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IMPORTANT NOTICE 
IMPORTANT NOTICE 
 
This document contains certain general background information about covered bonds (Covered Bonds) which may be issued from time to time by 
Australia and New Zealand Banking Group Limited (ABN 11 005 357 522) (ANZBGL and ANZ) under the then current base prospectus (which is a base 
prospectus for the purposes of Directive 2003/71/EC, as amended, including by Directive 2010/73/EU (Prospectus Directive)), as supplemented from 
time to time (Prospectus) relating to the US$30,000,000,000 ANZ Global Covered Bond Programme (Programme). The information is current at the 
date of this document or as otherwise stated in this document. It is given in summary form and does not purport to be complete and has not been 
independently verified. ANZ is not under any obligation to update the information or to keep it current.  
 
This document does not constitute an invitation or offer to subscribe for or purchase any Covered Bonds or a solicitation to engage in or refrain from 
engaging in any transaction. Covered Bonds are complex and this document addresses only some of their features. Investors should review the 
Prospectus. The information contained in this document is qualified by and does not form part of, or supplement, the Prospectus or any other applicable 
offering document. The intended audience of this document is institutional sophisticated investors, only.  
 
Investors should ensure that they understand the nature of the relevant Covered Bonds and the extent of their exposure to risks and that they consider 
the suitability of the relevant Covered Bonds as an investment in the light of their own circumstances and financial condition. Certain aspects of Covered 
Bonds involve a high degree of risk and investors should be prepared to sustain a loss of all or part of their investment. It is the responsibility of 
investors to ensure that they have sufficient knowledge, experience and professional advice to make their own legal, financial, tax, accounting and other 
evaluation of the merits and risks of investing in the Covered Bonds and are not relying on the advice of ANZ (or any other party to the Programme) in 
that regard. The information in this document does not contain investment recommendations or advice (including, but not limited to, financial product 
advice). 
 
Neither this document nor any other information supplied in connection with the Programme or any Covered Bonds (i) is intended to provide the basis of 
any credit or other evaluation or (ii) should be considered as a recommendation by ANZ to purchase any Covered Bonds.  
 
Distribution restrictions 
 
Each person accessing this document confirms that they are a person who is entitled to access this document under all applicable laws, regulations and 
directives in all applicable jurisdictions. Without limitation to the foregoing: 
 
• In Australia: This document is only accessible by persons who are not a "retail client" within the meaning of section 761G of the Corporations Act 

2001 of Australia and are also sophisticated investors, professional investors or other investors in respect of whom disclosure is not required under 
Part 6D.2 or Part 7.9 of the Corporations Act 2001 of Australia and, in all cases, in such circumstances as may be permitted by applicable law in any 
jurisdiction (including Australia) in which an Investor may be located.  

  
• In Japan: This document is not directed to any resident of Japan (which term as used herein means any person resident in Japan, including any 

corporation or other entity organised under the laws of Japan). In addition, any securities referred to in this document have not been and will not be 
registered under the Financial Instruments and Exchange Act of Japan, as amended (Financial Instruments and Exchange Act) and may not be, 
directly or indirectly, offered or sold in Japan or to, or for the benefit of, any resident of Japan or to others for re-offering or re-sale, directly or 
indirectly in Japan, except pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the Financial 
Instruments and Exchange Act and any other applicable laws, regulations and governmental guidelines of Japan. 
 

• In New Zealand: This document is only accessible: 
     (a) by persons who are wholesale investors as that term is defined in clauses 3(2)(a), (c) and (d) of schedule 1 to the Financial Markets Conduct Act  
          2013 of New Zealand (FMC Act), being a person who is: (i) an "investment business"; (ii) "large"; or (iii) a "government agency", in each case  
          as defined in schedule 1 to the FMC Act; and 
     (b) in other circumstances where there is no contravention of the FMC Act. 
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IMPORTANT NOTICE 
• In the United Kingdom: This document is directed at persons who are not retail investors (as defined under the section entitled "In the European 

Economic Area" below) and who (i) have professional experience in matters relating to investments falling within Article 19(5) of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (FPO), or (ii) are qualifying high net worth companies, unincorporated 
associations, trustees and other persons falling within Article 49(2)(a) to (d) of the FPO. If you are a person of any other description, you should not 
access this document nor act upon the material contained in this document. 

  
• In the European Economic Area: This document is not directed at, and Covered Bonds offered, sold or otherwise made available should not be 

offered, sold or otherwise made available to, retail investors in the European Economic Area (EEA). For these purposes, a "retail investor" means a 
person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU, as amended (MiFID II); (ii) a 
customer within the meaning of Directive 2002/92/EC, as amended (Insurance Mediation Directive), where that customer would not qualify as a 
professional client as defined in point (10) of Article 4(1) of MiFID II; or (iii) not a "qualified investor" as defined under the Prospectus Directive. No 
key information document required by Regulation (EU) No 1286/2014 (PRIIPs Regulation) for offering or selling the Covered Bonds or otherwise 
making them available to retail investors in the EEA has been prepared and therefore offering or selling the Covered Bonds or otherwise making 
them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation. If you are a retail investor you should not access this 
document nor act upon the material contained in this document. 

  
• In the United States: Nothing in this document constitutes an offer of securities for sale in the United States. This document is not directed to the 

United States or to U.S. persons (as defined in Regulation S under the U.S. Securities Act) and any securities described in this document have not 
been registered under the U.S. Securities Act, and may not be offered, sold or delivered within the United States or to U.S. persons, absent 
registration or an available exemption from registration, under the US Securities Act. 

 
No reproduction  
 
This document may not be reproduced, redistributed or passed on, directly or indirectly, in whole or in part, for any purpose. 
 
