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A high quality result 

• Solid earnings growth and high return on equity

• Improved operational momentum driving income

• Expense discipline maintained 

• Investment in high growth businesses

• Provisioned for all known risks

• Addressing the challenges – particularly New Zealand
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A strong set of numbers:  growth and return

Up 13%$1,281mEconomic profit

down 90 bps46%Cost to income ratio (cash basis)

up 11%$1,678m Cash earnings

up 11%91 cents Cash EPS

up 13%

up 60 bps

up 12%$1,641mReported net profit

24%Cash ROE

63 centsFully franked dividend
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Revenue (RHS)

Expenses (RHS)

24%20%ROE (Avg cash basis)

13%15%Economic profit

11%11%Cash Earnings (LHS)*

4%4%

7%7%

1H07
8 year
CAGR

Consistent long-run performance

* AGAAP 1999 to 2005; A-IFRS 2006 and 2007. Source: Westpac

Cash earnings, revenue and expense ($m)
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Contribution to cash earnings (%)

Balanced performance across the business

WIB
17%

BT
12%

NZ
12%

Other
4% Aust 

Cons
27%

Aust 
Bus
28% • Early steps in turnaround challenge3%1

New Zealand

• Growing market share in a fast growing market22%

BT Financial Group

• Lift in customer activity driving returns12%

Westpac Institutional Bank (WIB)

• Prior investments paying off12%

Australian Business

• Profitable growth broadly in line with system12%

Australian Consumer

1. In NZ$ terms
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Delivering on our strategy

• Driving value from existing markets with Pinnacle, Reach and Corporate 
Online

• Leveraging Wrap and Super platforms in wealth

Sector leading 
platforms

- Superannuation
- Corporate re-leveraging 
- High growth in QLD and WA

- Employer of choice
- Brand differentiation

• Creating longer term value 
and lower risk Sustainably led

• Growing revenues well above expense growth

• Provisioning fully in line with growth and credit environment
Disciplined and 
controlled risk

• Greater investment in high growth opportunities

• Expanding franchise footprint and front-line employees
Oriented to 

growth

• Better leveraging Australian 
growth opportunities

Focussed on 
core markets
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Dividends per share (cents)

Strong outcomes for shareholders - dividend up 13%

• Increased capital reinvested in the 
business

• Strong dividend increase supported 
by:

- 24% ROE, up 60 bps

- Significant franking surplus of 
$555m

- Strong capital position

• Higher pay-out ratio maintained

23 24 26 28
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The Details

Phil Coffey, Chief Financial Officer
3 May 2007
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A revenue driven performance

1,678

1,511

9(47)

(94)299

1,000

1,200

1,400

1,600

1,800

2,000

1
H

0
6

R
e

ve
n

u
e

O
p

e
ra

tin
g

e
xp

e
n

se
s

Im
p

a
irm

e
n

t
lo

ss
e

s

T
a

x 
a

n
d

O
E

I

1
H

0
7

1,678

1,568

(102)
(42)

(69)323

1,000

1,200

1,400

1,600

1,800

2,000

2
H

0
6

R
e

ve
n

u
e

O
p

e
ra

tin
g

e
xp

e
n

se
s

Im
p

a
irm

e
n

t
lo

ss
e

s

T
a

x 
a

n
d

O
E

I

1
H

0
7

Contributions to cash earnings growth 1H06-1H07 ($m)

11%

Contributions to cash earnings growth 2H06-1H07 ($m)

7%

Source: Westpac
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A high quality revenue growth

4435-NZ$ Impact1

8%

7%

1H06 – 1H07

% Change

4,593

-

(15)

(13)

49

4,537

2H06

% Change

6%

7%

2H06 – 1H07

(21)-MasterCard profit

4,496

(10)

(32)

(23)

4,561

1H06

4,878

(1)

(4)

-

4,860

1H07

Credit card income over-accrual

Asset sales

Fair value of securities portfolios

Underlying operating income

Operating income (cash earnings) 

$m

Source: Westpac1. The NZ$ impact eliminates the impact of movements in the NZD/AUD exchange rate by restating all NZD 
income at the 1H06 average exchange rate.  Gains/losses on NZD hedges are also excluded 
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Growing balance sheet around system in Australia

Credit / deposit growth relative to banking system*
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Banking system

Westpac total Australian credit growth* as a multiple of banking system growth

* Annual (12-monthly) change Source: APRA

* 12 months to March 2007 Source: APRA

Housing Business Other Personal Credit Retail Deposits
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Margin movements in line with expectations
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Group interest margin movement 1H06-1H07 (%)
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Group interest margin movement 2H06-1H07 (%)

