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Aspiring
hospitality
professional.

“| was so shy, | could hardly look
at anyone in the eye, let alone
speak to them.”

This is how Gamilaraay woman

Gail Morgan felt before she joined

the Warrigal Program, a hospitality
apprenticeship co-created last year by
Westpac and catering partner Compass

Group. A year into the program, with

her newfound confidence and industry "Ifg;:”y.ogteg‘?“; E(h:rgowrg,lz s:zé”ﬁel Y:‘ZZ' My mum would

qualifications, Gail works full time yjustgive itago. tdid, WS :

at Westpac Place in Sydney. much better now. be amazed if she
The Warrigal Program is one of the could see me now.

The best part for Gail is she can now
share her success with her family. “I love
taking my nephews out to the cinema or
for an ice cream on the weekends. They
know | can do that now because | have a
great job. And they want to have a great
job too, just like their aunty,” Gail said.

innovative ways Westpac is initiating long
term career pathways for Aboriginal and
Torres Strait Islander people in line with
the aspirational commitments set in our
Reconciliation Action Plan.

Westpac Banking Corporation ABN 33007 457 141




What’s important
to our stakeholders

Shareholders &)

Ordinary dividends up

3% @

Cash earnings up?

Reported profit up®

0% @

Cash return on equity*

Expense to income ratio
(cash basis)

Sector leading

Customers =

Customer complaints down®

v e

Requests for cardless
withdrawals

Pre-approved limits for
existing business customers
via LOLA®

$30bn+

Products per customer’

Up from 2.96

Customers

Employees

Women in leadership
up from 44% to

High performer retention
rate remained high at

95%

Lost time injury frequency
rate improved from 1.1 to

Employees using flexible
work arrangements

03%

Bankers professionally
qualified through our
Best Banker program

=

Community O

Community investment

$116m

CleanTech and environmental
services sector lending

Social and affordable
housing sector lending

Up 24%

232 grants and scholarships
awarded from Westpac
Group's foundations valued at

$4.1m

People undertaking
Westpac's financial literacy
education programs

Assurance over the content and key data sets in this report is provided by Ernst & Young. Detailed assurance statement available in the 2015 Sustainability Performance Report
at www.westpac.com.au/2015AnnualReview
All comparisons in this review are against results for the 12 months ended 30 September 2014 unless otherwise stated.
Cash earnings is net profit attributable to equity holders adjusted for the impact of treasury shares, fair value on economic hedges, amortisation of intangible assets and one-off significant items

1
2

~No U s w

not part of ongoing business operations.

Net profit attributable to owners of Westpac Banking Corporation.

Cash earnings divided by average ordinary equity.

Across Westpac Retail & Business Banking, St.George and BT Financial Group.

LOLA is Westpac's Live Online Lending Application platform, limits conditionally pre-approved.
Westpac Retail & Business Banking and St.George.
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Lindsay Maxsted.

Positioned

for the future.

Chairman’s Report

In another period of significant change and
development, Westpac has continued to deliver

value for shareholders.

The 2015 financial year has been
another significant period for Westpac.
We appointed a new CEO, refreshed
the Group's strategy, and proactively
responded to regulatory change.

At the same time we have supported
shareholders by enhancing the value of
the franchise and increasing dividends.

In February 2015 Brian Hartzer
commenced as our 25th CEO, taking
the reins from Gail Kelly who had
successfully led your company for the
previous seven years. Gail was a great
leader and left the organisation in
very good shape.

Choosing a new CEO is one of the most
important roles of a Board and we were
very pleased to appoint such a strong
executive with the skills and experience
to take Westpac into its third century.

In selecting a new CEO, the Board set
clear criteria and undertook a global
search. | would like to share some of
our considerations with shareholders
as it reinforces how the Board thinks
about Westpac's future, and the areas
we want to develop.

At the top of our criteria list, the Board was
looking for a seasoned banking executive
with excellent leadership skills. While it may
appear obvious, it is important to highlight
that banking is a complex industry and the
Board strongly believes that deep banking
experience is essential to run one of the
largest banks in the world.

On strategy, the Board is committed

to our customer-centric approach, and
we were |ooking for an executive who
would further develop this strategy while
recognising the significant change facing
our industry. Accordingly we sought a
CEO who was alert to the issues and

had the capability to proactively respond
and turn opportunity into advantage.

Brian Hartzer met this criteria,
particularly with his strong grasp of
digital technologies and how they are
impacting our industry. This, combined
with his success in managing our
Australian Financial Services division
for the prior three years, made Brian
the clear choice for CEO.