Forward looking statements 
 
This document may contain forward-looking statements including statements regarding ANZ’s intent, belief or current expectations with respect to ANZ’s 
business and operations, market conditions, results of operations and financial condition, capital adequacy, specific provisions and risk management 
practices. When used in this document, the words “estimate”, “project”, “intend”, “anticipate”, “believe”, “expect”, “should” and similar expressions, as 
they relate to ANZ and its management, are intended to identify forward-looking statements. Readers are cautioned not to place undue reliance on 
these forward-looking statements, which speak only as of the date hereof. Such statements constitute “forward-looking statements” for the purposes of 
the United States Private Securities Litigation Reform Act of 1995. ANZ does not undertake any obligation to publicly release the result of any revisions 
to these forward-looking statements to reflect events or circumstances after the date of this document to reflect the occurrence of unanticipated events. 
 
Limitation of liability 
 
To the maximum extent permitted by law, ANZ, its related bodies corporate, directors, employees and agents do not accept any liability for any loss 
arising from the use of this document or its contents or otherwise arising in connection with it, including, without limitation, any liability arising from 
fault or negligence on the part of ANZ, its related bodies corporate, directors, employees or agents. 
 
Your agreement 
 
By accessing this document, you agree to be bound by the foregoing limitations and conditions. 
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AUSTRALIAN COVERED BOND LEGISLATION  
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Structure 

• Covered bond issuance permitted pursuant to the Banking Act 1959 since October 2011. 

• Authorised deposit taking institutions (ADIs) to be covered bond issuer, with dual recourse to 

issuer (first) and the cover pool (next). 

• Guarantee provided by a special purpose vehicle (SPV), used for segregation of cover pool 

assets and provides legal certainty of a priority claim over the cover pool assets. 

Priority 

• Bondholders have a priority claim against a cover pool of financial assets. 

• Demand Loan and Intercompany Loan determine the size of the cover pool. Combined limit 

set on these loan facilities must comply with the total cover pool limit. 

• The Australian Prudential Regulation Authority (APRA) has limited powers with respect to 

assets in the cover pool. 

Cover Pool 

• Australian assets only - includes cash, Australian Government bonds, State-Government 

bonds, <100 day bank debt (up to 15%), residential or commercial mortgage loans and 

certain derivatives. 

• ANZ pool limits State-Government bonds to less than 15% and does not include any 

commercial mortgage loans. 

• Minimum level of over-collateralisation of 3% where value is only provided up to 80% loan to 

value ratio for residential loans (with contractual over-collateralisation (OC) in addition). 

Issuance Limits • Issuance not permitted if cover pool assets > 8% of ADI’s Australian assets. 

Supervision 
• APRA has prudential supervision responsibilities. 

• Defined role of an independent cover pool monitor. 
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ANZ RESIDENTIAL COVERED BOND PROGRAM 
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Issuer  • Australia and New Zealand Banking Group Limited (ANZBGL and ANZ) 

Issuer Rating • AA-/A1+ (negative outlook) (S&P), Aa3/P-1 (Moody’s), AA-/F1+ (Fitch)  

Program Size • US$30,000,000,000 

Covered Bond Rating • Aaa (Moody’s) / AAA (Fitch)  

Covered Bond 

Guarantor  

• Perpetual Corporate Trust Limited in its capacity as trustee of the ANZ Residential Covered 

Bond Trust. 

Covered Bond 

Guarantee 
• Guarantees payments of interest and principal, secured over a cover pool. 

Cover Pool 
• Australian, first ranking residential mortgages and authorised investments ring fenced in the 

ANZ Residential Covered Bond Trust. 

Over-collateralisation 

• Maximum Asset Percentage is 95% and the current minimum Asset Percentage is 90.5%. 

• Contractual over-collateralisation of 10.5% is the inverse of Asset Percentage. 

• Monthly Asset Coverage Test to ensure cover pool has sufficient assets to secure the 

outstanding covered bonds per minimum contractual OC requirements. 

LVR Cap 

• Legislative requirement includes maximum 80% loan to value ratio for 103% minimum 

legislative OC requirement. Excess above the 80% loan to value ratio limit is given zero 

collateral value. 

Governing Law 
• Asset and security documents – Australian 

• Bond distribution documentation – English, New York and/or Australian 

Listing • London Stock Exchange for European issuance 
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PARTIES TO THE PROGRAM  
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Issuer and Seller 

• ANZBGL 

• Additional roles include: 

• Residual Income Unitholder & Residual Capital Unitholder 

• Calculation Manager 

• Currency & interest rate swap provider 

• Interest Rate Swap provider 

• Contingent Covered Bond Swap provider 

• Account Bank 

• Servicer 

• Custodian 

Covered Bond 

Guarantor 

• Perpetual Corporate Trust Limited in its capacity as trustee of the ANZ Residential Covered 

Bond Trust 

The Trust • ANZ Residential Covered Bond Trust 

Trust Manager • ANZ Capel Court Limited 

Bond Trustee • DB Trustees (Hong Kong) Limited* in its capacity as bond trustee 

Security Trustee • P.T. Limited in its capacity as security trustee 

Paying Agents • Contain Deutsche Bank entities 

Asset Monitor • KPMG (performed at least on a semi-annual basis) 

* Some of the functions have been delegated to Perpetual Trustee Limited 
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PROGRAM STRUCTURE  
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Consideration 

Perpetual Corporate 

Trust limited as trustee of 

the ANZ Residential  

Covered Bond Trust 
Covered Bond Guarantor 

Demand Loan and 

Intercompany Loan 

Covered 

Bond  

Proceeds 

Housing Loans and  

Related Security 

ANZBGL 
Issuer 

DB Trustees 

Limited 

(Hong Kong) 

Covered  

Bondholders / Bond 

Trustee 

ANZBGL 
Seller 

P.T. Limited 
Security Trustee 

ANZBGL 
Interest Rate Swap Provider 

Covered Bonds 

Guarantee 

Security Deed 

Secured Creditors 

ANZBGL 
Covered Bond Swap 

Provider 

ANZBGL 
Ccy and Interest Rate Swap 

Provider 

Covered 

Bonds 
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PROGRAM STRUCTURAL ENHANCEMENTS  
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Over-  

Collateralisation 

• Prior to a Notice to Pay, the Asset Coverage Test is performed on the relevant Determination 

Date to ensure sufficient assets to support the value of outstanding covered bonds. 

