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1 PRESS RELEASE AND OUTLOOK 
 

6 May 2009 

WESTPAC GROUP DELIVERS SOUND RESULT IN CHALLENGING ENVIRONMENT 

 

Highlights:1 (Comparisons are with prior corresponding period2) 

• Statutory net profit of $2,175 million, down 1% 

• Pro forma cash earnings of $2,295 million, down 6% 

• Pro forma economic profit of $1,019 million, down 26% 

• Pro forma cash earnings per share 82.4 cents down 16% 

• Pro forma revenue of $8,307 million, up 15% 

• First half dividend of 56 cents, down 20% 

• Pro forma return on equity (cash basis) of 14.3% 

• Pro forma expense to income ratio (cash basis) 40.4% down 440 bps 

• Tier 1 capital ratio of 8.4% 

 

Half Year Profit Result 

The Westpac Group today announced pro forma cash earnings of $2,295 million, down 6% for the six months 
ended 31 March 2009. Net profit after tax was down 1% to $2,175 million for the six months ended 31 March 
2009. Pro forma cash earnings per share of 82.4 cents for the first half 2009 was 16% lower than cash 
earnings per share for Westpac in the 2008 first half. 

Westpac announced it will reduce its dividend as part of its efforts to conservatively manage its capital. 
Westpac will pay a fully franked interim dividend of 56 cents, down 20% on the prior corresponding period.  

Westpac Chief Executive Officer, Gail Kelly, said the Westpac Group had performed soundly in a very 
challenging operating environment. 

“While it is disappointing to announce an overall decline in cash earnings, the Group’s performance 
demonstrates that we have strong, diversified and resilient businesses. Our 9% increase in lending, 24% 
increase in customer deposits and 24% increase in core earnings (revenue less expenses) reflects the solid 
momentum in Westpac’s key businesses. 

“Importantly, we further strengthened our balance sheet to ensure that we can continue to support our 
customers through these difficult economic times. This was achieved through capital raisings, lengthening 
our funding profile, strong growth in customer deposits, a reduction in our dividend and maintaining a 
stronger than usual liquidity position.   

“While impairments have significantly increased over the period, we have also maintained a conservative 
approach to provisioning and have increased our provisioning coverage for bad debts, including an additional 
$112 million of economic overlay.  

“Collectively, these measures reflect our prudent management of the business for the long term, putting the 
Group in a strong position to meet the challenges ahead.” 

Mrs Kelly said that the initial integration with St.George has progressed smoothly and to plan. 

“St.George has shown significantly improved momentum since completion of the merger. Pleasingly, 
customer retention and satisfaction results have also been strong, reflecting the benefits of our new 
operating model,” she said. 

 
1 Following Westpac’s merger with St.George on 17 November 2008, the results have been prepared on a “pro forma” basis. 

Details of the pro forma adjustments and details of statutory results are provided in this document. 
2 Changes in pro forma economic profit and pro forma cash earnings per share are based on comparison of 2009 first half 

pro forma result with the 2008 first half actual result for Westpac. Other comparisons of 2009 first half pro forma 
results in the table are with 2008 first half pro forma result. 
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Result Highlights 

Pro forma revenue rose 15% to $8,307 million, well above the 4% growth in expenses.  

Strong growth in total deposits was a highlight this half, growing 8% on the corresponding period. Australian 
customer deposits were up $46 billion or 27%, ahead of Australian system growth of 17%. This significantly 
improved the Group’s funding mix. Growth in customer deposits more than funded our loan growth.  

Total loan growth of 9% was another pleasing result, particularly in Australian housing and business, 
including $27.1 billion of new lending in Australian mortgages.  Growth rates, however, are slowing in line 
with declining economic activity.  

Impairment charges rose to $1,611 million during the first half, a direct consequence of the economic 
slowdown and the global financial crisis. In particular, the global financial crisis led to a small number of 
large Australian corporate exposures becoming impaired at the beginning of the half which contributed $372 
million to the overall impairment charge.   

The economic slowdown has impacted the Australian business sector and is causing a rise in customer stress, 
particularly in commercial property, pubs and clubs, mining services, retail and some financial services 
companies.  The Australian consumer portfolio continues to perform well, with modest losses.  In New 
Zealand, the stresses in the economy have been more broadly spread reflecting the fact that the economy has 
been in recession for over a year. 