Performance summary

The Group has had another solid year in
2015. Cash earnings' were $7,820 million,
an increase of 3% over the previous year.
The company uses cash earnings as a key
metric for determining dividends and
believes it is the most appropriate measure
for assessing financial performance.

Statutory net profit in 2015 increased

6% to $8,012 million. This year, the Group
reported some significant infrequent
items including a gain on the partial

sale of BT Investment Management
(BTIM), a tax benefit associated with our
acquisition of select Australian businesses
of Lloyds Bank, and costs from changes to
the accounting of technology investment
spending. Because of their size and
nature they were excluded from the
calculation of cash earnings.

1 Results refer to cash earnings unless otherwise stated. For an
explanation of cash earnings see footnote 3 of the Performance
Highlights section of Westpac's full Annual Report.
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Cash earnings growth was supported
by a solid operating performance
across all divisions which led to a 4%
rise in operating revenue, and a 3%
lift in core earnings (profit before
impairment charges).

The Group's key financial metrics also
remained strong with a cash return on
equity of 15.8%, net interest margin of
2.08% and an expense to income ratio
of 42%. This latter efficiency metric
places Westpac as one of the more
efficient banks in the world.

Strength remains

a hallmark of Westpac
with all dimensions
improving.

A hallmark of Westpac is strength and
this continued in 2015 with all dimensions
of the business improving, including:

— Asset quality has further improved
with impaired assets declining
19% and delinquent accounts
remaining low;

— Capital levels have significantly
lifted; and

— Funding and liquidity remain strong
with total liquid assets reaching
$136 billion and the liquidity
coverage ratio reaching 121%.

Capital

Following the release of the final report
from the Financial System Inquiry (FSI)
in late 2014, capital has been a hot topic
across the industry. Among a range

of considerations, the FSl report
recommended that Australian banks
needed to be "unquestionably strong”
and to achieve that they would need

to increase capital.

We responded, raising capital early
and aiming to lift our capital ratios to
the upper end of our preferred range.
That preferred range for our common
equity tier 1 (CET1) capital ratio is
between 8.75 and 9.25%.

This saw Westpac raise $2 billion of
equity with our 2015 first half result.

We also raised a further $0.5 billion
from the partial sale of our shareholding
in BTIM. These initiatives contributed

to increasing our CET1 capital ratio

to 9.5% by September 2015 and
above our preferred range.

In July this year APRA responded to the
FSl report, including announcing changes
to the calculation of risk weighted assets
for Australian mortgages. That change

is to apply from 1 July 2016. This was
significant, increasing the capital

we need to support our Australian
mortgage portfolio by over 50%.

The size of this required increase led

us to announce a fully underwritten

pro rata Entitlement Offer to raise
approximately $3.5 billion of additional
equity. We decided to raise capital via
an Entitlement Offer as we felt this was
the fairest alternative for shareholders.
At the time of writing, the Entitlement
Offer had not been finalised but feedback
has been very positive. The institutional
offer was particularly well supported
with approximately 95% of institutional
entitlements being taken up.

In aggregate, and following the
Entitlement Offer, we will have topped
up our capital by around $6 billion

this calendar year with the majority
raised from existing shareholders.

The Board and | greatly appreciate the
very strong support from shareholders
for these initiatives.

Changes in the capital required by the
Australian banks is part of a global debate
on how much capital banks should hold.
In essence, regulators are aiming to

avoid a repeat of the Global Financial
Crisis. This is a worthy aim, and we are
advocates for strong banking systems
that are able to withstand crisis.

Australia has a very strong banking
sector, recognised by many as one of
the strongest in the world, but remaining
strong requires constant vigilance as the
next source of stress is usually different
from the last.

Regulatory objectives to strengthen the
banks are supported, but at the same
time we must acknowledge the sector’s
strong starting point and that efforts to
further strengthen banks, and balance
sheets, come at a cost.

Requiring banks to hold more capital
for example has real costs. It impacts
returns, it increases costs to borrowers
and it impacts the economy by diverting
resources from other productive uses.

It is vital that we seek to get this

balance right between capital and
strength, particularly at a time when

our economy is in need of both
confidence and investment.

Dividends

The Group's solid financial performance
has supported a further increase in
dividends through the year. The 2015

final dividend was 94 cents per share fully
franked, and combined with the 2015
interim dividend, total dividends for the
year were 187 cents per share, an increase
of 3%. Comparing dividends paid to the
share price at 30 September 2015 of $29.70,
that translates to a yield of 6.3%.

While dividends have increased,
because of our capital initiatives,

the path of increases has slowed with
a one cent per share rise over the last
two halves. We continue to pay out

a high portion of profits as dividends
to distribute franking credits that are
valued by shareholders.

