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The policy response has been unprecedented

The broad-based nature of the policy response in COVID-19
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The pandemic: a health and economic crisis; not a financial crisis
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The policy response has been crucial: China credit as evidence

90% of outstanding corporate debt in China is issued by SOEs.
But even within the private sector, defaults have remained extremely low.

Some of the weakest companies may already have left the market during the ‘surge’ in defaults
in 2018/20109.

But the policy response has also been robust.
From February, firms were permitted to issue new debt to refinance previous bond issues.
Monetary policy has been eased.

Private sector bond issuance has picked up.

China defaults Bond issuance: private sector
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China: A similar, but earlier, recovery

China’s supply side recovery has been robust, and while the rate of increase is slowing, shows few signs
of flagging.

Monetary policy has begun to tighten, but the pace of tightening is likely to be sporadic and cautious. No
rate hikes are expected.

— Fiscal policy remains quite easy. The IMF projects the augmented general government deficit to have
been 18.2% in 2020. Augmented debt is expected to reach 92 percent of GDP.

* Low income households have been hardest hit.

° There were eight SOE defaults in China in 2020. 90% of outstanding corporate debt in China is issued by
SOEs. More defaults are likely, but the prospect of a rapid shift to differentiated credit pricing is low.
Information access and transparency are the key ingredients.
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https://www.imf.org/en/Publications/CR/Issues/2021/01/06/Peoples-Republic-of-China-2020-Article-IV-Consultation-Press-Release-Staff-Report-and-49992

Macro dynamics remain supportive of asset markets

Liquidity is elevated
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The policy response in the US remains focussed
on actual inflation employment outcomes rather
than forecasts.

Liquidity will fall, but the index will stabilise
close to pre-pandemic peaks. Much of the
decline reflects base effects rather than a
reduction in liquidity.

A simple model - growth tempers modestly,
inflation expectations stabilize below 2%, and
systemic risk declines — suggest ETF allocations
should return to 2019 levels.

In Asia current account balances are improved,
capital flows more permanent, and fx is cheap.

Cyclical ETF allocation further to run
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Asia valuations were a headwind in 2013

USD/Asia deviation (z-score)
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Vaccines: post-COVID normal is within sight

Vaccines imply we can reach herd immunity (1-1/R0).

Vaccines seem to reduce the risk of hospitalisation and death to close to zero.

The vaccines seem to reduce transmission. The Oxford/AstraZeneca vaccine may

reduced the number of positive COVID-19 tests among those vaccinated by 67%.

Hospitalisation may be reduced by 85%+.

Israel: Effectiveness of Pfizer/BioNTech vaccine
compared with unvaccinated native population

Effectiveness 7 days from dose 2

14 days from dose 2

Preventing Sars-CoV-2 infection 91.9%

Preventing disease with fever or

. 96.9%
respiratory symptoms
Prev_enFlng Covid-19 hospital 95.8%
admissions
Preventing serious disease from o
Covid-19 96.4%
Preventing Covid-19 death 94.6%

Source: Arieh Kovler Twitter, Israel Health Ministry data 13/2/21 corrected for age, ANZ Research
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https://www.linkedin.com/posts/ianbremmer_most-important-heck-almost-miraculous-activity-6762454293221031936-kZKu
https://www.ft.com/content/de00fe75-9ba1-4be7-8cf1-6e9fa55f09ce
https://www.nytimes.com/2021/02/22/world/covid-astrazeneca-vaccine.html?smid=tw-share
https://twitter.com/ariehkovler/status/1363171631703687171

Plenty of easing...for a temporary crisis

EU China India Aus Indo
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https://www.piie.com/system/files/documents/pb18-19.pdf

Changed monetary policy frameworks

In August 2020 the US Federal Reserve announced changes to
its policy framework:

Average inflation targeting, rather than 2%

“maximum employment is a broad-based and inclusive
goal”

In November 2020 the RBA summarised its own framework
shifts:

Actual outcomes, rather than forecasts, will be more
important for policy decisions

A shift in the relative weight between jobs and inflation



Global inflation: it's not 2009

®  Post 2009 central banks were primarily focused on upside inflation risks. This crisis most are focused on
structural disinflation forces and a number have revised frameworks to be deliberately slower in hiking.

¢ Commodity price weakness has been short-lived and unemployment has declined quickly.

® Geopolitics is reorienting supply chains. China, the world’s largest trading nation, seeks ‘complete’ economic
self-reliance.

¢ COVID-19 will encourage just-in-case logistics and inventory management, rather than just-in-time.
® Climate change mitigation is becoming more widespread.

® The GFC permanently impaired the money multiplier. COVID-19 doesn’t seem likely to do the same.
®* NZ firms are reporting ‘finding skilled labour’ as their biggest problem.