Westpac has increased its impairment provisioning as the economic environment deteriorates. Total 
provisioning now stands at almost $4.5 billion, with collective provisions to credit risk weighted assets 
increasing by 31 basis points to 125 basis points. 

The Westpac Group is strongly capitalised with a Tier 1 ratio of 8.4%, up from 7.4% in March 2008, having 
raised over $4.6 billion of core equity over the period. 

Funding Environment 

Funding costs have remained very high. Wholesale term funding costs are more then 100 basis points higher 
than pre-financial crisis. The cost of raising term deposits has increased on average more than 80 basis 
points over the last 12 months. 

Collectively, this will see our average cost of funds continue to rise through 2009 as cheaper funding matures 
and is replaced by more expensive funding and as competition for deposits remains strong.  

The overall net interest margin of 2.24% was 24 basis points higher than the prior corresponding period, and 
is in line with levels prior to the financial crisis. Higher Group Treasury income drove a 10 basis point 
increase in net interest margin, with overall consumer and business customer margins 7 basis points higher.  

Strategic Progress  

The Westpac Group continues to make good progress on implementing its customer focussed strategy. 
Significant progress has been made on implementing our local market model in Westpac Retail and Business 
Banking, with 569 additional people in Westpac branches and business banking centres.   

An important initiative has been to give local bankers more authority to make decisions quickly, allowing 
them to more easily assist customers. Deepening relationships with customers has also been a key area of 
focus, with improved cross sell of Wealth and Insurance products.   

At the same time, the integration with St.George is proceeding well, without any disruption to customers. A 
key initial priority was the development of customer retention plans, which have been successfully 
implemented in both Westpac and St.George.  

The Group is also improving the reliability and capability of its operations, as well as developing longer term 
process and technology investment programs for the entire Group. 
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Business Unit Performance1 

Cash earnings $A millions 
Half Year  

March 2009 
Half Year

March 2008 % Change 

WBC Retail & Business Banking $990 $843 17

Westpac Institutional Bank1 $158  $420 (62)

St.George1 $529 $500 6

BT Financial Group1 $207 $250 (17)

New Zealand (NZD) $202 $239 (15)

 

WBC Retail & Business Banking (Westpac RBB) – cash earnings increased 17% supported by strong growth 
in lending and deposits, partially offset by a $62 million increase in impairment charges. Mortgages grew 
above system in the half with growth at 15% and business lending grew 8%.  Consumer delinquencies 
continued to trend higher although losses remain low.  Business impairment charges increased $47 million 
with more businesses affected by the deteriorating operating environment. 

Westpac Institutional Bank (WIB) – cash earnings decreased by 62%.  Core earnings (revenue less expenses) 
were particularly strong, up 44%, supported by revenue growth in the Markets areas.  Increased customer 
volumes and higher market volatility supported these results.  Transactional services also made a solid 
contribution.  More than offsetting this was a steep increase in impairment charges reflecting the impact of 
the financial crisis on three large corporate exposures and the margin lending portfolio.  The credit portfolio 
also saw a broader based deterioration in line with the slowing economy. 

St.George – delivered cash earnings growth of 6% with solid deposit growth of 18% and lending growth of 
10%, partly offset by an increase in impairment charges of $115 million.  The higher impairments reflect the 
effects of the deteriorating economic environment on St.George’s commercial lending portfolio (middle 
markets and corporate segment), coupled with its relatively higher exposure to the NSW market. The 
recognition of the St.George brand remains strong, with customer satisfaction continuing to remain high.  

BT Financial Group (BTFG) – BTFG, which incorporates St.George’s wealth business, saw its cash earnings fall 
17% impacted by lower fees from funds under management and funds under administration related to weaker 
investment markets. The funds business saw net positive flows of $0.6 billion. Notwithstanding higher 
general insurance claims, the performance of the insurance business was pleasing, with cash earnings up 10% 
and strong gains made in cross-selling into the broader Westpac Group. In keeping with the more difficult 
environment, expenses were kept flat compared to the prior corresponding period. 

New Zealand – New Zealand cash earnings declined 15% to $202 million, primarily due to higher impairment 
costs resulting from the deepening and prolonged recession.  Core earnings growth of 13% was very solid 
with business lending up 9% and deposits up 6%.  Consumer lending growth was subdued at 3% reflecting the 
slowing demand in the housing market.  

Outlook 

The first half of the 2009 financial year has seen significant and rapid change, including further stress in the 
global financial sector, a number of large corporate failures and a material and more broad-based 
deterioration in global economic activity. 