It is important to highlight that
despite increasing capital, we have
maintained our dividend approach

of steadily increasing dividends within
a sustainable pay-out ratio.

While on the topic of dividends,

a number of shareholders have
written to me following suggestions
that Australia’s imputation system
should be reviewed.

| am on the record as being a strong
advocate of Australia’s imputation
system. There are a number of reasons
for this view but in summary Australia’s
imputation system: removes the double
taxation of company profits; encourages
appropriate balance sheet settings

by companies; reduces the incentive
for companies to minimise tax; and

it supports the efficient allocation

of resources across the economy.

It is good tax policy and good for

our economy and we will continue

to make our views well known.

Dividend per ordinary share (cents)’

2015 187

2014 182

2013

2012

2011

1 Excludes special dividends of 20 cents per share in 2013.
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The operating
environment

Banking is undergoing significant
change; changes in technology,
changes in customer behaviour and
changes in regulation. If anything, these
trends have accelerated. Technology,
or the digital revolution, is a particular
challenge for Boards because, as has
been experienced in other industries,

it has the potential to materially

impact the value of the business.

This year the Board devoted more

time to technology developments and
issues such as cyber-crime, disruption,
and the progress on our various
technology investments. Our technology
management team has also been
strengthened through the year.

Technology and potential disruption
are topics we take very seriously and

| am pleased that we have maintained
a dedicated Board Technology
Committee since 2009 to lead our
thinking on these matters.

Regulatory change has also been
significant across the sector through
2015. In addition to capital increases
we have needed to respond to changes
in regulation across a range of areas
including superannuation, financial
planning and liquidity management.
We have also responded to inquiries
on financial advice and on credit

cards. At the same time, failures in
other banking markets have prompted
regulators to question whether the same
issues exist in Australia or not, and this
has increased regulatory scrutiny.

All these elements have involved
significant cost and effort. We are
working cooperatively with regulators
to continue to protect customers and
hope that future change will not impose
excessive costs or stifle innovation.

The operating environment for banks
more generally has been supportive
although sentiment remains cautious.
This can be seen in consumer spending
and their approach to borrowing.

For businesses, caution is reflected

in modest investment and conservative
balance sheets. As a result, credit
growth has hovered at around 6%

for much of 2015.

The flip side to caution and modest
growth is that consumer and business
balance sheets are healthy and asset
quality remains in excellent shape.

We have seen stronger growth in housing,
along with commercial property and
infrastructure. That growth has tended

to be skewed to NSW and Victoria, which
have been less impacted by the slowdown
in mining. Conversely, growth in Western
Australia has been more subdued with
the economy adjusting to lower incomes
as mining investment eases.

Board composition

Following some major changes in

the Board over recent years, 2015 was
a period of moderate change. Brian
Hartzer joined the Board on becoming
CEO while Gail Kelly retired.

We also welcomed Craig Dunn to the
Board in June. Craig is a strong addition,
and as the immediate past CEO of AMP
Limited brings experience as a recent
executive and a deep understanding

of wealth management—a key area of
growth for the Group. Craig also brings
additional digital insights to the Board
as Chairman of the recently opened
Stone and Chalk. Stone and Chalk is a
fintech hub supporting digital innovation
in financial services in Australia.

Outlook

We continue to be positive about the
outlook for Australia and New Zealand.
Both economies have relatively low
unemployment, controlled inflation

and moderate growth. Growth has been
below trend as the slowdown in mining
investment has not been fully offset by
improved spending or from the effects
of the lower Australian dollar.

Within Australia, the outlook is for

a modest lift in the real GDP growth

rate back to trend, which we now assess
at around 2.75%. That compares with
growth of around 2.2% over the last year.

The anticipated lift in the GDP growth
rate reflects expectations for some
improvement in household spending
growth, non-mining investment,

and exports. Partially offsetting

these factors is an expected further
contraction in mining investment and

a smaller contribution from residential
construction. These forecasts are reliant
upon some further weakness in the
Australian dollar, ongoing record low
interest rates, and a stable year for

our terms of trade.

A bright spot will be the ongoing recovery
in Australia’s net exports of services that
are benefitting significantly from the
competitive Australian dollar.

These sectors, along with health and
professional services, are boosting jobs
growth. Lead indicators point to the
unemployment rate initially stabilising
before drifting lower as economic
growth improves.

For banking, we are expecting broadly
similar credit growth to that achieved
in 2015 although the composition

is expected to be a little different,
with improved business lending and
an easing in housing growth.

Competition is expected to remain
strong as the sector adjusts to holding
more capital.

Summary

It has been another good year for
Westpac. Our divisions are in good
shape, performance has been sound
and we have materially strengthened
the company’s balance sheet.

