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29 Aug 2022 FY22 Result

Long-established regional bank based in Share Price
Bundaberg Queensland providing home loans,

personal loans and credit cards. Market Cap
Book Value
FY22 Price to Book 1.05x
FY22 Result & Outlook
(A$m) FY22A | FY23F  FY24F
FY22 Result Net Revenue 94.4 1017 1106
« Underlying NPAT/Dividend: $25.0m (+3.3% NPAT 26.1 27.0 30.6

pcp) with 2H22 DPS of 21cps making a total of
42cps for FY22 (FY21: 40cps), payout ratio
based upon Statutory NPAT of 70% (FY21: 71%).

Net Loan Growth % pcp 7.7% i 10.3% 8.2%
Net Interest Margin % 1.94% E 2.02% 2.04%

+ Revenue vs Expenses: Revenue of $94.4m Diluted EPS (cps) 578 63.1 71.5
(+6.7% pcp) vs OPEX (ex-credit charges) of DPsS (cps) 42.0 44.0 50.0
§57.7m (+8.3% pcp), expenses featuring an PE 11.3x 11.0x 9.7x
increase in employee costs to $23.9m (+6.3% DY 6.2% 6.5% 7.4%
pcp). Cost to income ratio of 61.1% (FY21: Please note the debut of Henslow 2-year earnings forecasts for ABA.
60.1%). Henslow Ltd is acting as underwriter of Auswide Bank’s 2H22 Dividend

Reinvestment Plan.

+ Loan book: Gross loan book of $3.86bn

representing annualised growth of 7.3% pcp NIM (bp) Dec 21 Half Jun 22 Half FY22 NIM

(0.9X system). Auswide il -5 1.94%

* Net Interest margin (NIM): Declined 6bp in MyState 17 12 1.67%
FY22 to 1.94% (FY21: 2.00%) with a decline of Bank 1 5 1.93%
5bp in 2H22 attributed to a rise in funding costs suncorp Ban ) ) -93%
and lower front book yields due to competition. AMP Bank -18 -21 1.32%

Outlook Bendigo Bank -12 -5 1.74%

« FY23: ABA targeting: 1) Loan book growth of CBA -17 -5 1.87%
1.5-2X system growth in 1H23 following above
system loan book growth for 1Q23; and 2) NIM Share Price
trending above 2% in 1H23, driven by RBA cash & _
rate increases and loan re-pricing. 3 . Volume ~———Share Price o %

Our view s . é

s $7

* The plan: ABA has taken a deliberate decision & -
to slow loan growth in 2H22 to preserve NIM $6
and simultaneously reinvest in the business. As s5 o1
such its 2H22 NIM decline has been significantly

S4

less than peers. This places ABA in a very strong
position to benefit from rising interest rates and 3
participate in the looming industry-wide

i . . . 2 0.0
refinancing from fixed to variable loans. >

Aug-20 Feb-21 Aug-21 Feb-22 Aug-22
Source: CaplQ
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Outlook, Our View & Loan Book research

ABA in strong position to benefit from rising interest rates

Outlook
* FY23: No numerical guidance as is normal. ABA targeting:

-~ Loan book: Growth in the range of 1.5-2X system growth in 1H23, following above system loan book
growth for 1Q23. ABA noting that FY23 has started with record loan origination volumes, it being a net
beneficiary of the active refinancing market.

- Net Interest margin: trending above 2% in 1H23, driven by RBA cash rate increases and associated re-
pricing. ABA noting that NIM has already trended back to c2% thus far in FY23.

- Industry loan refinancing: ABA flagging the opportunity from industry-wide mortgage refinancing as
fixed rate loans mature into higher rate variable products.

- Credit quality: ABA starting FY23 with loan arrears at an historical low. $0.5m of previous Covid19
credit overlay provision retained due to economic uncertainty.

-~ OPEX: Continue to invest in technology with focus on end-to-end loan processing.
-~ ROE: Annualised ROE in 1H23 expected to be in 9.5% - 10.0% range.