Source: Westpac
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Spreads lower from asset spread and mix

0(8)(8)1H06-1H07

0(5)(5)2H06-1H07

Liability Mix / Spread (bps)Asset Mix / Spread (bps)
Asset / Liability 

spread/mix  
decline (bps)

SpreadSpread

• Strong growth and turnover in 
portfolio

• Overall competitive impact

• Solid growth in mortgages 
particularly in fixed rate lending 

• Strong growth in low rate cards

Mix

• Rising rates assist deposit 
spreads

• Increased wholesale funding

• Proportion of deposits in high 
interest on-line accounts rising

Mix
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Customer flows driving non-interest income growth
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Non-interest income movement 1H06-1H07 ($m) Non-interest income movement 2H06-1H07 ($m)

• Consumer segment up 22% over the year 
with sale of MasterCard and full period 
impact of prior fee changes 

• Trading income lower from above trend  
performance in the prior corresponding period

• NZ fee realignment in Oct 06 reducing fee 
scales to market

• Losses on NZ$ hedges (GBU)

• Higher SCG origination revenue in WIB in 
2H06

• BT non-interest income up 17% over year, 10% on prior half; Strong 
volume growth in BCB and WIB
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(46)(21)48
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Source: Westpac
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Expenses skewed to higher growth businesses
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AGAAP A-IFRS (cash earnings basis)

Expenses by business unit (% change over year)

Group expense to income (%)

Spending diverted to 
higher growth businesses

• Expenses up 4%

- Employee costs up 5%, given focus on 
investing in additional customer serving 
employees

• Expense to income ratio down 90bps

Source: WestpacSource: Westpac

45.9%
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More investment directed to the front line

16%22%

48%

56%

10%

7%
26%

15%
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FY06 1H07

Front Office Capability
Basel II & Compliance
Productivity & Infrastructure
Other

Allocation of major project spending (%)

Deferred expenses and capitalised software

92

485

1H07

9877Amortisation

480439
Capitalised software 
balance

1H06 2H06$m 

• More resources devoted to growth 
businesses – BT and business segment

• Large scale infrastructure platforms now 
operating

• More investment devoted to smaller 
projects focussed on revenue and 
productivity

Source: Westpac
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Impairment losses consistent with loan growth
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Loan growth Net change in risk profile

• Total impairment losses rising off a low base

• New collectively assessed provisions up 
$62m

• Individually assessed provisions lower, 
mainly due to the Institutional bank

• Net writebacks and recoveries $21m lower 
over 1H06, $57m lower over 2H06

Impairment losses movement 1H06 – 1H07 ($m) Contribution to CAP2 movement 1H06 – 1H07 ($m)

Higher delinquencies in Australia 
& NZ, some regrades in NZ 

business and instability in the 
Pacific; WIB improved

Loan growth, particularly personal 
unsecured 

Impairment losses to average loans (basis points)

A-IFRSAGAAP

Source: Westpac

Source: Westpac

1

1  IAP – Individually Assessed Provision 2  CAP – Collectively Assessed Provision
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Responding to changes in the economic cycle

Portfolio is reflecting 
changes in the environment

Australia

• Higher interest rates

New Zealand

• Very high interest rates

• High exchange rate

Pacific

• Tensions in certain 
markets
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Stressed exposures as a % of total 
commitments

Consumer unsecured – 90 day 
delinquencies (%)

• Fully provisioned against 
portfolio – collectively 
assessed provisions to non-
housing loans to 114bps

• Enhanced analytics 
improving our 
understanding of customers

• Increased collections 
capability with new systems 
and more than 17% 
increase in resources 

• Beginning to leverage 
Basel II data and 
experience

Source: Westpac

Source: Westpac
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Reinvesting capital in the business

4.34%4.55% (19bps)17bps(43bps)
(55bps)79bps

3

4

5

6

2H06 Cash Earnings Dividends Business
application

Capital issued Other 1H07

• Growth demands higher – risk weighted assets up 10% over half

• Capital position remains solid – all ratios within target ranges

Ratio Target Ranges

• Tier 1 6.50% 6.00 – 6.75%

• ACE 4.34% 4.00 – 4.75%

• Higher ‘other’ principally includes increased deductions for foreign currency translation reserve 
and deferred tax assets

Adjusted Common Equity (%)

Source: Westpac
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Consumer – profitable growth broadly in line with system

• Growth driven by

- Investment in front line people (173 
additional customer serving staff)

- Capturing growth in high growth states 
(WA and Qld)