Banking is undergoing significant change
but given our clear strategy, ongoing
investment and strong management
team, your company is well positioned
for the changing environment.

Westpac is well placed to continue
delivering sound returns to shareholders.

/‘V Lk JISS /
—_——
LINDSAY MAXSTED

Chairman
Westpac Group
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Westpac at a glance

Founded in 1817, Westpac is Australia’s
first bank and first company. From our
modest beginnings as the Bank of New
South Wales, we have grown to be

one of the largest and strongest banks
in the world. We provide a wide range
of banking and financial services to

One of top D

over 13 million consumers, businesses
and institutions across our core markets
of Australia and New Zealand while
maintaining a presence in key markets
in Asia and the Pacific. We are deeply
proud of our heritage, including our
unique portfolio of brands.

listed companies on the ASX by market cap:
$95 billion as at 30 September 2015

$023 billion ...

$124 billi()n funds under administration

$427 billion w.cov .
NO.1 0r NO.2 i1 chosen markets across all businesses A

$892 million ife insurance in-force premiums

Unique portfolio of brands

WlFestpac

Bank of
Melbourne

1 Actual number of employees is 39,754.

*st.george

bankm

()
¢BT Financial Group

RAMS

While we are almost 200 years old

we have constantly responded and
adapted to the changing environment.
But one thing has stayed the same;

our focus on service and on helping our
customers, communities and people

to prosper and grow.

WilAestpac

Institutional Bank

w

EST. 1861
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Brian Hartzer.
Building on
strong foundations.

CEQO’s Letter

Dear Fellow Shareholders,

In my first report to you as Chief Executive Officer
| would like to start by acknowledging what

an honour it is to have the opportunity to lead

a company with such a rich history, strong values,
and well-positioned businesses.

| believe banks exist to support
economic development, and Westpac's
position as Australia’s first bank,

and oldest company, means we have

a proud history of contributing to the
success of the Australian and New
Zealand economies.

In this and future letters, my aim will be
to share with you my candid assessment
of how the company is performing, what
challenges and opportunities we are
facing, and what our priorities will be

for the next period.

Thanks to the outstanding leadership of
my predecessor, Gail Kelly, and the talent
and dedication of the 40,000 people
who work here, I'm pleased to report
that our company is in great shape.

We have a very strong balance sheet,
excellent asset quality, and are the most
efficient bank in the sector. More broadly,
our approach to running our business

in a way that balances the needs of all
stakeholders—customers, shareholders,
employees, and the communities

we serve—has seen us once again
recognised as the global banking leader
in the Dow Jones Sustainability Index—
the eighth time we've been named

the sector leader since 2002.
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All of our business divisions are
performing well, and I'm pleased
to report that—unlike many of our
global banking peers—we have
not been distracted by businesses
outside of our core markets or with
significant legacy problems that
need to be remediated.

Our financial results for the 2015
financial year reflect this. As you can
see in this report, Westpac delivered
cash earnings of $7,820 million in full
year 2015, a 3% uplift on the prior year.
This represented earnings per share of
249.5 cents, and a cash return on equity
of 15.8%—a solid performance given
the environment. Reported net profit
was up a stronger 6%.

This performance is a testament to

the strong foundation that was built

by the leaders in whose footsteps

| follow: most recently Gail Kelly—as well
as David Morgan and Bob Joss before
her—who led Westpac through periods
of significant change while enhancing
the value of the company. My aim

is to continue this tradition.

Strong leadership is an essential
element in any company, and one

of my first priorities as CEO has been
to build a first-rate team. Westpac
has a very experienced and talented
executive team who have worked
well together over many years.

To this strong starting point we have
added some fresh energy through
the recruitment of Lyn Cobley—

who leads our Institutional Banking
business—as well as the internal
promotions of David Lindberg to

lead our Commercial & Business
Bank; George Frazis—to lead our new
Consumer Bank—and the confirmation
of David McLean as CEO Westpac
New Zealand. Gary Thursby (Chief
Strategy Officer) also joined the
executive team during the year.

Getting the right leadership team

in place has been critical. While financial
services has regularly seen significant
change since Westpac first opened

its doors almost 199 years ago, seldom
have we seen a period where external
forces are so rapidly transforming our
operating environment. In my opinion,
it's the biggest period of change that
we've seen in Australian banking since
deregulation in the 1980s.

The drivers of this have been well
reported: the shift from a resource
and construction-driven economy to
a service-led economy; the ageing of
the baby boomers, and the pervasive
impact of technology on customer
needs and competition.