These events have prompted unprecedented action and intervention by governments around the world to 
restore confidence in the financial system and support their respective economies.  Government intervention 
has, in part, helped stabilise markets and assisted in reopening wholesale funding sources although it will be 
some time before markets are operating effectively and autonomously.  

While it appears some of the severe stresses of the financial crisis have now stabilised, the more dominant 
impact on Westpac will be the size and duration of the recession in our home economies of Australia and New 
Zealand.  

There will be two main impacts.  Firstly slower loan growth is expected, in part from lower demand for credit 
but also because both consumers and businesses are expected to use the opportunity of lower interest rates 
to de-leverage their balance sheets.  Secondly, it is expected that more customers will come under pressure 
as the effects of the slowing activity become more widespread.   

 
1 On a pro forma basis. 
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Mrs Kelly said that Westpac is well positioned to continue to support customers through this more 
challenging period. 

“Looking ahead, while we expect system credit growth to continue slowing, our strong franchise and multiple 
brands should position us favourably to achieve further market share gains,” Mrs Kelly said. 

“Conditions for markets income are also expected to remain favourable given continued market volatility and 
a customer preference for dealing with strong, AA rated, banks.  That said, the very strong market revenues 
delivered in the first half 2009 are unlikely to be repeated.  

“We are also further strengthening our productivity focus. Initiatives underway will begin to be reflected in our 
second half results but will be more pronounced in 2010.  While seeking to reduce expense growth, we 
continue to prioritise key elements of our strategy, particularly investments to enhance customer service and 
develop our technology infrastructure. 

“While the larger impairments associated with the impacts of the global financial crisis appear largely behind 
us, we are seeing more pressure across our business customers and expect consumer stress to grow as 
unemployment rises.  As a result we expect impairment charges to remain at a high level throughout the 
second half of 2009 and into 2010. 

“Westpac has delivered a sound result while considerably strengthening our balance sheet, and I believe we 
are well placed for these challenging times.  Supporting our customers remains our priority,” Mrs Kelly said. 
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2.1 REPORTED INFORMATION AND PRO FORMA INFORMATION 

On 1 December 2008, Westpac Banking Corporation (“Westpac”) completed its merger with St.George Bank 
Limited (“St.George”) by way of a scheme of arrangement (“the merger”). This merger was approved by 
holders of St.George ordinary shares on 13 November 2008 and subsequently approved by the Federal Court 
of Australia on 17 November 2008. For consolidation purposes, the transaction was effective from close of 
business on 17 November 2008. 

To assist in providing greater clarity of the Westpac Group’s performance compared with prior periods, we 
have presented “pro forma” information for the merged Westpac Group in this announcement, in addition to 
our statutory disclosures. We will use the following terms to describe the respective information throughout 
this document: 

• “Reported financial information” refers to information prepared on the same basis as the interim financial 
report of the Westpac Group for the half year ended 31 March 2009 which incorporates the results of 
St.George from, and including, 18 November 2008; and 

• “Pro forma financial information”1 is prepared assuming that the merger was completed on 1 October 
2007 and is based on aggregating Westpac and St.George’s financial results from this date. Pro forma 
financial information is presented to facilitate a more meaningful comparison of the Westpac Group’s 
performance for the six months ended 31 March 2009. Pro forma income statements are presented on a 
cash earnings basis. The commentary on the performance of the Group in Section 5, and the performance 
of the business units in Section 6, is based on the pro forma financial information.  

 

2.1.1 Basis of preparation of pro forma financial information 
The pro forma financial information for the half years ended 31 March 2009 (“First Half 2009”), 30 September 
2008 (“Second Half 2008”) and 31 March 2008 (“First Half 2008”) has been prepared on the basis described 
below. 

 

Income statements and associated notes to the income statement 

• First Half 2008 and Second Half 2008 Group cash earnings and business unit cash earnings. 

The pro forma income statements for the Westpac Group and business unit cash earnings results for the 
First Half 2008 and Second Half 2008 have been prepared as if the merger between Westpac and 
St.George was completed on 1 October 2007. The information presented aggregates the previously 
reported group cash earnings results of the two entities for these periods.  

There has been no change to the previously reported cash earnings of Westpac and St.George to 
aggregate pro forma Group cash earnings, however, classification adjustments have been made to 
previously reported line items of St.George cash earnings to align them with Westpac Group disclosures. 
The impact of the allocation of purchase consideration, associated fair value adjustments and impacts of 
accounting policy alignments have not been included in the comparatives. 

