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Gradyal Increase in net interest
margins forecast.
NEED TO KNOW

1H24 net interest margin (NIM) of 150 basis points (bp)
— Forecast 5.8% loan book growth ($250m) in 2H24.

— $1.0bn of fixed rate loans to roll off in CY2024 ($439m
in 2H24) with a potential 300 bp pricing benefit.

— Interim dividend cut from $0.22 cents per share (cps) in
1H23 to $0.11 cps.

NIM fell to 150 bp from 188 bp in FY23. ABA had already guided the market to
a weaker 1H in November 2023 where it noted NIM had fallen to 152 bp in the
first four months of the quarter. Pleasingly the NIM recovered in the last two
months of CY2023.

Costs remain flat but given the NIM impacts noted above the cost to
income ratio (CTI) blew out to 74.5%. While ABA has kept operating expenses
tightly controlled (flat on the previous comparable period (pcp)) the substantial
drop in net interest income due to the decline in NIM impacted materially
compared with the 62.8% CTI in the pcp.

Dividends per share were cut 50% reflecting the lower earnings with a payout
ratio of ~77% based on underlying earnings.

Investment Thesis

Competition should eventually become rational again: We expect to see
pressures on ABA’s NIM and CTI ease over the next couple of years, which
should enable its ROE to again lift above its cost of capital, supporting higher
valuation multiples and growing dividends.

Management noted on the result call that ABA expects a gradual
improvement in NIM over the next 6 to 12 months due to easing competition
and more rational pricing in the loan markets. A forecast growth in net new loans
of $250m in the second half and repricing of the $1.0bn of loan book that is rolling
off fixed pricing (forecast 300 bp pricing lift) over CY2024 will aid the recovery in
NIM.

Capital and credit quality remain competitive advantages: With one of the
highest quality loan books in the industry, reflected in its low asset impairment
charges, and conservative lending practices, accompanied by a strong capital
base with a capital adequacy ratio at the 315t December of 15.3%, ABA stands
well placed to capture market share when others become distracted with growing
competition.

We are forecasting a recovery in dividends in 2H24 to $0.15 per share
implying a FY24 yield of 5.8% lifting to 7.2% (gross yield of 10.3%) in FY25.

Valuation

We have lowered our sum of the parts valuation from $7.13 to $5.40, primarily
reflecting lower forecast earnings from FY25 forward, as a result of a lower
growth profile in forecast NIM and a lower forecast growth in ABA’s loan book.

Risks

ABAs key risks include changing macroeconomic conditions, liquidity and
funding risks, credit risk, fraud, cybersecurity, asset-liability mismatch and
compliance risks. Furthermore, it could suffer adverse changes from changes in
the regulatory environment including in respect of bank capital and lending buffer
requirements.
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Auswide Bank Ltd (ABA) was established in 1966 in
regional Queensland, listed on the ASX in 1994, and
rebranded when converting into a bank in 2015.

ABA has established an Australia-wide lending presence
supported through branches, business bankers,
accredited mortgage brokers and online.

ABA has a strong presence in Queensland and is growing
across the rest of Australia. The Company boasts a high-
quality loan book with total assets over $5bn, representing
a mortgage market share of around 20 basis points.

Valuation

A$540 (previously A$7.13)
A$4.50

A$209m

Current price
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Auswide Bank Financial Data

Auswide Bank Limited
Year end 30 June, A$

ABA-AU

MARKET DATA 12-MONTH SHARE PRICE PERFORMANCE VERSUS S&P/ASX SMALL ORDINARIES (XSO)