Key structural drivers of inflation

China composite container freight rates
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https://www.globaltimes.cn/content/1205337.shtml

Policy in the US,
and elsewhere,
looks far too easy
for a crisis which is
in large part
temporary

2021’s taper
tantrum

What then happens to policy settings?
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No consumer hangover at current interest rates
Household interest payments as a share of disposable income
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Geopolitics

From monetary
to fiscal policy

Post
COVID-19




“Humankind has managed
to do the impossible and rein
in famine, plague and war.
Today, more people die from
obesity than from starvation;
more people die from old age
than from infectious diseases;
and more people commit suicide
than are killed in war.”

Homo Deus ° o
O [ ]



https://www.ynharari.com/book/homo-deus/

GDP growth won't solve the equity problem

The widening in inequality in 2020 has been eye-watering. In India less than a third of schoolchildren

are accessing online education. The world’s billionaires saw their wealth increase by a quarter in 2020.
Almost half of Singapore’s migrant workers, or 152,000 people, were infected with the coronavirus in 2020.
The World Bank estimates 100m people may have been pushed into extreme poverty in 2020.

GDP growth helps jobs, but beyond that:

Why will the distribution of income gains improve from the pre-COVID-19 experience? Digital adoption,
robotics, improved white collar mobility all suggest gains may well remain concentrated.

Can reform even materially raise GDP growth in advanced economies? The ECB suggests the benefits of
reform “tended to materialise earlier, but overall to be more limited, in advanced economies than in
emerging markets”.

Inequality raises financial vulnerabilities as those on lower incomes tend to borrow more.
Rapid growth in the income share of the top 10% of earners and prolonged low labour-productivity
growth are in fact robust predictors of financial crises.

Given those on lower incomes tend to spend more, where the growth ends up also matters for, well,
the growth.

Trust in science declines as inequality rises.

Less-standard policies require consideration, including those focussed on reducing the structural sources
of high inequality and jointly considering the distribution of the pie and it’s size.

“Throughout recorded history the most powerful levelling [in inequality] inevitably resulted from the most

powerful shocks...mass mobilisation warfare, transformative revolution, state failure, and lethal pandemics.”

The Great Leveler: violence and the history of inequality



https://www.livemint.com/opinion/columns/covid-19-rewrites-the-inequality-poverty-dynamics-11604285129234.html
https://www.dw.com/en/worlds-billionaires-get-even-richer-during-the-coronavirus-pandemic/a-55182129
https://nl.nytimes.com/f/a/od0yhoSYbVyN3IYtbIJ3zA~~/AAAAAQA~/RgRhvOa5P4RQAWh0dHBzOi8vd3d3Lm55dGltZXMuY29tL2xpdmUvMjAyMC8xMi8xNi93b3JsZC9jb3ZpZC0xOS1jb3JvbmF2aXJ1cy9tb3JlLXRoYW4tMTM3MDAwLXJlY2VpdmVkLXNob3RzLWluLXRoZS1maXJzdC13ZWVrLWluLXRoZS11ay1hbmQtb3RoZXItbmV3cy1mcm9tLWFyb3VuZC10aGUtd29ybGQ_Y2FtcGFpZ25faWQ9MyZlbWM9ZWRpdF9NQkFVX3BfMjAyMDEyMTYmaW5zdGFuY2VfaWQ9MjUxMTYmbmw9bW9ybmluZy1icmllZmluZyZyZWdpX2lkPTgzMDMyMDkwJnNlY3Rpb249dG9wTmV3cyZzZWdtZW50X2lkPTQ3MTMxJnRlPTEmdXNlcl9pZD01ZDExYjQ2N2I2MmFlYjU5MmM2YzRjMmFkMDM0NjU3YVcDbnl0Qgpf2rlh2l9dUWKKUhhyaWNoYXJkLnlldHNlbmdhQGFuei5jb21YBAAAAAA~
https://www.ft.com/content/14331c9a-985e-495f-b411-bebe8945f7da
https://www.ecb.europa.eu/pub/pdf/scpwps/ecb.wp2111.en.pdf?b645012aab66ddfbd5822e19f93aa57e
https://www.nber.org/papers/w26941
https://www.frbsf.org/economic-research/files/wp2017-23.pdf
https://theconversation.com/the-less-equal-we-become-the-less-we-trust-science-and-thats-a-problem-151691
https://www.nber.org/papers/w26940
https://www.theguardian.com/books/2017/mar/29/the-great-leveller-walter-scheidel-review-paul-mason

-~ Climate change: the end of the debate, now for the details

Climate mitigation is prone to tipping points because of the huge concentration in carbon emissions. The G20
economies account for 80% of global emissions, 20 companies account for nearly half, and the richest 1%
account for 15% of global carbon emissions.

Countries equivalent to three-quarters of global GDP now have a firm zero carbon commitment.

All but three of the G20 economies (Argentina, Turkey and South Africa) are represented on the Network of
Central Banks and Supervisors for Greening the Financial System.

