Australia and New Zealand Banking Group Limited

AN SANZ ANC ANZ ONZ ANT ANCS NS OANC OANCOXIANZ ANZ SXZI ONC XN CXZI ANZ ANZ ANZ ANZ ANTZ ANZ
 AXZ ANZ ~N= ANZ ANZ ANZ AXZ ANZ ANZ 5INZ 5N ANI ANZ AXZ SNZ SN C.NZ ANZ ANZ ANZ ANZ ANZ ANZ
AXT AN ANZ AN ANT ANT ANI ANCZ NZT AXZ AN ANZ ANZ ANZ X ONT CXZ ANIZ ANZ ANZ ANZ ANZ ANZ
AN AN AN AN AN AN AN SN AN N AN AN AN SN NS XN NI ANZ ANZ ANZ ANMZ ANZ ANZ
X AN AN ANT AN AXZ AN AXZT ANZ ANCT AXZ ANT ANZ RXZ SNZ= SXT NI ANZ ANZ ANZ ANZ ANZI ANZ
' ANZ ANZ ANIT ANT AN AXZ AN AXT ANT ANT SXT ANI AXZT AXZ OXNI SXT ANZ CNZ ANTZ ANZ ANZ ANZ ANZ
N AN AN AN ANCT ANT AN AN XS SXCT AT NC NS NSNS CXI AN NZANZAMZI ANZ ANZ ANZ
" ANZ ANZ ANZ ANZ ANZ 7 XZ AN AXZ ANS AN XC AN ANZ ANZ SN SANZ AN- ANZ ANZ ANZ ANZ ANZ ANZ
' ANZ AN= AN= AX= N AXNZ ANT ANZ ANZ S XTONCZT ANT AN JXNC ANZ C.NZ AN ANZ ANZ ANZ ANZ ANZ ANZ
AXZ ANZ ANZ “NZ X X AXS ANZ M= SXZ SXZ AN AXZ AX= " NZ ".NZ °X= ANZ ANZ ANZ ANI ANZ ANZ
ANZ ANZ ANZ ANZ AXZ AXZ ANZ SXZ SXZT SNT 5AXT 2N AXZ /XZ ’\NZ AN ANZ ANI ANZ ANZ ANZ ANZ ANZ
' ANZ ANZ ANZ ANZ AANZ ANZ NI NI NI SNZ NI NI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
 ANZ ANZ ANZ ANZ ANZ ANZ NI AN NT XCT SXZ AN ANI NI UONZ ANZ ANZI ANZ ANZ ANZIZ ANI ANZI ANZ
. ANI ANZ AXI ANZ ANZ AXZ AXZ ANZ XC S NXZ ANZ ANZ /.XZ ~XZ ANT ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
 ANZ ANZ ANI ANZ ANI ANZ ANZ ANZ NZ " XZ NZ ANI °.NZ °NZ ANI ANT ANZ ANZ ANZ ANZ ANZ ANZ ANZ
 ANZ ANZ ANI ANZ ANI ANI ANZ ANZ NI NZ ANZ ANZ /ANZ ANZ ANZI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
 ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ 5N ANZ ANZ ANZ /\XZ ANZ AXZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
AN ANZ ANZ AN Z AN I NZ ANZ ANZT AN C ANZT ANZ ANZ " N ANZ AN ANZ ANZT ANZ ANZ ANZ ANZ ANZ ANZ
. ANZ ANZI ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ 7 XZ ANZ ANZ ANZ ANZ ANIZ ANZ ANZ ANZ ANZ ANZ
, ANZ ANZ ANI ANZ ANI ANZ ANZ ANZ ANZ ©.NZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
, ANZI ANZI ANI ANI ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ U NZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
' ANZ ANZI ANZI ANZ ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ S NZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
' ANZ ANI ANI ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ AANZ ANZ 2ANZ ANT ANZI ANZ ANZ ANZ ANZ ANZ ANZ
' ANZ ANI ANZ ANZ /ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANI ANZ ANZ /.NZ ANZ ANZT ANZ ANZ ANZ ANZ
 AN= ANZI ANI ANI ANZ ANZ ANZ ANZI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ NI ANZ ANZ ANZ ANZ ANZ
' ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ AXZ NI ANZ ANZ /XZ ANZ ANZ ANZ ANZ ANZ
 ANZ ~NI ANI ANI ANZ ANZ ANZ ANZ ANZI ANZ ANZ ANZ ANZ ANZ ANZ ANZI ANZ ANZ ANZ ANZ ANZ ANZ ANZ
 ANZ ANZ ANI ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANRI A ~NZI ANZ ANZ ANZI ANZ ANZ
 ANZ ANZ ANI ANI ANT ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ AXNZ ANZ ANI ANZ ANZ ANZ ANZ ANZ ANZ
ANZ ANI ANI ANZ AN ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ NI ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ
 ANZ 5SNI ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANT °NZ NI ANZ ANZ ANI ANZ ANZ ANZ ANZ
 ANZ ANI ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANT NT NI ANZ ANI NZ ANZ ANZ ANZ ANZ
ANZ AXZ ANI ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZI AXZ NI NI NI ANI ANZ ANZ ANZ ANZ ANZ
ANZ ANZ NI ANZ ANZ ANZ ANZ ANZ ANZI ANZ ANZ ANTI ANZ AXI NI NI ANI ANZI ANZ ANZ ANZ ANZ ANZ
 ANZ AN AXZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ AN= °NZ Z ANI ANZ ANZ ANZ AN— ANTI ANI
 ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANI ANZ ANZ ANZ ANZ ANZ ANZ
 ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ
 ANZ ANZ ANZ ANI ANZI ANZ ANZ ANZ ANZ ANZ ANZ ANZI ANI ANZ ANI ANI ANZ °XZ ANZ ANZI ANT ANZ ANZ
 ANZ ANZ ANZ ANZI ANI ANZ ANZ ANZI ANZI ANZ ANI ANZ ANZ ANZ ANZ ANZ ANZ AXI ANZ ANZ NI ANZ ANZ
 ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ ANZ




¢ Lompany




"1 'he Year in Briet

sm- Operating Income and Expenses
A satisfying result for the Group with earnings significantly ahead of ™

costs, demonstrating potential for further performance improvements —
in future years. 1000

230

Consolidated operating profit before tax and abnormal items .
increased by 40 per cent to $813.7 million. Operating profit e
after tax increased by 22 per cent to $385.2 million.