In financial services, we are also dealing
with the aftermath of the Global Financial
Crisis (GFC), in several respects. First,
there are ongoing efforts by regulators
to address the risk of ‘too big to fail’
banks by tightening requirements on
capital levels, funding, and liquidity.
Second, in response to various
mis-selling and other scandals, there

is rightly no tolerance from regulators
and communities for poor conduct and
culture. And finally there's the pressure
on banks’ lending margins as central
banks try to stimulate economic
growth through gquantitative easing
—the impact of the ‘wall of money’

in financial markets.

We've added fresh energy
to our experienced and
talented executive team.

These rising community and regulatory
expectations of the sector make it
essential that we strive to operate

our business sustainably.

At Westpac, we pride ourselves on
engaging with all our stakeholders,
but there is more we can do to better
explain this balance and the inherent
trade-offs that we make.

From a business point of view, the
magnitude of change that we face
has meant we needed to take a fresh
look at our strategy and priorities

for the next 3-5 years, to make

sure that we were keeping up with
stakeholder expectations and, as far
as possible, turning these challenges
into opportunities to strengthen our
competitive position.

The sections that follow describe

the strategy and our priorities and
why we believe Westpac is well placed
to move to leadership as we enter our
third century of business in 2017. | will
also provide my perspective on the
performance of our various business
units and some of the material
decisions we took this year.

Annual Review & Sustainability Report 2015
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Service-led strategy

The starting point for our strategy has
been to understand the fundamental
shifts in customers’ needs and
expectations. Customers' financial
needs are becoming more complex,
and at the same time they want their
banking to be dramatically simpler and
more efficient. They expect high quality,
unbiased advice, and they want it at

a time and place that suits them—not
the bank. They want the strength and
trust that comes in dealing with a safe
bank brand, and they recognise that
they have growing choice in providers.

Technology has clearly played a role

in these changes. The growth of

the Internet and ubiquity of mobile
devices in many aspects of commerce

is changing what customers expect

from their bank, as well as giving banks
more flexibility in the way they deliver
products and services. It also creates the
very real threat of disruption to existing
businesses from new competitors.

Rather than fear these changes, Westpac
has decided to embrace them.

We believe that if we stay focused on
delivering great service to our customers,
then new technologies give us a fantastic
opportunity to become even more
competitive and efficient.

As a result, earlier this year we added the
small, but important word 'service’ into
our overall company vision—to be one
of the world’s great service companies,
helping our customers, communities
and people to prosper and grow.

This may seem like a minor change,

but we see it as an important difference.

It affects everything we do, from changing
what we offer customers and the way we
work, to how we reward our people and
set our priorities as a company.

As a service company, our job is to
help customers achieve something
that's important to them—not just

to sell them another product. It's also
a philosophy that is consistent with
our role as a bank in supporting
economic development, and running
our business in a sustainable way.

From an investment point of view,

the focus on service helps us retain and
grow our customer base, as well as build
loyalty and deepen relationships, without
relying solely on price. That allows us to
sustain our margins and continue to invest
in the business. A service orientation also
encourages us to avoid excessively risky
segments and to offer suitable products
and services in line with customers’ and
regulatory expectations. All of this in turn
enhances the value of our franchise.

Many of our competitors refer to similar
themes, so our success in achieving
service leadership will depend to a great
degree on how well we implement.

We have therefore translated our strategy
into a 3-5 year program that we call the
‘Service Revolution’. The program is
comprised of five strategic priorities,
supported by a series of projects

that have clear accountabilities and
metrics to assess performance.

We are making good progress on each
of these priorities.

18%
1 PERFORMANCE DISCIPLINE
Westpac is already recognised for

its disciplined financial management

and strong balance sheet. At an overall
level, we seek to balance strength, return,
productivity, and growth. At a divisional
level, all our businesses generate solid

returns, operate in a highly efficient way,
and have an excellent risk profile.

0

While our overarching objective is to
grow the long-term value of the franchise,
we know that it is important to deliver
strong financial performance, year-in

and year-out. To that end we are seeking
to maintain our return on equity above
15%—a challenging target in the context
of increasing capital requirements.

Around the world, well-managed banks
with similar mix of businesses have
typically achieved this level of return,
and we consider Westpac to be in the
same league. We also recognise capital
is a scarce and valuable resource that
needs to be put to work efficiently.

At this level of return we can also
continue to sustain dividends and
support growth.

2 SERVICE LEADERSHIP

As we seek to build one of the
world's great service companies,
we've substantially evolved the way
we are responding to customers’
expectations about how and where
we support them.

This includes an increase in our future
annual investment spend of around
20%, directed to growth, service, and
efficiency initiatives. This year we have
made significant progress in using
digital innovation to redesign the
customer experience, making things
simpler, easier, and better for our
customers and for our people.