The effects are mitigation are likely to fall disproportionately:

The UN Development Program re-cut its GDP per-capita economic rankings with a new “experimental
Planetary pressures-adjustment Human Development Index”. Wealthier countries tend to exert more pressure
on the planet, and a result suffer the sharpest drop in rankings. Luxembourg, Singapore and Australia see the
sharpest ranking falls.

The Grantham Research Institute estimates different economies’ reliance on land-based (ie agricultural)
natural capital. Of the 20 countries studied, Brazil, Indonesia, Argentina, India and Australia show as the most
exposed.

The economics of mitigation have become much more advantageous.

Damage: Many of the economic estimates of pandemics, including from the US Congressional Budget Office
and EU Commission, have proven to be wildly optimistic. One academic study suggested 15 million deaths
might cost 2% of world GDP. In reality worldwide deaths are less than 2 million to this point and the economic
cost for the US may have been 75% of GDP.

The continued fall in the cost of alternative energy has reduced transition costs. For instance, more than half
of the renewable capacity added in 2019 achieved lower power costs than the cheapest new coal plants.

More broadly, the costs of mitigation keep falling. One estimate suggests global net zero by 2050 can be
achieved at a cost of below 0.5% of global GDP. The UK has produced similar estimates (first report of its kind
from a finance ministry).

Neither can we continue to assume standards of living in the future will be materially improved from the past.
Deloitte Access Economics suggests unmitigated climate change will shrink Australia’s GDP by 6% in 2070

ANZS, .


https://www.imf.org/external/np/g20/111920.htm
https://www.cdp.net/en/data
https://www.weforum.org/agenda/2020/09/suvs-planes-carbon-emissions-climate-change-emissions/#:~:text=A%20new%20study%20by%20Oxfam,of%20SUVs%20and%20private%20flights.
https://www.ngfs.net/en/about-us/membership
http://hdr.undp.org/sites/default/files/hdr2020.pdf
https://www.lse.ac.uk/GranthamInstitute/publication/the-sovereign-transition-to-sustainability-understanding-the-dependence-of-sovereign-debt-on-nature/
https://www.ft.com/content/7fb55fa2-4aea-41a0-b4ea-ad1a51cb415f
https://www.brookings.edu/research/the-global-macroeconomic-impacts-of-covid-19-seven-scenarios/
https://www.hks.harvard.edu/centers/mrcbg/programs/growthpolicy/covid-19-pandemic-and-16-trillion-virus-david-cutler-and
https://www.irena.org/publications/2020/Jun/Renewable-Power-Costs-in-2019
https://www.ft.com/content/33bb3714-93cf-4af5-9897-e5bf3b013cb7
https://www.energy-transitions.org/wp-content/uploads/2020/09/Making-Mission-Possible-Executive-Summary-English.pdf
https://www.theccc.org.uk/publication/sixth-carbon-budget/
https://www2.deloitte.com/au/en/pages/economics/articles/new-choice-climate-growth.html

- Climate change: compensation vexation

This makes more urgent the vexing issue of compensation for those worse off.
* There is a compensation issue whether mitigation is pursued or not.

* The economics of mitigation have become much more advantageous.

* Recent mitigation actions may not have even cost economic growth.

* The IMF suggests “climate change mitigation policies have made important contributions...toward low
carbon activities, broadly without harming overall activity”.

* There are also strong arguments that reducing emissions intensity at a company level can generate
bottom line benefits.

The experience with trade liberalisation sends an unmistakable message that support for the agenda will
only be sustained if the losses do not fall disproportionately.

* With trade liberalisation those disadvantaged were often treated as having failed; they failed to adjust.
We didn’t treat it as a question of compensation, but of merit. As Michael J Sandel has put it “those who land
on top come to believe that they deserve their success. And, if opportunities are truly equal, it means that
those who are left behind deserve their fate as well”.

* The market economy allocated resources efficiently when that allocation is determined by industriousness and
entrepreneurship. Luck doesn’t, or shouldn’t, have a role to play. By judging the societies challenged by
climate change as undeserving, we are telling them they are unlucky, and they need to adjust. This risks
repeating of the mistakes of trade liberalisation, it further undermining support for the mitigation actions
themselves.

ANZS, .


https://www.imf.org/en/Publications/WEO/Issues/2020/09/30/world-economic-outlook-october-2020
https://www.bcg.com/en-au/publications/2020/short-term-solution-to-tackle-climate-change
https://www.penguin.com.au/books/the-tyranny-of-merit-9780241407608
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“Is the effect of
monetary policy on the
productive capacity of

the economy long
lived? Yes, in fact we
find such impacts are

significant and last

for over a decade.”