Our View

« Overall: A weaker 2H22 result than the very strong 1H22 result which increased underlying NPAT by 14%
pcp. We attribute this to a combination of weaker NIM in 2H22 and increased investment. In response to
elevated industry funding costs in 2H22, ABA has taken a conscious decision to restrict loan growth in
2H22 to preserve NIM with loan growth contracting from 1.2X system at 1H22 to 0.9X at FY22. This
strategy compares starkly to a number of competitors, which have chased loan growth at the expense of
NIM. ABA now looks well placed to resume higher lending growth with a strong starting NIM which will
be enhanced by re-pricing as per NIM guidance for 1H23. Decision to underwrite 2H22 dividend reflects
confidence in growth.

Loan Book

+ Loan book: Gross loan book of $3.86bn representing annualised growth of 7.3% pcp (0.9X system) with
the home loan book of $3.72bn (+8.3% pcp) which was nominally above system. ABA now has 30.4% of
its loan book outside of Queensland (FY21: 28.8%). A double-digit loan growth was achieved in all eastern
states with NSW (+11.5% pcp) and Victoria (+13.8% pcp) driven by private bank and broker distribution.

BmHousing ~ Business M Consumer Loans & Advances Balance (ASm) 53
63

FY18 FY19 FY20 FY21 FY22
Gross Loan Book (ASm)

Loan Book % Loan Book

12% FY21 FY22  Growth FY21 FY22
SE Qld 10.5% 38.7% 39.7%
6% Other QLD NN 1139 -1.0% 32.5% 29.9%
508 566 11.4% 14.3% 14.8%
362 412 13.8% 10.2% 10.8%
152 183 20.8% 4.3% 4.8%
3543 3815 7.7% 100.0% 100.0%
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2,945 3,131
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FY22 Results & Forecast researc

NIM preservation versus peers has been a key feature of FY22.

Profit & Loss

(A$m) FY20A FY21A FY22A!FY23F FY24F

Interest Income 126.3 111.0 106.0 ! 116.1 127.6

Interest Expense (55.7) (32.8) (23.9)(27.6) (30.8) Und.NPAT (A$m) vs Payout Ratio

Net Interest Revenue 70.5 78.2 82.0 | 885 96.8 3 90%
Non Interest Income 10,0 104 124 i 13.2 138

Total Net Revenue 80.5 88.5 94.4 :101.7 110.6

Opex (50.1) (53.2) (57.7)5(62.3) (66.0)

Loan Impairment (3.8) (0.6) 0.7 i (0.8) (0.9)

NPBT 265 347 375386 43.7 15 45%
Income Tax (8.0) (10.5) (11.4) i (11.6) (13.1)

NPAT 185 242 26.1 | 27.0 30.6

Adjustments (Post Tax) 1.6 - (1.2) i - -

Und. NPAT 20.1 24.2 25.0 i 27.0 30.6 17.1 17.2 20.1 24.2 25.0

Net Loan Growth % pcp 4% 11% 8% | 10% 8% O 0%
NIMY% (ex Int Free Assets)  1.97% 2.00% 1.94% ' 2.02% 2.04% FYig Ryl P20 FY2l o Fv22

Cost To Income Ratio % 62.3% 60.1% 61.1%561.2% 59.7% mmmm Und. NPAT == Payout Ratio
Diluted EPS (cps) 476 568 578 63.1 71.5

DPS (cps) 27.8 40.0 42.0 44.0 50.0

+ Underlying NPAT/Dividend: $25.0m (+3.3% pcp) with 2H22 DPS of 21cps making a total of 42cps for FY22
(FY21: 40cps),payout ratio based upon Statutory NPAT of 70% (FY21: 71%) at the lower end of Board
target range of 70-80%.

- Revenue vs Expenses: Revenue of $94.4m (+6.7% pcp) versus OPEX (ex-credit charges) of $57.7m (+8.3%
pcp), with expenses featuring an increase in employee costs to $23.9m (+6.3% pcp) and $120k in costs
associated with an M&A transaction which did not proceed. Additional headcount spend was in
Risk/Compliance and IT. Cost to income ratio of 61.1% (FY21: 60.1%). Cost to income ratio of 61.1%
(FY21: 60.1%).

* Net Interest margin (NIM): Declined 6bp in FY22 to 1.94% (FY21: 2.00%) with a decline of 5bp in 2H22
attributed to a rise in funding costs and lower front book yields due to competition.