Price A$ $4.51 110
Valuation A$ $5.40 105 . *so
52 week low - high A$ $5.79 $4.45 100 \\ A
Market capitalisation A$m 209 95 =
Shares on issue (basic) m 46.4 Zg
Options / rights (currently antidilutive) m 0.0 50
Performance rights m 0.2 75
Shares on issue (fuly diluted) m 46.6 Mar-23 May-23 Jul-23 Sep-23 Nov-23 Jan-24
INVESTMENT FUNDAMENTALS FY22A FY23A FY24E FY25E FY26E Jll PROFIT AND LOSS FY22A FY23A FY24E FY25E FY26E
Year end shares m 44 46 47 48 49 Interest Revenues ASm 106 190 253 286 315
Weighted average diluted shares m 43 45 46 47 48 Interest Expense A$m (24) (100) (174) (199) (220)
Year end share price (Actual / Spot) A$ 6.09 5.39 4.51 4.51 451 Net Interest Income A$m 82 89 79 87 96
Non-Interest Income A$m 12 1 13 14 14
EPS - reported cps 60 56 37 45 53 Total operating income A$m 9% 101 92 101 110
EPS - Underlying cps 58 56 35 45 53 Provision For Loan Losses A$m 1 1 0) 0 ™
EPS - diluted underlying cps 58 56 35 45 53 Operating costs A$m (58) (65) (67) (70) (73)
Diluted Underlying EPS growth % 2% (4%) (37%) 29% 18%  Profit before income tax A$m 37 36 25 30 37
PE (diluted EPS) X 105 9.4 1.1 9.7 129 Income tax expense ASm (1) (1M @) ) (1)
Reported NPAT A$m 26 25 17 21 26
DPS A$ 0.42 0.43 0.26 0.32 0.40 Underlying profit ASm 25 25 16 21 26
Payout rato (underlying EPS) % 69% 7% 70% 73% [6Y/ 3 BALANCE SHEET FY22A FY23A FY24E FY25E FY26E
Dividend yield % 6.9% 8.0% 5.8% 7.2% 8.8%  Cashand cash equivalents A$m 179 203 145 150 156
Franking % 100% 100% 100% 100% 100%  Loans and advances A$m 3,828 4,378 4,534 4,782 5,031
Gross yield % 99%  11.4% 8.3% 10.3%  12.6%  Other financial assets ASm 412 402 412 422 433
Property, plant and equipment ASm 21 19 20 22 24
NAV per share A$ 6.48 6.41 6.12 6.14 6.23  Gooduwill and other intangibles A$m 49 49 49 49 48
Price / NAV X 0.94 0.84 0.74 0.73 0.72  Other assets A$m 17 8 22 20 20
NTA per share A$ 535 533 5.07 512 524 Total Assets A$m 4505 5060 5182 5445 5712
Price / NTA X 114 1.01 0.89 0.88 0.86  Deposits and short term borrowings A$m 3617 4043 4261 4,501 4741
Operating cash flow per share cps 100 (296) 177 38 46 Loans under management ASm 371 531 544 558 572
Free cash flow to equity per share cps 183 n (102) 31 39 Other borrowings / RBA Term Funding Facilty ~ A$m 151 101 0 0 0
FCF yield % 30% 13% (23%) 7% 9%  Subordinated capital notes ASm 42 42 42 42 42
Other liabilities A$m 42 49 49 52 54
KEY DATA FY22A  FY23A  FY24E  FY25E  FY26E EERCIGINRENITITS A$Sm 4223 4,766 4,896 5,152 5,408
CET1 ratio % 11.9%  114%  124%  12.0%  11.9% Contributed equity ASm 200 212 216 220 224
Capital adequacy ratio % 129%  13.7%  144%  141%  14.0% Treasury shares A$m 0 0 0 0 0
Leverage ratio % 5.7% 5.4% 5.2% 5.0% 5.0% Reserves ASm 28 22 6 3 3
Retained earnings/accumulated losses A$m 54 60 64 70 76
Operating income growth % 6.7% 6.5%  (8.5%) 9.4% 9.6%  Non-controlling interests A$m 0 0 0 0 0
Expense growth % 83%  13.3% 2.1% 4.7% 4.8%  Total equity ASm 282 294 286 293 304
ROE - reported % 9.3% 8.5% 5.6% 7.3% 86% Netassets A$m 282 294 286 293 304
Net tangible assets A$m 233 244 237 244 255
HALF YEARLY DATA 1TH23A 2H23A FY23A  1H24A VigrZisl  Risk weighted assets ASm 1,953 1,950 1,824 1,918 2,012
Net Interest Income ASm 46.5 427 89.2 37.3 41.6  Capital base A$m 252 267 263 21 282
Non-Interest income ASm 5.6 5.8 113 6.5 6.5 CASH FLOW FY22A [RLELY FY24E FY25E FY26E
Provision for loan losses A$m 0.8 (0.1) 0.7 (0.0) (0.4)  Netinterest income A$m 80 107 79 87 9%
Operating expenses A$m (32.7) (32.6) (65.3)  (32.8) (33.9)  Non-interest income A$m 14 17 13 14 14
Profit before income tax A$m 20.2 15.7 359 11.0 3.8 Netmove in loans and advances A$m (21) (549) (156) (249) (249)
Reported NPAT A$m 14.1 11.0 25.1 7.7 9.6 Netmove in deposits and borrowings A$m 268 376 218 240 240
Operating expenses A$m (38) (73) (63) (66) (69)
Underlying NPAT A$m 14.1 11.0 2541 6.6 9.6 Income taxes paid / Other A$m (11 (11) (9) (8) (10)
Cost to income ratio % 62.8%  67.4%  650%  745%  70.5% Net operating cashflow A$m LX) (133) 82 18 22
Net move investments / Due from institutions A$m 4 10 (22) (10) (11)
EPS - diluted underlying A$ 0.32 0.24 0.56 0.14 021 Capital expenditure A$Sm ®) 2 (5) (5) (5)
DPS A$ 0.22 0.21 0.43 0.11 0.15  Acquisitions and divestments ASm 0 0 0 0 0
Net investment cashflow A$m 1 8 (26) (15) (16)
KEY PERFORMANCE INDICATORS FY22A FY23A FY24E FY25E [Ar4]4 Movementin Equity A$m 1 0 1 1 1
Average loans and advances $m 3,739 4,188 4,456 4,658 4907  Dividends ASm (14) (8) (1) (1) (13)
Net Interest Margin % 194%  1.88%  1.55%  1.63%  1.71% Netmove due to financial institutions A$m 36 160 (101) 14 14
Total Revenue / Average loans and advances % 2.5% 2.4% 2.1% 2.1% 22%  Lease payments / Other A$m (2) (2) (2) (2 (2)
Cost to income ratio % 611%  650%  725%  69.4%  66.4% Netfinancing cashflow A$m 2 151 (114) 1 (0)
Expected Credit Loss (ECL) % of gross loans % 0.1% 0.1% 0.1% 0.1% 0.1%  Net cash flow ASm 66 25 (58) 4 6
Source: Company data, MST Access
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Interim Result review