There were no material transactions between Westpac and St.George requiring elimination in the pro 
forma income statements. 

The income statements of the business units have been prepared assuming the re-organisation of the 
merged Group into the current operating model (which became effective in July 2008) occurred on 1 
October 2007. For example, St.George wealth operations are now reported in BT Financial Group. 

 
1 Important information on the basis of preparation of pro forma financial information – The pro forma financial 
information is prepared on the assumption that the merger was completed on 1 October 2007 with the exception of the 
impact of the allocation of purchase consideration, associated fair value adjustments and accounting policy alignments, 
which are only incorporated from the actual date of the merger, 17 November 2008, for consolidation purposes. The pro 
forma financial information is unaudited. It is provided for illustrative information purposes to facilitate comparisons of the 
latest period with prior periods and is not meant to be indicative of the results of operations that would have been achieved 
had the merger actually taken place at the date indicated. 
The pro forma financial information should be read in conjunction with: 
• The reported financial information in this announcement; and 
• The historical consolidated financial statements of Westpac and St.George as at and for the year ended 30 September 

2008.  
Future operating results may differ materially from the unaudited pro forma financial information presented in this 
announcement due to various factors including those described under “Disclosure Regarding Forward-Looking Statements” 
in Section 9.2 and under the section captioned “Principal risks and uncertainties” in Westpac’s 2009 Interim Financial 
Report. 
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Pro forma combined notes associated with the income statements, including net interest income, non-
interest income and operating expenses, have been prepared on the basis set out above. These notes are 
included in Section 7. 

• First Half 2009 Group cash earnings and business unit cash earnings 

The pro forma Group income statement and business unit income statements for the First Half 2009 are 
presented on the basis that Westpac and St.George were a merged Group from 1 October 2008. 

In calculating cash earnings for First Half 2009, the difference in approach to prior periods is a 
consequence of the merger with St.George. Material one-off fair value impacts associated with the merger 
have been excluded from cash earnings, namely the $168 million gain on deposits and short term 
wholesale funding and the amortisation of intangible items. Other fair value items have been included 
from the 17 November 2008, and are not material in this result. 

Reconciliations between the reported income statements of Westpac and St.George and the pro forma income 
statements for First Half 2008, Second Half 2008 and First Half 2009 are shown in sections 11.1 and 11.4. 

 

Balance sheets and average balance sheets 

• Balance sheets as at 31 March 2008 and 30 September 2008 

The pro forma balance sheets as at 31 March 2008 and 30 September 2008 have been prepared by 
aggregating the respective reported statutory balance sheets of Westpac and St.George at these dates. 
The presentation of certain comparatives of St.George have been aligned with the presentation of Westpac 
Group’s balance sheet to facilitate trend analysis.  

The pro forma balance sheets at 31 March 2008 and 30 September 2008 have not been adjusted to 
reflect the impact of the allocation of purchase consideration, associated fair value adjustments, and 
accounting policy alignments arising from the merger. 

Pro forma loans, deposits, impairment provisions and impaired assets notes associated with the balance 
sheet have also been prepared on the basis set out above. These notes are included in Section 7. 

Cross holdings of liquid securities between Westpac and St.George at 31 March 2008 and 30 September 
2008 have not been eliminated in the pro forma balance sheets. 

Reconciliations between the reported statutory balance sheets of Westpac and St.George and the pro forma 
balance sheets at 31 March 2008 and 30 September 2008 are shown in Section 11.5 

• First Half 2008, Second Half 2008 and First Half 2009 average balance sheets 

The pro forma average balance sheets have been prepared using the same principles as the pro forma income 
statements and pro forma balance sheets with the exception that the average balance sheet methodology for 
St.George has been changed, where applicable, from a monthly average approach to a daily average 
approach. As a result, the St.George components of the pro forma average balance sheets for First Half 2008 
and Second Half 2008 will not agree to the St.George average balance sheets previously disclosed. 

Reconciliations between the previously reported average balance sheets of Westpac and St.George and the 
pro forma balance sheets for First Half 2008 and Second Half 2008 are shown in Section 11.6. 