FRB of San Fran,
Working Paper 2020-01

Climate: follow the money

Broad money vs nominal GDP growth 2002-2016
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A fiscal-policy led world is radically different

This shift is not just because conventional monetary ammunition is exhausted in many countries, but also
because the essential tenets of conventional monetary policy are being challenged.

* A fiscal policy dominated world implies easier policy overall because the policy targets and
accountability are more ambiguous.

Monetary policy has increasingly come to work through the financial sector and asset prices first.
* Fiscal policy works more directly, and is hence more powerful.
Fiscal repair, even if it occurs, will take much longer as there is little monetary space to buffer the economy.

* It doesn’t seem likely any significant economies will shift entirely to an MMT-style framework, but
heightened awareness of MMT does seem to be contributing to a more permissive fiscal environment.

Fiscal policy faces a huge operational challenges as a consequence.

° Annual budgets and existing analytical frameworks are not well placed, and planning timelines are often too
long.

* The Sahm rule, for instance, proposes establishing a mechanism to automatically distribute stimulus
payments to individuals when the unemployment rate rises rapidly.

Inequality will naturally garner more attention with the shift in policy leadership.

* Conventional monetary policy uses one instrument as its primary mechanism; distributional choices are
not substantially involved.

* But fiscal policy has no blunt tool. The budget balance is the outcome of a whole range of individual
decisions.


https://equitablegrowth.org/wp-content/uploads/2019/06/Direct-Stimulus-Payments-to-Individuals-%E2%80%93-Sahm.pdf

G-Zero and the economy

G-Zero reflects not just a realignment of economic size among the large economies, but also domestic
developments within many countries:

* slower rates of economic growth,

° inequalities in the distribution of wealth and income,

° social media -- 6 degrees of separation has become 3.57

°* And now less physical interaction; which tends to weaken trust between differing cultures

The social contract has even been further eroded through this COVID-19 crisis.

* The losses from COVID-19 have fallen disproportionately on the young, women, ethnic minorities
and those living in areas with higher air pollution.

* In fact pandemics have a tendency to exacerbate pre-existing inequalities.

G-Zero is not just reflected in relations between the big powers, but in how other countries see their
future.

°* In 2019, Germans were twice as likely to prefer a close partnership with the US (50%) as China
(24%).

* That gap has now evaporated (US 37%, China 36%).

° More importantly, asked for their most important foreign policy partner, Germans are far more
likely to pick France (44%) than the US (10%) or China (6%).

Source: Pew Research and Kérber-Stiftung, ANZ Research rAOio ' A Y &%


https://anzlive.secure.force.com/cms__Main?name=ArticleDetailsEmail&cid=a0F1O00000ccDheUAE
https://bluenotes.anz.com/posts/2020/04/anz-research-covid19-coronavirus-women-gender-equality-frontline?adobe_mc=MCMID%3D33990200434972098564617745216084050953|MCAID%3D2EF43BE90515FB2F-4000098C4A1D92CF|MCORGID%3D67A216D751E567B20A490D4C@AdobeOrg|TS%3D1588893737
https://www.nytimes.com/2020/05/07/world/europe/coronavirus-uk-black-britons.html
https://www.nytimes.com/2020/04/07/climate/air-pollution-coronavirus-covid.html
https://voxeu.org/article/covid-19-will-raise-inequality-if-past-pandemics-are-guide
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Tech: some trends strengthen through a crisis

Market value outstanding by asset benchmark, USDtrn
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ANZ Job Ads have recovered all the COVID-19
plunge

ANZ Job Ads and unemployment
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*Last observation uses previous month's labour force as proxy.
Source: ABS, SEEK, Dept of Education Skills and Employment, Macrobond,
ANZ Research




Note that the shift
from cash to card
inflates y/y growth

All ANZ card data have been de-
identified, de-sensitised and
aggregated before being analysed.
ANZ spending data were not scaled
up to represent total spending, and
only include spending by ANZ
cardholders and transactions for
merchants that use ANZ point-of-
sale terminals. The market share of
ANZ cardholders and ANZ point of
sales terminals differs between
categories and over time. The
changes in spending between
December and February are still a
good proxy of consumer spending,
as changes within these months are
not likely to be very affected by

market share. Source: ANZ Research

Index

ANZ alternative data

ANZ high frequency activity index
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ANZ Stateometer
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ANZ: Capital framework

Current regulatory proposals and recent revised implementation dates!?

Original Revised
Implementation | Implementation
Date Date

RBNZ Capital —_ 2
Framework Finalise 2027 2028
Leverage ratio Finalise 2022 2023
Standardised Approach . . .

to Credit Risk Consultation Consultation / Finalise 2022 2023
Internal Ratings-based . . .