We note below the key highlights from the 1H24 interim result:

e NIM fell to 150 bp from 188 bp in FY23. Key impacts were rapidly rising interest rates, competition
in the market for deposits as the Reserve Banks term funding facility (TFF) was removed, together
with customers migrating their savings to higher interest term deposit accounts impacting on
funding costs.

e ABA had already guided the market to a weaker 1H24 in November 2023 where it noted NIM had
fallen to 152 bp in the first four months of the quarter. Pleasingly the NIM recovered in the last two
months of CY2023. Management noted on the result call that ABA expects a gradual improvement
in NIM over the next 6 to 12 months due to easing competition and more rational pricing in the loan

markets.
Figure 1. Auswide Bank NIM
Fixed Rate Loan Maturities
0.58% > Maturity of fixed rate loans will contribute
L] to NIMimprovement.
_— > $439m of fixed rate loans maturing in 2H
- I ©.02%) $439mo . .Ed ate loa .S at.u 4 .
(0.24%) FY24 providing a potential uplift to margins
(0.59%) W > 69% of all fixed rate loans will mature by
1.77% TH FY24 NiM 31 D mb r2024
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$125m
> NIM declined in the rapidly rising interest rate environment from 177bps $106m soom Sl
in2ZH FY23to 150bpsin 1H FY24 sy $80m
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> Margin was adversely affected by deposit competition as RBATFF funding s
was replaced
> Migration from transaction and savings accounts to term deposit accounts
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> Competition resulted in discounting of back book pricing for retention

2024

Source: Company

e Loan book of $4.3bn (down ~2% on FY23). Management is confident about achieving a 5.8%
growth in loan book in the 2H of FY24 (~$250m) with a focus remaining on low Loan-to-Value Ratio
(LVR) lending.