• After a Notice to Pay, the Amortisation Test is performed on each relevant Determination Date 

to ensure sufficient cash to pay any maturing bonds. 

Indexation • The nominal value of assets in the asset pool will be adjusted to reflect changes in house prices 

using a reliable and widely used measure such as RP Data-Rismark home value index. 

• The Asset Coverage Test and Amortisation Test require the use of the Indexed Valuation for 

each property. 

• Indexing is applied using a similar procedure to UK programmes, with 100% of any loss and 

85% of any gain applied. 

• Housing Loans in arrears by more than three months receive zero collateral value. 

Interest Rate Swap • Hedges interest flows on the cover pool to a spread over 1 month BBSW to cover the payment 

obligations of the Trust, including interest payments on the Intercompany Loan and Demand 

Loan and the expenses of the Trust. 

• Provided by ANZBGL and will be required to post collateral, obtain guarantees or be replaced if 

certain rating triggers occur. 

Covered Bond Swap • Where covered bonds are issued in a currency and/or on an interest basis different to the 

Interest Rate Swap, ANZBGL will enter into a Cross Currency Swap and at the same time, the 

Covered Bond Guarantor will enter into a Forward Starting Covered Bond Swap. 

• Provided by ANZBGL and will be required to post collateral, obtain guarantees and/or be 

replaced if certain rating triggers occur. 

Capitalised but undefined terms on this page have the meaning given in the Prospectus. 
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AAA RATING TRIGGER POINTS  
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Pre Maturity Test  Moody’s: below P-1 

Fitch: below F1+ / A+ 

For Hard Bullet Covered Bonds maturing within the next 12 

months, Pre-Maturity Ledger must be funded by the A$ equivalent 

of the Required Redemption Amount. 

Failure to remedy a breach of the Pre-Maturity Test within the 

required timeframe will cause an Issuer Event of Default to occur. 

Reserve Fund Moody’s: below P-1 

Fitch: below F1+  

An amount equal to the A$ equivalent of three months’ interest and 

expenses must be credited to the Reserve Fund. 

Swap Collateralisation 

& Replacement 

Fitch: below F1/ A 

 

 

Swaps must be cash-collateralised (one-way CSA) within 14 

calendar days of a ratings trigger event. 

ANZ must replace itself as swap counterparty if ANZ’s Fitch rating 

falls below F2 / BBB+. 

Moody’s: below P-1 / A2 Swaps must be cash-collateralised (one-way CSA) within 30 

business days of a ratings trigger event. 

ANZ must replace itself as swap counterparty if ANZ’s Moody’s 

rating falls below P2 / A3. 

Transfer Trust Bank 

Account 
Moody’s: below P-1 

Fitch: below F1 / A  

 

Account Bank ceases to be an Eligible Bank if it does not obtain a 

guarantee from an Eligible Bank (of its obligations) within: 

(i) at any time prior to 1 December 2015, 30 Local Business Days 

or (ii) at any time on and from 1 December 2015, 30 calendar 

days. 

Servicer Termination 

Event 
Moody’s: below Baa3 

Fitch: below BBB- 

The Covered Bond Guarantor or the Security Trustee to terminate 

the appointment of the Servicer in a manner as set out in Program 

Documents 

Capitalised but undefined terms on this page have the meaning given in the Prospectus. 
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COVER POOL,THE DEMAND & INTERCOMPANY 

LOANS 
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Minimum 

AARA 

A$ Equivalent 

 of  

Covered 

Bonds 

Outstanding 

Nominal  

value  

of  

Cover 

Pool 

Inter-

company 

Loan 

Sub-

ordinated 

Demand 

Loan 

Effect of 

Asset 

Coverage 

Test 

 

Excess over 

Required 

AARA 

Senior 

Demand 

Loan 

Excess OC 

Above 

Minimum 

Contractual 

Amount 

Minimum 

Contractual 

OC 

• The Asset Coverage Test is an ongoing test to ensure the 

adjusted aggregate receivable amount (AARA) is equal to or 

greater than A$ equivalent of Covered Bonds outstanding. 

• The AARA is determined by applying a collateral “haircut” 

using the asset percentage which corresponds to the 

contractual minimum over-collateralisation. 

• The minimum AARA is for the benefit of bondholders and 

APRA has no rights with respect to this portion of the cover 

pool. 

• The cash equivalent of the excess AARA over the minimum 

AARA represents voluntary over-collateralisation, and is 

funded through the senior demand loan. 

• The senior demand loan can be called by the Issuer, or if 

directed by APRA, for immediate repayment. 
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A$ 

EQUIVALENT 

OF COVERED 

BONDS 

OUTSTANDING 

 

 

OTHER COVER POOL 

ASSETS 

NEGATIVE CARRY 

COSTS 

ASSET COVERAGE TEST  
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(B) 

Unused Term 

Advances and   

Demand Loan 

Advances 

+ 

(C) 

Substitution Assets and 

Authorised Investments 

+ 

(D) 

Housing loan  

principal receipts in the 

GIC account 

+ 

(E) 

Sales proceeds 

credited to GIC plus 

surplus principal 

receipts credited to GIC 

x 

ASSET 

COVERAGE 

TEST 

ADJUSTED MORTGAGE  PORTFOLIO BALANCE 

≥ = 

+ - 

Weighted average 

remaining maturity  of all 

covered bonds 

outstanding (years) 

A$ equivalent of 

Principal Amount 

Outstanding of all 

covered bonds 

Negative Carry Factor 

x 

Zero if the Interest 

Rate Swap is in place 

or (B+C+D+E)/ 

(A+B+C+D+E) 

x 

x 

DETAILED ASSET COVERAGE TEST COMPONENTS BELOW 

(1) 

 

For each non defaulted 

housing loan, the lesser of: 

 

(i) Outstanding current 

balance of the housing 

loan; and 

(ii) 80% of the indexed 

valuation for the 

property; 

 

For each defaulted housing 

loan, zero 

 

 

 

 

 

MINUS loans in breach of 

representations and 

warranties or the servicing 

agreement 

 

• Tested monthly on every determination date prior to the service of a Notice to Pay 

• The Asset Coverage Test is intended to test that the value of housing loans, cash, and other eligible assets is greater than the A$ equivalent 

of outstanding covered bonds.  The excess is funded by the senior ranking portion of the demand loan. 