Earnings per share 

Pro forma cash earnings per share for the First Half 2009 is calculated based on the pro forma cash earnings 
result and a pro forma weighted average number of shares. The pro forma weighted average number of 
shares assumes the 742.6 million new Westpac ordinary shares issued in relation to the merger were issued 
on 1 October 2008. 

Pro forma cash earnings per share has not been calculated for First Half 2008 or Second Half 2008. 

Key metrics 

Where it is considered appropriate and meaningful, key metrics for First Half 2008, Second Half 2008 and 
First Half 2009 have been prepared on a pro forma basis to provide an indication of what these key metrics 
may have been if the merger of Westpac and St.George had occurred on 1 October 2007. 

Pro forma key metrics included in this document include: 

• Market share and system multiples; 

• Product spreads; 
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• Movements in impaired assets; 

• Loan and deposit growth; and 

• Funds under management (“FUM”) and funds under administration (“FUA”). 

 

Capital, funding and asset quality disclosures 

The capital position and asset quality metrics have not been prepared on a pro forma basis as it is considered 
more meaningful to compare the capital and asset quality positions of Westpac prior to the merger with the 
respective positions at 31 March 2009 following implementation of the merger.  

Pro forma funding comparatives have not been provided as it is not practical to do so. 
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3.1 REPORTED RESULTS 

Reported net profit attributable to equity holders of Westpac Banking Corporation (WBC) is prepared in 
accordance with the requirements of A–IFRS and regulations applicable to authorised deposit taking 
institutions (ADIs).  

Westpac’s reported net profit, adjusted for the addition of the cash earnings of St.George prior to the merger 
and the relevant cash earnings adjustments1, reflects the pro forma cash earnings results of the merged 
Group.  

% Mov't % Mov't

$m
Half Year
March 09

Half Year
Sept  08

Half Year
March 08

Sept  08-
Mar 09 

Mar 08-
Mar 09

Net interest income 5,558 3,752 3,470 48 60
Non-interest income 2,529 1,955 2,428 29 4
Net operating income 8,087 5,707 5,898 42 37
Operating expenses (3,429) (2,899) (2,556) (18) (34)
Core earnings 4,658 2,808 3,342 66 39
Impairment charges (1,557) (498) (433) large large
Profit from ordinary activ ities before income tax 3,101 2,310 2,909 34 7
Income tax expense (885) (613) (674) (44) (31)
Net profit 2,216 1,697 2,235 31 (1)
Net profit attributable to minority interests (41) (40) (33) (3) (24)
NET PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF 
WBC 2,175 1,657 2,202 31 (1)

St .George cash earnings prior to merger2 163 718 603 n/a n/a

WBC Group cash earnings adjustments:

Non-merger related cash earnings adjustments:
TPS revaluations1 (106) (24) (33) large large
Treasury shares1 (4) (6) (19) 33 79
Unrealised NZ Retail earnings hedges1 (8) 1 3 large large
Ineffective hedges1 (5) 2 (3) large (67)
Gain from BTIM IPO1 - 20 (106) (100) 100
Gain from Visa IPO1 - - (205) - 100
One-off expenses1 54 226 - (76) -

(69) 219 (363) (132) 81

St .George merger related cash earnings 
adjustments:
Merger transaction and integration expenses1 90 11 - large -
Amortisation of intangible assets1 54 - - - -
Short-term wholesale funding and deposits1 (118) - - - -

26 11 - 136 -

Total WBC Group cash earnings adjustments (43) 230 (363) (119) 88

PRO FORMA CASH EARNINGS 2,295 2,605 2,442 (12) (6)  
 

Net profit attributable to equity holders decreased 1% on the First Half 2008 driven by 39% growth in core 
earnings, offset by a significant increase in impairment charges. A primary driver of the increase in the 
income result was the inclusion of St.George results from 18 November 2008. Drivers of the underlying 
business performance are covered in the pro forma result in Section 5. 

Significant one-off items included in the First Half 2008 result, being gains from the initial public offerings 
(IPO) of Visa Inc. and BT Investment Management Limited (BTIM), were not repeated. 