Figure 2: Conservative approach to home lending during a period of intense competition

Loans and Advances Balances

$56m

Net Interest Revenue

$53m

> Conservative approach to home
loan lending in 1Q FY24 during
a period of intense competition

$3g3m | _*413m

$63m $37.3m

$34.5m

$80m

> Loan book decline of 2.1% in
THFY24

> Auswide re-entered the lending
market in 2Q FY24 as competitive
Net Interest Margin pressures eased

2006, 202% > TH FY24 loan book decline has

1.99%
i I I been recovered as home loan

growth is restored in 3Q Fy24
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Source: Company
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Circa $1.04 bn of fixed-rate loans are forecast to roll off in CY2024 ($439m in 2H24) with an
associated lift of 300 bps in interest rates (~$1.0bn of fixed rate loans rolled in CY2023). By the end
of CY2024 we expect the lions share of fixed rate loans priced up to the end of CY2021 will have
rolled. NB: ABA do not lend 5-year fixed interest loans. Given the high volume of customers
graduating from low fixed rate loans ABA will need to remain vigilant in the lift in retention
competition to ensure it can keep these loans.

Deposits were up flat on FY23 (up $5m) reflecting the intense competition in CY2023 together with
customers looking to higher yielding products. This combined with the steepening of the front end
of the curve resulted in significantly higher funding costs (interest cost of $84m was up 30% on
2H23 and over 135% on 1H23) which not surprisingly had a material impact on NIM (noted above)
and the cost to income ratio which blew out to 74.5% from 62.8% in 1H23. ABA is rolling out new
deposit products targeting different market segments within the next two to three months, aiming to
lower overall funding costs.

Figure 3: ABA has an ongoing strategic focus on expanding customer deposits and tight management of funding costs

Focus on expanding customer deposits

M $151m=3.9%

M 342m=1.1%
W $50m = 1.4%
M $28m = 0.8%

$334m =8.7%

$165m
$252m

$421m =12.0%
$131m=3.7%

$267m = 7.6%

$2,620m = 74.5% $2,933m =75.6%

JUN 20 JUN21

Source: Company

H$101m=21%

W $42m=0.9% M $21m = 0.5%

W $42m = 0.9%
W $151m=3.6%
W $42m = 1.0%

$531m=11.2% $541m = 11.6%
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of funding costs
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394m = 8.4% e
$200m = 4.8% ¥ $361m =7.8%

> Growth in customer deposits to reach
73.7% of total funding (FY23 72.4%)

> Securitisation remains an impaortant
source of funding and capital relief

> $80m of RBA Term Funding Facility
repaidin TH FY24; the remaining $21m
to be repaidin 2H FY24

$359m = B.6%

$3,059m = 73.2% $3,414m = 72.4% $3,428m =73.7%

B Customer Deposits
W Securitisation
B NCDs

M Subordinated Debt
B Senior Unsecured FRNs
B RBA Term Funding Facility
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Operating costs were tightly controlled and were essentially flat on the previous two halves.
Underlying NPAT of $6.6m was down 53% on the previous comparable period (pcp).

Interim dividend of $0.11, 100% franked, was down 50% on pcp. Payout ratio of ~77% based on
underlying earnings per share (EPS).

Loan book arrears of 0.14%, up from 0.10% at FY23 but well below the regional SPIN * of 0.71%.
Credit quality continues to be reinforced by advance payments of ~$250m, (5.8% of ABA’s total
loan book), with $450m of cash sitting in offset accounts (10.8% of the total loan book).