1000
About 45 per cent of earnings generated from fee and other i
income, placing less reliance on interest based income which P W s e
. B Totl ruting ncome ¢ Extraording e
nevertheless increased by 21 per cent net over last year. ® T Nowlotos Expener

a Eacludes abiormal ceodii of £310m pension fusd seqple
by Excludes abnormual debin of $158m prowisien fos doubeiul debas

Group assets increased by 15.3 per cent to $65.3 billion of

which 43 per cent arc OUtSIdC Australia. #m Provisions for Doubtful Debts 8 Million
fihl -

"T'he charge for provisions for bad and doubtful debts, including
an abnormal charge, was $332 million. Cover for rescheduled
country debr stands at 31 per cent on a future tax benefit basis. 40

500

General

Insurance subsidiary Greater Pacific Life increased new
premium income by 240 per cent in its first full year as a 200-
member of ANZ Group.

Introduction of a new corporate logo as a common marketing 0
symbol throughout all units and countries in the Group.

[CLE LR V&S [EL1Y [[TH

Staff profit sharing scheme distribution up $8.0 million to $21.7
million.

Formation of McCaughan Dyson Capel-Cure as the first global
stockbroking house based in Australia, following McCaughan
Dyson becoming a wholly-owned subsidiary on 1 July 1987.

Divestment of ANZ ownership in Metropolitan Life Assurance
Company of New Zealand Limited and ANZ Finance Limited
(United Kingdom).

Operations of ANZ Capital Markets and ANZ Merchant Bank
unified with the latter becoming responsible for merchant
banking operations worldwide.

A major branch modernisation programme commenced in India
including progressive computerisation of branches.

Establishment of an offshore holding company, ANZ
International Limited, in Singapore.

Grindlays (Pakistan) became the first foreign institution to float
an Islamic Modaraba investment fund. It was more than 12
times over subscribed.
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‘nancial Summary

Financial Highlights

%
1987 1986 Movement

For the vears ended 30 September

F000)

Group gross income less interest paid J.265.044 ? 443,426 +33.6

Group operating profit 385,153 315,422 +22.1

Group profit after extraordinary items 399,003 164,762 142.2
1ds 145.371% 133,088 +9.2

Number of nmes dividend covered by

profits 2.65 2.37

Rerurn on average sharcholders’ funds 13.1% 13.1%

Per share

Dividend declared rate 21.0¢e 20.6¢¢

Earnings on fully-paid capiral ar end

ol year 55.0¢ 51.2¢#

Net assets per fully-paid share at end

of year 54.48 £4.05

At vear end (5'000)

Paid-up capital 700,437 449 830

Shareholders’ funds
Total assets
Rano of sharcholders” funds, including

'1i'|':-|.'i[\ intereses, oo ital assers

miilion

Inclides 516.2

ledin

* Group Operating Profit of $385 million,

» Group Assets increase by 15.3% ro $65.3 hillion.

!

Paid Up Capital increases by 55

= Total Shareholders’ Funds mcrease by 14.9%

» Offshore Operations contribute 34

% (includes 1 for 2 bonus).

3. 135,640
65.310.023

2,731,082

56,630,603

:'-!.U;'-!IH'H :‘-__""h:;

y y ’ ;
ares isstied snsivad af cash 4

pRald

of rotal profit

» All Business segments achieve profit increases

» Income Growth exceeds increase in expenscs,

« New Zealand Group result includes 1009 of profit following acquisition of 25%

nmInorines

* Dividend Pavment based on final dividend of 11 cents per share to be $145.4 million

#133.1 million in 1986

luding $16.2 million dividend equivalent of bonus shares issued, compared with

Group Operating Profit
g i Income Tax Expense S Million
Lty

Sik
S0
Ciroup Operating Profie afver Tax
e Y] —— F
g Income Tax Expense ®
201 = =
1
0

=+ Total Asscts 8A Million
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Sources of Operating Prohit
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Chairman's Report

Exc hange rates atw hich overseas .II:'\.'.‘E‘I['\

were converted to SA had lictle impact on
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fit lift of 21 per cent. In New Zealand,
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Management Performance

T'he dyvnamics of the Group's

orgamisational structure which was put in

place i 1986 are a factor in these

improved profit performances. With over



50 business units now accountable for
their businesses and structured to be more
customer responsive, we are beginning to
see very positive results How to our
bottom line.

Anather factor that has contributed to our
results is the Group's diverse business
interests and worldwide nerwork.
Coupled with the organisational structure,
these have “added value™ to the Group as
a whole with units and nerwork points
interacting to enhance services provided
to customers and our business
relationships in general.

One important feature of our results is the
strong growth of earnings recorded this
year. Perusal of our profit and loss account
will show that earnings are growing faster
than costs. Excluding abnormal items, our
total earnings increased by 20.9 per cent,
well above the 14.9 per cent increase in
total costs (including bad debts).

Some 45 per cent of our global eamnings
was generated from fee and other income,
making us less reliant on interest rate
margins and reflecting the changing
deregulared financial environment in
which we are now well positioned with our
organisational structure and diverse
financial business interests.

Dividends

Directors have recommended a fully
franked final dividend of 11 cents per
share. With the interim dividend of 10
cents paid on 29 June 1987, towal dividend
for the year will be 21 cents (1986 20.6
cents equivalent) on the one for two
bonus increased capital.

Directors expect that dividends in the
coming year will be fully franked,

Dividend payout for the year as
recommended is $129.2 million,
representing 33.5 per cent of Group
operating profit (1986 42.2 per cent).
In addition, shareholders elected to take
&16.2 million of the June 1987 dividend
in the form of bonus shares instead of
cash dividend.

