banking and partnerships.

* Digital strategy: 1) Acquisition of business through partners such as mortgage brokers; 2) Enhance
customer choice; 3) Digital uplift in terms of customer usage; and 4) Increased automation such as
robotics.

Cost to income & 1HFY ROE

66% 12%

.......................................................................................................................... 10%
8%
6%
4%
2%
0%

63%

60%  wereeen

57%
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Loans & Advances Balance (Sm)
63 54
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FY18 FY19 FY20 FyY21 1H22
W Housing M Business Consumer

Loan Book Distribution

% Loan Book
1H21 2H22 Growth 1H21 2H22

SE Qld 1304 1446 11.0% 38.0% 39.0%
Other QLD 1143 1149 0.5% 33.4% 31.0%
NSW 460 524 13.8% 13.4% 14.1%
VIC 320 362 13.3% 9.3% 9.8%
Other AUS 199 225 12.6% 5.8% 6.1%
Total 3427 3706 8.1% 100.0% 100.0%
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Sensitivity Analysis research

ABA’s key drivers remain as loan-book growth, NIM and costs

Sensitivity analysis is based upon various annualised rates of ABA’s growth in average interest earning
assets (loan book) vs. 2H22 CTI scenarios — ABA expects to achieve above system loan growth in FY22
(which is now 8%+) which would likely see a similar/stronger profit in 2H22 than 1H22 on an underlying
basis — Noting this excludes the potential loan loss provision reversals in 2H22.

Assumptions
* Net interest margin remain stable at 1.99%, as attained in 1H22.
* Cost to income ratio for FY22 modelled around 60%, at 1H22 levels.

* Bad debt expense at 2% of average interest bearing assets in FY22 (in line with history) despite a
provision reversal in 1H22.

* Tax rate of 30%.

Annualised Growth In Interest Earning Assets v 1H22 %
+4% +6% +8% +10%
Average Interest Earning Assets (ASm)
4,244 4,286 4,327 4,369

* 4% increase in annualised Interest Earning Assets:

- NPAT $0.3.
« 1% decrease of Cost to Income Ratio:
- NPAT P $0.7m.
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Disclaimer research

For Wholesale or Professional Investors Only

This Research has been prepared and issued by Henslow Pty Ltd and remains the property of Henslow Pty Ltd. No material contained in
this Research may be reproduced or distributed, except as allowed by the Copyright Act, without the prior written approval of Henslow Pty
Ltd.

This report has been prepared and issued (in Australia) by Henslow Pty Ltd (ABN 38 605 393 137) (AFS Licence No. 483168) and is subject to
the disclosures and restrictions set out below. Consistent with the AFSL under which Henslow operates, this report has been prepared for
“Sophisticated” or “Wholesale” Investors as defined in the Corporations Act 2001 (Cth) (“Corporations Act”). This report is not to be
provided to, and is not made available to, Retail Investors. All references to currency or $ are in Australian dollars unless otherwise noted.

Analyst Certification

The research analyst(s) identified in this report individually certify that in respect of each security or issuer that the research analyst covers
that: this report accurately reflects his or her personal views about any and all of the subject issuer(s) or securities; and no part of the
research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or views expressed by the
research analyst(s) in this report.

General Disclosure

Henslow Pty Ltd and its associates (as defined in Chapter 1 of the Corporations Act), officers, directors, employees and agents, from time to
time, may own or have positions in securities of the company(ies) covered in this report (“Company”) and may trade in the securities
mentioned either as principal or agent or may be materially interested in such securities.

Henslow Pty Ltd does and seeks to do business with Companies covered in its research reports. As a result, investors should be aware that
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single
factor in making their investment decision. Investors should seek their own separate advice before making any decision to invest in any
business which has been the subject of a research report. Investors should also be aware that during the past 12 months, Henslow Pty Ltd
may have received compensation for financial and advisory services from the company.

Disclaimer & Warning

This report may contain general advice or recommendations which, while believed to be accurate at the time of publication, are not
appropriate for all persons or accounts. This report does not purport to contain all the information that a prospective investor may require.
Before making an investment or trading decision, the recipient must consider market developments subsequent to the date of this
document, and whether the advice is appropriate in light of his or her financial circumstances or seek further advice on its appropriateness
or should form his/her own independent view given the person’s investment objectives, financial situation and particular needs regarding
any securities or Financial Products mentioned herein. If appropriate, the recipient may also consider seeking independent professional
financial, investment, legal and taxation advice. Information in this document has been obtained from sources believed to be true but
neither Henslow nor its associates make any recommendation or warranty concerning the Financial Products or the accuracy, or reliability or
completeness of the information or the performance of the companies referred to in this document. Contact with the Company has been
made during the preparation of this report for assistance with the verification of facts.

Past performance is not a reliable indicator of future performance. Henslow does not guarantee the performance of any company (ies)
covered in this report. Any information in this report relating to any historical performance should not be taken as an indication of future
performance or future value. This document is not an offer, invitation, solicitation or recommendation with respect to the subscription for,
purchase or sale of any Financial Product, and neither this document or anything in it shall form the basis of any contract or commitment.
Although every attempt has been made to verify the accuracy of the information contained in the document, liability for any errors or
omissions (except any statutory liability which cannot be excluded) is specifically excluded by Henslow, its associates, officers, directors,
employees and agents. This report may include estimates, projections or expectations which otherwise constitute a forward looking
statement. Any forward looking statements in this report are provided on a reasonable basis but are subject to a number of both known and
unknown risk factors and Henslow does not guarantee (explicitly or implicitly) any such forward looking statement, or any particular
outcome whatsoever. The securities of such company (ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

Analysts’ Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of the analyst(s) research, client evaluation feedback, independent survey rankings and overall
firm revenues, which include revenues from, among other business units and corporate finance.

Other International Investors: This document is not intended to be issued in any jurisdiction in which it would not be lawful to do so.
International investors outside the US, UK, UAE or Canada are encouraged to contact their local regulatory authorities to determine whether
any restrictions apply to their ability to purchase this investment and should seek their own advice prior to making any investment decision.

Recipient Representations/Warranties: By accepting this report, the recipient represents and warrants that he or she is entitled to receive
such report in accordance with the restrictions set out in this document and in the jurisdiction in which the recipient receives this report,
and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law.

Copyright Henslow Pty Ltd
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