« Credit quality: Loan book arrears fell for the 4th consecutive half to a record low of 0.18% of book (FY21:
0.25%). As such ABA reduced credit loss provisions in FY22 by $714k ($314k in 2H22) with the Covid19
overlay provision of $1.0m reduced to $0.5m.

5 0.73% 0.68% Credit Quality (ASm)

0
Jun-17 Dec-17 Jun-18 Dec-18 Jun-19 Dec-19 Jun-20 Dec-20 Jun-21 Dec-21 FY22
s Over 90 days past due 60-90 days past due [ 30-60 days past due e Arrears as % of loan book
29 August 2022 Henslow Pty Ltd | AFSL 483168 3

For Wholesale or Professional Investors Only



Balance Sheet & Cash Flow

henslow

research

Capital ratio of 12.9% remains comfortably above ABA Board target of 12.50%.

Balance Sheet Cash Flow

(ASm) Fy21 FY22 (ASm) FY21 FY22
Cash 112.6 178.5 Interest Received 111.1 105.4
Due From Other Financial Institutions  12.8 11.8 Borrowing Costs (36.6) (24.8)
Financial Assets 398.8 412.1 Other Non Interest Income 10.2 14.0
Loans & Advances 3,555.0 3,827.6 Suppliers & Employees (50.6) (39.7)
Other Investments 1.4 1.4 Income Tax (4.9) (10.7)
Property, Plant & Equipment 21.3 20.6 Net Operating 29.2 44.2
Deferred Tax Assets 2.8 - Investment Securities (20.7) (13.2)
Other Assets 3.1 3.4 Amounts Due/From Financial Institutions 3.5 1.0
Goodwill 47.8 49.2 Loans (349.9) (271.1)
Total Assets 4,155.8 4,504.6 Other Investments (0.0) (0.0)
Deposits & Short Term Borrowings 3,349.3 3,617.3 Payment for PP&E (2.9) (2.7)
Due To Other Financial Institutions 150.8 150.8 Net Investing (369.0) (286.0)
Payables & Other Liabilities 18.7 33.1 Borrowings 430.3 266.6
Securitised Loans 333.7 370.8 Movement in Subordinated Loans 14.0 -
Income Tax Payable - 0.6 Amounts Due/From Financial Institutions (87.7) 54.5
Deferred Tax Liability 1.2 3.9 Capital Raised (0.1) 11
Provisions 3.6 4.0 Dividends Paid (10.6) (14.4)
Subordinated Loans 42.0 42.0 Net Financing 345.9 307.7
Total Liabilities 3,899.2 4,2225 Net change 6.1 65.9
Net Assets 256.5 282.1 Cash at beginning 106.5 112.6
Contributed equity 195.2 199.8 Cash at end 112.6 178.5
Reserves 15.5 28.4 + Funding mix: ABA remains a retail deposit bank
Accumulated losses 458 538 accounting for 73% of total funding at FY22.
Equity 256.5  282.1 Repayment of concessional RBA Term Finance

Facility related to Covid19 will be 4Q23.

- Capital: Total capital ratio of 12.9% (FY21: 13.31%) remains unquestionably strong in terms of APRA’s
requirements (8%). Reduction from FY21 primarily due to loan book growth and dividend payments offset
by retained earnings. ABA intends to fully underwrite its 2H22 dividend to position for further growth.

4,500 - Funding Mix
4,000 H 151
50
3,500 A —og 334
3,000
2,500
2,000
1,500
FY18 FY19 FY20 FY21
B Customer Deposits B NCDs

Securitisation M Subordinated Debt
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151

371
200

FY22

Capital Adequacy

16%

13.3%

12.9%

8%

0%

FY18 FY19 FY20 FY22

Fy21

Senior unsecured FRNs

N ABA === APRA

RBA Term Funding Facility
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Sensitivity Analysis

henslow
research

Further rises in the RBA cash rate could provide further earnings upside.

Overview: Table below shows NPAT against average interest earning assets (loan book) and Cost to
Income ratio scenarios.

The Base: FY22 Underlying NPAT of $25m, Average Interest Earning Assets of $4,230m and a cost to
income ratio of 61%. We have increased average earning assets in 2% increments, between 2% to 10%.
ABA expects to achieve 1.5X — 2X above system loan book growth in 1H23, this following above system
loan book growth in 1Q23.