• Failure of the Asset Coverage Test leads to an Issuer Event of Default and this may then prompt an acceleration of the Covered Bonds 

against the Issuer. 

(2) 

 

For each non defaulted 

housing loan, the lesser of: 

 

(i) Outstanding current 

balance of the housing 

loan; and 

(ii) 100% of the latest 

valuation of the 

property;  

 

For each defaulted housing 

loan, zero 

 

X 

 

Asset Percentage 

 

MINUS loans in breach of 

representations and 

warranties or the servicing 

agreement) 

 

LOWER OF (1) or (2) as described below: 
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A$ 

EQUIVALENT 

OF COVERED 

BONDS 

OUTSTANDING 

 

 

OTHER COVER POOL 

ASSETS 

NEGATIVE CARRY 

COSTS 

AMORTISATION TEST  
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(B) 

Cash in the GIC 

account and Authorised 

Investments 

+ 

(C) 

Substitution Assets 

 

 

x 

AMORTISATION  

TEST 

MORTGAGE  ASSETS 

≥ = 

+ - 

(Z) 

 

Weighted average 

remaining maturity  of all 

covered bonds outstanding 

(years) 

A$ equivalent of Principal 

Amount Outstanding of all 

covered bonds 

Negative Carry Factor 

x 

[ Zero if the Interest 

Rate Swap is in place or 

(B+C)/ 

(A+B+C) ] 

x 

x 

DETAILED AMORTISATION TEST COMPONENTS BELOW 

 

( The lesser of: 

 

(i) Outstanding current balance of the housing loan; and 

(ii) 80% of the indexed valuation for the property ) 

 

TIMES 

 

M 

 

where M = 1.0 if the housing loan is not a defaulted 

housing loan OR M = 0.0 if the housing loan is a 

defaulted housing loan. 

 

 

 

 

• Tested monthly on every determination date after the service of a Notice to Pay. 

• The Amortisation Test is intended to test that the value of the Covered Bond Guarantor’s assets are at least equal 

to the A$ equivalent of outstanding covered bonds. 

• A failure of the Amortisation Test will constitute a Covered Bond Guarantor Event of Default and prompt an 

acceleration of the Covered Bonds against the Covered Bond Guarantor. 
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ISSUER EVENT OF DEFAULT AND COVERED 

BOND GUARANTEE 
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Issuer Event of Default Include: 

• Default in principal or interest for 7 days 

• Issuer fails to perform obligations for 30 days (other than Asset Coverage Test) 

• Winding up, insolvency and bankruptcy events 

• An uncured breach of Asset Coverage Test 

Following an Issuer 

Event of Default 

• Serving of an Issuer Acceleration Notice to the Issuer will accelerate claims against the Issuer 

but not the Guarantor. The bonds do not accelerate. 

• Bondholders may immediately claim against the Issuer and rank pari-passu with ANZ’s senior 

unsecured debt. 

• Any money obtained under that claim is paid to the Guarantor for payment of interest and 

principal according to the original payment schedule. 

Activation of Covered 

Bond Guarantee 

• Following an Issuer Acceleration Notice, the Trustee may serve a Notice to Pay on the Covered 

Bond Guarantor. 

• Investors receive payment of interest and principal under the Covered Bond Guarantee 

according to the original payment schedule as if no Issuer Event of Default had occurred. 

• To the extent the Covered Bond Guarantor has insufficient funds to repay in full Covered Bonds 

on the maturity date, the unpaid amount of Covered Bonds will be deferred and shall be due 

and payable 12 months later (or earlier if the Covered Bond Guarantor has sufficient funds).  

This provision does not apply to Hard Bullet Covered Bonds. 
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GEOGRAPHIC SPREAD QUALIFYING LOAN CRITERIA 

 

AMORTISING VS INTEREST 

ONLY 

COVER POOL SUMMARY COMPOSITION AND QUALIFYING CRITERIA 

WEIGHTED AVERAGE LVR  

  
PORTFOLIO SUMMARY AT 22 AUGUST 2018 

 

% 
35 

6 8 8 

32 

3 
7 

50 

10 12 11 9 
4 2 

>60% to 

≤ 65% 

>65% to 

≤ 70% 

≤ 60% >80% to  

≤ 85% 

>75% to 

≤ 80% 

> 85% 

29% 

31% 

18% 

13% 

7% 
2% 

1% 

82% 

6% 

11% 
1% 

* Distribution of Original LVRs may change due to changes made to reporting systems as 

per APRA’s EFS definitions. 