Group Assets

Toral assets of the Group increased by
15.3 per cent ($8.7 billion) to $65.3
billion as at 30 September 1987.

The Group has 43 per cent of its assets
outside Australia.

Our policy in the past vear, and in the
immediare future, is to manage our assets
more effectively rather than to increase
them substantially, We believe this is
prudent in view of the state of the world
CCONomic Cnvironment,

Taxation

Income tax expense, excluding rax
relating to abnormal items, increased this
year by 73.8 per cent to $427.4 million
{1986 £245.9 million). This steep
increase reflects many factors including
the accounting treatment for our doubrful
debr general provision charge, higher
corporate taxes payable in Australia and
New Zealand and a full vear charge for
fringe benefits tax in Australia and

New Zealand. It also reflects the phasing
out of investment allowances and a lower
proportion of rebateable dividends
included in the result.

For these reasons, comparison of the tax
expense and profit before rax between
periods leads to distortions.
Provisions for Debt

The ongoing process of risk assessment in
the Group, which was strengthened two
years ago, gives Directors confidence in
the quality of our assets. This vear the
general provision not tax effecred stands
at 3487 .4 million, an increase of 66 per
<ent over last year. This provides the
Group with entirely adequarte protection
at a time of uncertainty in both the global
and domestic economies.

ANZ Holdings Group (UK} provided
£33.6 million (GBP 14.7 million) for debrt
provision compared with $78.5 million
(GBP 34.2 million) in 1986.

For the Group as a whole the toral charge
to profits in 1987 for doubtful debrs,
excluding abnormal items mentioned
below, was 8174.0 million, down $22.6
million on the previous year.,

All exposures to major customers have
been reviewed in the light of recent
events in the stock markets of the world
and Directors are confident that no major
CONCErns exist.

Exposure to Debt
Rescheduling Countries

We have stated on many occasions that
over 90 per cent of our total exposure to
debrt rescheduling countries relates to
lending to governments, banks and
Government entities, and no individual
country exposure exceeds one per cent of
Ciroup assers,

"This position remains unchanged, but
with increasing uncertaintes regarding
the ability of countries subject to debt
rescheduling to permit cross border debr
servicing payments, the Group has
made a substantial addirion to its cross-
horder provisions.

In line with the trend among international
banks, the Group has increased its level of
cross-border provisions, bringing total
provisions against exposure to borrowers
in 22 debr rescheduling countries to 31
per cent of relevant outstandings on a
future tax benefit basis.

To establish an appropriate provision
level, each country has been considered
individually and a percentage provision
rate applied having regard to the
provisioning guidelines recently issued by
the Bank of England.

Directors are satisfied that the subsrantial
provisions which have been made are fully
adequate in current circumstances.

By geographic region, the Group's
exposure to borrowers in rescheduling
countries subject to provisions is:
South and Central
America

Eastern European Bloc
Africa and Middle East
Asia

A$1,214 million
AS 126 million
A$ 117 million
A% 61 million

A$1,518 mallion

9



Chairmans Report

Debts to Troubled Countries
as % of Sharcholders Funds® -
200
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* Ukt ey vary btwoem burika.
= Cosnpariuons have bees peepared by averaging
ara fow eading 1S s 1K hanks.
Aggregate provisions as % of
Debts to Troubled Countries® -
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= lefnmion may vary between banks.
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dasa for beading 'S wnd UK busia.

Debts to Troubled Countries
as % of Group Assets®

ANZ US Banks# UK Banks =
* [hefinitson iy vary berween bamios

# Comparsons have been propared by averagng
ciata for leading 'S and UK banks.

The amounts quoted are A conversions
of predominartely US$ denominated
exposures and represent 2.3 per cent of
total Group assets at 30 September 1987
(3.0 per centin 1986).

The Group position compares favourably
with that of leading banks in the Umited
Kingdom and Unired States of Ameriea
for which the rario of relevant exposure to
total asscts generally ranges between 3.0
and 10.0 per cent,

Abnormal Items

During the year 99.1 per cent of members
of the Group’s main defined benefit
pension fund in Australia took advantage
of an option to transfer to a new
accumulation fund.

In terms of the rules of the defined benefir
fund any surplus in the old fund is to be
repaid to the Bank, the amount of surplus
being determined by acruarial assessment
As a result the surplus taken to profit as
an abnormal item was $158 million after
tax ($310 million before rax).

This abnormal surplus has been rorally
offser by an abnormal charge against
provision for bad and doubrtful debts. "The
amount was so treared in addition ro the
$174 million charged t prohts
imentioned above),

Establishment of Offshore
Holding Company

In recognition of our significant offshore
investment and presence in the global
markets, a new subsidiary has been
established in Singapore.

Following approval by the Monetary
Authority of Singapore, ANZ
[nternational Limited will be the holding
company for the Group’s wholly-owned
offshore subsidianes. le wall also act as
operational headguarters for certain
funcrions relating to the Group’s
worldwide interests and activities,

This move reinforces our commitment
to remain Australia’s internarional bank.
At the same nme we are comnutted

to continue to be an Australian-

based enterprise.

Acquisitions and Divestments
During the vear, the Group acquired
100 per cent ownership of Melbourne

based investment brokers McCaughan
Dyson & Co. Although contriburing only
three months to the ':i-l'::||l'r"-3 results as a
wholly-owned subsidiary, the potential for
significant contributions in future vears is
already evident.

In New Zealand, the Bank's 50 per cent
shareholding in Metropolitan Life
Assurance Company of New Zealand
Limired was sold. Similarly, in the United
Kingdom, ANZ Finance Limited was
sold. Both of these divestments were
made as part of an on-going strategy of
concentrating the Group's resources and
sharcholders” funds on core and

network businesses.

Staff

The significant contribution of staff to our
results cannot be overstated. Their
dedication and commitment are reflected
in our very pleasing performance, as is
their ability to respond to challenging,
changing and complex competitive
ENVIronments.

Directors have agreed to recognise therr
effores with an allocarion of $21.7 million
pre-tax to eligible staff under the Bank’s
profit sharing scheme. This is an increase
of 8.0 million over last year's allocation.

