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ANZ announces steady profit despite
difficult international environment

Australia and New Zealand Banking Group Limitedorgled an operating profit after tax and
before abnormal items of $1,175 million for the iyeaded 30 September 1998, broadly
similar to the $1,171 million for the 1997 finarly@ar. The operating profit after tax and
abnormal items was $1,106 million, up from $1,024iom in 1997.

ANZ Chairman, Mr Charles Goode, made the followdoghments about the result:

“Maintaining profit at last year’s level is a créatile result in the context of a deteriorating
international environment.

“Our domestic banking businesses in Australia aed/ealand have performed extremely
well, particularly Personal Banking. The benefiitan our investment in programmes to
improve efficiency are now emerging with total estwer than in 1997, and second half
costs lower than in the first half.

“ANZ has a long established position as Austratid Alew Zealand’s international bank and
therefore felt the impact of the Asian turmoil ahd collapse in emerging financial markets.
Our review of these activities led us to substdigti@duce our non core Asian exposures and
exit our capital markets operations in London.

“We also exited institutional stockbroking and ttogether with the cost of exiting the
London capital markets operations resulted in amahal loss after tax of $69 million.

“We enter the current year with a business thathastter strategic balance.

“The final dividend will be increased to 28 cents ghare, bringing the full year dividend to
52 cents, up 8% on 1997. The increase in the elnddeflects the underlying strength of the
Group and its future prospects. The dividendasked to 60% and this level is expected to
increase in the current financial year,” Mr Goodeauded.

For media enquiries, contact: For analyst enquiries, contact:
Paul Edwards David Ward

Head of Group Media Relations General Manager

Tel: (03) 9273 6955 Office of the Chief Executive

(0411) 233390 Tel: (03) 9273 4185
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FOR PRIORITY TRANSMISSION

Name of Company: Australia and New Zealand Banking Group Limited
ACN 005 357 522

Report for the year ended 30 September 1998

A$ Million

Group operating revenue

- before abnormal items 11,598

- after abnormal items 11,528
Group operating profit after income tax and out&daity interests

- before abnormal items 1,175

- after abnormal items 1,106
Group net abnormal (loss) after tax (69)
Final dividend per share

This year 60% franked at 36% 28 cents

Last year fully franked at 36% 26 cents
Books close for final dividend 20 November 1998
Payment of final dividend 21 December 1998

The final dividend will be payable to shareholdegistered in the books of the Company at close of
business on 20 November 1998. Transfers mustdgetbbefore 5:00 pm on that day to participate.
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HIGHLIGHTS !

Operating profit pre-abnormals steady at $1,17%anil
(1997: $1,171 million)

Return on equity 15.5% (1997: 16.9%)
Operating profit after abnormals $1,106 million $79$1,024 million)

Final dividend 28 cents per share, up 8%, frankeé&D%o

Record profit performance in Australia and New Zedl

- Australia up 16% to $796 million

- New Zealand up 28% to $158 million

- reflects Australia and New Zealand PersonalkiBanup 29% to
$462 million

International profit down 39% to $221 million, redting difficult
environment, credit deterioration and emerging rebond losses

Total operating expenses down 2%. Cost income 64ti9%,
down 2.2%; or down 5.0% to 58.6% for continuingibasses

Risk profile reduced
- Asian exposures reduced by 47%
- London capital markets exited

- Institutional broking exited

Increased disclosure of geographic and businessrpemce

Prior period data restated for changes in accougtpolicies and measurement approach (refer pagesns839). Figures before abnormals
unless stated otherwise
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CHIEF EXECUTIVE OFFICER’S REVIEW

My first year as Chief Executive Officer of ANZ hlasen both challenging and rewarding.

Whilst Australia and New Zealand have felt somedffrom the Asian crisis, international finanaisdrkets
have been in turmoil, substantially impacting intgfonal banks around the world, including ourselve
Nevertheless, ANZ has delivered a profit broadiyikir to last year. We achieved this by produgiecprd
results in both Australia and New Zealand, whichengp 16% and 28% respectively, to offset a 39%imec
internationally. This is a significant achievemana difficult environment, and serves to underedbe
transformation of our domestic businesses ovepésé two years, as well as the diversified natéi@io group.

This said, | do not wish to mask some very reabjgms we have experienced overseas with the ohsediterial
increases in both country and market risk in enmgrgnarkets, particularly in Asia and Russia, whiahsed
credit and trading losses. Faced with this, wediquickly and decisively to protect earnings ung non
core exposure, halting proprietary trading, andhdriawing from high risk segments. This has setuvaditigate
the potential impact on profits and shareholdea@alWhilst slipping against our domestic competitecently,
our share price trend compares favourably withrivetgonal banks in the USA and Europe, many of wisie
trading at almost half of their recent values. #arlong haul we remain convinced that havingraernational
presence is the right strategy for ANZ.

Record Results Domestically

Our businesses in Australia and New Zealand acHiaev&gnificant profit improvement of $144 milliadfiter tax
in aggregate, notably as a result of our successdincing costs by $121 million. In both countnress reduced
the cost income ratio by more than 5%.

Personal Banking results were up 29% to $462 millpyincipally following the successful cost ratiisation of
the business. In Australia, there has been sooduct growth in mortgage lending and cards. Aiguently
recorded the highest monthly inflows in mortgagediag during the year. In credit cards, we rentaeclear
market leader. Our retail funds management styate enhanced by the introduction of the ‘Gatevwagster
trust, which achieved good customer acceptance.

Business Banking in Australia, where we hold aileggbosition, achieved sound growth while rebalagdts
risk position. Asset Finance achieved strong dnawinew business writings while lowering the doase to
maintain leadership in this segment. Our foreigchange and domestic capital markets activitiesamad
excellent year. ANZ Securities faced substantiaityeased competition, mainly from foreign entsamthich
jeopardised its future prospects. We therefork tbe decision to withdraw from institutional stbekking and
to focus on retail broking.

In summary, domestically we simultaneously redumests per customer, increased revenue per custanr,
increased our market share. We believe this Exasllent set of outcomes.

Overseas Profits Hit by Deteriorating Environment

1998 has been a year of considerable turmoil Brimational financial markets - the most turbulesriqd since
the 1930’s. The current downturn in Asia is thestrsevere for at least 50 years, and full recoiseuonlikely for
three to five years. Our long established intéoma positioning, which served us well in the gdr®90s when
domestic markets were weak, felt the adverse impfaitiis environment. In response we reduced raye-Asian
exposures; total Asian exposures were reduced %y 4he increase in non-accrual loans of $790 oniltame
mainly from overseas, leading to net specific pmrs of $512 million being transferred from thegel
provision.

The contagion effect spread westwards and emergargets bond markets collapsed, notably in Russsaylting
in sizeable trading losses for our operations indan. Following a strategic review aimed at lowgnisk, we
withdrew from this business. The costs of exitingJuding the write-down of the residual bond falib, and
exiting institutional broking, were taken as abnatitems.

x



CHIEF EXECUTIVE OFFICER’S REVIEW (continued)

We are not proud of this aspect of the result. [@ve made the most of the volatility in exchangies and
earned good profits from our foreign exchange @@y, this more hostile environment tested ousixg
strategies to their limits, exposing some flawse Réve used this year to put these issues largbiynd us and
we believe that the reduction in risk, which folledvour decisions, will contribute substantiallyirtgproved
quality of earnings in the future.

Preparing for the Future

Conditions in the year ahead are likely to reméiallenging. Most forecasters predict a slowingdéonomic
activity worldwide, including Australia, and marksilatility is likely to persist. Indeed, the ootk for the next
five years is radically different to the conditiooisthe last five years. In this lower growth andre volatile
environment, we will continue to reduce risk, reglgost and focus on building our customer busirsesse

We are now pursuing a strategy to reposition osirtass increasingly towards consumer banking aradl sm
business, including retail funds management aradgélproducts. Nevertheless, we intend to mairtain
strength in Corporate Banking but with a lower fgis&file and stronger non-interest income. Thfgositioning
of the bank is under way, as has already been d&nated this year.

We are a major domestic bank but differentiate elues by our international presence. However nekat
conditions overseas require us to be more seleckwveryone is well aware of our strengths in SAgla and the
Pacific Islands, but we are underweight in East/sid have indicated our intention to strengthenttfiough
acquisition when the time is right. As things statihe environment in East Asia has remained &kyfiior us to
proceed. We have consciously slowed this progesgling an improved environment. Going forward,intend
to maintain roughly the current balance of domestisus international with effort overseas coneaatt on
markets that offer the greatest potential for shalder value, at a lower level of risk.

We also intend to bring alive our promise of makitegling with ANZ an enjoyable experience for our
customers, and of creating an environment at ANZretpeople excel. We are building a performanseda
culture, with increasing levels of accountabiligtter performance management and increased reatiamefor
those who contribute most. Improving the skillsl &adership abilities of our people is a priorityithout
jeopardising these objectives, we will continue eonphasis on cost reduction and on the establishofi@nmore
technologically oriented approach to banking.

It is important that everyone understands the megywe have made in transforming our businesseagparly
in Australia and New Zealand. Accordingly we haubstantially increased our already high level stiisure
by adding full profit and loss accounts by geogsaphd by business, and more detail on countryarsk
expenses.

All of these changes are in the pursuit of incrdagdeareholder value by achieving superior finarngéaformance.
Notwithstanding a more hostile environment andattdt result than we had hoped, we have demondtgated
progress in delivering superior earnings performeashmmestically. This, together with actions algetaken to
lower risk, give sufficient confidence to reiteraigr promises to shareholders on future profiymebn equity
and on lowering our cost-income ratio.

Our People have Done Well

The achievements of the last year, especiallytough external environment, could not have beeneméthout
the loyalty, commitment and hard work of many pedproughout ANZ. | would like personally to thaalk our
people for their substantial contribution.

| am conscious that there is still a lot to be doham however confident we will rise to the clalje.
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FINANCIAL HIGHLIGHTS

PERFORMANCE MEASUREMENTS*

1998 1997
Profitability ratics
Before abnormal items
Return on:
Average shareholders' equzlty 15.5% 16.9%
Average assets 0.8% 0.9%
Average risk weighted assets 1.0% 1.2%
Total income 10.1% 10.1%
After abnormal items
Return on:
Average shareholders' equzlty 14.6% 14.8%
Average assets 0.7% 0.7%
Average risk weighted assets 1.0% 1.0%
Total income 9.6% 8.7%
Net interest average margin 2.97% 3.04%
Efficiency ratios *
Operating expenses to net operating income 60.9% 63.1%
Operating expenses to net operating income - eamjroperations (refer page 22) 58.6% 63.6%
Operating expenses to average assets 2.3% 2.5%
Debt provisioning
Economic loss provisioning 487 400
Net specific provisions 512 86
Earnings per share (cents)
Basic
Before abnormal items 77.2 78.4
After abnormal tems 72.6 68.6
Diluted
Before abnormal items 76.9 78.2
After abnormal tems 72.4 68.4
DIVIDENDS
Dividend rate (cents)
Interim - 60% franked (1997: fuly franked) 24 22
Final - 60% franked (1997: fully franked) 28 26
Dividend payout ratio
Before abnormal items 67.8% 61.6%
After abnormal tems 72.1% 70.4%

* Prior period data restated for changes in accangipolicies and measurement approach (refer pageand 39)
2 Excluding outside equity interests
3 Before abnormal items
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FINANCIAL HIGHLIGHTS (continued)

ASSETS AND CAPITAL

199¢ 1997 Movt
%
Total assets ($M) 149,720 138,241 8%
Risk weighted assets ($M) 116,096 106,147 9%
Shareholders' equity ($M) 8,335 6,94: 20%
Total advances ($M) 113,707 101,510 12%
Net tangible assets per share ($) 4.98 4.59 9%
Capital ade quacy ratio (%)
- Tier 1 7.2% 6.6% n/a
- Total 10.7% 9.8% n/a
General provision
General provision as a % of
risk weighted assets 1.2% 1.3% n/a
General provision, excluding attributable
future income tax benefit, as a %
of risk weighted assets 0.8% 0.9% n/a
Non-accrual loans ($M)
Non-accrual loans 1,662 872 91%
Specific provisions (762) (444) 72%
Net non-accrual loans 900 428 110%
Specific provision as a % of total non-accrual an 45.8% 50.9% n/a
Net non-accrual loans as a % of net advances 0.8% 0.4% n/a
Net non-accrual loans as a % of shareholders'yéquit 10.7% 6.1% n/a

1 Excludes outside equity interests
2 Includes outside equity interests



CHIEF FINANCIAL OFFICER’'S REVIEW
Overview

Australia and New Zealand Banking Group Limitedorgled an operating profit after tax before abnoriteahs
of $1,175 million for the year ended 30 Septem!828] broadly similar to the result for the 1997afigial year
of $1,171 million. The return on shareholders’igghefore abnormals was 15.5% (16.9%) and earrpegs
share was 77.2 cents (78.4 cents). The operatofy gfter tax and abnormals was $1,106 milliop,from
$1,024 million in 1997.

Last year’s profit before abnormals was maintainetvithstanding an operating environment which tiees
most adverse since the Australian recession in.1992

Australian businesses, in particular Personal Bapkperformed extremely well achieving strong gtowt key
market segments whilst reducing costs. Our foreigrhange activities globally benefited from vdibtiin
financial markets. Unfortunately these were offset deterioration in credit quality flowing frotine Asian
turmoil and the collapse in emerging markets whgchto significant losses from our investment bagki
activities in London. The subsequent decisionxibtbe London capital markets operations (inclggdine
writedown of the portfolio previously classified imayvestment) and institutional stockbroking restilie an
abnormal loss after tax of $69 million.

We have also made significant progress with rerewging the Group during the year. Risk levelsaweduced
with Asian exposure managed down by 47% (in USadd#rms), all proprietary trading activities tenaied and
Funds Management capital transferred out of equiitito less volatile money markets. With the béadéfom
numerous programmes to improve efficiency now emgrgdotal costs were lower than in 1997 and sedwifi
costs were lower than in the first half. The dosbme ratio was reduced to 60.9% from 63.1%.

The Group further strengthened its capital baseflamibility by being the first Australian bank tssue
Preference Shares in the US retail market. Thed08illion issue increased the Group’s Tier 1 @dpatio to
7.2%.

The final dividend will be increased to 28 cents gieare, bringing the full year dividend to 52 cgnip 8% on
1997. The increase reflects the benefits of thengineering as well as the underlying strengtthefGroup.
The dividend is franked to 60% and this level ipepted to increase next year.

1
Business Segment Profit After Tax Geographic Profit After Tax

M ™M
1200+ 1200y

Investment Banking y
International
10004 Other 1000j
Interational
(excl. ANZB) o001 New Zealan
800
Business Banking &
Asset Based Finar
6001 6001
Funds Management Australia

4004 4001

Personal Banking
2004 2004

o

1997 1998 1997 1998

* Before abnormal items 1 Before abnormal items




CHIEF FINANCIAL OFFICER’S REVIEW (continued)

PROFIT AND LOSS

1998 1997 Movt
$M $M %

Net interest income 3,547 3,437 3%
Other operating income 2,099 2,110 -1%
Net operating income 5,646 5,547 2%
Operating expenses (3,438)  (3,502) -2%
Operating profit before debt provisions 2,208 2,045 8%
Provision for doubtful debts (487) (400) 22%
Income tax expense (537) (466) 15%
Outside equity interests (9) (8) 13%
Operating profit after income tax

before abnormal items 1,175 1,171 0%
Abnormal loss before tax (202) (182) -44%
Income tax benefit - abnormal items 33 35 -6%
Abnormal loss after tax (69) (147) -53%
Operating profit

attributable to members of the Company 1,106 1,024 8%

A Change in Profit

M
16001
. Higher
Grg‘t"::r'" Restructuring
14007 Non Interest Cost Increased
Abnormal Lower income Tax Abnormal
12001 Items Margins Lower Higher Items
Costs ELP debt

provision

Balance
Sheet
Growth

1000

Lower
result on
trading
securities

| Net Interest Other
Income income

800+

600

4001

200

Post Abnormals ~ Pre Abnormals
1997 1997

Pre Abnormals
1998

Post Abnormals

1998




CHIEF FINANCIAL OFFICER’S REVIEW (continued)
Net interest income

1998 1997 Movt

$M $M %

Interest income 9,499 9,455 0%
Interest expense (5,952) (6,018) -1%
Net interest income 3,547 3,437 3%
Interest spread and net interest average margin % %

Gross interest spread 2.40 2.49 n/a
Interest forgone on impaired assets (0.07) (0.06) n/a
Net interest spread 2.33 2.43 n/a
Interest attributable to net non-interest beariags 0.64 0.61 n/a
Net interest average margin 2.97 3.04 n/a
Average interest earning assets ($M) 119,728 113,242 6%

The 3% increase in net interest income reflectg68aith in average interest earning assets and &sh@d basis
point) decline in margins.