 
Notes explained on page 9. 
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3.1.1 Reported Key Financial Data – Earnings 

% Mov't % Mov't

Half Year
March 09

Half Year
Sept 08

Half Year
March 08

Sept 08-
Mar 09 

Mar 08-
Mar 09

Shareholder value
Earnings per ordinary share (cents) 84.3 88.0 118.0 (4) (29)
Weighted average ordinary shares (millions) 2,579 1,878 1,865 37           38          
Fully franked dividends per ordinary share (cents) 56 72              70 (22)          (20)         
Dividend payout ratio (%) 74.9 81.8 59.3  large  large 
Net tangible assets per ordinary share ($) 7.92 7.71 7.50              3             6 

Productivity and efficiency
Expense to income ratio (%) 42.4 50.8 43.3  large       90bps
Total banking expense to income ratio (%) 40.6 50.3 42.1  large     150bps

Business performance
Interest spread (%) 2.17              1.80 1.72       37bps       45bps
Interest margin (%) 2.35              2.10 2.05       25bps       30bps
Average interest earning assets ($m) 476,095            360,701     342,613 32           39          

 

 
Notes explained on page 9. 
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3.2 SUMMARY BALANCE SHEET 

3.2.1 Reported Summary Balance Sheet 

As at As at As at % Mov't % Mov't

$m
31 March 

2009
30 Sept

2008
31 March 

2008
Sept  08-

Mar 09 
Mar 08-
Mar 09

Assets
Cash 3,866 4,809 4,109 (20) (6)
Due from other financial institutions 24,494 21,345 30,094 15 (19)
Trading assets, financ ial assets and available-for-sale 
securities 35,474 43,694 27,462 (19) 29
Derivative financ ial instruments 50,877 34,810 22,859 46 123
Loans 448,872 313,545 298,100 43 51
Life insurance assets 10,635 12,547 13,407 (15) (21)
Other assets 20,012 8,926 9,138 124 119

Total assets 594,230 439,676 405,169 35 47

Liabilit ies
Due to other financ ial institutions 11,842 15,861 13,776 (25) (14)
Deposits 322,233 233,730 223,477 38 44

Trading liabilities and other financial liabilities 14,405 16,689 10,481 (14) 37
Derivative financ ial instruments 50,216 24,970 19,627 101 156

Debt issues 125,109 100,369 92,397 25 35
Life insurance liabilities 10,039 11,953 12,738 (16) (21)
Loan capital 12,271 8,718 6,692 41 83
Other liabilities 11,627 7,915 6,970 47 67

Total liabilit ies 557,742 420,205 386,158 33 44

Equity
Equity attributable to equity  holders of WBC 34,556 17,547 17,091 97 102
Minority interests 1,932 1,924 1,920 - 1

Total equity 36,488 19,471 19,011 87 92
 

 

3.2.2 Key Financial Data – Reported Profitability and Capital Adequacy 

% Mov't % Mov't

Half Year
March 09

Half Year
Sept  08

Half Year
March 08

Sept  08-
Mar 09 

Mar 08-
Mar 09

Return on average ordinary equity 14.9% 19.3% 27.2% large large
Average ordinary equity ($m) 29,205 17,202 16,196 70 80
Average total equity ($m) 31,118 19,123 18,111 63 72

Total committed exposures (TCE) ($m) 657,303 495,389 462,109 33 42

Tier 1 capital ratio 8.4% 7.8% 7.4% 60bps 100bps
Total regulatory capital ratio 11.4% 10.8% 10.1% 60bps 130bps
Risk weighted assets ($m) 280,029 195,505 186,963 43 50

 

 
Notes explained on page 9. 
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3.2.3 Key Financial Data – Reported Asset Quality 
As at As at As at % Mov't % Mov't

31 March
2009

30 Sept
2008

31 March
2008

Sept  08-
Mar 09 

Mar 08-
Mar 09

Net impaired assets to equity and collectively assessed provisions 4.3% 3.0% 2.6% (130bps)     (170bps)     

Total impaired assets to gross loans 0.7% 0.4% 0.3% (30bps)       (40bps)       

Total impaired assets to equity and total provisions 8.1% 5.4% 4.6% (270bps)   (350bps)   

Total impairment provisions to total impaired assets 48.4% 45.4% 44.2% 300bps       large

Total stressed exposures as a % of total committed exposures 2.1% 1.3% 1.0% (80bps)       (110bps)     

Total provisions to gross loans 99bps 69bps 62bps          30bps          37bps          

Collectively assessed provisions to performing non-housing loans3 152bps 113bps 104bps        39bps          48bps          

Collectively assessed provisions to risk weighted assets 110bps 90bps 83bps          20bps          27bps          

Collectively assessed provisions to credit risk weighted assets 125bps 105bps 94bps          20bps          31bps          

Total provisions to risk weighted assets 160bps 111bps 100bps        49bps          60bps          
 

 
Notes explained on page 9. 
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3.3 EXTENDED PERFORMANCE SCORECARD 

Customer 

Strategic Objectives: 

• Earn all our customers business. 