International Board of Advice
Last vear [ announced the formation of an
International Board of Advice wath the
names of inaugural members who provide
advice on business and economic
conditions and opportunities for business
development in their respective countries,
Since then, the Board of Advice has mert in
Melbourne and London and this initiative
is proving most effective.

Two additional members were appointed
during the year: Mr Keizo Saji, Chairman
of the Board of Suntory Limited (Japan)
and Sir John Bremridge, Director of John
Swire and Sons Limited (United
Kingdom) and former Financial Secretary
of the Colony of Hong Kong.

Tragically, the first Chairman of the
International Board of Advice, Sir James
MeNeill, AC, CBE died in March 1957,
Sir James was a Director of ANZ Group
from 1982 until he retired in July 1986.



Het was a source of inspiration and wisdom
for the Group and his significant
contribution will long be recognised.

He is sadly missed by his colleagues in

the Group.

Board Changes

Mr A, 1. O. Ritchie retired from the ANZ
Group Board on 30 November 1987,

Mr Ritchie was also Chairman of ANZ
Holdings (UK} ple and Director of
Grindlays Bank ple. Mr Ritchie lent to
ANZ his vast experience of banking and
business in the United Kingdom and
Europe at a time when ANZ's operations
in that part of the world have been
expanding and diversifying. On behalf of
all shareholders [ extend our warmest
appreciation for his contribution and our
good wishes during his retirement.

Outlook

The worldwide collapse of stock market
prices in October 1987 added a new
clement of uncertainty to the business
outlook. At this stage it is impossible to
predict with any certainty just what the
consequences will be, but it is possible
that the general business environment -
both domestic and international - has
deteriorated.

Although it is by no means inevitable thar
the world economy will suffer from
outright recession as a result of the sharp
decline in asset values, some slowing in
the global growth rate may oceur. This
would result in increased difficulties for
many primary producing countries as
demand for their exports slacken, and for
manufacturing and financial sectors in
advanced industrial countries.

Such difficulties could be offser
temporarily by somewhat lower interest
rates, but this might not be sufficient to
prevent a deterioration in the credit-
worthiness of many borrowers, both
sovereign governments and corporate
enuties.

The fundamentals of the world economy
have been in poor shape for some time,
the main problem being the massive trade
imbalances berween the major countries.
Strong international co-operation is now
needed, especially fiscal restraint in the
US matched by fiscal expansion in Japan
and West Germany, and a more open
trading approach penerally.

The Year Ahead for ANZ

Activity in ANZ's major areas of operation
is likely o be somewhar reduced.
Demand for funds is now likely to be
lower but, in the weaker environment,
broad-based rises in interest rates appear
unlikely.

It is always difficult to predict future profit
performance. However, the Group is
demonstrating an ability to increase gross
revenue ar a rate in excess of our costs,
and we are also becoming less dependent
on interest margins, Our diverse revenue
streams and business within the broad
finaneial markets are also an asset.

In a dynamic enterprise such as ANZ, the
process of change never really ceases and
it can be said with conviction that in
recent years we have achieved a major
readjustment and redirection of the
Group. We now face the uncertainties of
the furure with that task successfully
completed, with a stable and highly-
maotivated management team under firm
leadership and with a strong business
base,

Most business units both domestic and
offshore have forecast improved returns
in 1987/88, and the Dircetors therefore
have a degree of confidence that results
in the eurrent year will again show
acceptable growth.

Chairman
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OPERATING
ENVIRONMENT
International

Against a background of disappointingly
slow growth in the world economy,
continuing political and trade tensions
berween the major industrial countries
and renewed servicing difficulties in many
lesser developed countries (LIXCs), the
international banking environment
remained challenging in 1987

In the early part of the year there was
considerable anxiery that the lack of
economic policy co-ordination berween
the major industrial countries could lead
to a fall-off in economic activity. Although
a slowdown was avoided, the pace of
expansion remained subdued and the
world economy fragile.

During 1987, many primary producing
countries benefirted from some recovery
in commodity prices. Although this and
lower interest rates helped to ease the
debt-servicing problems of a number of
heavily-indebted LLICs, the downrturm in
world financial markets and its
consequences now has to be faced.

There has been mounting evidence
recently that a number of LDC
governments are becoming increasingly
reluctant to persist with the domestic
austerity programmes which they
adopred in their attemprs to meet debt-
servicing obligations.

This weakening of political resolve has
added a new element of uncertainty to the
LDC debt situation, and intensifies the
pressure to find practical and equitable
solutions.

The international banking community has
continued to collaborate with debtor
governments and with official financing
agencies to find ways of casing the debt
situation while preserving the integricy of
the international financial system.

Regretably, however, there has been no
significant progress towards an overall
solution of the debt problem. Clearly, this
can only be confidently addressed when
the major developed countries recognise
the self-defeating nature of trading block
barriers to fairer and freer rade
throughout the world,

In recognition of the on-going nature of
the debt problem, many major
international banks, including ANZ, have
recently set aside sharply increased
provisions against their LDC debr.
Co-ordination of central bank supervisory
pracuices has continued to make headway,
building on the capital-adequacy
agreement berween the US Federal
Reserve System and the Bank of England.
This will strengthen the balance sheets of
banks and reinforce the stability of the
international financial system.

Broad international uniformity of bank
capital gearing will also produce a “level
playing ficld™ on which all international
banks can compete fairly,

Although the major industrial countries
have failed sadly to achieve an adequate
degree of co-ordination in many economic
policy arcas, they have continued
collaborate in seeking more stability in
exchange rates. Their February 1987
agreement was initially greeted with some
scepticism by financial markers, burt it
does appear to have produced a lower
degree of volatility in the major exchange
rate relationships than might otherwise
have been the case.

Nevertheless, exchange rate instabilicy
reflects. to a substantial degree, more
general economic policy failure.
Establishing steadier exchange rate
conditions therefore fundamentally reses
on policy developments in other areas.