Original Indexed 

VIC WA 

NSW/ACT SA 

QLD TAS 

NT IO 1-5yrs P&I 

IO <1yr IO 5-10yrs 

Covered Bond Pool  $19.5bn 

Covered Bonds on issue  $13.9bn 

Average loan size $321,894 

Weighted Ave Current LVR 64.38% 

Weighted Ave Indexed LVR 58.30% 

Min Required AP% / OC%  90.5% / 10.5% 

Owner-Occupied / Investment1 73% / 27% 

Full-Doc loans 100% 

• Due from a natural person resident of Australia 

• Repayable in Australian Dollars 

• Fully drawn 

• Term does not exceed 30 years 

• Current principal balance ≤ $2,000,000 

• Secured by a registered 1st mortgage 

• Residential dwelling which is not under construction (excluding 

permitted renovations) 

• The loan is not > 30 days in arrears 

• The sale of the loan does not contravene or conflict with any 

applicable law 

• The Borrower has made at least one interest payment on the loan 

>70% to  

≤ 75% 



COVERED BONDS –  COLLATERAL CHANGE 

(SINCE SEPTEMBER 2017)  
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COVER POOL SUMMARY 

Portfolio Summary 22-Sep-2017 22-Dec-2017 22-Mar-2018 22-Jun-2018 

Cover  Pool  $19.5bn $19.5bn $19.5bn $19.5bn 

Covered Bonds on issue  $13.9bn $13.9bn $13.9bn $13.9bn 

Average loan size $325,695 $322,231 $320,747 $321,239 

Weighted Ave Current LVR 65.53% 65.07% 64.84% 64.57% 

Weighted Ave Indexed LVR 58.17% 57.31% 57.54% 58.23% 

Weighted Ave Seasoning 36.86 months 37.33 months 38.21 months 39.30 months 

Min Required AP% / OC%  90.5% / 10.5% 90.5% / 10.5% 90.5% / 10.5% 90.5% / 10.5% 

Owner-Occupied / Investment 72% / 28% 72% / 28% 73% / 27% 73% / 27% 

P&I Loans vs IO Loans 76% / 24% 78% / 22% 80% / 20% 81% / 19% 

Variable Rate Loans vs Fixed Rate loans 86% / 14% 86% / 14% 86% / 14% 86% / 14% 

Full-Doc loans 100% 100% 100% 100% 

• Slight increase in P&I loans due to IO Periods Expiry Dates and conversions to P&I loans; 

• No material change in the composition of the cover pool over the past 12 months; 

• There may be a re-classification of certain data points due to APRA’s EFS definitions and alignment of data within ANZ’s 

systems. Subject to industry consensus on common reporting; 

• Asset percentage has been maintained at 90.5% over the past 12 months; AND 

• Continued system enhancements implemented in ABS Suite which manages all secured funding collateral. 



COVERED BONDS ON ISSUE AS AT 22  

AUGUST 2018  

19 

ANZ COVERED BONDS - ISSUANCE TENOR 

 

ANZ COVERED BONDS – CURRENCY MIX 

 

 

Covered Bonds 

Bonds Outstanding (A$) 13.9bn 

Cover Pool (A$) 19.5bn 

Program Ratings Aaa  / AAA 

Number of Issues O/s 17 

Number of Currencies 6 

WA Term at Issue 8.20 years 

Issuance Capacity 

Contractual AP% 90.5% 

Min Required OC% 10.50% 

8% of Total Australian Assets ~A$45bn 

Max Issuance Capacity ~A$41bn 

% Collateral Capacity Utilised ~43% 

% Issuance Capacity Utilised ~34% 

7% 

32% 

19% 

30% 

10% 
1% 

3 yr 

10 yr 

7 yr 

5 yr 

12 yr 

15 yr 

11% 

72% 

5% 

7% 

2% 

2% 

EUR 

AUD 

GBP 

USD 

NOK 

CHF 
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AUSTRALIA HOME LOANS  
PORTFOLIO OVERVIEW 
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1. Home Loans (excludes Non Performing Loans, excludes offset balances)  2. YTD (6 months to) unless noted  3. New accounts includes increases to existing accounts and split loans (fixed and variable components of the same loan)  

4. The current classification of Investor vs Owner Occupier, as reported to regulators and the market, is based on the classi fication at origination (as advised by the customer) and the ongoing precision relies on the customers obligation to 

advise ANZ, and ANZ targeted activity to identify, any change in circumstances.  5. Excludes Equity Manager  6. Based on APRA definition ie includes Equity Manager in the total composition  7. March Half to Date  8. Originated in the 

respective half  9. Unweighted   10. Includes capitalised premiums  11. Valuations updated to Mar’18 where available  12. Source for Australia: APRA to Feb’18  13. % of Owner Occupied and Investment Loans that have any amount 

ahead of repayments. Includes Offset balances. Excludes Equity Manager. Excludes Non Performing Loans.  14. Balances of Offset accounts connected to existing Instalment Loans   15. Low Doc is comprised of less than or equal to 

60% LVR mortgages primarily for self-employed without scheduled PAYG income.   However, it also has ~A$400m of less than or equal to 80% LVR mortgages, primarily booked pre-2008  16. Annualised write-off net of recoveries   17.  

Based on Gross Loans and Advances   18. Based on Group Cash Profit basis. 

 

Portfolio1 Flow2 

1H16 1H17 1H18 1H18 

Number of Home Loan 

accounts 976k 992k 1,017k 79k3 

Total FUM1  $243b $256b $270b $31b 

Average Loan Size $249k $258k $266k $387k 

% Owner Occupied4 60% 62% 65% 69% 

% Investor4 36% 34% 32% 29% 

% Equity Line of Credit 4% 4% 3% 2% 

% Paying Variable Rate 

Loan5 87% 85% 83% 82% 

% Paying Fixed Rate Loan5 13% 15% 17% 18% 

% Paying Interest Only6 37% 36% 26% 14%7 

% Broker originated 48% 50% 51% 56% 

Portfolio1 

1H16 1H17 1H18 

Average LVR at 

Origination8,9,10 
71% 70% 68% 

Average Dynamic LVR9,10,11 51% 51% 51% 

Market Share12 15.6% 15.6% 15.8% 

% Ahead of Repayments13 71% 71% 71% 

Offset Balances14 $24b $26b $27b 

% First Home Buyer 7% 6% 7% 

% Low Doc15 7% 5% 4% 

Loss Rate16 0.01% 0.02% 0.02% 

% of Australia Geography 

Lending17 63% 63% 64% 

% of Group Lending17,18 43% 44% 46% 



54% 60% 64%

24% 19% 17%

22% 21% 19%

1H18 1H16 1H17 

AUSTRALIA HOME LOANS  

LOAN BALANCE & LENDING FLOWS1 

PORTFOLIO1,2 & FLOW3 COMPOSITION 

1.  Excludes Non Performing Loans.  2. The current classification of Investor vs Owner Occupier, as reported to regulators and the market, is based on the classification at origination (as advised 

by the customer) and the ongoing precision relies on the customers obligation to advise ANZ, and ANZ targeted activity to identify, any change in circumstances.  3. YTD (6 months to) unless 

noted  4. Includes capitalised premiums.  5. Valuations updated to Mar’18 where available 