Indicator (%) 
Latest 

available 2008 2007 2006 2005

Customer Satisfaction  

  - Consumer Westpac (Australia)4 735 73 74 70 72 

  - Business Westpac (Australia)6 775 81 72 66 67 

  - Consumer St.George4 775 78 79 77 78 

  - Business St.George7 798 n/a8 74 71 79 

  - Consumer Westpac NZ9 58 57 599 5810 5810

  - Business Westpac NZ11 60 60 56 61 51 

Social and Environment 

Strategic Objectives: 

• Maintain our support for the community;  

• Minimise our direct environmental footprint; and 

• Engage employees around climate change issues and impacts. 

Indicator 
Pro forma 

2008 2008 2007 2006 2005

Community contributions (A$m)12,13 6614 56 52 47 44

Greenhouse gas emissions (Equivalent tonnes of 
CO

2 
emissions) 

179,66814 111,40015 108,300 111,000 124,500

Total Electricity Consumption (MWh) 220,28014 123,00915 105,341 101,091 111,785

People 

Strategic Objectives: 

• Attract most skilled and engaged people; 

• Build an achievement culture; and 

• Support reliable operations, systems and processes. 

Indicator (%) 
Latest 

available 2008 2007 2006 2005

Employee turnover (total) 1716 19 17 17 16

Employee engagement  

(% employees reporting a positive score) 18 

7817 78  - -  -

Lost Time Injury Frequency Rate (Group) 

(Injuries per one million hours worked) 
3.019 3.4 3.8 5.2 5.8

 
Notes explained on page 9. 
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Notes to sections 3.1, 3.2, and 3.3 
1 We consider cash earnings a more appropriate measure of financial performance than net profit after tax. It adjusts the 

reported results for material items to ensure they appropriately reflect profits normally available to ordinary 
shareholders. These include:  

• TPS revaluations – Cash earnings adjusts for economic hedges, including associated tax effects impacting the Foreign 
Currency Translation Reserve, relating to hybrid instruments classified as minority interests. The hybrid instrument 
itself is not fair valued, however, the hedge is fair valued and therefore there is a mismatch in the timing of income 
recognition in the statutory results. The mismatch is added back in deriving cash earnings as it does not affect the 
Group’s profits over time; 

• Treasury shares – Under A–IFRS, Westpac shares held by Westpac in the managed funds and life business are deemed to 
be Treasury shares and earnings from these shares are reversed as these are not permitted to be recognised as 
income. In deriving cash earnings, these earnings are included to ensure there is no asymmetrical impact on the 
Group’s profits because the Treasury shares support policyholder liabilities and equity derivative transactions which 
are revalued in deriving income; 

• Unrealised New Zealand (NZ) Retail earnings hedges – The unrealised profit/loss on the revaluation of hedges on future 
New Zealand earnings impacting non–interest income is reversed in deriving cash earnings in the current period as they 
may potentially create a material timing difference on reported earnings but do not affect profits available to 
shareholders;  

• Ineffective hedges – The gain/loss on ineffective hedges is reversed in deriving cash earnings in the current period 
because the gain or loss arising from the fair value movement in these hedges reverses over time and does not affect 
profits available to shareholders.  

• Amortisation of intangible assets – The merger resulted in the recognition of identifiable intangible assets which include 
brands, the core deposits intangible and credit card and financial planner relationship intangible assets. The recognised 
balance of the majority of these intangible assets will be amortised over their useful life ranging between 5 and 9 years. 
The amortisation of intangible assets (excluding software) is a cash earnings adjustment because it is a non-cash flow 
item and does not affect returns to shareholders. 

• Significant Items – Cash earnings also adjusts for significant items. These items have been detailed in this 
announcement as individually significant due to their size and non–recurring nature. The First Half 2009 includes 
adjustments for merger transaction and integration expenses, an adjustment in relation to the unwind of a short-term 
wholesale funding and deposits merger accounting adjustment and an adjustment relating to a litigation provision. 

The deposit and short-term wholesale funding merger accounting adjustment associated with the accounting for the 
merger will be unwound during the year ending 30 September 2009 reflecting the contractual maturity of the deposits 
and borrowings and has increased net interest income by $168 million in First Half 2009. Due to the significant size 
and non-recurring nature of this adjustment, it has been treated as a cash earnings adjustment. 