Australia

The Australian economy recovered
modestly in 1987 from its 1986 recession.
Growth was focused on export and
import-replacement industries, with
domestic spending remaining weak,
Foreign indebredness and its servicing
continued to grow faster than the
underlying economy, leaving Australia
vulnerable to any slowing in world trade.

The manufacturing sector recovered from
4 low base and gains were made against
imported supplies. The rural sector
improved slightly, led by a recovery in
world wool and mear prices.

A further reduction in real wages, only
partly offset by cuts in personal tax rates,
meant weak consumer spending which
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depressed retail sales and motor vehicle
purchases. Business investment rose a
little, though from relatively low levels.
Within this total, spending on buildings
and structures continued to rise strongly
but, disappointingly. investment in plant
and equipment fell for the second
SUCCESSIVE yedr,

A pleasing feature was a decline in
inflation over the course of 1987 as the lift
given to import prices by earlier
depreciation of the Australian currency
eased. However, growth in labour costs,
while steadying at around 7 per cent, has
nevertheless put a floor under Australia’s
inflation rate double that overseas.

Financial intermediation, although
expanding more slowly than in 1986, still
rose strongly by past standards as the
cffects of deregulation and financial
innovation continued to boost acoivity.
Owver the year to August, total credit
extended by all financial intermediaries
grew by 17 per cent, down from 23 per
cent in the previous year, Banks
contnued to gain market share.
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International

Network

Merchant & Investment
Banking

Co-ordination of the Group’s merchant
banking operations was strengthened
during the year. The operations of ANZ
Capirtal Markers Corporation (ANZCAP)
in Melbourne and ANZ Merchant Bank
Limited in London were umified, with
ANZ Merchant Bank becoming
responsible for merchant banking

operations worldwide
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STAFF

At 30 Seprember 1987, Group staff
worldwide totalled 41,187, an increase of
5.55 per cent. Within Australia, including
all subsidiaries, staff totalled 26,146
(24,355 in 1986). Expansion of our
business, particularly in the non-banking
arena, and focus on relationship activities
involving higher skill levels has created
the need for more staff, yielding an
increased fee income for the Group.
Notwithstanding this, we expect the
changes taking place in the organisation of
Branch and Retail Banking in Australia

to reverse the emplovment growth trend
in the short term,

As part of the final phase of integrating
the Grindlays London business and
infrastructure into the Group, an
organisation structure has been
implemented which is compatible with
the Group's business objectives and
strategies, recognises London’s status as a
regional centre with many administrative
functions driven from Melbourne, and
eliminates duplication of functions.

The restructure has resulted in
rationalisation of the number of staff in
London. A reduction in the manning level
equivalent to approximately 20 per cent
of employees is being achieved through
natural wastage and a voluntary
redundancy/early retirement programme
which will extend into 1988,

Award Restructure — Australia

ANZ became the first major Australian
bank to complere negotiations for a new
award structure with the Australian Bank
Emplovees’ Union. For the first ume
under the Bank Officers” Award, the
age/years of service clerical scale and the
classification of managers and accountants
according to staff numbers, will be
replaced by a grading system based on job
evaluation, complemented by rewards

for performance.

Employee Participation —
Australia

The Group continues to support and
encourage employee participation which
operates successfully through its staff
committees in Australia. During the vear
staff committees were involved
extensively in consideration of a number
of major issues, including the staff

superannuation scheme and the new staff
incentive package,

Effective Management

The Group's Affirmatve Action and
Equal Employment Opportunity
programmes were combined into an
Australia-wide personnel policy under the
heading of Effective Management, The
Group aims to provide an environment
where all staff if they wish can reach their
potential and achieve promotion based
on merit.

Superannuation

During the past vear a new superannuation
scheme for Bank staff in Australia was
established after consultation with elected
staff committees.

The new “accumulation-type " scheme
was introduced in April 1987 and replaced
the defined benefit scheme which had
been in force since 1972, Ninety-nine per
cent of the members of the old scheme
decided to transfer to the new scheme.
Half of the trustees will be elected by the
staff. Reviews of superannuation
arrangements in other parts of the world
take place on an ongoing basis to satisfy
changing local requirements.

Staff share purchases
Amendments to the rules of the
Employee and Senior Officers’ share
purchase schemes, which were agreed to
at the Extraordinary General Meeting of
shareholders on 26 May 1987, were
implemented in May. They succeeded in
significantly increasing employee
ownership.

During the vear a further 4,581,186
shares were purchased under the
Employee Share Purchase Scheme.
Ninety-three per cent of this total was
attributed to the August/September issue
when eligibility was extended to include
staff not previously embraced by the
scheme. At present, 26.6 per cent of staff
in Australia, New Zealand and the United
Kingdom are shareholders under this
scheme.

In addition 1,462,000 partly paid shares
and 1,280,500 fully paid shares were
issued under the Senior Officers’ share
purchase scheme.

Staff incentive schemes

A total of $22.3 million before tax is being
paid to staff as incentive payments. The

pavments are made under several new
schemes introduced during the year to
replace profit participation, They are a
broad-based profit share scheme and key
contributor programme available to all
staff below senior level, together with a
separate scheme for senior officers.
Chief Executive's
Representatives

During the year senior officers in certain
cities and countries were appointed to
represent the Chief Executive on
occasions when he is unable to be present.
The representatives act as the focal point
for the Group's interface with its various
publics.

Senior management changes
The Group's organisational structure,
established in 1986, has been refined
during the year. The process of
organisation development is ongoing. Our
structure must be Kept in tune with our
strategic needs and marker place
demands. Details of Senior Management
are shown on page 4.

The Group acknowledges the valuable
contribution and dedication of Mr Reg C.
Tuxford who retired during the vear as
General Manager, Branch Banking, New
South Wales, after 45 years service. We
wish him and all other staff who have
retired best wishes for the future and our
thanks for their respective contributions
during their careers.

Other senior officers to leave the Group
during the vear were Mr A. Dayal,
General Manager, Banking, UK Sector,
Mr L. A. Pollard, Managing Director,
Development Finance Corpaoration Lrd.
and the Hon D. C. Poole, Managing
Director, ANZ Merchant Bank Limited.
All made commendable contributions to
the Group and our good wishes go with
them in their new careers.

