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Outline of presentation

What ever happened to banking?

How do we get long term growth in NZ?

- Where does property fit: for a bank and in the economy?

The world has changed!
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The Global Financial Crisis
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" ‘THOUGHT WE WERE JUST BUYING A HOUSE!”

Source: S5t Louis Tribune-Dispatch, 8 August 2007
better off

bdnz



GFC - Lessons

Risks can materialise very rapidly and substantially

Risks need to be clearly identified and well understood

Agency risk has been more pervasive than may have appeared

The importance of good governance cannot be understated

Source: John Laker, Chairman APRA, 19 August 2009
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A sound Australasian banking system

System-wide capital adequacy ratios
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Big numbers!

INCREMENTAL FINANCIAL SYSTEM SUPPORT, BY FEDERAL AGENCY

SINCE 2007 ($ TRILLIONS) T
Maximum Total Potential
Current Balance as of Support
Balance 6/30/2009 Related to Crisis
Federal Reserve S1.4 $3.1 $6.8
FDIC 0.3 0.3 2.3
Treasury — TARP (including
Federal Reserve, FDIC 0.6 0.6 3.0
components)
Treasury — Non-TARP 0.3 0.3 4.4
Other: FHFA, NCUA, GNMA, FHA, VA 0.3 0.3 7+
Total $3.0 $4.7 [ $23.7

Source: Special Inspector General, Troubled Asset Relief Program, Quarterly Report to Congress, July 21, 2009
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But NZ has a flaw, its Balance Sheet..... The world is our bank and we
have a $130bn overdraft

NZ Inc.’s Balance Sheet:
(Registered banking sector)

1990 2000 2008

Lending $65bn  $160bn $330bn
NZ Funding

- households S25bn $40bn  $S90bn

- other sources S30bn  S55bn  $110bn
Funding Gap ($10bn) ($65bn) ($130bn)
Offshore S10bn  S$65bn  $130bn

Source: RBNZ Financial Stability Report May 2009; figures rounded)

\\\///
- Offshore funding was not a problem while unconstrained
& cheap funding was available

- ...but are offshore investors willing (or able) to continue
funding the $130bn?

- What is the price?
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Creating a stronger New Zealand

 Increase savings

- SME growth
Leadership
Financial strength
Planning

Innovation

Strong banks - including relationships with customer & community
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BNZ. ends
resented
overdraft
penalties

Fees more trouble than
they’re worth, says bank
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by Marka Siade vhatever we do.”
The bdk Australia 1 ent NAR

e Bank of New Zealand plans todrop fls0 announced yesterday that it w
ighly un nally fees for Jdiobping the feeq anlM Tloblll:l/
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The New Zealand Herald (30 July 2009)

Wednesday, 4 November

www.closedforgood.org
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Commercial Property - Some thoughts

- Major sector in NZ...must be well structured
- Acknowledge the constraints ... savings, capital, risk and return

What we are looking for
« Sound long term business models
« Alongterm view
Equity
Cashflow vs capital gain

«  What we will offer
“Listen, engage and deliver”
Innovation
Direct, upfront conversations
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In conclusion...

- The World has changed...for good

- Banks require sound, long term practices...we have this

« New Zealand must address constraints...savings and SME are key

- Commercial property is vital, and needs a focus on quality and cashflow
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Important Notice

The recommendations, opinions, conclusions, forecasts, statements and other information contained in this
document (“Information™) have been prepared by Bank of New Zealand (“BNZ”) in good faith based on
information perceived by BNZ as being reliable and accurate. However, the Information has been prepared for
general information and discussion purposes only, and none of BNZ or any of its directors, officers, employees,
agents, advisers or contractors (each a “Relevant Person™) gives any representation or warranty, express or
implied, that any of the Information is accurate, reliable, complete or current, and no Relevant Person
undertakes to update the Information. Any statements as to past performance do not represent future
performance and no statements as to future matters are guaranteed to be accurate or reliable.

The Information does not contain all of the information that is required to evaluate, and does not constitute any
advice, recommendation, opinion, guidance, offer, inducement or solicitation with respect to, the purchase or
sale of any securities or the engaging or refraining to engage in any other transaction. The Information shall
not, and is not intended to, be used as a basis for entering into any transaction. No Relevant Person provides
any legal, tax, accounting, financial or other advice in respect of the Information. Anyone proposing to rely on
or use the Information should obtain independent and specific advice, including legal, tax, accounting and
financial advice, from appropriate professionals or experts, and should independently investigate and verify,
and reach their own conclusions in respect of, the Information.

The Information (or any part of it) must not be used for any purpose other than for general information and
discussion purposes and must not be reproduced or altered. The Information (or any part of it) must not be
provided to any person other than the recipient thereof, except with the prior written consent of BNZ.

To the maximum extent permissible by law, each Relevant Person disclaims all liability for any errors,
omissions, defects or misrepresentations in the Information or for any loss, damage, cost or liability whatsoever
suffered or incurred by any person directly or indirectly resulting from the Information or any omission
(including by reasons of fault, negligence, negligent misstatement or otherwise).
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