Provisions were flat at $6.8m

ABA'’s capital adequacy ratio remained strong at 15.3% (13.7% at FY23) with ABA’s tier 1 capital
ratio (CET1) of 12.8%, up on 11.5% at FY23.

M&A opportunities remain on the board's agenda, including potential mergers or acquisitions of
adjacent businesses.

Management noted the Queensland economy is robust with strong population growth and property
demand with no immediate risk seen around property prices.

! S&P Global Ratings Mortgage Performance Index (SPIN) is a measure of arrears that covers the universe of RMBS rated by the agency. A mortgage
is considered to be in arrears when the balance of the loan exceeds the scheduled loan amount, this occurs when a borrower is behind on their
mortgage repayment
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Incorporating our learnings from the interim result we have updated our earnings estimates.

Figure 4: Auswide Bank earnings forecasts

AS$m
Interest Revenues
Interest Expense

Net Interest Income

Non-Interest Income

Total operating income

Operating expenses

Pre-provision profit
Provision For Loan Losses
Profit before income tax
Income tax expense
Non-controlling interests

NPAT - reported
Discontinued operations / Gain on sale
Underlying NPAT

Reported EPS
Underlying EPS
Diluted Underlying EPS

Total DPS
Franking

Franking

Yield

Gross yield
Source: Company, MST Access

A$m
A$m
A3$m

A$m
A3$m

A$m

A$m
A$m
A$m
A$m

ASm
A$m

A$
A$
A3

A3
%

cps

%
%

FY22A
106.0

(23.9)
82.0

12.4
94.4

(57.7)

36.8
0.7
375

(11.4)
0.0
26.1

(1.2)
25.0

0.60
0.58
0.58

0.42
100.0%
0.18

6.9%
9.9%

FY23A
189.6

(100.4)
89.2

11.3
100.5

(65.3)

35.2
0.7
35.9

(10.9)
0.0
25.1

0.0
25.1

0.56
0.56
0.56

0.43
100.0%
0.18

8.0%
11.4%

1H24A
121.5

(84.2)
37.3

6.5
43.8

(32.8)

11.1
(0.0)
11.0
(3.4)
0.0
7.7

(1.2)
6.6

0.17
0.14
0.14

0.11
100.0%
0.05

4.3%
6.1%

2H24E
131.6

(90.0)
416

6.5
48.1

(33.9)

14.2

(0.4)
13.8

(4.2)
0.0
9.6

0.0
9.6

0.21
0.21
0.21

0.15
100.0%
0.06

6.7%
9.5%

FY24E
253.1

(174.2)
78.9

13.0
92.0

(66.7)

25.3

(0.5)
24.8

(7.6)
0.0
17.2

(1.1)
16.1

0.37
0.35
0.35

0.26
100.0%
0.11

5.8%
8.2%

FY25E
286.2

(199.3)
86.9

13.7
100.6

(69.8)

30.8

(0.5)
30.3

(9.2)
0.0
21.2

0.0
21.2

0.45
0.45
0.45

0.32
100.0%
0.14

7.2%
10.2%

FY26E
315.4

(219.5)
95.8

14.4
110.2

(73.2)

37.1

(0.5)
36.6

(11.0)
0.0
25.5

0.0
255

0.53
0.53
0.53

0.40
100.0%
0.17

8.8%
12.5%

Key earnings changes below primarily reflect our lower forecast growth in loan book (net loan growth of

$250m p.a. from FY25 onwards) and slower recovery in NIM (grows to 1.95% by FY30).