Approach to Credit Risk Consultation Consultation / Finalise 2022 2023
Operational Risk Finalise 2021 2023
Fundamental Review of :

the Trading Book Consultation 2023 2024
Inter_est Rate Risk in the Consultation Consultation / Finalise 2022 2023
Banking Book

Loss Absorbing Capacity _
(LAC)? 2024

Capital Treatment for

Investments in Consultation Consultation / Finalise 2021 Expected 2022
Subsidiaries (Level 1)

Associations with Finalise Transition 2021 2022

Related Entities

1 Timeline is based on APRA’s 2020 Policy and Supervision Priorities (published January 2020) and revised following APRA’s deferral of capital reform
implementation in response to COVID-19 circumstances

2 7 year transition period from 1 July 2021 (subject to change)

3 Only in relation to the 3% of RWA increase in Total Capital requirements announced in July 2019 o

‘N’
Source: ANZ 2020 Full Year Results U&= ¢ 26



ANZ COVID-19 loan deferrals

Australia & NZ home loan and Australia business loan deferrals (JAN-21)

Total loan deferrals?
Account numbers (000s)

96 " "
849 of deferred loans have rolled off, of which:
+ 98% returned to repayment Australian deferrals? -
#
:

1% restructured
1% transferred to hardship

Total loan deferrals

88% of deferred loans have rolled off, of which provided 96k $33b 238k $10b
90% returned to repayment
6% restructured, largely to Interest onl i
Deferrals ° gely Y Active deferrals 15k $6b 2.5k $1b
4% transferred to hardship
completed

92% of deferred loans have rolled off Loans completed deferral 81k $27b  21.3k $9b
86% returned to repayment

13%bo restructured to interest only
1% transferred to hardship

- Returned to repayment 98% 97% 90% 90%
- Restructured 1% 2% 6% 7%

Active
deferrals - Transferred to hardship 1% 1% 4% 3%

Aus Home Loans Aus Business Loans NZ Home Loans

‘Home Loans — Australia’, ‘Home Loans — New Zealand’ and ‘Business Loans — Australia’ Active Deferral numbers exclude accounts due to expire / exit where
customers have already confirmed they will recommence repayment

Source: ANZ 2021 First Quarter Trading Update YAOL T A Y &Y



Australia: home loans

Portfolio overview (unless otherwise stated metrics are based on balances)

Portfolio? Portfolio?

ggc?aftrs?f Home Loan 1,011k 983k 1,008k | 119k3| 170k3 | |Average LVR at Origination”.® 67%  67%  69%
i 8,9,10 0, 0, 0,

Total FUM! $272b  $265b  $275b $40b $61b Average Dynamic LVR (excl. offset) 55% 57% 56%

Average Dynamic LVR (incl. offset)8210 50% 52% 50%
Average Loan Size* $269k  $270k  $273k | $378k | $391k

Market Share (MBS publication)!! 15.5% n/a n/a
% Owner Occupied> 65% 67% 68% 73% 70% o

Market share (MADIS publication)!! n/a 14.3% 14.4%
% Investors 32% 30% 30% 26% 29% | |of Ahead of Repayments!2 72% 76% 72%
% Equity Line of Credit 3% 3% 2% 1% 1% | |Offset Balances?!3 $28b $27b $33b
o, i i .
L/gaP:eylng Variable Rate 84% 84% 78% 78% 70% % First Home Buyer 7% 8% 8%

% Low Doc!4 4% 4% 3%
% Paying Fixed Rate Loan® 16% 16% 22% 22% 30%

Loss Rate!> 0.02% 0.04% 0.03%
% Paying Interest Only 22% 15% 11% 11% 14% ) )

% of Australia Geography Lending6.17 63% 61% 62%
% Broker Originated 52% 52% 53% 53% 57% % of GrOUp Lendingle 45%, 43%, 449,

1. Home Loans portfolio (includes Non Performing Loans, excludes Offset balances) 2. YTD unless noted 3. New accounts includes increases to
existing accounts and split loans (fixed and variable components of the same loan) 4. Average loan size for Flow excludes increases to existing
accounts 5. The current classification of Investor vs Owner Occupier is based on ANZ’s product category, determined at origination as advised by the
customer and the ongoing precision relies primarily on the customer’s obligation to advise ANZ of any change in circumstances. 6. Excludes Equity
Manager Accounts 7. Originated in the respective year 8. Unweighted based on # accounts 9. Includes capitalised LMI premiums 10. Valuations
updated to Aug-20 where available. Includes Non Performing Loans and excludes accounts with a security guarantee and unknown DLVR 11. APRA
Monthly ADI Statistics to Aug-20 - Note APRA changed the underlying market share definition in Jul-19 12. % of Owner Occupied and Investment
Loans that have any amount ahead of repayments. Based on excess repayments based on available Redraw and Offset. Excludes Equity Manager
Accounts. Includes Non Performing Loans 13. Balances of Offset accounts connected to existing Instalment Loans 14. 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 ~0.1% of less than or equal
to 80% LVR mortgages, primarily booked pre-2008 15. Annualised write-off net of recoveries 16. Based on Gross Loans and Advances 17.
Australia Geography includes Australia Division, Wealth Australia and Institutional Australia

Source: ANZ 2020 Full Year Results V' 4 |



Snapshot of FY20 ESG target performance

Our ESG targets support 11 of the 17 United Nations Sustainable Development Goals. This year

we have achieved or made good progress against 79%* of our targets, and not
o Achieved

ESG target
Fair and responsible banking

Customer remediation #customer accounts! remediated in the
last 12 months

Improve reputation & community trust, Reptrack® community
sentiment indicator score (ranking?)