The former reflected: Group Net Interest Income Meroge
» strong lending growth in Australia (12%) $B Mergin
- mortgages (13%) 4 5%
- commercial lending (14%) 354+ I
« lending growth offshore, mainly due to 3l T 4%
exchange rate movements o e B
T . 25+ T | 1
« offset by a reduction in interbank lending — 3%
2
Margin decline was due to: 157 2%
e competition in New Zealand and Australi 17 1106
continued to pressure margins 05+
offset by 0 } } } 0%
* improved spreads from our international 1995 1996 1997 1998
operations, reflecting a mix change ) ) )
following the winding back of lower @ Net interestincome  —¢— Net Interest Average Margin
margin

money market activity

e a greater proportion of interest earning assets
being held domestically where margins are
higher.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

Other operating income
199¢ 1997 Movt

$M $M %

Fee income

Lending 592 570 4%

Other including commissions 914 823 11%
Total fee income 1,506 1,393 8%
Foreign exchange earnings 373 237 57%
(Loss)profit on trading instruments (83) 182 n/a
Other income 303 298 2%
Total other operating income 2,099 2,110 -1%

A key objective of the Group has been the divagatfon of income streams with an emphasis on mglfiee
income. Growth in fee income reflects:

higher card, transaction and funds managementefexds|

an increase in structured finance fee income, hptalthe second half

higher commercial bill volumes, offsetting contiantin margins due to competitive pressures

some benefit from exchange rate movements intemeity.

Foreign exchange income grew strongly as the Geotigasury benefited from market volatility, notaisl
Asian currencies.

The collapse in emerging market bond prices irstfmnd half and the impact of the Asian turmoilted
$265 million turnaround in trading performance.view of the heightened risk from emerging markisbt
trading, this activity has now been exited.

Other income was affected by:
the strategic decision to reduce the risk profflehe Group by transferring Funds Management chpita
previously principally in equities, into less vadlatbut lower yielding money markets. Last yeaanings in
other income of $65 million reflected bull markenditions which were not repeated in 1998.
gain of $26 million on demutualisation of the Cte@eference Association of Australia (CRAA)
lower compensation payments as a result of redizoegreferred business.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

Operating expenses

1998 1997 Movt
$M $M %

Personnel expenses 1,854 1,949 -5%
Premises expenses 347 362 -4%
Computer expens 341 330 3%
Other expenses 776 771 1%
Restructurinb 120 90 33%
Total operating expenses 3,438 3,502 -2%
Employees (FTE) - Permanent 30,827 35,926 -14%
Employees (FTE) - Temporary 1,245 978 27%
Total employees 32,072 36,904 -13%

! In addition, restructuring expenses of $32 milli@897: $327 million) were treated as abnormal

Operating expenses were reduced by $64 millioralaéclining Australian dollar masked an underlydegrease

in costs of $102 million. Expenses were down irsthalia ($72 million) and New Zealand ($49 million,

$30 million excluding FX) but were up internatiolyal$57 million, flat excluding FX), reflecting ekange rate

movements. These lower costs were key driversbehie reduction in the cost income ratio of 5.206 i

Australia and 6.9% in New Zealand.

The benefits of the Group’s restructuring programsnow apparent:
FTEs down 4,832 or 13%
personnel and premises costs down

restructuring spend during the year was $344 millieaving a provision balance of $82 million.

Personnel expenses also reflect lower performaglaged bonuses to trading staff.

Increases in computer expenses were modest, netaiiting:
Year 2000 compliance work
Euro 99 compliance work

major projects to improve and standardise systbotb, in Australia and New Zealand, and internatigna

10
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

Asset quality

The charge for doubtful debts was determined
under economic loss provisioning principles
(“ELP™ and derived from our risk management
models. The increase in ELP from $400 million
to $487 million reflects:

lending asset growth (11%)

deterioration in the risk profile of the Asian
portfolio.

The charge equates to 45 basis points on net Ig
and advances.

Actual loss experience or net specific provisions
during the year amounted to $512 million
including:

$263 million on Asian exposures
$113 million on Australian exposures

2000

1500

1000
ans

- General Provision

Asia Specific Provision

ELP

Charge Net

Transfer
Specific
Provision

Surplus

500

Sep 97

APRA
guideline
minimum

Sep 98

$60 million on Middle East exposures

$34 million relating to emerging markets
capital markets activities in London.

Net specific provisions were lower than the
expected loss in our Australian businesses and
higher in our International markets.

The Group’s aggregate Asian exposure reduced
by 47% (in US dollar terms) over the year, from
US$11.5 hillion to US$6.1 billion (refer

page 59). The reduction was achieved mainly &
contracting non-strategic lending, principally in
the interbank market.

ELP v Net Specific Provisions (SP) by Business Segme

At 30 September 1998, the general provision

stood
at $1,401 million, a surplus of $492 million ovhet
0.5% of risk weighted assets guideline

indicated by the Australian Prudential Regulati
Authority.

Non-accrual loans

Gross non-accruals increased by $790 million
to $1,662 million with exposures relating to:
Asia up $339 million

Australia up $194 million (mainly in the first
half)

Middle East up $170 million.

The Group remains well provided with the
coverage ratio stable at 46%.

Net non-accruals stand at $900 million and
represent 10.7% of shareholders’ equity at

1998 1997
ELP SP  ELP SP
Principal Domestic Markets
Personal Banking 103 66 104 61
Business Banking 83 50 92 (22
Asset Finance 72 50 60 34
Investment Banking 33 6 29 8
291 172 285 81
International Markets
Commercial Banking 119 98 62 20
Y Investment Banking 64 258 43 (23
183 356 105 3)
Other 13 (16) 10 8
487 512 400 86
Non-Accrual Loans
Provision
coverage ratio

60%

r 50%

r 40%

r 30%

r 20%

1998

1995 1996 1997

[ Net non-accrual loans 1 Specific provision —#— Provision coverage
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

30 September 1998.
Income Tax Expense

1998 1997

Effective tax rate
- before abnormal items 31.2% 28.3%
- after abnormal items 31.1% 29.5%

The tax expense on profit before abnormals incebbgeb71 million with a 2.9% increase in the effeetax
rate, due to:

« significantly lower levels of tax preferred income

< the impact of emerging markets debt trading logsasgred in lower tax jurisdictions.

Abnormal Iltems

1998 1997
$M $M
Restructuring costs - (327)
Decision to exit businesses
Restructuring (32) -
Write down of residual emerging markets securities
(previously classified as investment portfolio) (70) -
National Housing Bank interest receipt - 145
(102) (182)
Income tax benefit 33 35
Abnormal loss after tax (69) (147)

The 1998 abnormal item includes the costs assacveith exiting institutional broking and the Londoapital
markets operations. As a consequence of the léteresidual emerging markets securities podfdreviously
classified as investment) was transferred to Atsdéldor sale within Other assets and written doyi$B0

million to market value.
Balance sheet

Group assets grew by 8% (or 4% excluding foreign
exchange impact).

Interbank lending, particularly to Asian institutis 1998 1997

was reduced. BALANCE SHEET $B $B

Solid lending growth was achieved in Australia: Assets

« Personal Banking up $3.4 billion, with mortgages Interbank balances 42 109
up $2.8 billion (13%) Loan portfolio 110.1 97.8

» Business Banking up $3.0 billion. Trading and investment securities 10.0 1p.4

Growth in other assets reflects the revaluation of | ©ther 254 19.

off-balance sheet trading activities mainly due to 149.7 1382

movements in exchange rates. o ]
Liabilities and equity

Total shareholders’ equity increased 20% to Interbank balances 10.8 1019
$8.4 billion, aided by the issue of US$400 million Deposits and borrowings 94.6 892
preference shares in September. Acceptances 15.7 140
Other 16.5 13.7
Capital resources 12.1 10{4
149.7 138.2)
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)
Capital Adequacy

The Group remains well capitalised.

The Australian Prudential Regulation Authority Capital Adequacy Ratio
(APRA) guideline ratio of qualifying capital to %
risk weighted assets is a minimum of 8% of whi 12

Tier 1 capital must be at least 4%:

« the Group’s capital adequacy ratio was up
0.9% to 10.7%,

 total Tier 1 ratio of 7.2%, up 0.6% from
September 1997, substantially due to the iss
of US$400 million preference shares in
September 1998.

1995 1996 1997 1998

[ Total OTier1

Risk Management

The last 12 months have tested our risk managesystéms and procedures. While our record is not
unblemished, we did reduce the amplitude of theaithps 1998 turned out to be one of the most tanbylears
in financial markets since the 1930s with the srigiAsia unfolding in a way that few economistgovernments
predicted.

Four of the 20 largest declines in exchange rateg 4970 have occurred in Asia since mid 1997onBmic
activity in the region has gone from an annual ghorate of 7% in the period 1992-1997 to a likedyptraction of
5% in 1998. The region continues to be burdenekidly levels of bad debt with non performing loanpected
to peak between 45% and 75% in Korea, Thailandrashahesia.

Asia

ANZ through its long established international fraise was adversely affected by the Asian turmbd.address
the situation and manage our exposures down thepGestablished a specialist team early in the year.

This enabled the Group to provide early comfort tha situation was well controlled and that créases could
be absorbed within the Economic Loss Provisioniolicy.

At the Annual General Meeting in January the Chaiimdicated the Group’s specific provisions fa ylear
would be contained “around $500 million”. Specfli@visions for the year were $512 million, inclogli
$263 million for Asia.

The Group has significantly reduced its non-striatagsets in Asia. This resulted in a reductiototal exposure
to the region of 47% in US dollar terms. Lendindiges have been reviewed and tightened to focusetwork
business, particularly trade finance, rather tlmgi§n currency lending to local entities.

Looking forward, the region continues to be underss and further problem exposures can be expected
However, with the actions taken to reduce the le¥@utstandings, these are likely to be well belk888 levels.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)
Risk Management (continued)

Emerging Markets

Contagion effects from the Asian turmoil have béghacross other emerging markets. Between Manch a
September 1998, the JP Morgan Emerging Markets Balek Plus fell by up to 36%, while the failureRdissia
to deal with its economic crisis led to a drophe Russian Country Composite Index of 85%. ANZ wgssed
to the emerging bond markets through its Capitalkeéts trading activities in London, and this was ghincipal
cause of a turnaround in trading income of $26%ianilfor the year.

In July, ANZ made the decision to exit all propaigttrading activities. Exposures were reducedsbute
positions could not be exited due to lack of ligtyidn the global bond markets, and losses contirtoebe
incurred in the period between July and Auguste d@&cision to close our London capital marketsvdigts has
now been made as part of the program to rebalamag filom higher risk wholesale banking activitieEhe
residual investment portfolio was written down tarket value as at 30 September 1998.

National Housing Bank of India

Following the Arbitration Award handed down in tBeoup’s favour on 29 March 1997, the National Hogsi
Bank of India (NHB) had the award reviewed by tipe@&al Court in Mumbai, which on 4 February 1998eved
that the award be set aside. ANZ has filed analppith the Supreme Court of India seeking thatSpecial
Court’s order be set aside. As the matter is adlt¢ comment by the parties is limited. The Grbap obtained
legal advice from Senior Counsel and based ordiiivite no provision has been made in respect ofltien.

Year 2000

ANZ, like other users of computer systems, facesshue of the potential disruption to businesstbald
eventuate with the date change from 1999 to 2@@nificant effort continues to be directed to adding Year
2000 issues, with cost expected to be $183 millidh.of ANZ's systems have been analysed and regadl
systems testing of ANZ’s internal applications aneschedule for completion by the end of Decembé81

External testing of interbank clearing systemshwither institutions, will commence in February 999 his
cross-industry testing is scheduled for complebigr80 June 1999. A review of externally providedducts and
services is also well underway and testing has cemeed.

Year 2000 has the potential to adversely impacbtbhader economy and therefore have negative iatpies for
credit quality. ANZ is active in assessing the awipof Year 2000 on the creditworthiness of out@uers and
in raising their awareness of the effect it coudddron their business.

Euro

ANZ has established a programme to ensure thbaiiking products/services, and customers, are fuipared
for European Economic and Monetary Union, and #hwe Buropean currency, on 1 January 1999.

Strategic positioning

The events of the last twelve months have ledreaasessment and strategic rebalancing of our reareg of
risk. Tangible evidence of this is seen in theiglen to close the London capital markets operatidnd down
of interbank money market activities and reductionon-strategic Asian exposures. Going forwérdre will
be a continuing rebalancing of our portfolio wittduced emphasis upon wholesale activities. Oarriational
activities will be sharpened with greater focusmfmwer risk assets reflecting our areas of tradai strength in
trade, foreign exchange and supporting the needsrafietwork customers and building our consurraandhises.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

AUSTRALIA
1998 1997 Movt
$M $M %

Net interest income 2,271 2,223 2%
Other operating income 1,427 1,295 10%
Net operating income 3,698 3,518 5%
Operating expenses (2,288)  (2,360) -3%
Operating profit before debt provisions 1,410 1,158 22%
Provision for doubtful debts (303) (268) 13%
Income tax expense (311) (203)  53%
Operating profit after income tax (before abnormalite ms) 796 687 16%
Net abnormal loss after tax (11) (155) -93%
Operating profit after income tax and abnormal ite ms 785 532 48%
Net interest average margin 3.55% 3.81% n/a
Return on book equity (before abnormals) 16.3% 14.6% n/a
Operating profit after tax as a % of average

risk weighted assets 1.2% 1.1% n/a
Operating expenses to net operating income 61.9% 67.1% n/a
Operating expenses to average assets 2.7% 3.0% n/a
Net specific provision as a %

of average net advances 0.2% 0.1% n/a
Net non-accrual loans 561 313 79%
Net non-accrual loans as a % of net advances 0.7% 0.4% n/a
Employees (FTE) - Permanent 17,395 21,113 -18%
Employees (FTE) - Temporary 756 612 24%
Total employees 18,151 21,725 -16%
Lending growth 13.8% 8.9% n/a
Total assets 94,194 80,321 17%
Risk weighted assets 75,063 66,687 13%

Reflecting the initial benefits of our restructgiand business initiatives in Australia, profitdref abnormals was up
$109 million, an increase of 16%.

The cost income ratio for the Australian operativas reduced from 67.1% to 61.9%. Operating ex@engre down

3% with cost savings flowing from:

« restructuring programs implemented during the yiegparticular the roll out of Branch of the Futued Operations
& Technology and head office restructuring

* FTEs down 3,574 or 16%.

A 2% increase in net interest income reflected:
« strong growth in lending, particularly in mortgage®l business banking
» partly offset by a 26 basis point decline in négtiest margin.