/

W. ]. Bailey
Chief Executive
Group Managing Director

i
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Principal Establishments

Australia and New
Zealand Banking Group
Limited

*35 Collins Street, Melbourne
Victoria

Australia 3000

Telex: 39920

(Note: Principal Share Register)

Australia

Victoria

287 Collins St., Melbourne 3000
Telex: 39920

New South Wales

*20) Martn Place, Sydney 2000
Telex: 29800

Queensland

*324 Queen St., Brisbane 4000
Telex; 40333
South Australia

*13 Grenfell St., Adelaide 5000
Telex: 82100

Western Australia

*84 St George's Terrace, Perth 6000

Telex: 92011

Tasmuania

86 Collins St,, Hobart 7000
Telex: 58100

Share Register: *40 Elizabeth St.,
Hobare 7000

Australian Capital Territory
*(City Walk and Ainslie Avenue,
Canberra 2600
Northern Territory
43 Smith Sr., Darwin 5790
Telex: 85054
* Offices ar which share

register maintained

Major Subsidiaries

Australian Fixed Trusts Limited,
14 O’'Connell St., Sydney 2000
Telex: 20135

ANZ Capital Markets
Corporation

Limited (ANZCAP),

15th Floaor,

360 Collins St., Melbourne 3000
Telex: 32330

ANZ Executors & Trustee
Company Limited,

94 Queen St., Melbourne 3000
Telex: 34436

Development Finance
Corporation Limited,

16 O'Connell St., Sydney 2000
Telex: 24602

Esanda Finance Corporation
Limited,

55 Collins St., Melbourne 3000
Telex: 39920

Grearer Pacific Life Assurance
Company Limited,

22 Sir John Young Crescent,
Woolloomooloo 2011

McCaughan Dyson Capel-Cure
Limited,

4th floor, 360 Collins St.,
Melbourne 3000

Telex: 33228

Associated Companies
Daiwa ANZ International
Limited (50%),

31st Level, Nauru House,

80 Collins St., Melbourne 3000
Telex: 152198

New Zealand

ANZ Banking

Group (New Zealand) Limited,
*215-229 Lambton Quay,
Wellington

Telex: 3385

Major Subsidiaries

UDC Group Holdings Limited,
104 The Terrace, Wellington
Telex: 3898

ANZ Capital Markets
Corporation (NZ) Limited,
Tower 1, Level 8,

The Shortland Cenrre,

51-53 Shortland Street,
Wellington

Telex: 63548

United Kingdom
Australia and New Zealand
Banking Group Limited,
Grindlays Bank p.l.c.,
Minerva House,

PO Box 7,

Montague Close,

L.ondon SE19DH

Telex: 8812741-4 ANZBKA G
*6 Greencoart Place, London
SWI1P IPL

55 Gracechurch Srreet,
London EC3V OBN
Telex: 8812741-4 ANZBKA G



Major Subsidiaries
Grindlays Bank p.l.c.,
Private Bank,

13 St. James's Square,
London SW1Y 4LF
Telex: 885043-6

ANZ Merchant Bank Limired,

65 Holborn Viaduert,

London EC1A 2ZEU

Telex: 888981/9419031 ANZMB G

Capel-Cure Myers,

65 Holborn Viaduct,

London EC1A ZEU

Telex: 886653/9419251 PROCUR G

Brandrts Timber Group
Limited,

PO Box No. 63,

10 Charterhouse Square,
London ECIP 1AS
Telex: 28458

Channel Islands

Australia and New Zealand

Banking Group (Channel

Islands) Limited,

St Julian’s Court, St Julian's Avenue,
St Peter Port, Guernsey

Telex: 419 1663

Grindlays Bank (Jersey) Limited,
PO Box 80,

West House, West's Centre,
Peter Street, St. Helier

Telex: 4192062 GRNDLY G

ANZ Group World Wide Distribution
{at 30 September 1987)

Represenration Personnel
Australia 1,270 26,146
New Zealand 218 4,418
South Asia 71 5,159
Middle East 42 551
Africa 21 1,007
Continental Europe 19 784
Pacific Islands 19 480
Pacific Basin & South East Asia 10 326
Americas 6 285
Papua New Guinea 8 315
United Kingdom 6 1,716
Totals 1,690 41,187

Continental Europe
France

Grindlays Bank S.A.,

96 av. Raymond Poincare,
75116 Paris

Telex: 614193 GRIRP

Federal Republic of
Germany

Australia and New Zealand
Banking Group Limited,
Mainzer Landstr. 46,

6000 Frankfurt-am-Main 17
Telex: 4185126 ANZBD

Greece

Grindlays Bank p.l.c.,
PO Box 30391,
GR-10671 Athens

Telex: 214651 GRIN GR

Italy

Australia and New Zealand
Banking Group Limited,
Via F. Turarti 25,

20121 Milan

Telex: 332102

Monaco

Grindlays Bank S.A.,

24, Avenue de Fontvielle, Monaco
Telex: 479419 MC GRINMO
Spain

Australia and New Zealand
Banking Group

Limited/Grindlays Bank p.l.c.,
Alcala 32-4a Planta, 28014 Madnd
Telex: 46363 GRNDE

Switzerland

Grindlays Bank p.l.c.,
Case Postale 875,

7 Quai du Mont Blanc,
CH-1211 Geneva 1
Telex: 22730 GRIN CH

Grindlays Bank p.l.c. Branch/
Ausrralia and New Zealand
Banking Group Limited
Representative Office,
Giesshubelstrasse 45,
Postfach CH-8045 Zurich
Telex: 813571 GBZ

Middle East
Bahrain
Grindlays International Limited
Offshore Banking Unit,

PO Box 20324,

1st Floor,

Manama Centre, Entrance 3,
Manama, Bahrain

Telex: 9254 GILBAHBN

Grindlays Bahrain Bank BSC (c),
PO Box 793,
Manama Centre,

Government Road, Bahrain
Telex: 8335 GRNDLY BN

Iran

Australia and New Zealand
Banking Group Limited/
Grindlays Bank p.l.c.,

3rd Floor,

No. 37 Shahid Sarfaraz Street
{ex-Daryaye Noor Street),
Ostad Morrahari Avenue,
Tehran