Figure 5: Auswide Bank earnings forecasts

A$m

Interest Revenues

Interest Expense

Net Interest Income
Non-Interest Income

Total operating income
Provision For Loan Losses
Operating costs

Reported NPAT

Underlying profit

EPS (Underlying) (cps)
DPS (A%)

Yield (%) (Year end / Spot)
P/E (Underlying)

Loans and advances
NIM (%)

Source: Company, MST Access

FY23
old
189.6
(100.4)
89.2
11.3
100.5
0.7
(65.3)
25.1

25.1

55.6
0.43
8.0%
9.7

4,378
1.88%

269.7
(187.5)

82.2
11.6
93.8
(0.2)

(69.3)
17.0

17.0

36.0
0.26
5.3%
13.7

4,657
1.65%

252.6
(173.7)
78.9
13.0
92.0
(0.5)
(66.7)
17.2

16.1

34.9
0.26
5.8%
12.9

4,534
1.55%

(6%)
7%
(4%)
12%
(2%)
n/m
4%
1%
(5%)
(3%)
0%
9%
(6%)
(3%)
(0.10%)

316.9
(208.3)
108.5
11.9
120.5
0.2)
(76.9)
30.2

30.2

61.6
0.42
8.5%
8.0

5,433
1.94%

286.2
(199.3)
86.9
13.7
100.6
(0.5)
(69.8)
21.2

21.2

448
0.32
7.2%
10.1

4,782
1.63%

(10%)
4%
(20%)
15%
(17%)
n/m
9%
(30%)
(30%)
(27%)
(23%)
(15%)
26%
(12%)
(0.31%)

361.9
(232.6)
129.3
12.7
142.0
(0.3)
(84.5)
39.9

39.9

77.2
0.53
10.7%
6.4

6,340
2.00%

3154
(219.5)
95.8
14.4
110.2
(0.5)
(73.2)
255

25.5

53.0
0.40
8.8%
8.5

5,031
1.71%

(13%)
6%
(26%)
13%
(22%)
n/m
13%
(36%)
(36%)
(31%)
(25%)
(18%)
33%
(21%)
(0.30%)
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Company Description

Auswide Bank Ltd (ABA) is Australia’s 24th largest bank, and 54th largest bank operating in the Australian
market. It was established in 1966 in regional Queensland, listed on the ASX in 1994, and rebranded in
2015 shortly after converting into a bank.

ABA has established an Australia-wide lending presence supported through branches, business bankers,
accredited mortgage brokers and online. ABA has a strong presence in Queensland and is growing
across the rest of Australia.

The bank boasts a high-quality loan book with total assets over $5b, representing a mortgage market
share of around 20 basis points (0.20%).

ABA’s 3-year strategic plan contains several ambitious targets including to:

1
2
3
4.
5
6

. Grow its lending book to $6bn
. Embrace digital systems and loan processing capabilities to lower its borrower acquisition costs

. Optimise its funding sources through low cost savings and transaction accounts

Issue RMBS to provide funding and capital flexibility

. Achieve a cost to income ratio below 60% over the medium term

. Pursue M&A opportunities to help achieve scale

Investment Thesis

ABA offers a variety of attractions to investors:

The potential of stronger growth prospects than the major banks, with an ability to grow home loans
unimpeded at multiples of system when it is profitable to grow and increasing operational efficiency.

One of the highest quality loan books in the industry, reflected in its low asset impairment charges.

Improving return on equity metrics as the benefits of its increased scale and improving profitability
flow through.

A strong capital position supportive of further growth.

ABA has realised that scale and complexity in today’s banking environment is not the advantage it
once was. Simplicity and nimbleness backed by good value products that are distributed efficiently
via multiple channels (proprietary and partner) has been identified as ABA’s opportunity.

In the short to medium term, we believe:

Competition should eventually become rational again: We expect to see pressures on ABA’s NIM
and CTI ease over the next couple of years, which should enable its ROE to again lift above its cost
of capital, supporting higher valuation multiples and growing dividends.

Management noted on the result call that ABA expects a gradual improvement in NIM over the next
6 to 12 months due to easing competition and more rational pricing in the loan markets. A forecast
growth in net new loans of $250m in the second half and repricing of the $1.0bn of loan book that
is rolling off fixed pricing (forecast 300 bp pricing lift) over CY2024 will aid the recovery in NIM.

Capital and credit quality remain competitive advantages: With one of the highest quality loan books
in the industry, reflected in its low asset impairment charges, and conservative lending practices,
accompanied by a strong capital base with a capital adequacy ratio at the 31st December of 15.3%,
ABA stands well placed to capture market share when others become distracted with growing
competition.