Non-interest income was up with:

« higher transaction and cards fee income in Perdenaking

» higher commercial bill volumes, offsetting a cootian in commercial bill margins

« strong foreign exchange earnings

« gain arising on the demutualisation of the CredifdRence Association of Australia; offset by

 the decision to switch Funds Management capitabbatjuities to lower the risk profile of the Groupast year's
earnings of $90 million reflected bull market cdiatfis.

Asset quality remains sound in Australia, with @ased non-accruals reflecting the downgradingliofiged number of
larger exposures in Business Banking.

N
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

NEW ZEALAND
1998 1997 Movt
$M $M %

Net interest income 479 501 -4%
Other operating income 314 284 11%
Net operating income 793 785 1%
Operating expenses (511) (560) -9%
Operating profit before debt provisions 282 225 25%
Provision for doubtful debts (53) (57) -T%
Income tax expense (71) (45) 58%
Operating profit after income tax (before abnormalitems) 158 123 28%
Net abnormal loss after tax - (41) -100%
Operating profit after income tax and abnormal items 158 82 93%
Net interest average margin 2.76% 3.01% n/a
Return on book equity (before abnormal items) 21.1% 18.7% n/a
Operating profit after tax as a % of average

risk weighted assets 1.1% 0.9% n/a
Operating expenses to net operating income 64.4% 71.3% n/a
Operating expens to average ass! 2.6% 3.0% n/s
Net specific provision as a %

of average net advances 0.2% (0.1%) n/a
Net non-accrual loal 83 74 12%
Net non-accrual loans as a % of net advances 0.5% 0.5% n/a
Employees (FTE) - Permanent 4,273 5,564 -23%
Employees (FTE) - Temporary 226 107 111%
Total employee 4,499 5,671 -21%
Lending growth (including FX impact) 2.0% 6.0% n/a
Lending growth (excluding FX impact) 7.4% 12.9% n/a
Total assets 20,155 18,831 7%
Risk weighted assets 13,766 14,332 -4%

New Zealand’s profit before abnormals was up 28%h lewer costs and higher non-interest incomeaitisg
tighter margins and a higher effective tax ratée Tost income ratio improved by 6.9%.

Net interest income was lower due to:
e competitive pressures and interest rate volaldiding to a 25 basis point contraction in margin
 partially offset by lending growth (albeit maskedthe impact of a weaker New Zealand dollar)

Increased non-interest income reflected higherecuirmccount fees and foreign exchange profits.

Operating costs were reduced significantly:

e lower FTEs (down 1,172 or 21%) following the comniimg implementation of major restructuring progragsm
to improve efficiency including the rollout of Breim of the Future

« lower premises and other expenses
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

INTERNATIONAL
1998 1997 Movt
$M $M %

Net interest income 797 713 12%
Other operating income 358 531 -33%
Net operating income 1,155 1,244 -T%
Operating expenses (639) (582) 10%
Operating profit before debt provisions 516 662 -22%
Provision for doubtful debts (131) (75) 5%
Income tax expense (155) (218) -29%
Outside equity interests (9) (8 13%
Operating profit after income tax (before abnormalitems) 221 361 -39%
Net abnormal (loss)profit after t (58) 49 n/a
Operating profit after tax and abnormal items 163 410 -60%
Operating profit after income tax (before abnormalitems)

UK and Europe (56) 105 n/a

Asia Pacific 108 97 11%

South Asia 78 84 -71%

Americas 36 24 50%

Middle Eas 55 51 8%

221 361 -39%

Net interest average margin 1.94% 1.79% n/a
Return on book equity (before abnormal items) 11.0% 22.6% n/a
Operating profit after tax as a % of average

risk weighted assets 0.9% 1.5% n/a
Operating expenses to net operating income 55.3% 46.8% n/a
Operating expens to average ass! 1.5% 1.4% n/s
Net specific provision as a %

of average net advances 2.0% 0.0% n/a
Net non-accrual loal 256 41 large
Net non-accrual loans as a % of net advances 1.4% 0.3% n/a
Employees (FTE)

UK and Europe 872 848 3%

Asia Pacific 2,558 2,725 -6%

South Asia 4,319 4,209 3%

Americas 165 162 2%

Middle Eas 1,245 1,305 -5%
Employees (FTE) - Permanent 9,159 9,249 -1%
Employees (FTE) - Temporary 263 259 2%
Total employee 9,422 9,508 -1%
Lending growth (including FX impact) 11.8% 17.0% n/a
Lending growth (excluding FX impact) (2.6%) (6.8%) n/a
Total assets 35,371 39,089 -10%
Risk weighted assets 27,267 25,128 9%
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)
Overall decline in international profit after teeflects:

» areduction in trading securities income of $29liom (from $89 million profit to $202 million logdue
principally to losses from emerging markets debitvéies in London

< higher ELP, reflecting the Asia deterioration

« strong foreign exchange earnings across the network

« reserving of interest relating to the National HogBank

 higher spreads due to winding back lower margineganarket activities, offsetting competitive margin
pressures across the network.

The Group’s aggregate Asian exposure reduced iddli8r terms by 47% over the year, from US$11.8dwilto
US$6.1 billion (refer page 59), achieved mainlycloytracting non-strategic lending, principally etinterbank
market. ANZ remains committed to its core strendththe region as Australia and New Zealand'sriretgonal
bank and continues to support strategic networkteautk relationships across Asia.

» Total non-accrual loans relating to Asia increasg&339 million to $357 million
* net specific provisions of $263 million
« Asian portfolio is well provided with a coveragéeioaof 66%.

Outside of Asia, net specific provisions totallekd$ million and principally comprised Middle Eag0million
and London capital markets $34 million. Middle Ealso accounted for $217 million in non-accruans.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

BUSINESS SEGMENT PERFORMANCE

Operating profit after tax before abnormals after srvice transfer pricing (equity standardised)

1998 1997 Movt
$M $M %
Principal Domestic Markets
Personal Bankir 462 359 29%
Business Banking 223 183 22%
Asset Based Finance 77 76 1%
Funds Management 61 47 30%
Investment Banking 192 163 18%
1,015 828 23%
International Markets
Commercial Banking 160 159 1%
Investment Banking (56) 139 n/a
104 298 -65%
Other 56 45 24%
1,175 1,171 0%
Personal Banking - Domestic Markets
1998 1997 Movt
$M M %
Net interest income 1,777 1,797 -1%
Other operating income 722 658 10%
Net operating income 2,499 2,455 2%
Operating expenses (1,684) (1,800) -6%
Operating profit before debt provisions 815 655 24%
Provision for doubtful debts (103) (104) -1%
Income tax expen: (250) (192) 30%
Operating profit after income tax (before abnormalite ms) 462 359 29%
Net specific provision (66) (61) 8%

Personal Banking Domestic operations reported aiP@¥%ase in profit after tax, before abnormal geto

$462 million in 1998.

The performance improvement has been driven priyrayia significant reduction in operating costédwing

the completion of the branch restructuring progranmAustralia and New Zealand.

The increase in net operating income is primarilg tb growth in fee revenue. Strong growth inrtfeetgage
books in Australia and New Zealand compensatetdbtening interest margins, the latter reflectaognpetitive

pressures experienced throughout the year.

Increased market share and transaction valuesgydarty in co-branded cards, generated signifigantvth in

fee revenue.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

Business Banking - Domestic Markets
1998 1997 Movt

$M $M %
Net interest income 380 325 17%
Other operating income 336 320 5%
Net operating income 716 645 11%
Operating expenses (289) (267) 8%
Operating profit before debt provisions 427 378 13%
Provision for doubtful debts (83) (92) -10%
Income tax expen: (121) (103) 17%
Operating profit after income tax (before abnormalite ms) 223 183 22%
Net specific provision (50) 22 n/a

A reasonable level of activity in the corporatetseenabled Business Banking to record solid grawthoth
lending asset and deposit volumes. As a restdréat income increased despite the continued yness
margins. The increase in other operating income tva result of growth in commercial bills, a sigsfal focus
on fee generation, and income from the rapid gra#thNZ OnLine, ANZ's primary electronic bankingguluct
for the corporate sector.

Cost increases were less than revenue growth.

The 1997 net specific provision reflected provisiaitebacks, while provisioning in 1998 was impakhy one
significant provision.

Asset Finance - Domestic Markets
1998 1997 Movt

$M $M %
Net interest income 376 390 -4%
Other operating income 18 13 38%
Net operating income 394 403 -2%
Operating expenses (204) (228) -11%
Operating profit before debt provisions 190 175 9%
Provision for doubtful debts (72) (60) 20%
Income tax expense (41) (39) 5%
Operating profit after income tax (before abnormalite ms) 77 76 1%
Net specific provision (50) (34) A7%

Despite strong domestic competition, record busing#ings were achieved in Australia. Tighter gias were
experienced.

Significant change within the organisation, andrtfwve to greater use of technology, assisted tpeoved
business performance, but also increased relatd sach as telephone and data communication cha@jgher
operating costs were substantially reduced refigai major reconfiguration of back-office suppoeees.

The increase in net specific provision reflecteslébonomic downturn and higher default rates.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

Funds Management - Domestic Markets

1998 1997 Movt
$M $M %

Net interest income 19 27 -30%
Other operating income 149 133 12%
Net operating income 168 160 5%
Operating expenses (107) (101) 6%
Operating profit before tax 61 59 3%
Income tax expense - (12)  -100%
Operating profit afterincome tax (before abnormalite ms) 61 47 30%

Operating profit after tax rose by 30% to $61 roilli This result was after absorbing significargts@ssociated
with the launch of the Gateway Investment Progiiaciuding the abolition of entry and exit fees onsn
products. Expenses were increased by restructudngrior year tax credit relating to the Life cpamy aided
the result.

The Gateway Investment Programme achieved new salas of $1 billion in the seven months to 30t8egber.
Revenues were also raised by increased salesuwhimee products. These sales were made througbHhes and
a large number of direct mail campaigns as weliyainancial planners.

The New Zealand business continues to expand $yrong

International (excluding Investment Banking)
1998 1997 Movt

$M $M %
Net interest income 490 440 11%
Other operating income 312 294 6%
Net operating income 802 734 9%
Operating expenses (426) (388) 10%
Operating profit before debt provisions 376 346 9%
Provision for doubtful debts (119) (62) 92%
Income tax expense (88) (117) -25%
Qutside equity interests (9) (8) 13%
Operating profit after income tax (before abnormalite ms) 160 159 1%
Net specific provision (98) (20) large

The result from the Group’s international commdrbanking operations was steady. A strong perfocaan
foreign exchange, which benefited from currencyatitity, and from Private Banking operations in &pe
underpinned the result and partly offset the impédet higher provisioning from the deteriorationAsia. The
result was also constrained by the reserving efést relating to the National Housing Bank of indi

Year on year comparisons of income and costs asiadaby movements in the underlying currencies @eth

to the Australian dollar. Real costs were up sliglmainly due to the expansion of funds managedraad cards
businesses.
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CHIEF FINANCIAL OFFICER’S REVIEW (continued)

Investment Banking - Total

1998 1997 Movt
$M $M %

Net interest income 279 270 3%
Other operating income 447 629 -29%
Net operating income 726 899 -19%
Operating expenses (488) (539) -9%
Operating profit before debt provisions 238 360 -34%
Provision for doubtful debts (97) (72) 35%
Income tax (expense)benefit (5) 14 n/a
Operating profit after income tax (before abnormalite ms) 136 302 -55%
Net specific provision (264) 15 n/a

The Investment Bank profit after tax before abndsnoé $136 million was some $166 million lower tha®97.

Two businesses performed poorly in the year. Lossastained by Capital Markets in London amourted t
$128 million after tax against a profit of $50 nah the previous year. Equities Division felt #&féect of falling
markets and increasing competition, recording &er &ax loss of $11 million against a profit of $3@lion for
1997. These businesses have been exited.

Volatility, stemming principally from the Asian sis, helped produce an excellent performance b¥dneign
Exchange activity, which achieved year on year ghaw profit after tax of $73 million.

Operating expenses benefited from lower profitshar

The significant increase in specific provisioningsadriven mainly by events in Asia coupled withyismns in
London from capital markets activities.

CONTINUING/DISCONTINUED OPERATIONS
Operating profit after tax before abnormal items

1998 1997 Movt

$M $M %
Continuing operations 1,262 1,049 20%
Discontinued operations 87) 122 n/a
1,175 1,171 0%
Continuing operations
Operating expenses to net operating income 58.6% 63.6% n/a

Following the decision to exit businesses, the aliable discloses the results of continuing openati
Discontinued operations principally comprise Londapital markets activities, interbank money market
activities, institutional broking and gain on safeCRAA.

22

Sl
o
l



FIVE YEAR SUMMARY

1998 1997 1996 1995 1994

$M $M $M $M $M
Profit and loss
Net interest income 3,547 3,437 3,327 3,084 2,794
Other operating income 2,099 2,110 1,839 1,754 1,793
Operating expenses (3,438) (3,502) (3,397) (3,116) (3,001)
Operating profit before tax, debt
provisions and abnormal items 2,208 2,045 1,769 1,722 1,586
Provision for doubtful debts (487) (400) (175) (237) (388)
Operating profit before abnormal items 1,721 1,645 1,594 1,485 1,198
Income tax expense (537) (466) (469) (442) (388)
Outside equity interests (9) (8) (9) (10) ()]
Operating profit after tax before abnormal items 1,175 1,171 1,116 1,033 803
Net abnormal (loss)profit (69) (147) - 19 19
Operating profit after income
tax and outside equity interests 1,106 1,024 1,116 1,052 822
Balance Sheet
Assets 149,720 138,241 127,604 112587 103,874
Net Assets 8,391 6,993 6,336 5,747 5,504
Ratios (after abnormal items)
Return on average shareholders' equity 14.6% 14.8% 18.3% 17.9% 15.6%
Return on average assets 0.7% 0.7% 0.9% 0.9% 0.8%
Capital adequacy - tier 1 7.2% 6.6% 6.7% 6.6% 6.8%
Ratios (before abnormal items)
Operating expenses to net operating income 60.9% 63.1% 65.8% 64.4% 65.4%
Shareholder value
Total return to shareholders
(share price movement plus ordinary dividends) -15.6% 62.4% 33.9% 52.4% 2.0%
Market value of shareholders' equity 13,885 17,017 10,687 8,199 5,293
Dividend - declared rate 52.0c 48.0c 42.0c 33.0c 25.0c
Franked portion 60% 100% 79% 18% -
Closing share price - high $11.88 $11.58 $7.28 $5.75 $5.68
- low $8.45 $7.10 $5.41 $3.55 $3.78
- 30 September $9.02  $11.28 $7.23 $5.67 $3.91
Share information (per fully paid share)
Earnings before abnormal items - basic 77.2c 78.4c 76.3c 68.5c 54.5¢
Earnings after abnormal items - basic 72.6¢C 68.6¢ 76.3c 69.9c 55.9¢c
Dividend payout ratio (before abnormal tems)
Ordinary 67.8% 61.6% 55.5% 49.1% 46.4%
Ordinary and preference n/a n/a n/a 53.0% 51.7%
Net tangible assets $4.98 $4.59 $4.24 $3.94 $3.58
Number of fully paid ordinary shares
on issue (millions) 1,539.4 1508.6 1478.1 1446.0 1,353.6
Dividend reinvestment plan
Share price - interim $10.64 $9.77 $5.59 $4.40 $3.78
- final - $9.92 $7.60 $6.27 $3.73
Other information
Points of representation 1,205 1,473 1,744 1,881 2,026
Number of employees (full time equivalents) 30,827 35,926 39,721 39,240 39,642
Number of shareholders 151,564 132,450 121,847 114,829 121,070