Progress

~1.8m customer accounts remediated
in the last 12 months

Increased to 62.9 (from 58.8 at 30 Sept ‘'19);
ranked 2nd

©

Outcome

achieved 219%%*.

In progress /
9 Not achieved
achieved

Relevant SDGs

Environmental sustainability

Fund and facilitate at least $50b by 2025 in sustainable
solutions3

Reduce scope 1 & 2 emissions by 24% by 2025 & 35% by
20304

Funded & facilitated A$9.08 billion in sustainable
solutions since Oct 2019

Scope 1 & 2 emissions decreased by 36%,
tracking ahead of required reduction to
meet 2025 & 2030 targets

6 Sk 9 v | 10 Kesires
v e %

Financial wellbeing

Help enable social & economic participation of 1 million people
by 2020°

Increasing women in leadership to 33.1%
by 2019 (34.1% by 2020)

Recruiting >1,000 people from under-represented groups by
2020

Reached >1.07m people
Women in Leadership is 33.4%
(from 32.5% at Sept 2019)

Recruited 919 people from under-represented
groups since Oct 2016

Housing

Fund & facilitate $1b of investment by 2023 to deliver ~3,200
more affordable, secure & sustainable homes to buy & rent
(Australia)

NZ$100m of interest free loans to insulate homes for ANZ NZ
mortgage holders # $value of loans provided

Funded & facilitated A$1.02b
in investment since Oct 2018

Provided >NZ$12.6 million in
interest-free loans since Oct 2018

O 9000 © © ©

©

Note: This information has not been independently assured. KPMG will provide assurance over ANZ’s full year performance against targets in its annual ESG
reporting to be released 9 November 2020. Results as at 30 September 2020.
1. Australian Retail and Commercial customers; 2. RepTrak® community sentiment indicator ranking based on the four major Australian banks; 3. Performance
includes initiatives that help improve environmental sustainability, increase access to affordable housing and promote financial wellbeing. This target is new in
2020 and replaces the $15bn sustainable solutions target that we exceeded one year ahead of schedule in 2019 ($19.1bn); 4. Reducing the direct impacts of our
business activities on the environment; 5. Through our initiatives to support financial wellbeing including financial inclusion, employment and community
programs, and targeted banking products and services for small businesses and retail customers

Source: ANZ 2020 Full Year Results

I‘INZ\ & 2



ANZ’s pathway to 2030

Our response to supporting the transition has evolved over time, and to date, we've made strong

progress.

Facilitate gradual & orderly
transition:

Fund & facilitate >$10b by 2020 to
support customers transition to low
carbon economy

Consider financing new coal fired
power plants only if using advanced
technology & higher quality thermal
coal

Not finance any new build of
conventional coal fired power plants

Implement strengthened due
diligence lending processes to coal
mining, transport & power
generation

Support customers’ transition to
low carbon economy:

Provide finance & advisory services,
energy efficiency improvements,
low carbon energy generation,
resilient infrastructure & carbon
abatement

Direct investment through green
bonds that develop low or zero
emissions industries, technologies &
practices

Renewed commitments to
facilitate gradual & orderly
transition:

Fund & facilitate $50b by 2025 to
support customers transition to low
carbon economy

Encourage & support 100 of our
largest emitting customers in the
energy, transport, buildings & food,
beverage & agricultural sectors to
establish or strengthen existing low
carbon transition plans by 2021

Reduce exposure to thermal coal:
Focus on existing customers that
produce higher quality coal, only
lend to new customers where
thermal coal operations are <50%
revenue, installed capacity or
generation

We will not finance any new build of
conventional coal fired power plants

T

New commitments to support
efforts to achieve net zero carbon
by 2050:

» Continue to support diversified
customers, which means we will no
longer bank any new business
customers with material® thermal
coal exposures

+ Engage with existing customers
with >50% thermal coal exposure2
to seek specific, time bound and
public diversification strategies by
2025. If they don't, we will cap
limits and reduce exposure over
time

» Disclose more robust & credible
metrics so the emissions impact of
our financing can be tracked:
beginning with power generation
and commercial property, and
disclosed annually. Targets will be
set by 2021 to reduce financed
emissions for each sector up to
2030

» Only finance the construction of
new large-scale office buildings if
they are highly energy efficient,
and being built to either, at least a
NABERS? 5-star energy rating or 5-

»
»

PR .. B

star Green Star Design rating (or
\ equivalent international rating)

.