$b 

PORTFOLIO GROWTH 
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60% 62% 65% 69% 

36% 34% 32% 29% 

Mar-18 

3% 4% 

1H18 Mar-16 

4% 

Mar-17 

2% 

31% 32% 32% 39% 

30% 31% 32% 
36% 

17% 16% 16% 
13% 15% 14% 13% 

7% 7% 

Mar-18 Mar-16 

7% 7% 

Mar-17 

5% 

1H18 

By purpose: 

Portfolio 

By origination LVR4: 

Flow 

By location: 

Owner Occ Investor Equity WA VIC/TAS NSW/ACT SA/NT QLD 

Flow Flow Portfolio 

<80% LVR >80% LVR 80% LVR 

255 
270 

50 4 
15 

Redraw & 

Interest 

Repay 

/ Other 

Mar 18 Mar 17 New Sales 

exc Refi-In 

Net OFI 

Refi 

-54 

+6% 

DYNAMIC LOAN TO VALUE RATIO1,4,5 

% of portfolio 

0 

20 

40 

10 

30 

50 

0-60% 61-75% 76-80% 81-90% 91-95% 95%+ 

Mar 15 Mar 16 Mar 17 Mar 18 
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2.0 

0.0 

0.5 

1.5 

1.0 

NSW 

& ACT 

VIC & TAS QLD WA SA & NT Portfolio 

AUSTRALIA DIVISION 

PRODUCT 90+ DAY DELINQUENCIES1 

 

HOME LOAN DELINQUENCIES1,3 

1. Excludes Non Performing Loans   2. Comprises Small Business, Commercial Cards and Asset Finance  3. The current classification of Investor vs Owner Occupier, as reported to regulators 

and the market, is based on the classification at origination (as advised by the customer) and the ongoing precision relies on the customers obligation to advise ANZ, and ANZ targeted activity to 

identify, any change in circumstances  4. % of Owner Occupied and Investment Loans that have any amount ahead of repayments. 

 

% % 

71% of accounts ahead of repayments 

 

PORTFOLIO PERFORMANCE 
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90+ Investor 30+ DPD % 

90+ Owner Occupied 

HOME LOANS 90+ DPD BY STATE1 

 % 

Mar 12 

Mar 13 

Mar 14 Mar 16 

Mar 15 Mar 17 

Mar 18 

HOME LOANS REPAYMENT PROFILE1,4 

 

Overdue 1-2 years 

ahead 

>2 years 

ahead 

On Time 3-6 

months 

ahead 

1-3 

months 

ahead 

17% 

3% 

<1 month 

ahead 

6-12 

months 

ahead 

26% 

9% 
6% 6% 7% 

26% 

Mar 15 Mar 16 Mar 17 Mar 18 
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HOME LOAN PRODUCT OFFERINGS  

ANZ’S HOME LOAN PRODUCT STRATEGY DELIVERS VALUE FOR CUSTOMERS, 

WITH ANZ BEING RECOGNISED AS HAVING THE ‘BEST CUSTOMER EXPERIENCE IN 

HOME LENDING’ AT THE 2017 AUSTRALIAN LENDING AWARDS 
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1.  Waived under Breakfree Package 

2.  Waived as part of a campaign since March 2014 

 

Variable Fixed Line of Credit 

Product Standard Variable Simplicity Plus 
Fixed 

(1-5 years) 

Fixed 

(7 & 10 years) 
Equity Manager 

Description 
A fully featured 

variable rate loan 

A low variable rate, 

low fee loan 

Certainty of fixed 

interest repayments 

for fixed rate period  

Certainty of fixed 

interest repayments 

for fixed rate period  

Flexible line of 

credit available for 

any personal, 

residential or 

investment purpose 

Launched Nov 1979 May 2008 Jul 1990 Jul 1999 Dec 1997 

FUM (as at 30 Mar 

2018) 
69% 11% 17% <1% 3% 

Loan approval fee Yes1 Yes2 Yes1 Yes1 Yes1 

Loan admin charge Yes, monthly1 No Yes, monthly1 Yes, monthly1 Yes, annually1 

Redraw Yes Yes 

Yes (only after the 

fixed rate period 

has expired) 

Yes (only after the 

fixed rate period 

has expired) 

Yes 

Offset available Yes No 1 year rate only No n/a 

Eligible for package Yes No Yes Yes Yes 
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DISTRIBUTION CHANNELS  

MORTGAGES ORIGINATION LANDSCAPE 

 

HOME LOAN PORTFOLIO FUM BY CHANNEL 

 

TREND IN FUM ORIGINATION BY CHANNEL 

 

 

A$bn 
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Branch 

• 658 branches  

• 33% of Mortgage Funds Under Management (FUM) 

• Controls: Quality File Review (QFR) checking, Branch 

health checks, sales compliance reports, mortgage file 

compliance 

• Staff Learning and Development includes ANZ’s 

Lending Origination course (LOCAM) 