1 All years restated for impact of changes in actting policies for leases and other expenses (nedgje 58) and tax effecting of general provisian fo
doubtful debts. 1997 has been restated for impaoteasuring the annual debt provision charge usiognomic loss provisioning (refer page 39). Prior
year data has not been restated for this changeeéasurement approach
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FINANCIAL INFORMATION
Year Ended 30 September 1998
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PROFIT AND LOSS ACCOUNT

Full Full Movt Half Half
year year Sep 9¢ year year
Page Sep9¢ Sep9iv.Sep9 Sep9¢ Mar98
Ref $M $M % $M $M
Total income 29 11,528 11,710 -2% 5,659 5,869
Interest income 9,499 9,455 0% 4,758 4,741
Interest expen: (5,952) (6,018) -1% (2,984) (2,968)
Net interest income 3,547 3,437 3% 1,774 1,773
Other operating income 29 2,099 2,110 -1% 971 1,128
Total net operating income 5,646 5,547 2% 2,745 2,901
Operating expenses 30 (3,438) (3,502) -2% (1,701) (1,737)
Operating profit before debt provisions 2,208 2,045 8% 1,044 1,164
Provision for doubtful debts (487) (400) 22%  (250) (237)
Operating profit before abnormal items 1,721 1,645 5% 794 927
Abnormal loss 31 (102) (182) -44%  (102) -
Operating profit before tax 1,619 1,463 11% 692 927
Income tax (expense)benefit
Operating profit (537) (466) 15%  (239) (298)
Abnormal los 31 33 35 -6% 33 -
Income tax expense 32 (504) (431) 17%  (206) (298)
Operating profit after income tax 1,115 1,032 8% 486 629
Outside equity interests (9) (8) 13% (5) (4)
Operating profit after income tax
attributable to members of the
Company 1,106 1,024 8% 481 625
Retained profits at start of period 1,830 1,583 16% 2,358 1,830
Total available for appropriation 2,936 2,607 13% 2,839 2,455
Transfers from(to) reserves 223 (82) n/a (24) 247
Dividends provided for or paid 33 (747) (695) 7% (403) (344)
Retained profits at end of period 2,412 1,830 32% 2,412 2,358
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BALANCE SHEET

Movt
As at As at As at Sep 9¢
Page Sep9¢ Mar98 Sep9iv.Sep9
Ref $M $M $M %

Assets
Liquid assets 7,527 10,530 6,974 8%
Due from other financial institutions 4,158 5,739 10,912 -62%
Trading securities 5,973 8,021 7,266 -18%
Investment securities 34 3,979 3,422 3,139 27%
Net loans and advances 34 94,457 88,434 83,741 13%
Customers' liability for acceptances 15,648 16,022 14,040 11%
Regulatory deposits 1,530 1,284 1,206 27%
Shares in associates 11 4 7 57%
Other assets 14,925 12,630 9,312 60%
Premises and equipment 1,512 1,595 1,644 -8%
Total assets 149,720 147,681 138,241 8%
Liabilities
Due to other financial institutions 10,758 8,732 10,874 -1%
Deposits and other borrowings 94,599 95426 89,152 6%
Liabilty for acceptances 15,648 16,022 14,040 11%
Income tax liability 914 976 778 17%
Creditors and other liabilties 14,009 13,218 9,807 43%
Provisions 987 1,099 1,218 -19%
Bonds and nott 666 1,339 1,990 -67%
Loan capital 3,748 3,481 3,389 11%
Total liabilities 141,329 140,293 131,248 8%
Net assets 8,391 7,388 6,993 20%
Shareholders' e quity
Ordinary share capital 4,581 4,455 4,335 6%
Preference share capital 645 - - n/a
Reserves 697 527 778 -10%
Retained profit 2,412 2,358 1,830 32%
Share capital and reserves attributable

to members of the Company 8,335 7,340 6,943 20%
Outside equity interests 56 48 50 12%
Total shareholders' equity and

outside equity interest: 8,391 7,38¢ 6,99: 20%
Derivative financial instruments 48
Contingent liabilties 53

N
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Full Full Movt Half Half
year year Sep 9¢ year year
Sep9% Sep9iv.Sep9 Sep9¢ Mar98
$M $M % $M $M
Share capital
Balance at start of period 4,335 4,115 5% 4,455 4,335
Ordinary shares
Dividend reinvestment plan 218 180 21% 102 116
Group employee share acquisition scheme 5 27 -81% 5 -
Group share option scheme 22 11 100% 18 4
Group share purchase scheme 1 1 0% 1 #
Directors' share and option purchase scheme # 1 n/a # #
Preference shares 645 - n/a 645 -
Total share capital 5,226 4,335 21% 5,226 4,455
Foreign currency translation reserve
Balance at start of period (79) (183) -57% (83) (79)
Currency translation adjustments,
net of hedges after tax 142 104 37% 146 (4)
63 (79) n/a 63 (83)
General reserve
Balance at start of period 708 626 13% 461 708
Transfers (to)from retained profits (223) 82 n/a 24 (247)
485 708 -31% 485 461
Capital reserves 149 149 0% 149 149
Total reserves 697 778 -10% 697 527
Retained profits
Balance at start of period 1,830 1,583 16% 2,358 1,830
Operating profit after income tax
attributable to members of the Company 1,106 1,024 8% 481 625
Total available for appropriation 2,936 2,607 13% 2,839 2,455
Transfers from(to) reserves 223 (82 n/a (24) 247
Dividends provided for or paid (747) (695) 7% (403) (344)
Retained profits at end of period 2,412 1,830 32% 2,412 2,358

# Amounts less than $500,000
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STATEMENT OF CASH FLOWS

Full Full Half Half
year year year year
Sep 98 Sep 97 Sep 98 Mar 98
Page Inflows Inflows Inflows Inflows
Ref (Outflows) (Outflows) (Outflows) (Outflows)
Cash flows from operating activities $M $M $M $M
Interest received 9,403 9,389 4,819 4,584
Dividends receive 169 327 98 71
Fees and other income received 1,797 1,664 787 1,010
Interest paid (6,238) (5,996) (3,115) (3,123)
Personnel expenses paid (2,001) (2,155) (999) (1,002)
Premises expenses paid (291) (315) (143) (148)
Other operating expenses paid (1,085) (759) (519) (566)
Income taxes pa
Australie (184) (201) (100) (84)
Oversea (239) (225) (106, (133)
Net decrease(increase) in trading securities 926 304 1,632 (706)
Net cash provided by(used in) operating
activities 54 2,257 2,033 2,354 97)
Cash flows from investing activitie:
Net decrease(increase) in
Due from other financial institutions 2,299 1,840 1,691 608
Regulatory deposits (308) (14) (224) (84)
Net loans and advances (9,680) (8,029) (4,569) (5,111)
Investment securities
Purchases (5,490) (3,140) (2,224) (3,266)
Proceeds from sale or maturity 5,279 2,803 2,194 3,085
Controlled entities & associates
Purchased (net of cash acqui (8) (11) (8) -
Proceeds from sale (net of cash disposed) - 41 - -
Premises and equipment
Purchases (143) (219) (24) (119)
Proceeds from sale 75 47 49 26
Othel 1,483 1,389 1,194 289
Net cash used in investing activitie (6,493) (5,293) (1,921) (4,572)
Cash flows from financing activities
Net (decrease)increase in
Due to other financial institutiol (2,047) (2,787) 814 (2,861)
Deposits and other borrowings 2,131 7,861 (3,438) 5,569
Creditors and other liabilities (288) 425 (2,219) 1,931
Bonds and not¢
Issue proceet 802 973 404 398
Redemptions (2,174) (1,434) (1,003) (1,171)
Loan capite
Issue proceel 559 323 559 -
Redemptions (273) (851) (108) (165)
(Decrease)increase in outside equity interests 3) 3) 1 (4)
Dividends pai (491, (478 (238) (253)
Share capital issu 714 39 71C 4
Net cash (used in)provided by financing activities 1,070) 4,068 (4,518) 3,448
Net cash provided by(used in) operating activities 2,257 2,033 2,354 (97)
Net cash used in investing activities (6,493) (5,293) (1,921) (4,572)
Net cash (used in)provided by financing activities (1,070) 4,068 (4,518) 3,448
Net (decrease)increase in cash and cash equivalents (5,306) 808 (4,085) (1,221)
Cash and cash equivalents at beginning of period 12,456 11,246 12,498 12,456
Foreign currency translation on opening balances 1,831 402 568 1,263
Cash and cash equivalents at end of period 54 8,981 12,456 8,981 12,498
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INCOME

Full Full Movt Half Half
year year Sep 9¢ year year
Sep9¢ Sep9iv.Sep9 Sep9¢ Mar98
$M $M % $M $M
Interest income 9,499 9,455 0% 4,758 4741
Other operating income
Fee income
Lending 592 570 4% 306 286
Other including commissions 914 823 11% 460 454
Total fee income 1,506 1,393 8% 766 740
Other income
Foreign exchange earnings 373 237 57% 177 196
(Loss)profit on trading instruments (83) 182 n/a (145) 62
Life insurance fund surplus 38 94 -60% 16 22
Rental income 34 35 -3% 17 17
Profit on sale of premises -
and equipment 18 5 large 14 4
Other 213 164 30% 126 87
Total other income 593 717 -17% 205 388
Total other operating income 2,099 2,110 -1% 971 1,128
Total income before abnormal items 11,598 11,565 0% 5,729 5,869
Abnormal (loss)profit (70) 145 n/a (70) -
Total income after abnormal items’ 11,528 11,710 -2% 5,659 5,869

L Includes dividend income of $152 million (Half-y&ep 98: $81 million, Half-year Mar 98: $71 millioRull year Sep 97: $327 million)

2 Refer page 44 for a geographic analysis of income
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OPERATING EXPENSES

Full Full Movt Half Half
year year Sep 9¢ year year
Sep 9 Sep9iv.Sep 9 Sep 9¢ Mar 98
$M $M % $M $M
Operating expens
Personnel
Salaries and wages 1,427 1,45: -2% 693 734
Pension fund 88 114 -23% 31 57
Employee taxes
Payroll tax 69 76 -9% 33 36
Fringe benefits tax 44 46 -4% 24 2C
Provision for employee entitlements 29 19 53% 22 7
Other 197 241 -18% 79 118
Total personnel expens 1,854 1,949 -5% 882 972
Premises
Rent 181 18¢ -4% 91 9C
Depreciation of buildings 30 31 -3% 14 16
Amortisation of leasehold improvements 16 16 0% 8 8
Utilities and other outgoings 113 11F -2% 57 5€
Other 7 11 -36% 5 2
Total premises expens 347 362 -4% 175 172
Computer
Depreciation 93 98 -5% 49 44
Rentals and repairs 53 5C 6% 28 25
Data communications 47 45 4% 24 23
Computer contractors 46 26 7% 27 19
Other 102 111 -8% 45 57
Total computer expens 341 330 3% 173 168
Other
Telephone 99 85 16% 52 47
Travel 90 87 3% 45 45
Advertising and public relations 83 97 -14% 33 5C
Professional fees 112 9€ 17% 65 47
Stationery 66 71 -7% 31 35
Postage 43 41 5% 22 21
Audit fees 4 6 -33% 2 2
Freight and cartage 40 42 -5% 20 2C
Non-lending losses, frauds and forgeries 15 2 large 10 5
Depreciation of furniture and equipment 49 52 -6% 25 24
Loss on disposal of premises and equipment 8 7 14% 8 -
Other 167 18¢ -10% 78 89
Total other expenses 776 771 1% 391 385
Restructurin® 120 920 33% 80 40
Total operating expenses 3,438 3,502 -2% 1,701 1,737

1 Additional restructuring costs of $32 million (T2%327 million) were treated as abnormal
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OPERATING EXPENSES (continued)

Total operating expenses by geographic segmentation

Full Full Movt Half Half
year year Sep 9¢ year year
Sep9% Sep9iv.Sep9 Sep 9¢ Mar 98
$M $M % $M M
Australia 2,288 2,360 -3% 1,112 1,176
New Zealand 511 560 -9% 244 267
Principal domestic marke 2,799 2,920 -4% 1,356 1,443
International markets 639 582 10% 345 294
Total Group 3,438 3,502 -2% 1,701 1,737
ABNORMAL ITEMS
Full Full Movt Half Half
year year Sep 9¢ year year
Sep 9 Sep9iv.Sep9 Sep 9¢ Mar 98
$M $M % $M $M
Profit before tax
Interest on National Housing Bank deposit - 145 -100% - -
- 145 -100% - -
Loss before tax
Restructuring costs - (327) -100% - -
Costs of exiting businesses
Restructuring (32) - n/a (32) -
Write down of residual emerging markets
securities portfolio (previously classified
as investment) (70) - n/a (70) -
(102) (327) n/a (102) -
Total abnormal loss before tax (102) (182) -44% (102) -
Income tax benefit(expense) applicable to
Interest on National Housing Bank deposit - (80) -100% - -
Restructuring costs - 115 -100% - -
Costs of exiting business
Restructuring 11 - n/a 11 -
Write down of residual emerging markets
securities portfolio (previously classified
as investment) 22 - n/a 22 -
Total income tax benefit on abnormal items 33 35 -6% 33 -
Abnormal loss after tax (69) (147) -53% (69) -
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INCOME TAX EXPENSE

Reconciliation of the prima facie income tax pagadsh operating profit and abnormal items with theime tax
expense charged in the profit and loss account.
Full Full  Movt Half Half
year year Sep 9¢ year year
Sep9¢ Sep9i. Sep9 Sep 9t Mar98

$M $M % $M $M
Operating profit before income tax and
abnormal items 1,721 1,645 5% 794 927
Prima facie income tax at 36% 620 593 5% 286 334
Tax effect of permanent differences
Overseas tax rate differential 14 12 17% 10 4
Rebateable and non-assessable dividends (55) (117) -53% (29) (26)
Other non-assessable income (45) (25) 80% (31) (14)
Non-allowable depreciation and amortisation - 3 -100% - -
Other 3 10 n/a 1 2
537 476 13% 237 300
Income tax (over)under provided in prior years - (10) -100% 2 (2)
Total income tax expense on operating profit
before abnormal items 537 466 15% 239 298
Abnormal items
Prima facie income tax benefit at 36% (37) (65) -43% (37) -
Tax effect of permanent differences
Overseas tax rate differential 4 30 -87% 4 -
Total income tax benefit on abnormal items (33) (35) -6% (33) -
Total income tax expense on operating profit
after abnormal items 504 431 17% 206 298
Australia 305 118 158% 156 149
Overseas 199 313 -36% 50 149

504 431 17% 206 298

Effective tax rate
- before abnormal items 31.2% 28.3% na 30.1% 32.1%
- after abnormal tems 31.1% 29.5% nfa 29.8% 32.1%
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DIVIDENDS Full Ful  Half  Half
year year year year
Sep9t Sep9. Sep9¢ Mar98

Dividend per ordinary share (cents)
Interim’ 24 22 n/a 24
Finaf 28 26 28 n/a

Ordinary share dividend ($M)

Interin 366 32¢ n/a 36€
Finaf 431 392 431 nl/a
Bonus option pla (50) (26) (28) (22)
Total 747 695 403 344
Dividend payout ratio (%)
Before abnormal items 67.8% 61.6% 78.4% 58.6%
After abnormal items 72.1% 70.4% 89.6% 58.6%

! The Mar 1998 interim dividend of 24 cents was 66%tked (Mar 1997: fully franked)
2 The Sep 1998 final dividend of 28 cents is 60%keed (Sep 1997: fully franked)

The directors propose that a final dividend of 28ts per share be paid on each fully paid ordiehaye. The
dividend will be partially franked to 60% and thafranked portion will be sourced from the Comparfgi®ign
dividend account. As a result, non-resident stadans will be exempt from dividend withholding tax

The proposed final dividend will be formally de@dron 23 November 1998 and will be payable on

21 December 1998 to shareholders registered ihdbks of the Company at close of business on 2@hber
1998. Transfers must be lodged before 5.00pmainddly to participate. Dividends payable to shaldgrs who
are residents of the United Kingdom or who arehenNew Zealand register will be converted to lazatency at
the appropriate rate for telegraphic transfers@h@vember 1998.