The Group has recognised a provision of $77 million ($54 million after tax) with respect to long-standing legal 
proceedings where a judgment was received during the First Half 2009. This will be treated as a one-off expense cash 
earnings adjustment due to its size and non-recurring nature. 

For the First Half 2008 and Second Half 2008, significant items included adjustments for the gain associated with the 
initial public offering (IPO) of BT Investment Management Limited (BTIM), the gain associated with the IPO of Visa Inc., 
merger transaction and integration costs and one-off expenses. Westpac incurred one-off expenses of $323 million in 
the Second Half 2008 in relation to efficiency initiatives and capitalised expense reviews. 

Reconciliations between reported results and cash earnings by key line item for each period are provided in Section 
11.1 Group Half Year Earnings Reconciliations. 

2 St.George cash earnings prior to the merger in First Half 2009 only relates to the cash earnings of St.George from 1 
October 2008 to 17 November 2008, the date of the merger for consolidation purposes. 

3 Non-housing loans have been determined on a loan purpose basis. 
4 Results measure satisfaction for Main Financial Institution (MFI) customers. Australian respondents aged 14+. Percentage 

of customers Very or Fairly satisfied. 12 month moving average data. Latest available figure to March 2009. Source: Roy 
Morgan Research. Previous data is 12 months rolling to September 2005, 2006, 2007 and 2008. 

5 Latest available figure for March 2009. 
6 Results measure satisfaction for Main Financial Institution (MFI) customers. Percentage of customers Very or Fairly 

satisfied. 12 Month moving average data, March 2009. Source: TNS Business Finance Monitor. Previous data is 12 months 
rolling to September 2005, 2006, 2007 and 2008. 

7 Survey and analysis conducted by Jones Donald Strategy Partners. Aggregated scores have been weighted to reflect 
customer distribution of St.George and BankSA Commercial. 

8 The Annual survey was not conducted in 2008, however a quarterly survey was conducted in both November 2008 and 
February 2009 among a smaller sample. These two surveys identified have been aggregated to give one score shown 
under ‘latest available’. 

9 Source: Nielsen Consumer Finance Monitor. Toplines Q208 to Q109 (latest available and 2008). Nielsen implemented new 
survey methodology in the December 2007 quarter and comparatives for 2005 to 2007 are unable to be revised. The data 
provided shows the 12 month rolling average data. 

10 From 2005 to 2007 Nielsen Consumer Finance Monitor face to face Rolling 4 quarters. 
11 TNS Conversa Business Finance Monitor Rolling 4 quarters.  
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12 Measured annually as at 30 September. 
13 Pro forma 2008 includes St.George and Westpac New Zealand community contributions as at 30 September 2008 – 

unaudited figure. Comparatives for 2005 to 2008 are Westpac Australia only. Pro forma 2008 figures include $38.4 
million from foregone revenue for the fee-free accounts for non-profit organisations and low income earners in 2008 
(2007: $31 million). 

14 Proforma Westpac Group figures including St.George. Scope 1 and 2 greenhouse gas emissions and electricity 
consumption for the period 1 July 2007 to 30 June 2008. 

15 The 2008 figures reflect the period from July 2007 to 30 June 2008. From 2007 the data includes only Scope 1 and 2 
emissions for the reporting period ending 30 June in line with the requirements of the National Greenhouse and Energy 
Reporting (NGER) requirement. Scope 3 emissions are excluded for this period. The 2005 and 2006 comparatives are for 
Australia only, include Scope 3 emissions data for paper and are reported to 30 Sept year end. 

16 Latest available data is a consolidated Group figure including St.George based on 12 month rolling average data to end 
March 2009. Comparatives are pre-merger and do not include St.George numbers. 

17 Latest available data from May 2008 is pre merger and does not include St.George or BankSA. In 2008, Employee 
Engagement replaced Employee Commitment as the lead indicator. A post merger ‘pulse’ check survey of the merged 
entity showed an Employee Engagement score of 82. 

18 Westpac only figures from annual Staff Perspectives Survey (SPS) typically conducted in May each year. A post merger 
‘pulse’ check survey of merged entity showed an employee engagement score of 82. 

19 Latest available figure (end March 2009) includes St.George. Comparatives are pre merged entity. 
 


















































































































































































































































































