Telex: 213948 GRIN IR
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Principal Establishments

Jordan

Grindlays Bank p.le.,
PO Box 9997,
Shmeissani, Amman

Telex: 21980 MNERVA JO

Oman

Grindlays Bank p.l.c.,

PO Box 3550, Ruwi

Telex: 3393/3219 GRNDLY ON
Pakistan

Grindlays Bank p.l.c.,

PO Box 5556, L.I. Chundrigar Road,
Karachi-2

Telex: 2755 GB PK

Qatar

Grindlays Bank p.l.c.,

PO Box 7001, Rayyan Road, Doha
Telex: 4209 GRNDLY DH

United Arab Emirates
Grindlays Bank p.l.c.,

PO Box 4166, Deira, Dubai
Telex: 49265 MINERV EM

Africa

Ghana

Merchant Bank (Ghana) Limited,
PO Box 401, Swanmill,

Kwame Nkrumah Avenue, Accra
Telex: 2191 MERBAN GH

Kenya

Grindlays Bank International
(Kenya) Limited,

PO Box 30113, Kenyatta Avenue,
Nairobi

Telex: 22397 GRINDLAY

Nigeria

Grindlays Merchant Bank of
Nigeria Limirted,

PO Box 54746, IFalomo Tkoyi,
25 Boyle Streer, Lagos
Telex: 23216 GRIMBK NG

Uganda

Grindlays Bank (Uganda) Limited,
PO Box 7131, 45 Kampala Rpad,
Kampala

Telex: 61018 GRINDLAY

Laire

Grindlays Bank (Zaire) s.z.a.r.l.,
Avenue De L.a Mongala No 12,

B PP 16.297, Kinshasa 1

Telex: 21413 BGIZ.R.

Zambia

Grindlays Bank International
(Zambia) Limited,

PO Box 31955, Woodgate House,

Cairo Road, Lusaka
Telex: 42461 GRINDLY ZA

Zimbabwe

Grindlays Bank p.l.c.,

PO Box 300, First Floor,

Ottoman House

59 Samora Machel Avenue, Harare
Telex: 4361/4739 GBLZW

South Asia

India

Regional Directorate,
Grindlays Bank p.Le.,

PO Box 725, 90 Mahatma
Gandhi Road,

Bombay 400 001

Telex: 011-4792 RDSA IN

Eastern India
PO Box 2781, 19 Netaji Subhas Road,
Calcutta 700 001

Telex: 021 7341 GBCL IN

Northern India

PO Box 624,

‘H’ Block, Connaught Circus,
New Delhi 110 001

Telex: 031-66528 GBND IN

Southern India

PO Box 297, 19 Rajaji Salai,
Madras 600 001

Telex: 041-212 GBMS IN

Western India

PO Box 1175, 90 Mahatma
Gandhi Road,

Bombay 400 001

Telex: 011-2240 GBBY IN

Bangladesh

Grindlays Bank p.l.c.,

PO Box 502,

No. 2 Dilkusha Commercial

Area, Dhaka 2

Telex: 64 2841/64 2597 GBLD B]

Sri Lanka

Grindlays Bank p.l.c.,

PO Box 112, 37 York Streer,
Colombo 1

Telex: 21130/21521 GRNDLAY CE

Nepal

Grindlays Bank p.l.c.,

GPO Box 3990, Kathmandu,
Nepal

Telex: 2531 GRNDLY NP

Americas

New York

120 Wall Street. New York,
INY 10005, USA

Telex: 667559



Los Angeles

Suite 3290, 725 South Figueroa St.,
Los Angeles, California 90017, USA
Telex: 4720773

Chicago

Suite 500,

190 South La Salle Street,

Chicago, Illinois 60603, TUSA
Telex: 4330119

Houston

Suite 3750, Gulf Tower,
1301 McKinney Street,
Houston, Texas 77010, USA
Telex: 166229

Bahamas
Grindlays Bank p.l.c.,
PO Box N7788, Nassau

Brazil

Australia and New Zealand Banking
Group Limited/Grindlays Bank p.l.c.,
Av Nilo Pecanha, 50 grupo 810,
20.044 Rio de Janciro - R]

Telex: 2130541

Canada

ANZ Bank Canada,

18th Floor, North Tower,
Royal Bank Plaza,
Toronto, Ontario MJ5 2] 3
Telex: 217530

Pacific Basin and
South East Asia

Hong Kong

27th Floor, One Exchange Square,
8 Connaught Place Central,

Hong Kong

Telex: 86019

Indonesia

Australia and New Zealand Banking
Group Limited/Grindlays Bank p.le.,
12 A Floor, Wisma Kosgoro,

Jalan M H Thamrin, 53 Jakarta, 10350
Telex: 61656

Japan

Bth Floor,

Yanmar Tokyo Building,
I-1 Yaesu 2 Chome,
Chuo-ku, Tokyo 104
Telex: 24157

ANZ Merchant Bank Limired,
Room 1109, Shin Yurakucho
Building,

12-1 Yurakucho 1 Chome,
Chivoda-Ku,

Tokvo 100

Telex: 26268

Korea

Suite 936/7, Daewoo Center,
541, 5-ka, Namdaemun-Ro,
Chung-ku, Seoul,

Telex: 27338

Malaysia
Australia and New Zealand
Banking Group

Limited/Grindlays Bank p.l.c..