Our portfolio and approach
will look like this:

Our power generation direct

lending will be only to gas and
renewables (as we will have exited
all direct lending to coal-fired power
generation and thermal coal mines)

We will have reduced exposures to
customers without a diversification
strategy or specific, time bound,
public transition plans

We have a deeper understanding
of all our customers transition
plans, as climate-risk forms part of
our everyday client engagement

$1b+ of our sustainable finance
fund now supports disaster
resilience

Our own footprint and operations
100% powered by renewable
electricity

More of our commercial building
portfolio is comprised of highly
efficient, low or net zero carbon
buildings

1. More than 10% revenue, installed capacity or generation from thermal coal. 2. We will progressively reduce the 50% threshold so that by 2030 the

requirement for a diversification strategy will apply to mining, transport and power generating customers with more than 25% thermal coal exposures.

3. NABERS (National Australian Built Environment Rating System) is a rating system measuring the environmental performance of Australian y L 4 o
buildings, tenancies and homes, eg energy efficiency, water usage, waste management and indoor environment quality. Source: ANZ 2020 "Nﬁ‘ ' 30
full year results.






Forecasts: GDP

United States 3.1 1.5 3.0 2.2 -3.5 6.0 3.2
Euro area 2.4 0.7 1.8 1.3 -6.8 4.0 4.7
United Kingdom 3.0 1.1 1.3 1.5 -9.9 3.9 5.7
Japan 1.0 0.5 0.3 0.7 -4.8 2.0 1.5
Mainland China 10.0 8.3 6.8 6.1 2.3 8.8 5.5
India* 7.2 7.1 6.1 4.2 -7.0 8.0 6.1
South Korea 5.2 3.2 2.9 2.0 -1.0 3.2 2.8
Taiwan 5.1 2.9 2.8 3.0 3.0 3.8 2.5
Indonesia 2.8 5.5 5.2 5.0 -2.1 4.5 6.0
Thailand 3.9 3.1 4.2 2.4 -6.1 3.0 4.8
Hong Kong 3.9 2.7 2.8 -1.2 -6.1 4.1 3.5
Malayzia 4.3 4.8 4.8 4.3 -5.4 7.6 4.7
Singapore 5.5 4.7 3.4 0.7 -5.4 6.3 5.7
Philippines 4.2 5.7 6.3 6.0 -9.5 B.1 5.6
Vietnam 6.8 6.0 7.1 7.0 2.9 7.7 7.0
Emerging Asia 7.5 6.9 6.0 5.1 0.0 7.7 5.3
Australia 3.5 2.6 2.8 1.9 -2.8 4.1 3.4
Mew Zealand®* 3.5 2.4 3.2 2.3 -2.8 3.5 3.7
World 4.2 3.4 3.5 2.8 -2.7 5.3 3.8

*Fizscal yvears, eg 2019 is year-ending March 2020. New GDP base year i= 2011-12.

**NZ GDP numbers are production based GDP.

*

Source: Bloomberg, IMF, ANZ Research



Forecasts: monetary policy

Current Mar 21 Jun 21 Sep 21 Dec 21 Mar 22 Jun 22 Sep 22 Dec 22

United States’ 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
Euro area -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50 -0.50
Japan -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10
UK 0.10 0.00 0.00 0.00 -0.10 -0.10 -0.10 -0.10 -0.10
Mainland China?® 2.20 2.20 2.20 2.20 2.20 2.20 2.20 2.20 2.20
Australia 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
New Zealand 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
Hong Kong 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
India 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00
Indonesia’ 3.75 3.75 3.50 3.50 3.50 3.50 3.50 3.75 4.00
Malaysia 1.75 1.75 1.75 1.75 1.75 1.75 1.75 2.00 2.00
Philippines® 2.00 1.75 1.75 1.75 1.75 1.75 1.75 1.75 1.75
South Korea 0.50 0.50 0.50 0.50 0.50 0.50 0.75 0.75 1.00
Taiwan 1.125 1.125 1.125 1.125 1.125 1.125 1.125 1.125 1.125
Thailand 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.75
Vietnam 2.50 2.25 2.25 2.25 2.25 2.25 2.25 2.25 2.25

1. For the US, the rate is the ceiling of the Fed Funds’ corridor
2. 7-day reverse repo

3. 7-day reverse repo

4. Overnight reverse repurchase (RRP) facility

*Current as of 16 Feb 2020

Source: Bloomberg, Relevant Central Banks, ANZ Research V' 4 |



Forecasts:

us

Fed funds rate’
2-year
10-year
Europe
Deposit rate
Australia

RBA cash rate

90-day bank bills

3-year bond
10-year bond

3s10s bond curve

(bps)
AU-US 10-year
spread (bps)