For example, our new online/mobile
banking platform, Westpac Live, has
contributed to an increase in the number
of products per customer and a significant
decrease in complaints. Similar results

are being achieved in New Zealand since
the February 2015 launch of our new
award-winning online banking platform,
Westpac One.

We are also investing in our physical
network. This includes the reconfiguration
of branches into new formats that offer
state-of-the-art digital solutions to make
transactions quicker and easier for both
consumer and business customers.

This approach frees up bankers to spend
more time with customers. Regardless of
their location, customers can also connect
via video conference with a range of
financial service specialists—a particularly
powerful solution for business customers.
Over 80% of our sites are video enabled
and we expect over half our branch
network to be in the new format over

the next three years.

To measure our success with this priority
we have set a target to attract another
one million customers by 2017, and
deepen our relationship with them by
increasing the number of our products
they have. This is a stretching goal and
will mean that our people will have

to work hard to nurture every single
customer relationship.
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OUR VISION

To be one of the world’s great service companies,

helping our customers, communities and people
to prosper and grow.

STRATEGIC PRIORITIES

PERFORMANCE Managing our business in a balanced and disciplined way
DISCIPLINE to be recognised as the region’s best-performing bank.
SERVICE Through our service revolution, help customers achieve
LEADERSHIP their goals.

DIGITAL Continue to invest in digitisation and use technology
TRANSFORMATION to redesign and enhance the customer experience.
TARGETED Direct investment towards the areas that offer the greatest
GROWTH growth including wealth, SME and Asia.

WORKFORCE Continue to employ and retain the best people with
REVOLUTION a culture that helps them succeed.

A SUSTAINABLE FUTURE

EMBRACING

SOCIETAL CHANGE Help improve the way people work and live as society changes.

ENVIRONMENTAL

SOLUTIONS Help find solutions to environmental challenges.

BETTER FINANCIAL

FUTURES Help customers have a better relationship with money.

Annual Review & Sustainability Report 2015



3 DIGITAL TRANSFORMATION
Digitisation brings with it exciting
opportunities to improve efficiency
and to deliver banking and financial
services in completely new ways.

We have already seen the benefits of
this opportunity this year. This included
the launch of our Live Online Lending
Application (LOLA) that has completely
reengineered the application and
approval process for small business
lending; and BT Go-Invest, the first-
of-its-kind digital portal that enables
customers to view their share portfolios
and make transactions online 24/7.

We have also introduced a range of
new mobile apps, including the first
banking app for a smart watch.

We are exploring
innovative technology
partnerships and
investments.

We're also alert to the emergence of

new business models with the potential to
‘disrupt’ traditional banking, as well as the
increased threat of cyber-crime. To ensure
we stay one step ahead of these issues,
we are exploring innovative technology
partnerships and investments.

This includes a $50 million investment

in our Reinventure fund, which invests in
promising start-up ‘fintech’ businesses.
One of the early investments was in
Society One—one of Australia’s first
peer-to-peer lenders. With a different
take on traditional banking, peer-to-peer
lending has created a niche market
offshore and we wanted to keep

abreast of developments locally.

So far, Reinventure has made seven
separate business investments,
which helps us to keep pace with
digital innovation. As some of these
new fintech solutions begin to take
off we hope to be already on the
runway with them.

We're also continually improving the
resilience and security of our systems

to protect the confidentiality, integrity
and availability of customer information
and sensitive commercial data. This saw
us invest in Quintessencelabs, a security
firm specialising in quantum-computing
enhanced cyber security.

This investment will further boost the
Group's information security capabilities
and provide access to a pipeline of
security innovations. It also signals our
proactive, strategic approach to building
security capabilities now and in the future.

The ultimate impact of this digital
transformation will be a genuine
win-win: our customers will benefit
from better security and an improved
customer experience; our staff will have
more time to spend with customers
and on meaningful work; and the bank
(and its shareholders) will benefit

from lower risk and significantly
improved productivity.

To measure our progress on this, we've
set a new target of achieving a 40% cost
to income ratio by 2017.

4 TARGETED GROWTH

While we have delivered sound growth
over recent years, it is vital that we identify
and invest in those sectors and segments
that will generate stronger growth over
the medium term. We are focusing on
wealth, small and medium enterprises
(SME) and Asia as our big-ticket growth
‘highways’. In addition, we are seeking

to grow in markets and segments

where specific opportunities have been
identified—in particular home lending

to owner-occupiers.

In wealth, the Group already has a leading
position in administration platforms and
is seeking to build on that further with our
investment in Panorama, a state-of-the-art
online platform that helps customers—
and their advisers—to manage their
wealth, including their superannuation.