8th Floor, Bangunan Hongkong Bank,
2, Leboh Ampang,

50100 Kuala Lumpur

Telex: 31054

Peoples Republic of China
Room 1906, Noble Tower,

22 Jianguomenwai Dajie,
Beijing

Telex: 210323

Singapore

10 Collyer Quay,

No 17 02/05 Ocean Building,
Singapore 0104

Telex: 23336

Taiwan

Grindlays Bank p.lLc.
Branch/Australia and New
Zealand Banking Group Limited

Representartive Office,

2nd Floor, Shin Kong Building,
123 Nanking East Road, Section 2,
Taipei

Telex: 11894

Thailand

17th Floor,

Sathorn Thani Building,
Sarhorn Road,

Bangkok 10500

Telex: 21583

Papua New Guinea

Australia and New Zealand
Banking Group (PNG) Limited,
2nd Floor, Defens Haus,

Cnr Champion Parade and
Hunter St.,

Port Moresby

Telex: 1012

RN

A

Pacific Islands

Fiji

4th Floor, Civic House,

Suva, Fiji

Telex: 2194

Solomon Islands

Mendana Avenue, Honiara
Telex: 66321

Vanuatu

ANZ Bank (Vanuaru) Limired,
ANZ House, Kumul Highway,
Paort Vila

Telex: 11012
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Five Year Statistical

Summary

Amounts in § millions

For the vear to 30 September 1983 1954 1955 19806 1987
Crroup gross income: 2979.6 3.2759 53239 6, 707.8 S.083.5+1
Group operating profit 197.9 269.0 3022t 3154 3§85.2
Including
— Auwsrralian Trading Bank 83.3 129.4 134.4¢ 130.0 145.1
— Australian Savings Bank 29.1 38.3 41.3 41.1 43.3
— New Zealand group (excluding minority interests 1983-1986) 25.2 26.0 7. 54.4 85.7
— Izsanda group 32.7 52.3 52.8 50.3 60.7
— ANZ Holdings (UK) group — - 11.7 6.5 (2.6)
— Dlevelopment Finance Corporation — 16.0*% 8.7 5.0 5.0
— Greater Pacific Life — — — 9.0 15.9
Group operating profit and extraordinary items 197.8 122.2 33011 164.8 399.0
Dividends 631 86.2 103.7 133.1 145.4%
Number of times dividend covered by profits 31 3.1 29 2.4 2.6
Return on average sharcholders’ funds 17.5% 17.7% 15.3% 13.1%° 13.1%
Per fully-paid share
Dividends — declared rate 28.0¢ 30.0¢ 3l.0¢ 31oe 21.0¢
Earnings iadjusred for bonus issues) 52.0¢ 53.9¢ 60.0¢ 51.2¢° 55.0
Ner assets R5.70 £5.89 B6.43 $6.08 $4.48
Netassets (adjusted for bonus issues) £3.80 £3.93 $£4.29 $4.05 $4.48
Share issues to shareholders ) —_ 1 for 10 1 for 10 1 for 5 1 for 2

bonus bonus at 375 bonus

1 for 4

at $3.70

Year end
Paid-up capital 209.7 3029 336.0 449.8 700.4
Sharcholders” funds 1,194.9 1,780.9 2,159.5 2,731.1 3.135.6
Total assets 227264 35,854.7 42.782.1 56,6306 65.310.0
Ratio of sharehelders’ funds including minorities to total
assers 5.4% 5.1% 5.2% 5.6%*" 5.9%%
Total deposits 12,4189 19,632.4 23,777.8 31,172 34.191.4
Trading Bank deposits 7.498.2 8,759.5 11,001.7 14,1214 15.094.06
Trading Bank advances, loans erc. 7.282.7 B.485.0 10,903.8 13,938.2 14.9586.7
Ausrralian Savings Bank deposits 3,305.1 37158 3,789.3 4.363.6 5,216.6
Esanda Group total asscts 25585 29410 3,5399 3,987.5 4.212.3
Number of sharcholders 41,551 48,779 51,192 59,518 65,552
Number of employees 25,991 36,789 38,031 39018 41.187
Points of representation 1,439 1,649 1,657 1,657 1.690

* 15 months profir,

t Exrludes abnormal credse stews of 318.0 million consolidated, $10.1 millon Australian Trading Bank and $7.6 niilfion New Zealand group resulting from change

in procvision for doubtfil debts policy.

° Adjusted ro exclude effecr of 30 September 1986 share exchange with New Zealand group minorivies.

# Y manths profit.

** Gearing ratio based on new Reserve Bank of Australia’s capital adequacy guidelines under which general provistons for doubtful debts and revaluarion
amounts for premises are included in shareholders’ funds for gearmg purposes.

1 Includes $16.2 million drcidend equrvalent of bonus shares icsued instead of cash dividend.

T Includes abmormal credit stem of 3310 million pesision fund surplus; Group aperating profit includes fully offsetting doubitful debt provision abnormal debit

em



Notice of Meeting

The annual general meeting will be held in the ANZ Pavilion,
The Theatres, Victorian Arts Centre, St Kilda Road, Melbourne,
at 10.30 am on Monday 18 January 1988. Further information
about the meering is contained in a separate Notice of Meeting
enclosed with this report.

A summary of the Chairman’s address to the annual general
meeting will be published in the Australian Financial Review and
The Australian on 19 January 1988. Copies of the address will be
available from:

Group Community Relations, ANZ Bank, 55 Collins Street,
Melbourne, Victoria 3001

Group Publicity Department, ANZ Bank, Minerva House,
PO Box 7, Montague Close, London SE1 9DH

Branch Banking Services Department, ANZ Bank,
215-229 Lambron Quay, Wellington, New Zealand

Grindlays Bank, 90 Mahatma Gandhi Road, PO Box 725,
Bombay, India

ANZ Bank, 120 Wall Street, New York, NY 1005, United States
of America

Financial Calendar

Results
First half: Announced 18 May 1987
Full year: Announced 16 November 1987
Annual Report: Circulated 15 December 1987
Annual General To be held in Melbourne
Meeting: on 18 January 1988
Dividends
Interim: Announced 18 May 1987

Paid 29 June 1987
Recommended Announced 16 November 1987
Final: To be paid 28 January 1988

Group Headquarters and Registered Office:
55 Collins Street, Melbourne, Victoria, 3000

Telephone: (03) 658 2955

Group Secretary: L. C. Graham
Group Executive, Finance: C. A. Griss
Solicitors: Blake & Riggall

Auditors: Peat Marwick Hungerfords
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