Dividend Franking Account
The amount of franking credits available for theseguent financial year is nil, after adjustingffanking
credits that will arise from the payment of taxAwmstralian profits for the 1998 financial year,ddganking

credits that will be utilised in franking the prageal final dividend and franking credits that may e accessable
by the Company at present.

33

[
o
Il



EARNINGS PER SHARE

Full Full Half Half
year year year year
Sep 98 Sep 97 Sep 98 Mar 98
Eamings per share (cents)
Basic
Before abnormal items 77.2 78.4 35.9 41.3
After abnormal items 72.6 68.6 31.3 41.3
Diluted
Before abnormal items 76.9 78.2 35.8 41.1
After abnormal items 72.4 68.4 31.3 41.1
Weighted average number of shares used
calculation of basic earnings per share (mi) 1,522.9 1,492.9 1,531.6 1,514.2
Weighted average number of shares used in the
calculation of diluted earnings per shareliomi) 1,529.5 1,500.1 1,537.6 1,521.4
INVESTMENT SECURITIES
As at As at As at
Sep9 Mar98 Sep 9
$M $M $M
Total book value 3,979 3,422 3,139
Total market value 3,971 3,431 3,149
NET LOANS AND ADVANCES
As at As at As at
Sep9¢ Mar98 Sep 9:
$M $M $M
Total gross loans and advan' 96,677 90,49¢ 85,62¢
Less: provisions for doubtful debts (2,220) (2,062) (1,883)
Total net loans and advances 94,457 88,434 83,741

1 Net of income yet to mature
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IMPAIRED ASSETS

As at As at As at
Sep 98 Mar 98 Sep 97
$M $M $M
Summary of impaired assets
Non-accrual loans 1,662 1,235 872
Restructured loans 4 5 13
Unproductive facilities 104 41 75
Gross impaired assets 1,770 1,281 960
Less: Specific provisions
Non-accrual loans (762) (587) (444)
Unproductive facilities (57) (24) (9)
Net impaired assets 951 670 507
Non-accrual loans
Non-accrual loans 1,662 1,235 872
Specific provisions (762) (587) (444)
900 648 428
Before specific provisions
Australia 852 729 625
New Zealand 116 83 94
Principal domestic markets 968 812 719
International markets 694 423 153
Total non-accrual loans 1,662 1,235 872
After specific provisions
Australia 561 423 313
New Zealand 83 65 74
Principal domestic markets 644 488 387
International markets 256 160 41
Total net non-accrual loans 900 648 428
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IMPAIRED ASSETS (continued)

As at As at As at
Sep9 Mar98 Sep 9l

$M $M $M
Restructured loans
Australia 4 4 4
New Zealand - -
International markets - 1 9
4 5 13

Other real estate owned (OREO) - - -

In the event of customer default, any loan secusityeld as mortgagee in possession and therdfer&itoup
does not hold any other real estate owned assets.

Unproductive facilities

Australia 35 32 17
New Zealand - - 49
International markets 69 9 9

104 41 75
Specific provisions (57) (24) (9)
Net unproductive facilities 47 17 66

Accruing loans past due 90 days or more

The following amounts are not classified as impghaissets and therefore are not included withirstimemary on
page 35.

Australia 216 235 210
New Zealand 50 34 25
International markets 17 12 8

283 281 243

1 Less than $100,000 or fully secured
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IMPAIRED ASSETS (continued)

Further analysis of non-accrual loans at 30 Septerh®98 and interest and/or other income receiveihg the

period is as follows:

Gross balance

Interest and/or
Specific otherincome

outstanding provision receivec
Non-accrual loans $M $M $M
Without provisions
Australia 166 - 12
New Zealand 22 - 2
International markets 60 - 2
248 - 16
With provisions and no, or partial, performahce
Australia 568 243 8
New Zealand 85 27 1
International markets 566 395 2
1,219 665 11
With provisions and full performan&e
Australia 118 48 9
New Zealand 9 6 -
International markets 68 43 3
195 97 12
Total non-accrual loans 1,662 762 39

1 Aloan’s performance is assessed against its cohed repayment schedule

Interest and other income forgone on impaired assst

The following table shows the estimated amounhtgriest and other income forgone, net of interasbveries,

on average impaired assets during the period.

Full Half Half Full
year year year year
Sep 9¢ Sep 9¢ Mar 98 Sep 97
$M $M $M $M
Gross interest and other income receivable on nepaisse
Australia 77 42 3t 9€
New Zealand 8 5 3 1C
International markets 37 2¢ 8 15
Total gross interest and other income receivable
on impaired assets 122 76 46 121
Interest income and other income received
Australia (29) (14 (15) (42)
New Zealand ?3) @ 2 3
International markets (7) (5) (2 5)
Total interest income and other income received (39) (20) (19) (50)
Net interest and other income forgone
Australia 48 28 20 54
New Zealand 5 4 1 7
International markets 30 24 6 1C
Total net interest and other income forgone 83 56 27 71
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PROVISIONS FOR DOUBTFUL DEBTS

As at As at As at
Sep 9¢ Mar 98 Sep 9°
$M $™M $M
Specific provision balance
Australia 297 324 315
New Zealand 33 18 20
Principal domestic markets 330 342 335
International markets 489 269 118
Total specific provision 819 611 453
General provision 1,401 1,451 1,430
Total provisions for doubtful debts 2,220 2,062 1,883
Full Half Full
year year year
Sep 9¢ Mar 98 Sep 97
$M $M $M
General provision
Balance at start of period 1,43( 1,430 709
Restatement to recognise deferred tax asset - - 399
Adjustment for exchange rate fluctuations 4) - 8
Charge to profit and loss 487 237 400
Transfer to specific provision (549; (237) (135)
Recoveries 37 21 49
1,401 1,451 1,430
Specific provision
Balance at start of period 4582 453 509
Adjustment for exchange rate fluctuations 38 5 8
Bad debts written off (221, (84) (199)
Transfer from general provision 54¢ 237 135
819 611 453
Total provisions for doubtful debts 2,220 2,062 1,883
Provision movement analysis
New and increased provisions (by exposure)
Australia 239 124 213
New Zealand 411 11 20
Asia 263 159 16
Other international 127 8 31
67C 302 280
Provision releases (121; (65) (145)
54¢ 237 135
Recoveries of amounts previously written off (37) (21) (49)
Net specific provisions 512 216 86
Net (debit)credit to general provision (25) 21 314
Charge to profit and loss 487 237 400

x
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PROVISIONS FOR DOUBTFUL DEBTS (continued)

Effective from 1 October 1997, the Group’s annuehitdorovision charge represents the expected averagual
loss on principal over the economic cycle for theding portfolio, referred to as “Economic Loss\Hsmns”
(ELP). This is considered a more meaningful measfiprospective loss inherent in the portfolin.1D97 an
additional general provision charge was taken pr@pmate the impact of this change in measurempptoach.

The debt provision charge is credited to the gdmpenision. The specific provision requiremerggresenting
new and increased specific provisions less spegifigision releases) is transferred from the gdmeravision to
the specific provision. Recoveries, representnxgess transfers to the specific provision, arditzé to the
general provision. The general provision chargeisonger treated as a permanent difference anththeffect
of any deferred tax asset or liability is recogdigethe profit and loss account.

On initial application of this measurement apprqatH October 1997, a future income tax benefit of
$512 million was recognised and the general prowigirossed up accordingly, with both changes eftect
through the balance sheet. This had no impadhemprofit for the year. The general provision gesfor the
year ended 30 September 1998 has been tax effiected)h the profit and loss account.

Comparative figures have been amended to refleatllhnge in measurement approach.
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SHARE CAPITAL AND OPTIONS

Number of issued share

Ordinary shares fully paid (listed)
Ordinary shares paid to 10 cents per s
Preference shares fully paid

As at As at As at
Sep 9¢ Mar 98 Sep 9°
1,539,440,677 1,523,292,215 1,508,550,854
169,000 203,500 274,500
64,016,000 - -

1,603,625,677 1,523,495,715

1,508,825,354

3.44

Latest date of Conversion
Options conversion Number price
Directors' Share and Option Purchase Scheme $
On issue at 30 September 1998 1 March 1998 -
Exercised during the ye - 50,000 3.44
ANZ Group Share Option Schemt
On issue at 30 September 1998 30 January 1999 1(8x0,0 5.34
Exercised during the ye - 3,960,000 5.34
On issue at 30 September 1998 30 January 2002 280,645 8.76
Exercised during the ye - 86,108 8.76
On issue at 30 September 1998 13 February 2002 36,338 8.76
On issue at 30 September 1998 23 March 2002 100,000 76 8.
On issue at 30 September 1998 1 June 2002 800,000 8.76
Exercised during the ye 50,000 8.76
Expired during the year 50,000 -
On issue at 30 September 1998 22 January 2003 198,256 11.45
Issued during the year - 198,256 11.45
On issue at 30 September 1998 1 October 2002 500,000 2.121
Issued during the year - 500,000 12.12
On issue at 30 September 1998 1 October 2002 500,000 1.401
Issued during the year - 500,000 11.40
On issue at 30 September 1998 21 January 2003 100,000 10.65
Issued during the year - 100,000 10.65
On issue at 30 September 1998 21 January 2003 100,000 11.40
Issued during the year - 100,000 11.40
On issue at 30 September 1998 17 February 2003 10,480 11.45
Issued during the year - 10,480 11.45
On issue at 30 September 1998 23 February 2003 DAGO, 9.51
Issued during the year - 1,450,000 9.51
On issue at 30 September 1998 21 June 2003 275,000 10.64
Issued during the year - 275,000 10.64
On issue at 30 September 1998 30 July 2003 50,000 10.76
Issued during the year - 50,000 10.76

% 200,000 options at a conversion price of $8.93 have been issued since the end of the financial year
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e B l _ - { Deleted: NOTES TO THE
AVERAGE BALANCE SHEET AND RELATED INTEREST FINANCIAL STATEMENTS

Averages used in the following table are predomigataily averages. Interest income figures arsented on a tax-equivalent basis. Non-accruatlage included under the
interest earning asset category, “Loans, advanudills discounted”.

Sep 1998 Full Year Sep 1997 Full Year Sep 1998 Halk¥r Mar 1998 Half Year
Ave bal Int Rate  Ave bal Int Rate Ave bal Int Rate  Ave bal Int Rate
$M $M % $M $M % $M $M % $M $M %
Interest earning assets
Due from other financial institutions
Australia 754 30 3.9% 480 32 6.7% 795 12 3.1% 708 18 5.0%
New Zealand 269 16 6.0% 359 21 5.9% 307 10 6.6% 230 6 5.2%
International markets 7,463 510 6.8% 10,380 700 6.7% 4,859 158 6.5% 10,026 352 7.0%
Regulatory deposits with
Reserve Bank of Australia 606 - 0.0% 556 5 0.9% 621 - 0.0% 588 - 0.0%
Investments in public securities
Australia 4,814 254 5.3% 4,770 301 6.3% 4,915 138 5.6% 4,687 116 5.0%
New Zealand 1,763 135 7.7% 1,603 107 6.7% 1,470 54 7.3% 2,046 81 8.0%
International markets 4,383 431 9.8% 5,094 427 8.4% 4,272 222 10.3% 4,470 209 9.4%
Loans, advances and bills discounted
Australia 59,133 4,575 7.7% 52,703 4,647 8.8% 60,953 2,346 7.7% 56,990 2,229 7.8%
New Zealand 14,717 1,443 9.8% 14,313 1,427 10.0% 14,468 732 10.1% 14,886 711 9.6%
International markets 17,546 1,484 8.5% 14,578 1,249 8.6% 18,293 771 8.4% 16,703 713 8.6%
Other assets
Australia 2,143 112 5.2% 1,655 105 6.3% 2,321 46 3.9% 1,953 66 6.8%
New Zealand 1,097 109 9.9% 831 80 9.6% 1,310 63 9.6% 878 46 10.5%
International markets 5,040 407 8.1% 5,920 361 6.1% 3,460 209 12.0% 6,592 198 6.0%
119,728 9,506 7.9% 113,242 9,462 8.4% 118,044 4,761 8.0% 120,757 4,745 7.9%
Non-interest earning assets
Acceptances
Australia 15,052 13,248 15,319 14,703
New Zealand 233 244 253 212
International markets 540 556 481 596
Premises and equipment 1,544 1,558 1,500 1,579
Other assets 14,795 10,534 16,054 13,458
Provisions for doubtful debts
Australia (1,487) (1,274) (1,560) (1,406)
New Zealand (178) (175) (156) (199)
International markets (367) (280) (402) (330)
30,132 24,411 31,489 28,613
Total assets 149,860 137,653 149,533 149,370
41
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AVERAGE BALANCE SHEET AND RELATED INTEREST (continu ed)

Sep 1998 Full Year

Sep 1997 Full Year

Sep 1998 Halfevar

Mar 1998 Half Year

Ave bal Int Rate Ave bal Int Rate Ave bal Int Rate Ave bal Int Rate
$M $M % $M $M % $M $M % $™M $M %
Interest bearing liabilities
Time deposits
Australia 19,914 998 5.0% 18,495 1,097 5.9% 20,990 528 5.0% 18,729 470 5.0%
New Zealand 8,358 657 7.9% 8,304 658 7.9% 8,238 334 8.1% 8,432 323 7.7%
International markets 17,594 1,220 6.9% 15,904 1,015 6.4% 16,892 611 7.2% 18,200 609 6.7%
Savings deposits
Australia 8,705 186 2.1% 8,216 222 2.7% 8,721 96 2.2% 8,641 90 2.1%
New Zealand 2,883 109 3.8% 2,462 96 3.9% 2,864 56 3.9% 2,886 53 3.7%
International markets 1,562 87 5.6% 1,266 69 5.5% 1,650 46 5.6% 1,465 41 5.6%
Otherdemand deposits
Australia 13,114 476 3.6% 11,237 518 4.6% 13,307 242 3.6% 12,849 234 3.7%
New Zealand 1,913 134 7.0% 1,789 122 6.8% 1,996 71 7.0% 1,820 63 7.0%
International markets 1,482 62 4.2% 1,009 41 4.1% 1,585 36 4.5% 1,371 26 3.8%
Due to other financial institutions
A ustralia 387 17 4.5% 300 15 5.0% 264 7 5.6% 508 10 3.8%
New Zealand 752 56 7.5% 843 73 8.7% 818 30 7.4% 682 26 7.5%
International markets 10,160 614 6.0% 11,549 716 6.2% 8,668 261 6.0% 11,596 353 6.1%
Commercialpaper
Australia 4,036 201 5.0% 3,081 181 5.9% 4,495 105 4.7% 3,555 96 5.4%
International markets 490 27 55% 1,731 94 5.4% - - 0.0% 977 27 5.5%
Borrowing corporations'debt
Australia 5,171 332 6.4% 5,326 409 7.7% 5,100 158 6.2% 5,214 174 6.7%
New Zealand 1,073 83 7.8% 1,237 103 8.3% 1,036 41 7.9% 1,104 42 7.6%
Loan capital, bonds and notes
Australia 3,913 247 6.3% 4,998 313 6.3% 3,455 112 6.5% 4,350 135 6.2%
New Zealand 520 33 6.4% 530 35 6.6% 515 16 6.2% 522 17 6.7%
International markets 417 28 6.8% 653 41 6.3% 401 14 7.0% 431 14 6.6%
Other liabilities'
Australia 1,741 120 n/a 425 49 n/a 1,920 67 n/a 1,552 53 n/a
New Zealand 766 140 n/a 199 33 nla 663 73 n/a 865 67 nl/a
International markets 1,142 125 nl/a 2,010 118 n/a 1,036 80 nl/a 1,242 45 n/a
106,093 5,952 56% 101,564 6,018 59% 104,614 2,984 5.7% 106,991 2,968 5.6%
Non-interest bearing liabilities
Deposits
Australia 3,041 2,817 3,070 2,995
New Zealand 836 1,288 600 1,067
International markets 1,636 1,529 1,554 1,709
Acceptances
A ustralia 15,052 13,248 15,319 14,703
New Zealand 233 244 253 212
International markets 540 556 481 596
Other liabilities 14,797 9,444 15,786 13,727
36,135 29,126 37,063 35,009
Total liabilities 142,228 130,690 141,677 142,000
% Includes foreign exchange swap costs
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AVERAGE BALANCE SHEET AND RELATED INTEREST (continu ed)

Full Full Half Half
year year year year
Sep 98 Sep 97 Sep 98 Mar 98
™ ™ $™M $™M
Total average assets
Australic 87,652 77,604 90,274 84,552
New Zealand 19,673 18,395 19,355 19,884
International markets 42,535 41,654 39,904 44,934
149,860 137,653 149,533 149,370
% of total average assets attributable
to overseas activities 41.5% 43.6% 39.6% 43.4%
Total average liabilities
Australic 80,876 72,063 82,821 78,488
New Zealand 18,169 17,548 17,758 18,480
International markets 43,183 41,079 41,098 45,032
142,228 130,690 141,677 142,000
Shareholders' equity 7,632 6,963 7,856 7,370
Total average liabilities and
shareholders' equity 149,860 137,653 149,533 149,370
% of total average liabilties attributable
to overseas activities 43.1% 44.9% 41.5% 44.7%
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SEGMENT ANALYSIS

The following analysis shows segment income, opegairofit, total assets and risk weighted assaset on
geographical locations and income, operating peofit total assets by industry segments. Provis@mraoubtful debts
have been calculated on an economic loss provigidmasis for all half and full years.