To date the system has over $1.3 billion

of funds under administration and more
than 2,000 advisers are registered

to use the platform.

Insurance is another area where we

see significant opportunities to grow.
We recently entered into a strategic
alliance with Allianz to expand the range
of insurance products available, and

to streamline the origination process.
As part of this, a number of competitive
new products will be rolled out in the
2016 financial year.

While growth from SME customers

has been relatively modest over recent
years, we continue to see opportunity.
Australia and New Zealand business

is fundamentally SME-dominated,

so supporting this segment is good for
the entire economy. Our investment is
focused on being proactive in supporting
businesses and making it easier for them
to do business with us. Our revolutionary
LOLA platform is not only making the
process of taking out a loan easier, it is
helping customers to determine how
much they can borrow and what their
options are to grow their business.

In Asia, the Group continues to invest
and build our capability. Our strategy

is focused on connecting Australian and
New Zealand customers with Asia and
increasingly, to support Asian-based
customers looking to invest and grow

in Australia and New Zealand.

We have steadily built our business

in the region and now have strong
capabilities in trade, financial markets
and transactional banking. We have
also built market leadership in AUD/
CNY currency hedging.

5 WORKFORCE REVOLUTION

At the core of Westpac's ability to
meet the challenges of the future
and revolutionise the way we deliver
service is our people and our
organisation’s culture.

We have increased our efforts on

a number of fronts to get this right,
including programs to provide the best
physical environment, tools, systems and
policies for our people, while fostering

a new mindset to drive greater agility,
productivity, and wellbeing.

Westpac Group



We're also working to ensure that

our organisational culture attracts
employees who put customers’ interests
first, are highly engaged, inclusive, and
digitally confident.

By the end of the calendar year more

than 10,000 employees will have relocated
into new, ‘agile’ workspaces—including

at Melbourne’s Collins Street, Brisbane's
Eagle Street and Sydney’s Barangaroo
and Kogarah. Among those employees
already in the new workspaces we've
already seen dramatic improvements
across key measures of productivity,
flexibility, and absenteeism.

Formulal
enthusiast.

We also believe a workforce that
embraces diversity—those from
different cultural backgrounds, different
ages, genders, abilities and sexual
orientation—allows us to tap a deeper
talent pool and gives us greater insight
to respond creatively to the needs

of our diverse customer base.

In 2015 we took further action on

a number of these priorities. This year
the proportion of leadership roles

held by women rose to 46%, up from
44% last year. And initiatives to deliver
our Reconciliation Action Plan have put
us well on track to attract an additional
500 Aboriginal or Torres Strait Islander
people to our organisation by 2017.
We're proud of these outcomes, but we
have significant work to do to keep up
momentum and create true inclusion.

"Without Westpac, | wouldn't be
in the position I'm in today.”

Growing up in Europe, Darius was
exposed to Formula 1 from an early age,
resulting in a passion for cars. This led
him to start his own transport business
when he moved to Australia.

"I purchased my first truck in 2007, which
was financed through Westpac.” Eight
years later, Darius has grown his fleet
to 18 vehicles. Although pleased with
his growth, it wasn't until he was recently
discussing his business objectives
with his Westpac banker Kim, that

An important milestone this year was
the completion of a new Enterprise
Agreement with the Finance Sector
Union that creates substantial benefits
for employees, the business and
customers. The new agreement, which
replaces 19 complex instruments with
one set of innovative, customer-focused
terms, represents a market-leading
package to help attract and retain the
right people.

With that background on our strategy
and priorities, let me now turn to our
financial performance this year.

he became aware of the opportunities.
Armed with Westpac’s LOLA (Live Online
Lending Application) tool, Kim was able
to confidently advise Darius that his
business could support an increase in
borrowing and that he was conditionally
approved for $250,000.

“The fast turnaround time and the
conditional approval enabled me to
access two equipment needs to rapidly
extend my business—it was exceptional
service and enabled me to instantly
capitalise on an opportunity that has
further enhanced my business.”




2015: A solid
financial performance

Our 2015 result can be best summarised
as one of disciplined growth, well-
managed margins, continued investment
and a strengthening of all elements

of the franchise.

Cash earnings, our preferred measure of
performance, was up 3% to $7,820 million
for the 2015 financial year with cash
earnings per share up 2% to 249.5 cents.
Our return on equity was a solid 15.8%
and remains above our 15% target.

On a reported basis Westpac's net

profit of $8,012 million was 6% higher.