Phone 

• 2% of Mortgage FUM including supporting online 

• Controls: QA program, sales compliance reports, 

mortgage file compliance 

• Staff Learning and Development includes the LOCAM 

course 

Mobile 

Lending 

• 150 franchises (155 sold) 

• Territories cover over 90% of Australian population 

• 11.5% of Mortgage FUM 

• Credit assessment decisions performed by ANZ 

Broker 

• ~16,000 accredited brokers 

• 51% of Mortgage FUM 

• Credit assessment decisions performed by ANZ 

• Home and personal lending 

Introducers 

• 1,200 active mortgage introducers 

• 4% of sales written through above channels (16% of 

Branch sales) 

• All referrals are 1 way, credit assessment decisions 

performed by ANZ and  documentation held as part of 

ANZ’s lending file 

33.2% 

11.5% 

51.2% 

4.1% 

Branch 

Mobile Lending 

Other 

Broker 
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Proprietary Broker 



ORIGINATION CHANNEL ACCREDITATION 

AND MONITORING  
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1. As at 31 March 2018. 

2. ~2% of FUM is Private Bank. 

 

Channel Description
1, 2 

Accreditation Monitoring 

Branch 

• 2,057 branch mortgage capable staff + 

327 HILMs. 

• 33% of Mortgage Funds Under 

Management (FUM). 

• Completion of  ANZ’s Lending Origination course 

(LOCAM).  

• Completion of mandatory compliance training. 

• Home Loan Interview Guide (HLIG) file checks, 

branch health checks, sales compliance reports 

and mortgage file compliance. 

Phone 

• Over the phone origination via  73 sales 

staff. 

• 2% of Mortgage FUM including supporting 

online applications. 

• Completion of LOCAM course. 

• Completion of mandatory compliance training 

• QA program, call monitoring, HLIG checks, 

sales compliance reports and mortgage file 

compliance. 

Mobile Lending 

• 155 sold franchises. 

• 456 lenders. 

• Territories cover over 90% of Australian 

population. 

• 12% of Mortgage FUM. 

• Credit assessment decisions performed by 

ANZ. 

• Selection involves several stages: business planning, 

interviews with Franchise Acquisition Manager and 

Regional Manager, panel interview. 

• Candidates undergo policy, credit and police checks. 

• Franchise entity is authorised under ANZ’s Australian 

Credit Licence as a credit representative. 

• Completion of  LOCAM course. 

• Completion of mandatory compliance training. 

• Random checks of lending application quality 

including HLIG checks. 

• Monthly franchise visitations by Regional 

Managers. 

• Annual compliance checks (insurance, Financial 

Ombudsman Service, etc). 

• Bi-monthly franchisee state meetings. 

Broker 

• 44 Aggregator Companies and    > 16,400 

accredited Brokers. 

• 51% of Mortgage FUM. 

• Credit assessment decisions performed by 

ANZ. 

• Home and personal lending. 

• All mortgage brokers in Australia must be registered 

with ASIC under the National Consumer Credit 

licensing regime. 

• Highly encouraged to be members of MFAA or 

FBAA, with Certificate IV accreditation and minimum 

CPD requirements. 

• Bi-annual review of the ASIC credit licence 

against is broker database.  

• Brokers are suspended temporarily or 

terminated permanently on advice from internal 

and external sources. 

Introducer 

• 1200 active mortgage introducers. 

• ANZ accreditation required. 

• 16% of Branch sales written through this 

channel. 

• All referrals are 1 way, credit assessment 

decisions performed by ANZ and 

documentation held as part of ANZ’s 

lending file. 

• All introducers must be registered with an ABN.  

• Accreditation requirements ensure only aligned 

(accountants, real estate agents, conveyancers, 

solicitors etc.) industries are on boarded. 

• ANZ requires all business introducers in Australia to 

be registered with ASIC under the National 

Consumer Credit licensing regime. 

• Introducers are not required to hold an Australian 

Credit License as they operate as mere referrers.  

• Each introducer has an accredited lender assigned 

as Relationship Owner. 

• Annual Business Reviews ensure the introducer 

continues to meet the criteria of the proposition 

and that there is sufficient activity. 

• Introducer referred deals are monitored for 

arrears on an as needs basis. 



AUSTRALIA HOME LOANS  
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SERVICEABILITY 

MATERIAL POLICY CHANGES 

 

1.  2015 to 2018 changes to lending standards and underwriting   2. Customers have the ability to assess  their capacity to borrow on ANZ tools 

 

UNDERWRITING PRACTICES AND POLICY CHANGES1 

 
Multiple checks during origination process 
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Know Your Customer Application 

Income Verification 

Income Shading 

Expense Models 

Interest Rate Buffer 

Repayment Sensitisation 

Serviceability 

LVR Policy 

LMI Policy 

Valuations Policy 

Collateral / 

Valuations 

Credit History 

Bureau Checks 

Credit 

Assessment 

Documentation 

Security 
Fulfilment 

Income & Expenses 
Pre – 

application2 

• End-to-end home lending responsibility managed within ANZ 

• Effective hardship & collections processes 

• Full recourse lending 

• ANZ assessment process across all channels 

• Interest rate floor applied to new and existing mortgage lending 

introduced at the higher of 7.25% or the customer rate + 2.25% 

• Introduction of an income adjusted living expense floor (HEM) 

• Introduction of a 20% haircut for overtime and commission income 

• Increased income discount factor for residential rental income from 

20% to 25% 

• Introduction of a housing expense floor for renters/boarders 

• LVR cap reduced to 90% for investment loans 

• LVR cap reduced to 70% in high risk mining towns 

• LVR cap reduced to 80% for all Interest Only loans  

• LVR cap of 80% for loans secured by apartments in inner city 

Brisbane and Perth postcodes  

• Decreased maximum interest only term to 5 years for all loans 

• Withdrawal of lending to non-residents 

• Limited acceptance of foreign income to demonstrate serviceability 

and tightened controls on verification 

• Tightening of acceptances for guarantees 

• All Interest Only loan renewals require full credit assessment 

 



HOME LOANS COLLECTIONS OPERATING 

MODEL 
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OUR COLLECTIONS PHILOSOPY 

 “Proactively manage collections activity and engage with our customers in an effort to assist them through periods of financial difficulty. 