We are forecasting a recovery in dividends in 2H24 to $0.15 per share implying a FY24 yield of 5.8%
lifting to 7.2% (gross yield of 10.3%) in FY25.
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Valuation

We have lowered our sum of the parts valuation from $7.13 to $5.40, primarily reflecting lower forecast
earnings from FY25 forward, as a result of a lower growth profile in forecast NIM and a lower forecast
growth in ABA’s loan book.

We have assumed that the market will look to historic multiples for guidance when pricing ABA and as
such we have derived relevant 12-month forward valuations below and set our valuation at the average
of the four.

Over the next 12 months as the market becomes more comfortable with ABA’s progress in achieving its
3-year strategic plan we believe the share price will trade up closer to 1 times book value.

Our near-term valuation has very little sensitivity to loan book growth and NIM.

Our current forecasts out to FY30 have net loan book growth of $250m p.a. (last five years has been
closer to $300m p.a.) and a recovery in NIM to 1.95% by FY30.

Clearly, if ABA can grow the loan book faster than we are forecasting and get NIM back up closer to 2.0%
sooner than we are expecting, the value of ABA in the eyes of the market will be higher than we are
forecasting.

Figure 6: Auswide Bank Limited Sum of the Parts Valuation

FY25 earnings per share

FY25 dividend yield
FY24 Price / Book
FY24 Price /| NTA

Average

Source: Company reports, MST Access estimates

Metric Multiple  Valuation per share Rationale for multiple chosen
A$ X A$
0.45 11.3 5.06 Last five year average 11.3 times
0.32 6.6% 4.92 Last five year average 6.6%
6.12 0.94 5.73 Last five year average 0.94 times
5.07 1.15 5.86 Last five year average 1.15 times
5.40 Range of A$4.92 - A$5.86

We note if we run a dividend discount model based on our forecasts and using a cost of equity
of 12.5%, a 50% franking value, and a terminal growth rate of 2.5% we arrive at a 30 June 2024
valuation of $5.90.

Risks and sensitivities

ABAs key risks include changing macroeconomic conditions, liquidity and funding risks, credit risk, fraud,
cybersecurity, asset-liability mismatch and compliance risks. Furthermore, it could suffer adverse
changes from changes in the regulatory environment including in respect of bank capital and lending
buffer requirements.
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Methodology
& Disclosures

MST Access is a registered business name of MST Financial Services Pty Ltd
(ACN 617 475 180 “MST Financial”’) which is a limited liability company
incorporated in Australia on 10 April 2017 and holds an Australian Financial
Services Licence (Number: 500 557). This research is issued in Australia
through MST Access which is the research division of MST Financial. The
research and any access to it, is intended only for "wholesale clients" within the
meaning of the Corporations Act 2001 of Australia. Any advice given by MST
Access is general advice only and does not take into account your personal
circumstances, needs or objectives. You should, before acting on this advice,
consider the appropriateness of the advice, having regard to your objectives,
financial situation and needs. If our advice relates to the acquisition, or possible
acquisition, of a financial product you should read any relevant Product
Disclosure Statement or like instrument.

This report has been commissioned by Auswide Bank Ltd and prepared and
issued by David Fraser of MST Access in consideration of a fee payable by
Audwide Bank Ltd. MST Access receives fees from the company referred to in
this document, for research services and other financial services or advice we
may provide to that company.

MST Financial also provides equity capital markets (“ECM”) and corporate
advisory services through its capital markets division, MST Capital Markets
(“MST Capital”’). MST Capital provides these services to a range of companies
including clients of the MST Access service. As such, MST Capital may in future
provide ECM and/or corporate advisory services to the company that is the
subject of this research report and, accordingly, may receive fees from the
company for providing such services. However, MST Financial has measures in
place to ensure the independence of its research division is maintained,
including information barriers between its Capital Markets and Research teams.
In addition, neither MST Access, not any of its research analysts, receive any
financial benefit that is based on the revenues generated by MST Capital
Markets or any other division of MST Financial.