GEOGRAPHICAL

Full Full Movt Half Half
year year Sep 9¢ year year
Sep9¢ Sep9iv.Sep9 Sep9¢ Mar98
$M $M % $M $M
Income*
Australia 6,403 6,390 0% 3,281 3,122
New Zealand 2,008 1,917 5% 1,013 995
Principal domestic markets 8,411 8,307 1% 4,294 4,117
UK and Europe 800 1,163 -31% 209 591
Asia Pacfific 868 863 1% 407 461
South Asia 572 655 -13% 295 277
Americas 419 362 16% 221 198
Middle East 458 360 27% 233 225
International markets 3,117 3,403 -8% 1,365 1,752
11,528 11,710 -2% 5,659 5,869
Operating profit before tax
Australia 1,107 890 24% 596 511
New Zealand 229 168 36% 128 101
Principal domestic markets 1,336 1,058 26% 724 612
UK and Europe (85) 141 nfa  (151) 66
Asia Pacific 157 139 13% 78 79
South Asia 145 167 -13% 63 82
Americas 65 43 51% 33 32
Middle East 103 97 6% 47 56
International markets 385 587 -34% 70 315
1,721 1,645 5% 794 927
Abnormal losé (102)  (182)  -44%  (102) -
1,619 1,463 11% 692 927
Operating profit after tax
Australia 796 687 16% 431 365
New Zealand 158 123 28% 93 65
Principal domestic markets 954 810 18% 524 430
UK and Europe (56) 105 nfa  (103) 47
Asia Pacific 108 97 11% 51 57
South Asia 78 84 -7% 34 44
Americas 36 24 50% 20 16
Middle East 55 51 8% 24 31
International markets 221 361 -39% 26 195
1,175 1,171 0% 550 625
Abnormal los& (69)  (147) -53%  (69) ;
1,106 1,024 8% 481 625
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SEGMENT ANALYSIS (continued)

fffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffff §

Movt
As at As at As at Sep 9¢
Sep9¢ Mar98 Sep9iv.Sep9’
$M $M $M %
Total Assets
Australia 94,194 88,729 80,321 17%
New Zealand 20,155 19,897 18,831 7%
Principal domestic markets 114,349 108,626 99,152 15%
UK and Europe 13,803 16,684 16,886 -18%
Asia Pacific 7,104 8,223 9,844 -28%
South Asia 5,008 4,366 3,959 26%
Americas 4,919 5,692 4611 7%
Middle East 4,537 4,090 3,789 20%
International markets 35,371 39,055 39,089 -10%
149,720 147,681 138,241 8%
Risk weighted assets
Australia 75,063 70,878 66,687 13%
New Zealand 13,766 13,656 14,332 -4%
Principal domestic markets 88,829 84534 81,019 10%
UK and Europe 8,597 11,463 8471 1%
Asia Pacific 6,034 6,397 6,489 -7%
South Asia 3,642 3,365 2,897 26%
Americas 5,081 5,323 4 505 13%
Middle East 3,913 3,160 2,766 41%
International markets 27,267 29,708 25,128 9%
116,096 114,242 106,147 9%
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SEGMENT ANALYSIS (continued)

INDUSTRY
Full Full Movt Half Half
year year Sep 9¢ year year
Sep 9¢ Sep9 v.Sep9  Sep 9t Mar 98
Income' (equity standardised $M $M % $M $M
Principal Domestic Markets
Personal Banking 4,347 4,499 -3% 2,200 2,147
Business Banking 1,125 1,075 5% 581 544
Asset Finance 1,006 1,039 -3% 500 506
Funds Management 177 231 -23% 101 76
Investment Banking 1,245 1,137 10% 629 616
7,900 7,981 -1% 4,011 3,889
International Marke
Commercial Banking 1,564 1,518 3% 772 792
Investment Banking 1,678 1,998 -16% 672 1,006
3,242 3,516 -8% 1,444 1,798
Othel 38€ 213 81% 204 182
11,528 11,710 -2% 5,659 5,869
Operating profit before tax (equity standardised)
Principal Domestic Markets
Personal Banking 712 551 29% 405 307
Business Banking 344 286 20% 185 159
Asset Finance 118 121 -2% 56 62
Funds Management 61 59 3% 37 24
Investment Banking 179 77 132% 106 73
1,414 1,094 29% 789 625
International Markets
Commercial Banking 257 284 -10% 119 138
Investment Banking (38) 212 -118% (143) 105
219 496 -56% (24) 243
Othel 88 55 60% 29 59
1,721 1,645 5% 794 927
Operating profit after tax (equity standardised)
Principal Domestic Markets
Personal Banking 462 359 29% 265 197
Business Banking 223 183 22% 120 103
Asset Finance 77 82 -6% 39 38
Funds Management 61 47 30% 34 27
Investment Banking 192 163 18% 117 75
1,015 834 22% 575 440
International Marke
Commercial Banking 160 159 1% 73 87
Investment Banking (56) 139 -140% (120) 64
104 298 -65% (47) 151
Othel 56 39 44% 22 34
1,175 1,171 0% 550 625
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SEGMENT ANALYSIS (continued)
As at As at As at
Sep 9¢ Mar98 Sep 97
Total assets $M $M $M
Principal Domestic Markets
Personal Bankir 46,884 44,48: 43,80¢
Business Bankir 23,911 21,82« 18,36«
Asset Financ 11,36¢ 10,80: 11,21:
Funds Manageme 225 82C 67<
Investment Bankir 27,702 26,98¢ 19,75
110,089 104,912 93,808
International Markets
Commercial Bankir 13,791 13,74¢ 16,56¢
Investment Bankir 19,62: 23,61( 22,30(
33,414 37,359 38,868
Othel 6,217 5,41( 5,56¢
149,720 147,681 138,241
1 Includes abnormal items
2 Abnormal items before tax
Full Full Halt Halt
year yeal year yeal
Sep 98 Sep 9 Sep 98 Mar 98
™M $M $M $M
Australia (17) (240) (17)
New Zealand (61)
UK and Europe (85) (13) (85)
Asia Pacific (1)
South Asia 136
Americas (1)
Middle East (2)
Total abnormal loss before tax (102) (182) (102)
3 Abnormal items after tax
Full Full Halt Halt
year yeal year yeal
Sep 98 Sep 9 Sep 98 Mar 98 [ Deleted: 1 ]
$M $M $M $M [ Deleted: ]
Australia (11) (155) (11) ;“ |
New Zealand - (41) /'
UK and Europe (58) 9) (58) | i
Asia Pacific ‘J‘ /’
South Asia 59 i
Americas ““/
Middle East 1) ‘J“ |
Total abnormal loss after tax (69) (147) (69) f"//
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DERIVATIVE FINANCIAL INSTRUMENTS

Derivatives

Derivative instruments are contracts whose valakeig/ed from one or more underlying financial mstents or
indices. They include swaps, forward rate agree¢snéumures, options and combinations of theseunsents.
The use of derivatives and their sale to custormgrisk management products is an integral patteoGroup’s
trading activities. Derivatives are also used tmage the Group’s own exposure to fluctuationscahange and
interest rates as part of its asset and liabiliynagement activities. Derivatives are subjedhéosame types of
credit and market risk as other financial instrutegand the Group manages these risks in a consianner.

The principal exchange rate contracts used by toesare forward foreign exchange contracts, cayremwaps
and currency options. Forward foreign exchangéreots are agreements to buy or sell a specifieatify of
foreign currency on a specified future date atgneed rate. A currency swap generally involvesatkghange, or
notional exchange, of equivalent amounts of twoengies and a commitment to exchange interestdiesly
until the principal amounts are re-exchanged amaré date. Currency options provide the buyeh Wit right,
but not the obligation, either to purchase or adiked amount of a currency at a specified ratemnefore a
future date. As compensation for assuming theoapisk, the option writer generally receives anpitem at the
start of the option period.

The principal interest rate contracts used by trmu@ are forward rate agreements, interest ratedsf interest
rate swaps and options. Forward rate agreementoateacts for the payment of the difference betnaee
specified interest rate and a reference rate mtianal deposit at a future settlement date. Then® exchange
of principal. An interest rate future is an exchatraded contract for the delivery of a standadismount of a
fixed income security or time deposit at a futua¢ed Interest rate swap transactions generallylievthe
exchange of fixed and floating interest paymenigattions without the exchange of the underlyinggipal
amounts.

Derivative transactions generate income for theu@ifoom the buy-sell spreads and from the tradivgjtjpns
taken by the Group. Income from these transacimteken to net interest income, foreign excharayaings or
profit on trading instruments. Income or expense&lerivatives entered into for balance sheet hedgimposes is
accrued and recorded as an adjustment to the $hiac®mme or expense of the related hedged item.

Credit risk

The credit risk of derivative financial instrumeiatsses from the potential for a counterparty ttadk on its
contractual obligations.

Credit risk arises when market movements are swatthe derivative has a positive value to the Graltiis the
cost of replacing the contract in the event of ¢cetparty default. The Group limits its credit riskhin a
conservative framework by dealing with creditworttpunterparties, setting credit limits on exposuioes
counterparties, and obtaining collateral where apate.

The following table provides an overview of the Gpts exchange rate and interest rate derivatiltéacludes
all contracts, both trading and non-trading. Nadiloprincipal amounts measure the amount of thedyidg
physical or financial commodity and represent tblime of outstanding transactions. They are notasure of
the risk associated with a derivative.

The gross replacement cost is the cost of replabioge financial instruments with a positive mankadte to the
Group. It represents the potential credit lossdlhdounterparties defaulted on the reporting daig any
collateral become worthless. There is no allowdnceetting arrangements.

The credit equivalent amount is calculated in adance with the Australian Prudential Regulationhuity’s
Capital Adequacy guidelines. It combines the agape gross replacement cost with an allowancenfor t
potential increase in value over the remaining tefithe transaction should market conditions change
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)

30 September 1998 30 September 1997
Gross Gross
Notional Replace- Credit Notional Replace- Credit
Principal ment Equiv. Principal ment Equiv.
Amount Cost Amount Amount Cost Amount
$M $M $M $M $M $M
Foreign exchange contracts
Spot and forward contracts 211,633 4,661 6,616 202,885 3,547 5,404
Swap agreements 19,890 1,239 2,063 10,810 321 678
Options purchased 16,566 784 1,033 11,537 182 325
Options sol® 15,86' n/a n/a 11,03: WE WE
Other contracts 925 22 46 704 1 8
264,881 6,706 9,758 236,969 4,051 6,415
Interest rate contracts
Forward rate agreements 46,995 56 86 66,719 37 122
Swap agreements 175,696 2,950 3,613 193,092 2,030 2,465
Futures contrac* 68,30 n/a n/a 125,94; n/a n/a
Options purchased 18,630 19 27 13,548 27 38
Options sol® 19,86¢ n/a n/a 20,89 n/a n/a
Other contracts 12 1 1 240 2 5
329,505 3,026 3,727 420,440 2,096 2,630
594,386 9,732 13,485 657,409 6,147 9,045

! Replacement costs have not been included as ithermimal credit risk associated with exchangeled futures, where the clearing house is the

counterparty

2 Options sold have no credit exposures as they semteobligations rather than assets

The maturity structure of derivative activity ipamary component of potential credit exposure e Tdble below
shows the remaining maturity profile by class afid&ives based on notional principal amounts.

Remaining life
30 September 1998

Remaining life

30 September 1997

< lyr 1-5yrs >5 yrs Total <lyr 1-5yrs >5yrs Total
$M $M $M $M $M $M $M $M
Foreign exchange contracts
Spot and forward contracts 205,007 6,381 245 211,633 200,173 2,680 32 202,885
Swap agreements 8,990 9,521 1,379 19,890 4,575 4,757 1,478 10,810
Options purchased 14,691 1,756 119 16,566 11,195 342 - 11,537
Options sold 13,831 1,839 197 15,867 10,492 541 - 11,033
Other contracts 594 260 71 925 693 11 - 704
243,113 19,757 2,011 264,881 227,128 8,331 1510 236,969
Interest rate contracts
Forward rate agreements 41,406 5,589 - 46,995 49,731 16,988 - 66,719
Swap agreements 73,296 71,921 30,479 175,696 105,900 75440 11,752 193,092
Futures contracts 58,289 10,014 - 68,303 97,043 27,479 1,420 125,942
Options purchased 18,097 512 21 18,630 9,613 2,034 1,901 13,548
Options sold 18,487 1,144 238 19,869 14,413 2,202 4,284 20,899
Other contracts 12 - - 12 225 15 - 240
209,587 89,180 30,738 329,505 276,925 124,158 19,357 420,440
Total 452,700 108,937 32,749 594,386 504,053 132489 20,867 657,409
49
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)

Concentrations of credit risk exist for groups o@ioterparties when they have similar economic charistics.
Major concentrations of credit risk arise by looatand type of customer.

The following table shows the concentrations ofltrask, by class of counterparty and by geogrepbéation,
measured by credit equivalent amount. In exce$&%f of the Group’s exposures are with counterpartihich
are either Australian banks or banks based in @}&ED countries.

As at As at
Sep 98 Sep 97
Class of Countemarty ™ $M
Commonwealth and OECD governmi 405 55
Australian and OECD banks 8,726 7,062
Corporations, non-OECD banks and others 4,354 1,928

13,485 9,045

As at As at
Sep 98 Sep 97
Geographic location $M $M
Australia 6,553 4,007
New Zealand 1,109 601
International markets 5,823 4,437

13,485 9,045

MARKET RISK

The market risk of derivatives arises from the ptigg for changes in value due to movements in etarktes and
prices.