ANZ’s hardship objective is to identify sustainable solutions with respect to primary home ownership when a natural cure is not feasible.”  

  

• ANZ’s Retail Collections function manages accounts through the delinquency life cycle, working collaboratively with Credit Risk 

and Products Management teams to deliver the best outcome for the Customer and for ANZ. 

• The Collections function for the Australian Retail portfolio spans across multiple geographies, with teams in Melbourne AU, 

Wellington NZ and Manila PH, as well as support from third party providers. 

Customer 
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Non-Routine 

Collections 
Early Stage 
(1-59 DPD) 
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• Combined Dialler & 

Case Managed 

Collections 

• Files referred to 

external solicitors 

when resolution not 

obtained (time of 

activity dependent on 

Customer Risk profile) 

 

• 90+ days past due 

• Manages relationships 

with panel solicitors 

• Litigation through to 

Mortgagee in 

Possession 

• Manages Mortgagee in 

Possession process 

• Borrower sales 

process to assist 

customers selling 

property 

• Assess customers for 

financial hardship 

assistance 

• Assistance is tailored 

to an individual 

customers 

circumstances and 

financial situation 

• Assistance may 

include payment 

arrangements, loan 

modifications or 

restructures 

• Inbound contact centre 

• Outbound contact 

including Dialler, SMS, 

Letters & IVR 

• Case managed  

• Complex Accounts 

including Bankrupt, 

Deceased, High Value 

loans 

• Partial Discharges 

• Fraud accounts 



Assumptions Current Year 1 Year 2 Year 3 

Unemployment 

rate 
5.5% 9.0% 10.5% 11.5% 

Cash Rate 1.5% 0.25% 0.25% 0.25% 

Real GDP year 

ended growth 
2.4 -3.8% -2.4% 4.7% 

Cumulative 

reduction in house 

prices 

- -26.8% -38.3% -32.7% 

Portfolio size1 

(A$b) 
298 297 290 281 

Outcomes Base Year 1 Year 2 Year 3 

Net Losses (A$m) - 158 724 749 

Net losses (bps) - 5 25 27 

 ANZ conducts regular stress tests of its loan portfolios to 

meet risk management objectives and satisfy regulatory 

requirements. 

 Stress tests are highly assumption-driven; results will 

depend on economic assumptions, on modelling 

assumptions, and on assumptions about actions taken in 

response to the economic scenario. 

 This illustrative recession scenario assumes significant 

reductions in consumer spending and business investment, 

which lead to eight consecutive quarters of negative GDP 

growth. This results in a significant increase in 

unemployment and material nationwide falls in property 

prices. 

 Estimated portfolio losses under these stressed conditions 

are manageable and within the Group’s capital base, with 

cumulative total losses at A$1.6b over three years (net of 

LMI recoveries). 

 The results are not materially different from the stress test 

six months ago. 

AUSTRALIA HOME LOANS  
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1. Exposure at default 

STRESS TESTING THE AUSTRALIAN MORTGAGE PORTFOLIO 



AUSTRALIAN MORTGAGES: 
KEY FEATURES 



THE AUSTRALIAN MORTGAGE MARKET  
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AUSTRALIAN MORTGAGE MARKET 

CHARACTERISTICS 

ANZ INDIVIDUAL PROVISION LOSS ARTES VS. 

MORTGAGE LOSS RATES (%)5 

1. Interest rate floor the higher of 7.25% or the customer rate + 2.25% is used in assessment.  Note the buffer moved from 2.75% to 2.25% in 04Apr2016  2. Unweighted. Excludes non 
performing loans. Inclusive of capitalised premiums. Valuations updated Mar’18 where applicable.  3. Originated in the respective half. Unweighted. Includes capitalised premiums  4. Except for 
medico and staff where LVR <=90 are not required to have mortgage insurance       5. Half-year to date annualised 
 

VERY LOW LOSSES THROUGH THE CYCLE  

Full Recourse  

 All mortgage lending is full recourse 

 Investment loans are also secured by 

mortgage over primary residence 

Variable rate  

 Most mortgage lending is in variable rate 

format (typically > 80%)  

 Primary assessment on cashflow with interest 

rate buffer applied1 

Low  

LVRs  

 Average dynamic LVR2 is 51% (~68% for 

1H18 origination LVR3) 

 Loans with LVR > 80% require mortgage 

insurance4 

 No sub prime market 

Limited  

tax advantages 

for owner  

occupied loans 

 Results in high prepayment levels  

 Consequently mortgage debt as proportion of 

housing stock is low 

Originate  

to hold model 

 Mortgages retained on balance sheet 

 Last Securitisation prior to Kingfisher Trust 

2016-1 by ANZ was in 2004 
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KEY CONTACTS 

Scott Gifford 
Head of Debt Investor Relations 

+61 3 8655 5683  

+61 434 076 876 

scott.gifford@anz.com 

  

John Needham 
Head of Capital and Secured Funding 

+61 2 8037 0670  

+61 411 149 158 

John.Needham@anz.com 
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Mostyn Kau 

Head of Global Funding 

+61 8655 3860  

+61 478 406 607 

Mostyn.kau@anz.com 

 

Deniz Ulutas 

Senior Manager, Structured Funding 

+61 2 8037 0627  

+61 422 111 320 

Deniz.Ulutas@anz.com 

 

Australia and New Zealand Banking Group Limited 

Level 9, 833 Collins Street 

Docklands VIC 3008 

Australia 

For further information, on ANZ’s Residential Covered Bond programme, please 

visit our website: www.debtinvestors.anz.com 
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