- Maximising use of Reach and improved 
sales practices

• Over 12 months, total mortgage growth 
verses financial system 0.9x, against 
banking system 1.0x

• Impairment losses growing in line with 
larger unsecured consumer portfolio
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Strong growth in 
QLD and WA

Growth 0.9x 
system
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Aust NSW/ACTVic/Tas Qld SA/NT WA

Westpac Australia System

Mortgage growth by state1 (%)

Source: RBA, Westpac,

Consumer segment cash earnings up 12% ($m)

Source: Westpac

1. 12 months to February 2007
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Cards – delivering controlled growth

• Annualised growth of 16%, 1.2 times 
system – predominately from existing 
customers

• Spreads 76bps lower given

- Change in portfolio mix toward low rate 
cards

- Increase in low rate balance transfers

- Higher interest rates increasing the 
interest cost of transactors 

• Fully provisioned for growth and changes in 
credit environment

• Growth expected to slow in 2H07 as one-off 
uplift in volumes in last 12 months is not 
repeated

Sources of credit card growth (%)

Source: Westpac

1H06 - 1H07

Organic growth 

Westpac/Virgin
acquisition

New 
customers

~40% 

Existing WBC 
customers

~60%
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Business segment – benefiting from prior investments

• Solid balance sheet growth  (loans 14%, 
deposits 17%)

- 193 additional bankers added in 2006 
now fully productive

- Pinnacle embedded, with 80% of deals 
automatically assessed

- Enhanced relationship focus improving 
cross-sell

• Credit quality remains sound, 90+ days 
delinquent steady at 0.61%

429
479

98 13 (43)
(2) (16)

300
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Expenses Impairment
losses
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Net loans and deposits ($bn)

Source: Westpac

Business segment cash earnings up 12% ($m)

Source: Westpac
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WIB – strong business growth

• Cash earnings up 17% (excluding 
structured finance)

• Operating income growth of 5%

- Growth in customer activity and FUM 

- Strong contribution from capital markets

- Margin down 2bps

• Income growth offset by

- Lower FX income

- Sale of Sub-Custody business ($7m)

- Run-off in investment securities 
portfolio ($28m)

• Impairment losses down $27m - no new 
impaired assets

0 50 100 150

Debt Capital Markets -
originations

Capital Markets - sales &
trading

Financing

1H07

1H06

Debt markets revenue contribution ($m)

Source: Westpac

WIB (ex SF) cash earnings movement ($m)

Source: Westpac
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Financial Markets and Treasury – solid contributions

12340150Total Treasury income

-2325Non-interest income

12317125Net interest income

1H072H061H06Group Treasury ($m)

256

46

62

148

1H06

244184Total Financial Markets product income

1730Equity and energy 

9934Capital markets

128

1H07

120

2H06

Foreign exchange

Financial Markets product income ($m)

Source: Westpac
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BT – continues to be a growth driver

40%Broking revenue

20%Advice sales revenue

22%

40%

6%

14%

34%Wrap FUA

Corporate Super FUA

Total FUM

Margin lending

Net insurance revenue 

% Change
1H06-1H07

Key performance indicators
BT cash earnings movement – up 22% ($m)

Source: Westpac

201165
(11)(24)78

(7)

0

100

200

300

1H06 Net
interest
income

Non-
interest
income

Expenses Tax and
OEI

1H07

• Strong growth across the business

• Solid FUM and FUA flows

• Cross sell improving in Advice and 
Insurance

• Insurance returns improving off a low base
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BT – improving share in a fast growing market

• Fund management flows solid with good 
pipeline of new business

• Wrap FUA driving platforms growth

• In insurance we have seen a pick-up in 
cross sell (insurance products sold as a 
percent of banking products sold) from 
2H06-1H07

- Home and contents sold by HFMs up 
from 38% to 45%

- Credit card protection insurance rates 
up from 12% to 21%

233Wholesale

10naBroking

1015Margin Lending

1411Retail

6

10

21

Latest 
quarterly 

share of new 
business (%)

12Platforms

6Life Insurance

7Corporate Super

Market share
(%)Product

Source: Retail – S&P Dec 2006; Wholesale – S&P Dec 2006; Platforms – S&P Dec 2006; Corporate Super – Dexx&r Dec 2006; Margin Lending – RBA Quarterly Statistics 
Dec 2006, ranking data for margin lending is based on an internally generated estimate; Life insurance – Plan for Life data Dec 2006.
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NZ – revenue growth offset by higher impairment losses