The value at risk is a statistical estimate ofrfteximumdaily trading loss with a 97.5% confidence. Conversely
there is a 2.5% probability of the trading lossemding the value at risk estimate on any given dde Group

has adopted the variance/covariance methodology atandard for the calculation of value at ridlis
methodology is based on historic estimates of tiatiity and correlation of market rates and psic&eflecting
the nature of its trading activities, the Group itams its value at risk by reference to close-tosel (overnight)

risk levels.

Below are the Group’s aggregate value at risk guwovering both physical and derivatives tradiogjtpons for
its principal trading centres. The reduction itenest rate value at risk reflects the decisioexib London capital
markets emerging markets debt and other propri¢tadyng activities.

Average Average
Max for for Max for for
As at period period As at period period
Sep 98 Sep 98 Sep 98 Sep 97 Sep 97 Sep 97
$M $M $M $M $M $M
Value at risk at 97.5% confidence
Foreign exchange 2 4 2 4 4 3
Interest rate 8 28 18 19 23 17
Equities - 5 3 3 4 3
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)
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The next table shows the fair values of the Grodgisvatives by product type, disaggregated intsgr
unrealised gains and gross unrealised lossesfaithelue of a derivative represents the aggregateresent
value of the cash inflows and outflows require@xtinguish the rights and obligations arising frira derivative
in an orderly market as at the reporting dater ¥aie does not indicate future gains or lossaesrdther the
unrealised gains and losses from marking to malkelerivatives at a particular point in time.

As at fair value

Average fair value

Sep 98 Sep 97 Sep 98 Sep 97
$M $M $M $M
Foreign exchange contracts
Spot and forward contracts
Unrealised gains 4,714 3,579 4,336 2,301
Unrealised losses (3,946) (3,503) (3,832) (2,450)
Swap agreements
Unrealised gains 1,239 321 857 198
Unrealised losses (469) (274) (358) (273)
Options purchased 784 182 604 102
Options sold (566) (138) (479) (31)
Other contracts
Unrealised gains 22 1 12 -
Unrealised losses (71) (1) (36) (1)
1,707 167 1,104 (154)
Interest rate contracts
Forward rate agreeme
Unrealised gains 56 37 43 48
Unrealised losses (45) (46) (46) (48)
Swap agreements
Unrealised gains 2,950 2,030 2,238 1,558
Unrealised losses (2,970) (2,741) (2,688) (2,111)
Futures contracts
Unrealised gains 14 8 27 28
Unrealised losses 17) 9) (51) (46)
Options purchased 41 37 48 25
Options sold (39) (30) (12) (10)
Other contracts
Unrealised gains 1 2 1 -
Unrealised losses (M) (10) (8) -
(16) (722) (448) (556)
Total 1,691 (555) 656 (710)

The fair values of derivatives vary over time degieg on movements in interest and exchange rai$hen
trading or hedging strategies used. The positirevilue for foreign exchange contracts primamdffects profits

on hedges of non AUD bonds and notes.
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)

In addition to customer and trading activities, @m®up uses, inter alia, derivatives to manageittkeassociated
with its balance sheet and future revenue stredrhs. principal objectives of asset/liability manamgat are to
hedge the market value of the Group’s capital amddanage and control the sensitivity of the Groipé®me
while maintaining acceptable levels of interesé r@atd liquidity risk. The Group also uses a vgrigtforeign
exchange derivatives to hedge against adverse namtsnm the value of foreign currency denominateskts and
liabilities and future revenue streams.

The table below shows the notional principal ampgridss replacement cost and fair value of dekieatheld by
the Group, split between those entered into fotoruer-related and trading purposes and those ehieie for
balance sheet hedging purposes.

30 September 1998 30 September 1997
Gross Gross
Notional Replace- Notional Replace-
Principal ment Fair Principal ment Fair
Amount Cost Value Amount Cost Value
$M $M $M $M $M $M
Foreign exchange contracts
Customer-related and trading purpc 250,339 5,631 648 221,475 3,865 214
Balance sheet hedging purposes 14,542 1,075 1,059 15,494 186 (47)
264,881 6,706 1,707 236,969 4,051 167
Interest rate contracts
Customer-related and trading purpc 306,363 2,692 (99) 400,227 1,801 (790)
Balance sheet hedging purposes 23,142 334 83 20,213 295 68
329,505 3,026 (16) 420,440 2,096 (722)
Total 594,386 9,732 1,691 657,409 6,147 (555)

Detailed below are the net deferred realised amelalised gains and losses arising from hedgingaotst used to
manage interest rate exposure or used to hedgapatéid transactions. These gains and lossesfraet only
to the extent that there is an offsetting unrecsgphigain or loss on the exposure being hedgederi2efgains or
losses are generally amortised over the expecteddkthe hedged exposure.

Balance sheet

hedging
contracts
Sep 98 Sep 97
$M $M
Expected recognition in income

Within one year 83 39
One to two years 75 (24)
Two to five years 137 45
Greater than five years 1 22
296 82
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CONTINGENT LIABILITIES
General

There are outstanding court proceedings, claimgasdible claims against the Group, the aggregateiat of
which cannot readily be quantified. Appropriatgdkadvice has been obtained and, in the lightiohsadvice,
provisions as deemed necessary have been made.

India - National Housing Bank

In 1992 the branch of ANZ Grindlays Bank Limitedlimlia (“the Bank”) received a claim, aggregating
approximately Indian Rupees 5.06 billion ($200 ioil) from the National Housing Bank (“NHB”) in that
country. The claim arose out of certain chequasvdrby NHB in favour of the Bank, the proceeds bfalu were
credited into the account of one of the custométheBank.

On 29 March 1997, pursuant to an Arbitration Agreatrentered into on 4 November 1992, the Arbitsatoade
an award on this dispute in favour of the Bank. B\p4id to the Bank the principal and interest (aggting
Indian Rupees 9.05 billion ($357 million)) due untiee award. Subsequently, NHB had the award wedeby
the Special Court (Trial of Offences Relating tafsactions in Securities) at Mumbai, which on 4rgaty 1998
ordered that the award be set aside. ANZ has ditedppeal with the Supreme Court of India seethingthe
Special Court’s order be set aside.

As the matter is sub judice, comment by the paitiéisnited.

The Group has obtained firm legal advice from Se@iounsel and based on that advice no provisiorbbas
made in respect of the claim.

India - Foreign Exchange Regulation Act

In 1991 certain amounts were transferred from ramertible Indian Rupee accounts to convertibledup
accounts maintained with the Bank in India. In mgkhese transactions it would appear that theigians of
the Foreign Exchange Regulation Act 1973 were ingdwntly not complied with. The Bank, on its own
initiative, brought these transactions to the ditbenof the Reserve Bank of India.

The Indian authorities have served preliminarycestion the Bank and certain of its officers in &nghich could

lead to proceedings and possible penalties. Thes lawyers in India have prepared responsedseset
notices, and the Group considers that the outcoithbave no material adverse effect on the finahsiatements.
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NOTES TO THE STATEMENT OF CASH FLOWS

Full Full Half Half
year year year year
Sep 9¢ Sep 9 Sep 9t Mar 98
Inflows Inflows Inflows Inflows
(Outflows) (Outflows) (Outflows) (Outflows)
$M ™ M ™M
Reconciliation of operating profit after
income tax to net cash provided by
operating activities
Operating profit after income tax 1,106 1,024 481 625
Adjustments to reconcile to net ¢
provided by operating activities
Provision for doubtful debts 487 400 250 237
Depreciation and amortisation 188 200 94 94
Provision for restructuring and other 284 560 198 86
Payments from provisions (521) (362) (336) (185)
Provision for surplus lease sp (12) 29 (18) 6
(Profit)loss on disposal of premises and equip (20) 2 (6) 4)
(Increase)decrease in interest receivable 16 (127) 124 (108)
(Decrease)increase in interest payable (239) 23 (84) (155)
(Increase)decrease in trading securities 926 304 1,632 (706)
Decrease in net tax assets 115 49 35 80
Other (83) (69) (16) (67)
Net cash provided by(used in) operating activities ,257 2,033 2,354 (97)
Reconciliation of cash and cash equivaler1
Cash at the end of the period as shown in the
statement of cash flows is reconciled to the
related items in the balance sheet as follows
Liquid assets - less than 3 months 6,687 4,533 6,687 9,325
Due from other financial institutions
- less than 3 months 2,294 7,923 2,294 3,173
8,981 12,456 8,981 12,498
Non-cash financing and investment activitie
Share capital issues
Dividend reinvestment plan 218 180 101 117
Bonus option plan 2 3 - 2

1 At 30 September 1998, cash and cash equivaletaiting $294 million were not available for use sigte the local operations of India ($207 million)

and Pakistan ($87 million) due to exchange conteglulations
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CAPITAL ADEQUACY

Movt
As at As at As at Sep 98
Sep98 Mar98  Sep 97 v. Sep 97
Qualifying capital $M $™M $M %
Tier 1
Total shareholders' equity and outside
equity interests 8,391 7,388 6,993 20%
Less net future income tax bene (46) - - n/a
unamortised goodwill (18) (29) (21) -14%
investment in ANZ Lenders Mortgage Insurg" (18) - - n/s
Tier 1 capital 8,309 7,369 6,972 19%
Tier 2
Perpetual subordinated notes 936 842 776 21%
General provision for doubtful def 88¢ 91€ 91¢ -3%
1,825 1,758 1,694 8%
Subordinated not® 2,561 2,40¢  2,33¢ 10%
Tier 2 capital 4,392 4,162 4,030 9%
Less deduction® (305 (264 (587, -48%
Total qualifying capital 12,396 11,267 10,415 19%
Ratios (%)
Tier 1 7.2% 6.5% 6.6% n/a
Tier 2 3.8% 3.6% 3.8% n/a
11.0% 10.1% 10.4% n/a
Less deduction’ (0.3%)  (0.2%  (0.6% n/e
Total 10.7% 9.9% 9.8% n/a
Risk weighted assets 116,096 114,242 106,147 9%

! Effective 22 August 1998 following amendmentsustralian Prudential Regulation Authority guideleovering insured mortgage loans

2 Excluding attributable future income tax benefit

3 For capital adequacy calculation purposes, suboatéd note issues are reduced each year by 20#eadriginal amount during

the last five years to maturity

“# Investments in ANZ Life and entities involvediimds management and securitisation activities
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INTEREST SPREADS AND NET INTEREST AVERAGE MARGINS

Full Full Half Half
year year year year
Sep 9¢ Sep 97 Sep 9¢ Mar 98
$M $M $M $M

Average interest earning assets
Australia 67,450 60,164 69,605 64,926
New Zealand 17,846 17,106 17,555 18,040
International markets 34,432 35,972 30,884 37,791

119,728 113,242 118,044 120,757

Gross earnings raté % % % %
Australia 7.37 8.46 7.29 7.50
New Zealand 9.54 9.56 9.76 9.38
International markets 8.22 7.62 8.78 7.81
Total Group 7.94 8.37 8.04 7.88

Interest spread and net interest average marginbeagynalysed as follows:

Australia

Gross interest spread 2.92 3.16 2.87 2.98
Interest forgone on impaired assets (0.07) (0.09) (0.08) (0.06)
Net interest spread 2.85 3.07 2.79 2.92
Interest attributable to net non-interest beariegnk 0.70 0.74 0.73 0.68
Net interest average margin - Australia 3.55 3.81 3.52 3.60

New Zealand

Gross interest spread 2.12 2.30 2.14 2.13
Interest forgone on impaired assets (0.03) (0.04) (0.05) (0.02)
Net interest spread 2.09 2.26 2.09 2.11
Interest attributable to net non-interest beariegns 0.67 0.75 0.62 0.70
Net interest average margin - New Zealand 2.76 3.01 2.71 2.81

International markets

Gross interest spread 1.73 1.50 2.03 1.51
Interest forgone on impaired assets (0.10) (0.03) (0.17) (0.03)
Net interest spread 1.63 1.47 1.86 1.48
Interest attributable to net non-interest beariegnis 0.31 0.32 0.15 0.42
Net interest average margin - International markets 1.94 1.79 2.01 1.90
Group

Gross interest spread 2.40 2.49 2.45 2.36
Interest forgone on impaired ass (0.07) (0.06) (0.10) (0.04)
Net interest spread 2.33 2.43 2.35 2.32
Interest attributable to net non-interest beariegns 0.64 0.61 0.65 0.63
Net interest average margin - Group 2.97 3.04 3.00 2.95

1 Average interest rate received on interest earmissets

ANZ .



US GAAP RECONCILIATION

The consolidated financial statements of the Gramgpprepared in accordance with Generally Accepted
Accounting Principles applicable in Australia (Awdtan GAAP) which differ in some respects from @glly
Accepted Accounting Principles in the United StgtéS GAAP).

The following are reconciliations of the operatprgfit after income tax, shareholders' equity aotdltassets,
applying US GAAP instead of Australian GAAP.

Full Full Half Half

year year year year
Sep9 Sep9 Sep9% Mar98

$M $M $M $M

Operating profit after income tax according to

Australian GAAP* 1,106 1,024 481 625
Items having the effect of increasing(decreasing)

reported income:
Depreciation charged on the difference between

revaluation amount and historical cost of buildings 3 3 2 1
Difference in gain or loss on disposal of propsrtie

revalued under historical cost 9 17 1 8
Amortisation of goodwill (36) (36) (18) (18)
Pension expense adjustment 14 10 5 9
Net income according to US GAAP 1,096 1,018 471 625

Shareholders' equity according to

Australian GAAP* 8,335 6,94: 8,335 7,34(
Elimination of gross asset revaluation reserves (340; (349 (340 (341
Adjustment to accumulated depreciation on buildings

revalued 39 3€ 39 37
Restoration of previously deducted goodwill 807 807 807 807
Accumulated amortisation and write-off of goodwill (508; 472 (508 (490,
Provision for final dividend 431 392 431 366
Pension expense adjustment 58 44 58 53
Shareholders' equity according to US GAAP 8,822 7,401 8,822 7,772
Total assets according to Australian GAAP 149,720 138,241 149,720 147,681
Elimination of gross asset revaluation reserves (340; (349) (340 (341)
Adjustment to accumulated depreciation on buildings

revalued 39 36 39 37
Restoration of previously deducted goodwill 807 807 807 807
Accumulated amortisation and write-off of goodwill (508; (472) (508 (490)
Prepaid pension adjustment 44 33 44 39
Reclassffication of deferred tax assets againgtroex

tax liabilties (484, (386 (484, (384
Total assets according to US GAAP 149,278 137,910 149,278 147,349

L After abnormal items
2 Excluding outside equity interests
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ACCOUNTING POLICIES

This report has been based on financial data whéshbeen prepared in compliance with the accouptiogisions of
the Banking Act, applicable Australian Accountingi®lards and Urgent Issues Group Consensus Vidibere
necessary, amounts shown for previous periods hese reclassified to facilitate comparison.

The accounting policies have been consistentlyiegly the entities in the Group and are consistethit
those of the previous financial period except far thanges disclosed below.

CHANGES IN ACCOUNTING POLICY
Other expenses

Effective 1 October 1997, costs representing exjpergdthat is reimbursed under a contractual aeearent are
netted against the related revenue in accordariteting revised International Accounting Standar81A
“Presentation of Financial Statements”. Includethis category are card issuer reimbursement é@esranded
loyalty payments and certain brokerage costs.rpadod comparatives have been restated to aeuitindhis
treatment. The impact on the profit and loss lieryear ended 30 September 1998 is nil.