Potential upside: 1) Further rises in the RBA cash rate and associated re-pricing could fuel further
earnings growth subject to competitive forces; 2) Whilst we except industry system loan growth to slow
into FY23 as house prices have receded from a Covid19 peak, the industry-wide shift from fixed to
variable rate loans through refinancing could create opportunity for ABA; and 3) Our sensitivity analysis
excludes the potential for further loan loss provision reversals in FY23.

Assumptions

Net interest margin: Assumption of 1.98% excluding the benefit of interest-free liabilities, which typically
runs at 4bp. (FY22: 1.94%). ABA expecting NIM trending above 2% (including free fund benefit) in 1H23
with RBA cash rate increases and associated re-pricing in to support NIM into FY23.

Bad debt expense: At 2bp of the average interest bearing assets in FY22 (in line with history).
Tax rate: Assumed at 30%, which is consistent with history.

Dividends: Payout ratio of 70% of EPS assumed after adjusting for the underwritten DRP from 2H22.
Utilising a diluted weighted average share on issue of 43.2m

+2% +4% +6% +8% +10%

Average Interest Earning Assets (ASm)

4,484 4,569 4,653

* 2% increase in Interest Earning Assets:

o
E 25.2 25.7 26.2 26.7 — NPAT 1 approx. $0.5m.
% 254 25.9 26.4 26.9 27.4 g » 1% decrease in Cost to Income Ratio:
g 61%  26.1 266 272 277 282 ?_5 ~ NPAT 1 approx. $0.7m.
; 60% 26.8 27.3 27.9 28.4 28.9 ;
g 59% 27.5 28.0 28.6 29.1 29.7
+2% +4% +6% +8% +10%
Average Interest Earning Assets (m)
© s * 2% increase in Interest Earning Assets:
2 e e . ~ Dividend Yield 1 approx. 0.12%
% 6.11% 6.23% 6.35% 6.47%  6.59% E * 1% decrease in Cost to Income Ratio:
g 61%  6.27% 6.40% 652% 6.64%  6.76% E - Dividend Yield 1 approx. 0.17%
§ GO 6.44% 6.56% 6.69% 6.82%  6.94% é
g Il 6.60% 6.73% 6.86% 6.99% 7.12% °
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Comparable Valuation research

ABA trades at a discount to direct listed peer MYS despite superior profit growth.

FY23F P/E vs P/B

3x [Bubble size represents Market Capitalisation

2Xx
v
o
o
[oa)
o
=
9}
Q
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1x MYS

BOQ BEN
Ox
0x 5x 10x 15x 20x
FY23F PE
Source: Cap 1Q & Henslow Analysis and Forecast
NPAT PE Price / Book

Company name FY21A FY22A/F FY23F FY21A FY22A/F FY23F

ASX Peers

ANZ Q::giga&'\'ew $22.44 66,995 | 6,162 6248 6629 | 109x 10.7x 10.1x | 1.0x 1iIx | 6.3%
BEN Bendigo and Adelaide  $8.87 4,958 | 524 487 485 | 95x  102x 10.2x | 0.7x  1.0x | 5.9%
BOQ Bank of Queensland $6.91 4,456 368 521 516 12.1x 8.5x 8.6x 0.7x 0.8x 6.2%
CBA Commonwealth Bank  $96.28 163,500| 10,181 10,771 9,815 | 16.1x 15.2x 16.7x | 2.2x  2.5x | 3.9%
NAB National Australia Bank $29.84 94,296 | 6,364 7,032 7,610 | 14.8x 13.4x 12.4x | 16x  17x | 4.8%
WBC Westpac $21.27 74,361 | 5458 5368 6901 | 13.6x 13.9x 10.8x | 11x  12x | 5.6%

MYS MyState $4.22 447 36 32 34 12.3x 14.0x 13.1x 1.0x 1.3x 5.6%

Mean 12.7x 12.3x 11.7x 1.2x 1.4x 5.5%

ABA Auswide Bank Ltd $6.80 296.0 24 26 27 12.3x 11.3x 11.0x 1.0x 1.3x 6.2%
Source: Cap 1Q & Henslow Analysis and Forecast Premium/(Discount) to Mean  (4%) (8%) (6%) (12%) (8%) 14%
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Disclaimer research
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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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