• Solid volume growth, lending up 17%, 
deposits up 11%

- Delivering on Auckland focus

- Aligning policies, product and 
pricing to market 

• Margins declined by 24bps

- 13bps in lending spread/mix 

- 9bps in deposit spread/mix

• Modest non-interest income growth 
given fee changes to enhance 
competitiveness 

NZ cash earnings movement – down 3% ($m)

Source: Westpac

227 221
25 9 (14) (31) 5
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losses

Tax 1H07
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NZ impairment losses consistent with economic environment

• Impairment losses up rising off a low base 
responding to the economic environment

- Sustained higher interest rates

- Strong currency

• Composition of NZ$31m increase in 
impairment losses

- NZ$14m increase from business 
regrades

- NZ$15m rise in consumer provisioning
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Watchlist & substandard
90+ days past due well secured
Impaired¹

Source: Westpac; 1. Impaired assets for FY05 & Mar06 include 90+ days credit cards, personal loans & overdrafts to reflect APRA's prudential approach to the adoption of 
A-IFRS by ADI's, which came into effect 1 July 06. 2. Prior to 2006 data was on an AGAAP basis

NZ stressed loans (%)

Impairment expense to average loans2 (%)

0.0

0.1

0.2

0.3

0.4

2000 2001 2002 2003 2004 2005 2006 1H07

Westpac 2007 Interim Results29

Indicative drivers for FY 2007

• Increase consistent with strong loan growth and changes in the operating 
environment – higher interest rates and a high exchange rate in NZ

Impairment 
losses

• Sustain higher investment spending while maintaining gap to revenue growthExpenses

• Lending expected to grow broadly in line with banking system

• Margin decline at top end of 5-10 basis points contraction

• Solid non-interest income with continuing strong contributions from BT and WIB

Revenue



Outlook

David Morgan, Chief Executive Officer
3 May 2007
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Economic environment remains sound

• In Australia:

- Expansion continues in Australia, 
despite impact of drought  

- Inflation trending modestly higher, 
but under control

- Unemployment at 31 year low

• By contrast, a period of slower 
growth in New Zealand

• Continuing solid global growth 
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Source: RBA, RBNZ, Westpac Economics
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Credit growth moderating but solid
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Superannuation on a strong growth path
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Australian superannuation funds under management ($bn)

Estimates (To 2015)

$0.4t

$1.5t

Superannuation

Deposits

Sources: Dexx&R September 2006, RBA, BCB Savings and Investments, Westpac Economics
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Key priorities  

• Wealth management – actively growing our share 

• Business Financial Services – capitalising on our investment

• New Zealand – executing on turnaround

Westpac 2007 Interim Results35

Confident outlook

Confident we can continue to deliver strong results:

• Solid earnings growth

• Leading return on equity

• High quality and sustainable performance
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Disclaimer

The material contained in this presentation is intended to be general background information on Westpac Banking 
Corporation and its activities. 

The information is supplied in summary form and is therefore not necessarily complete. Also, it is not intended that it 
be relied upon as advice to investors or potential investors, who should consider seeking independent professional 
advice depending upon their specific investment objectives, financial situation or particular needs.

The material contained in this presentation may include information derived from publicly available sources that have 
not been independently verified.  No representation or warranty is made as to the accuracy, completeness or 
reliability of the information.

This presentation contains statements that constitute “forward-looking statements” within the meaning of section 21E 
of the U.S. Securities Exchange Act of 1934.  The forward-looking statements include statements regarding our 
intent, belief or current expectations with respect to our business and operations, market conditions and results of 
operations and financial condition, including, without limitation, indicative drivers, indicative revenue contribution by 
portfolio, expected medium term revenue growth and forecasted economic indicators and performance metric 
outcomes.  

These statements reflect our current views with respect to future events and are subject to certain risks, uncertainties 
and assumptions.  We use words such as ‘may’, ‘expect’, 'indicative', ‘intend’, ‘forecast’, ‘estimate’, ‘anticipate’, 
‘believe’, or similar words to identify forward-looking statements. Should one or more of the risks or uncertainties 
materialize, or should underlying assumptions prove incorrect, actual results may vary materially from the 
expectations described in this presentation.  Factors that may impact on the forward-looking statements made 
include those described in the sections entitled 'Risk factors,' 'Competition' and 'Risk management' in Westpac’s 
2006  Annual Report on Form 20-F filed with the U.S. Securities and Exchange Commission.  When relying on 
forward-looking statements to make decisions with respect to us, investors and others should carefully consider such 
factors and other uncertainties and events. We are under no obligation, and do not intend, to update any forward 
looking statements contained in this presentation