The stronger growth in reported profit
compared to cash earnings was due

to a small number of large infrequent
items that are included in reported

profit but which were excluded from the
calculation of cash earnings. These items
included $665 million after tax gain on the
partial sale of BTIM and $64 million of tax

benefits associated with the acquisition
of Lloyds Australia. These were partially
offset by changes in the accounting

of technology investment spending
which contributed to a $354 million
(post tax) write-down of capitalised
technology costs.

Operating income for the group was
up by 4% from a 7% increase in lending,
a 4% increase in customer deposits
and flat net interest margins.

The increase in lending was mostly

due to an increase in Australian
mortgages of 7%, which was broadly

in line with growth in the system.

Within housing, the investor category
has seen much attention over the year,
particularly following the introduction
of a regulatory cap on growth of 10%
per annum. We responded by tightening
our lending criteria and adjusting our
pricing on investment loans, and our
growth has now eased below the 10%
limit. At the same time, as opportunities
in investor housing slowed we increased

MOVEMENT IN CASH EARNINGS ($M) FULL YEAR 2015 - FULL YEAR 2014

Solid franchise growth offset

by lower trading income and

higher insurance claims

Lending up 7%,
margins unchanged

our focus on owner-occupied lending,
and this has contributed to a strong
uplift in applications and approvals

in the latter months of the year.

Business lending has shown some
‘green shoots’ in recent months and
after a period of relatively subdued
activity we experienced solid growth.
For the last year much of that growth
was in areas such as infrastructure and
commercial property, although more
recently we are seeing a broader pickup
in commercial activity. This has been
especially strong in SME, where our new
‘Connect’ model of video conferencing
is supporting our bankers and customers
where there is improving confidence

to invest and grow.

We have also continued to experience
good growth in equipment financing,
thanks in part to our acquisition of Lloyd's
Australian operations last year. This has
been a very successful acquisition for

us which continues to perform ahead

of expectations.

Asset quality improved

although lower writebacks
of provisions saw the charge
for FY15 higher

Most growth due to higher

investment related costs

Increased tax on higher earnings;
effective tax rate little changed

at 29.4%
743 (23) (389)
] (103) 3
— 6) 7,820
7,628 D
Cash earnings up 3% or $192 million

Full Year 2014 Net interest Non-interest Operating Impairment Tax and Full Year 2015
cash earnings income income expenses charges non-controlling cash earnings

interests
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Honorary
treasurer.

In addition to his day job,

Michael is the Honorary Treasurer
at the Thornleigh Anglican parish
where he helps the ministry

with its finances.

“The parish is the centre of our
community and it's our duty to instil
confidence that the administration
is being taken care of soundly.” To this
end, Michael places great importance
on ensuring the Ministry’s employees’
superannuation is distributed
efficiently and in a way that is
SuperStream compliant.

When Michael learned of the Westpac
superannuation clearing house called
QuickSuper he recognised it had the
potential to streamline superannuation
payments. The system is a digital
innovation allowing employers

to channel the superannuation

of employees to a wide variety

of funds.

Westpac’s service
has been exceptional,
far exceeding my
expectations.

"By taking cheques out of the process
and digitising the administration at the
parish, the entire super process was
made more efficient. Westpac's service
has been exceptional, far exceeding
my expectations.” The time and effort
saved has helped Michael spend more
time with what matters personally,
his family.

On the other side of QuickSuper’s
clearing house, Michael Dwyer,

CEO at First State Super, echoes these
comments: “Westpac Institutional Bank
have been thought leaders in this space
and continue to make an important
contribution to our business.” First State
Super provides its members with a better
financial future: offering safe, secure
superannuation, retirement incomes and
quality financial advice. QuickSuper has
improved outcomes for employers and
members by simplifying and streamlining
their administration processes. “We can
see that contributions are received and
processed very quickly and this should
lead to savings for our members over

the long term,” Michael added.
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Non-interest income was little changed
over the year although the underlying
trends are positive, particularly in

wealth management. A good example
was the 8% increase in Funds Under
Administration (FUA), where we continue
to lead the market on platforms and
have seen continuing positive flows.
However, these gains were offset by

a lower contribution from trading income
and some severe storms which increased
claims and reduced insurance income.

Expenses increased 5% over the

year, with most of that increase due to
investment related costs, including the
reconfiguration and upgrade of our

Meet Grant.

BankNow
Bank manager.
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branches and launching a new online
capability in both Australia and New
Zealand. These investments represent

a deliberate commitment to the future
of our franchise, and were partially offset
by productivity benefits in our existing
operations of around $239 million.

Our expense to income ratio for the year
was 42%, a little higher than 2014 but still
ranking us as the most efficient bank in
Australia, and one of the more efficient
banks globally.

Impairment charges (or bad 