Operating leases

Effective 1 October 1997, operating leases entietecby the Group as lessor have been reclasdified premises
and equipment to loans and advances. Operatisgdeme treated as a financing transaction witlgkets recorded
as part loan part residual value, the latter di@skunder other assets. Income received is abochetween interest
and principal repayments on the loan. Prior pecimhparatives have been restated to accord wishrstment.
The impact on the profit and loss for the year engleé September 1998 is nil.

EXCHANGE RATES

Major exchange rates used in translation of residltffshore controlled entities and branches theoGroup
accounts for the year were as follows:

Balance Sheet Profit and Loss Average
Full Full Half Half
As at As at As at year year year year
Sep 9¢ Mar 98 Sep 9° Sep9 Sep9" Sep9f Mar98
NzZD/AUD 1.1868 1.1979 1.1272 1.1581 11191 1.1709 1.1390
GBP/AUD 0.3496 0.3953 0.4465 0.3913 0.4694 0.3693 0.4112
USD/AUD 0.5972 0.6634 0.7197 0.6468 0.7679 0.6106 0.6795

SIGNIFICANT EVENTS SINCE BALANCE DATE

In October 1998, the Group announced its decisi@xit its London capital markets operations arstitntional
stockbroking business with a consequent abnorrsalddter tax of $69 million. There have been repsignificant
events since 30 September 1998 to the date of¢past.

For and on behalf of the directors

[l D P

Charles Goode John McFarlane
Chairman Chief Executive Officer
Melbourne

4 November 1998
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ASIAN EXPOSURES

The exposure definitions in the tables below aresisient with the ones used by Standard & Poortheir
assessment of Asian risk published in February 1998

Exposure to Asian banks assumes the country gfahent and includes all foreign subsidiaries. é&@mple,
bank data includes UK subsidiaries of Japanesesbank

Corporate exposure includes lending to Asian @stitiutside of Asia (typically Australia) where thés
relationship with the parent entity through a gasea or letter of awareness/letter of comfortindtudes the
global exposure to the top five Korean Chaebols.

Exposure to Multinationals covers lending in As@auntries to international or global companiesgdently
involving Australian parents or joint venture pas.

EXPOSURE IN USD

Movt Movt

As at As at As at Sep 9¢ Sep 9¢

Sep 9¢ Mar 98 Sep9 v.Sep9 v.Sep9d

Country USDm USDm USDm USDm %
Japan 1,644 2,612 5,833 (4,189) -72%
Singapore 427 511 700 (273) -39%
Hong Kong 625 565 654 (29) -4%
China 787 724 707 80 11%
Taiwan 316 305 421 (105) -25%
3,799 4,717 8,315 (4,516) -54%
South Korea 1,016 1,056 1,397 (381) -27%
Indonesia 512 603 810 (298) -37%
Thailand 135 199 371 (236) -64%
Malaysia 112 109 169 (57) -34%
Philippines 284 241 264 20 8%
Vietnam 209 207 184 25 14%
2,268 2,415 3,195 (927) -29%

Total 6,067 7,132 11,510 (5,443) -47%
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PRODUCT DISCLOSURES FOR SELECTED REGIONS

As at 30 September 1998 in USD millions

Countries Products Term | TermLending [ Non Asian Exp. Securities
Trade Treas. Fund. | Treas. UnFund | PerfBds/Othed Lending| Multinational Secured By Project Investments at
Local Asian Parent | Finance Risk| Market Value Total
Asia
Japan 49 b 337 64B 154 29 32y 104 1,644
Singapore 3 2p 5P 18P 13 108 427
Hong Kong 79 3B 1 1 41p 19 5y 625
China 202 4D 3] P 16B 89 157 8y
Taiwan 65] 1B 1! 3D 188 5 316
South Korea 23 26p 2 104 301 2 w b 1,016
Indonesia 31 a 3] 1 1o 94 15 2 51p
Thailand 17 p 40 974 135
Malaysia 6) .2 L 14 5! f 11p
Philippines 1] 5 6B 136 3 8 s 03
\Vietnam 109 13 Ui 3 p 2P
Total 840 491 49 1,094 1,78 264 62 31y 15 6,06
14% 8% 8% 18% 30% 4% 10% 5% 3% 100%
South Asia
Bangladesh 10{ . /3 24D 375
India 687 3L 11 358 1,41B 31 20p 5. 2,897
Nepal 4] 16 6f 117
Sri Lanka 77 15 105 199
Total 905 5 11 39 1,82 31 20! 5. 3,588
Latin America
Argentina 102 3 2( 20 1P
Brazil 111 2 33 22 468
Chile 2 25 34 59
Colombia 2 p
Cuba 4 f
Ecuador g 2 v
Mexico 93 2 6p 1@
Panama 2 p
Peru 23 54 7
Uruguay 2 p
\enezuela 48 14 12 7p
Total 336 - ] 111 457 6 6 1,03B
Mdde East
Bahrain 6 2] 1P 5y 96
Greece 11 b 3P 184 232
Iran 47 10 57
Iraq 3 B
Israel 15 B l i} 10 7
Jordan 3 B 16 128 1 ks 13
Kuwait 3 P P 37
Lebanon 1 1
Oman 2 L B 1 39
Pakistan 19 48 40 253 67 3 1 66p
Qatar 44 % I 11 23 280
Saudi Arabia L 6p f 2% 7 2 398
UA.E 108 3p 247 51y 909
Total 450 22] 8 478 1,559 97 5 3 2,98[L
Eastern Europe
Czech Repubilic| 1 1
Russia 11 7 5 2
Ukraine 7 V
Total 11 8 - 12 3
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PRODUCT DISCLOSURES FOR SELECTED REGIONS (continued

Trade finance is captured at 100% of face value.

Securities include traded debt instruments andre&sured at assessed market value (mark-to-market).
Treasury funded exposures includes predominantik béoney Market lines and Certificates of Deposit.

Treasury unfunded exposure includes Foreign Exahang Interest Rate contracts (forwards, optiods an
swaps). The exposure is calculated using a coatesV'Mark to market plus potential exposure” noetblogy.

This methodology calculates the market value afretract and adds a factor for the potential changalue
from the valuation date to maturity.

Project finance includes a mix of projects.

Local lending includes exposure to local corpogattties in both local and foreign currency.
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GROUP SENIOR MANAGEMENT

Executive Management Committee

Chief Executive Officer
Executive Director

Global Head Personal Banking
Chief Financial Officer

John McFarlane
John Ries
Peter Hawkins
Peter Marriott

Business Heads

MD Business Bank

MD Australasian Branch Network
MD Asset Finance

MD ANZIB

MD Cards Division

MD ANZFM

MD Global Private Banking
MD ANZNZ

GGM Mortgages

Global Head Markets

GGM Banking Products
GGM International Services
GGM Direct Distribution

Bob Edgar

Larry Crawford
Peter McMahon
Grahame Miler
Charles Carbonaro
Peter Jonson
David Airey
Murray Horn
Greg Camm
Mark Coombs
Kathryn Fagg
John Winders
Satyendra Chelvendra

Group Functions

GGM Human Resources & Management Services
GGM Strategy

Chief Information Officer

GGM Risk Management

GM Acquisitions

GGM Finance & Information Management

GGM Marketing

GG Counsel & Company Secretary

GGM Audit

GM Office of the Chief Executive

ElizaBettust
(Executive Search)
David Boyles
Elmer Funke-Kupper
David Valentine

lan Snape
Rod Slater
Jane Slatter
Michael Domann
David Ward




DEFINITIONS

Economic loss provisioning (ELP)
The economic loss provision charge is determinegd@an the expected average annual loss of prirdépaed
from the Groups’ risk management models.

Equity standardisation

Economic Value Added (EVA) principles are in usemtlghout the Group, whereby risk adjusted capital i
allocated and charged against business units.tyEsfaindardised profit is determined by eliminating impact
of earnings on each business unit's book capithbétnibuting earnings on the business unit's aidjkisted
capital. This enhances comparability of businessperformance. Geographic results are not equity
standardised.

Geographic segmentation

UK and Europencludes France, Germany, Guernsey, Jersey, Baltzerland and United Kingdom.

Asia Pacificincludes Cook Islands, Fiji, Hong Kong, Indonesiapan, Korea, Malaysia, Papua New Guinea,
Philippines, Samoa, Singapore, Solomon Islandd,&rka, Taiwan, Thailand, The People’s Republi€hina,
Tonga, Vanuatu and Vietnam.

South Asiaincludes Bangladesh, India and Nepal.

Americasincludes Argentina, Brazil, Chile, Mexico and WdtStates of America.

Middle Eastincludes Bahrain, Greece, Iran, Israel, Jordana@mRakistan, Qatar and United Arab Emirates.

Impaired assets

Impaired assets are loans or other credit faalitibere there is reasonable doubt about the calidity of
interest, fees (past and future) or principal @utding, or where concessional terms have beendadwecause
of the financial difficulties of the customer.

Net advances
Net advances include gross loans and advanceqtances and ANZ accepted bills held as part ofritad
securities less income yet to mature and speditigipions (for both as at and average volumes).

Net interest average margin
Net interest average margin is net interest incame percentage of average interest earning assets.
assessable interest income is grossed up to ttreadent before tax amount for the purpose of thedeulations.

Net interest spread

Net interest spread is average interest rate redein interest earning assets less the averageshtate paid on
interest bearing liabilities. Non-assessable @gktincome is grossed up to the equivalent beforamount for
the purpose of these calculations.

Net non-interest bearing items

Net non-interest bearing items, referred to inghalysis of interest spread and net interest aearaggin,
includes shareholders' equity, provisions for dhulitebts, and deposits not bearing interest ahdrdiabilities
not bearing interest, offset by premises and egeiftrand other non-interest earning assets. Nonaldoans
are included within interest bearing loans, advara# bills discounted.

Net specific provision
Net specific provision is the transfer from the gexh provision to the specific provision (repressgpnew and
increased specific provisions less specific pravisieleases) less recoveries.

Operating expenses
Operating expenses exclude charge for doubtfulscatd abnormal items.

Service Transfer Pricing
Service Transfer Pricing is in use throughout theup, whereby business and support units recoeecdht of
services provided to other units. There are sopael loffice costs which are not recharged.

” AXZ



Total advances

Total advances include gross loans and advancesptances and ANZ accepted bills held as paredirig
securities less income yet to mature (for bothtasd average volumes).

Unproductive facilities

Unproductive facilities comprise standby lettersrfdit, bill endorsements, documentary lettersrelit and
guarantees to third parties.

64

Y
il
Il



ALPHABETICAL INDEX

Page
ABNORMAL ITEMS ... it eiiee it ettt et e st e e sstee st e ssaeesseeessaeess e e sstennnessaeessteesnseessseensenens 31
ACCOUNTING POLICIES ... .ottt iee ettt s e e e e et e e aa e s eeaaaaseaaeaaeeeassna s 58
ASIAN EXPOSURES ...ttt emmmme ettt s e e e e e e e e e et s enaaa e s s e e e ea e e eeatana i aneaeens 59
AVERAGE BALANCE SHEET AND RELATED INTEREST .....ccovviiiiiiei e 41
BALANCE SHEET ... ieieiiiieciiie st stie ettt et e e st e snte e s eeesnsaesnseessaennnesseeeanseessseesssessnsnenns 26
CAPITAL ADEQUALCY ...ttt eet ettt e et e e sn e e anteessteessteesseeesnsennnansseeseeenneeenneeennes 55
CHIEF EXECUTIVE OFFICER’S REVIEW .....ooiiiiiiiiiiiie e eee e see e st sreennee e 2
CHIEF FINANCIAL OFFICER’'S REVIEW .....cuuiiiiii et e 6
CONTINGENT LIABILITIES ... oottt e e e e e e e sene e e s s e e e e eeeeanaannnanns 53
DEFINITIONS oottt et e e e e e e e e et ae et e e e e e e eeetaaaaaeeeaesesstnaaeeeeeeeeesssnnnnnnns 63
DERIVATIVE FINANCIAL INSTRUMENTS ....ooiiieiie sttt se et e sneeneeens 48
DIVIDENDS .....utieitteiite sttt stteestte e st nemeseee s teesateesseeessae e st teeas e e asteesseesaneesseeanseeanseeantesenseeenseeennes 33
EARNINGS PER SHARE .......cotiiiiiitieeitie st ste et e e steeasaeeenaeesnsessnennssssnseesnseesseesseens 34
EXCHANGE RATES . ... oottt e e e e et ettt s et e e et eaaaaaeeeestastaaeaaeaeaaeeanes 58
FINANCIAL HIGHLIGHTS .o eee et e e e et ee s s e e s e e e e e e aeneannns 4
FIVE YEAR SUMMARY oottt sttt s s s s e e e e e e et taa e s ananaaeaeaaaaeanansannn e eas 23
GROUP SENIOR MANAGEMENT ....ooiitiiiitiieieeemmmm seeessteesneeesseeesseeessteesneessnsessneessesssessnsens 62
HIGHLIGHTS ... oottt ettt et e st e et e esteess s e e neesseeesteeeseseessteennteenneeenseeens 1
IMPAIRED ASSETS ... oo ciiiiie it ettt eeeeete et e et teesnae e ssteesteesnseesnsee st tenanaesseeeanseesnseessseesneeens 35
INCOME ... .ottt ettt emme et e et e e st e e st e e et be e etbe e eabe e e s beeaneesbeeeebaeentaeesbeesaneesnseesnseenns 29
INCOME TAX EXPENSE ... .ottt et ettt e e s e e e e e ettt e s ananaaeaeeeaeeanaatan e eas 32
INTEREST SPREADS AND NET INTEREST AVERAGE MARGINS...........oooiviiiiiiiiiiicieee, 56
INVESTMENT SECURITIES ...ooitiiiiiiiiiei ettt as e e e e e et et aaabtn s e e e e ae s e aaannesaestassnnaneeeens 34
NET LOANS AND ADVANCES ........ooiiiieetie ettt mme e estteesnteeseeesseeesseessnseessessssennsnesssessnsessseens 34
NOTES TO THE STATEMENT OF CASH FLOWS .....ooiiicieciee e sie e 54
OPERATING EXPENSES .......oiiiiieiiie sttt eceeee st stee e ste e stteesseeessteesseeesseesnnansseenseaenseeennesennes 30
PRODUCT DISCLOSURES FOR SELECTED REGIONS ....cccmmmeiiiiiiiiieeieceiiiiiies e e e eeeeeaanns 0.6
PROFIT AND LOSS ACCOUNT ...ttt eeeettes s s e et ee e eeaaae s e saasananassnneeeaaaaeees 25
PROVISIONS FOR DOUBTFUL DEBTS ...ttt et 38
SEGMENT ANALY SIS ... iieiiiiit ettt stee s memee e e e st eestaeesteeasteeesteeanseeesaenensessseeansenansenansenans 44
SHARE CAPITAL AND OPTIONS ... .ottt stie et tee et e e e e s stee s et e enennseesneeennneeas 40
SIGNIFICANT EVENTS SINCE BALANCE DATE ....occiviieeirieesiee e steesteeente e e seeeseeea 58
STATEMENT OF CASH FLOWS ..ottt e e e e e e e e e e e anneeeeannannn s 28



STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY ..aeiiiiiiiiiriieee e 27

US GAAP RECONCILIATIONS

E"II
A
I}



ANALYST AND MEDIA ENQUIRIES
For all analyst enquiries contact:
Mr lan L Snape

Group General Manager -
Finance and Information Management

Mr David Ward
General Manager -
Office of the Chief Executive

Mr Mark Dehring
Investor Relations Manager
For all media enquiries contact:

Mr Paul Edwards
Head of Group Media Relations

Telephone: (03) 9273-6356
Email: snapei@om

Telephone: (03) 9273-4185
Email: david.ward@acom

Telephone: (03) 9273-6277
Email: dehringm@anz.com

Telephone: (03) 9273-6955
Email: edwardpl12 @izoma.
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