The analyst has received assistance from the company in preparing this
document. The company has provided the analyst with communication with
senior management and information on the company and industry. As part of
due diligence, the analyst has independently and critically reviewed the
assistance and information provided by the company to form the opinions
expressed in the report. Diligent care has been taken by the analyst to maintain
an honest and fair objectivity in writing this report and making the
recommendation. Where MST Access has been commissioned to prepare
content and receives fees for its preparation, please note that NO part of the fee,
compensation or employee remuneration paid will either directly or indirectly
impact the content provided.

Accuracy of content: All information used in the publication of this report has
been compiled from publicly available sources that are believed to be reliable,
however we do not guarantee the accuracy or completeness of this report and
have not sought for this information to be independently certified. Opinions
contained in this report represent those of MST Access at the time of publication.
Forward-looking information or statements in this report contain information that
is based on assumptions, forecasts of future results and estimates of amounts
not yet determinable, and therefore involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance
or achievements of their subject matter to be materially different from current
expectations.

Exclusion of liability: To the fullest extent allowed by law, MST Access shall not
be liable for any direct, indirect or consequential losses, loss of profits, damages,
costs or expenses incurred or suffered by you arising out or in connection with
the access to, use of or reliance on any information contained in this report. No
guarantees or warranties regarding accuracy, completeness or fitness for
purpose are provided by MST Access, and under no circumstances will any of
MST Financials’ officers, representatives, associates or agents be liable for any
loss or damage, whether direct, incidental or consequential, caused by reliance
on or use of the content.

General
Advice Warning

MST Access Research may not be construed as personal advice or
recommendation. MST encourages investors to seek independent financial
advice regarding the suitability of investments for their individual circumstances
and recommends that investments be independently evaluated. Investments
involve risks and the value of any investment or income may go down as well as
up. Investors may not get back the full amount invested. Past performance is
not indicative of future performance. Estimates of future performance are based
on assumptions that may not be realised. If provided, and unless otherwise
stated, the closing price provided is that of the primary exchange for the issuer's
securities or investments. The information contained within MST Access
Research is published solely for information purposes and is not a solicitation or
offer to buy or sell any financial instrument or participate in any trading or
investment strategy. Analysis contained within MST Access Research
publications is based upon publicly available information and may include
numerous assumptions. Investors should be aware that different assumptions
can and do result in materially different results.

MST Access Research is distributed only as may be permitted by law. It is not
intended for distribution or use by any person or entity located in a jurisdiction
where distribution, publication, availability or use would be prohibited. MST
makes no claim that MST Access Research content may be lawfully viewed or
accessed outside of Australia. Access to MST Access Research content may
not be legal for certain persons and in certain jurisdictions. If you access this
service or content from outside of Australia, you are responsible for compliance
with the laws of your jurisdiction and/or the jurisdiction of the third party receiving
such content. MST Access Research is provided to our clients through our
proprietary research portal and distributed electronically by MST to its MST
Access clients. Some MST Access Research products may also be made
available to its clients via third party vendors or distributed through alternative
electronic means as a convenience. Such alternative distribution methods are
at MST’s discretion.

Access & Use

Any access to or use of MST Access Research is subject to the Terms and
Conditions of MST Access Research. By accessing or using MST Access
Research you hereby agree to be bound by our Terms and Conditions and
hereby consent to MST collecting and using your personal data (including
cookies) in accordance with our Privacy Policy, including for the purpose of a)
setting your preferences and b) collecting readership data so we may deliver an
improved and personalised service to you. If you do not agree to our Terms and
Conditions and/or if you do not wish to consent to MST’s use of your personal
data, please do not access this service.

Copyright of the information contained within MST Access Research (including
trademarks and service marks) are the property of their respective owners. MST
Access Research, video interviews and other materials, or any portion thereof,
may not be reprinted, reproduced, sold or redistributed without the prior written
consent of MST.
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