New Zealand
NZ OCR
90-day bills
2-year bond
10-year bond

NZ-US 10-year
spread (bps)

1. For the US, the rate is the ceiling of the Fed Funds’ corridor

bond yields

Current Mar 21 Jun 21

0.25
0.11
1.23

-0.50

0.10
0.01
0.11
1.32

121

0.25
0.29
0.23
1.43

20

0.25
0.15
1.00

-0.50

0.10
0.02
0.10
1.00

90

0.25
0.30
0.23
1.25

25

0.25
0.15
1.25

-0.50

0.10
0.02
0.10
1.25

115

0.25
0.30
0.27
1.50

25

Bond yields are on government-issued securities at constant maturity
*Current as of 16 Feb 2020

Source: Bloomberg, ANZ Research

Sep 21 Dec 21 Mar 22 Jun 22 Sep 22 Dec 22
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Forecasts: exchange rates

Current Forecasts Forwards
Mar 21 Jun 21 Sep 21 Dec 21 Mar 22 Jun 22 3-mths 6-mths 12-mths
EUR/USD 1.22 1.22 1.24 1.26 1.28 1.28 1.30 1.22 1.22 1.22
GBP/USD 1.39 1.36 1.38 1.39 1.40 1.42 1.42 1.39 1.39 1.39
UsD/JPY 105 104 103 102 102 102 102 105 105 105
EUR/GBP 0.87 0.90 0.90 0.91 0.91 0.90 0.92 0.87 0.88 0.88
EUR/CHF 1.08 1.09 1.10 1.12 1.14 1.14 1.15 1.08 1.08 1.08
USD/CHF 0.89 0.89 0.89 0.89 0.89 0.89 0.88 0.89 0.88 0.88
AUD/USD 0.78 0.77 0.79 0.80 0.82 0.82 0.82 0.78 0.78 0.78
NzZD/USD 0.73 0.71 0.72 0.73 0.74 0.74 0.74 0.73 0.73 0.73
AUD/NZD 1.07 1.08 1.10 1.10 1.11 1.11 1.11 1.07 1.07 1.07
USD/CNY 6.46 6.45 6.40 6.35 6.30 6.25 6.20 6.50 6.55 6.61
USD/CNH 6.41 6.45 6.40 6.35 6.30 6.25 6.20 6.45 6.50 6.58
USD/IDR 13930 13900 13800 13750 13700 13650 13600 14079 14226 14542
USD/INR 72.77 73.50 73.00 72.50 72.00 72.50 72.75 73.8 74.7 76.5
USD/KRW 1100 1090 1080 1070 1060 1055 1050 1103 1099 1101
USD/MYR 4.03 4.02 3.98 3.94 3.90 3.88 3.85 4.04 4.05 4.07
USD/PHP 48.23 48.30 48.30 48.40 48.50 48.70 48.90 48.2 48.3 48.5
UsSD/SGD 1.323 1.335 1.330 1.325 1.320 1.315 1.310 1.324 1.324 1.324
USD/THB 29.88 30.50 30.60 30.50 30.40 30.30 30.20 30.0 30.0 30.0
USD/TWD 28.18 28.30 28.20 28.10 28.00 27.90 27.80 28.0 28.0 27.9
USD/VND 22996 22950 22900 22850 22800 22780 22760 23056 23217 23183
USD/HKD 7.75 7.75 7.75 7.75 7.75 7.76 7.76 7.75 7.75 7.75

*Current as of 16 Feb 2020

Source: Bloomberg, ANZ Research TN ¢ 5



Forecasts: commodities

Base Metals
Copper
Aluminium

Nicke

Zinc

Lead

Precious Metals
Gold

Silver

Platinum
Palladium
Energy

WTI Crude

Brent Crude
Bulks**

Iron Ore
Premium coking coal

Thermal coal

Quarterly forecasts are end-period prices

*Current as of 16 Feb 2020

** Iron ore is spot price (62% fines) including freight to Qingdao Port, China

** Coking coal is Australian coking coal free on board price. Thermal coal is Newcastle futures contract

Source: ANZ Research

Unit

USD/t
USD/t
USD/t
USD/t
USD/t

USD/oz
USD/oz
USD/oz
USD/oz

USD/bbl
USD/bbl

UsD/t
USD/t
USD/t

Current

8394
2084
18623
2771
2124

1825
28
1287
2407

59
63

160
145
87

Mar 21

8000
2000
18000
2900
2000

1950
26.0
1000
2200

53
55

160
115
80

Jun 21

7500
1875
17600
2950
1950

2100
26.3
975

2150

56
58

130
120
78

Sep 21

8500
1900
18150
2900
2000

2000
25.0
1020
2000

58
60

115
130
77

Dec 21

8500
1900
18150
2900
2000

1900
23.8
1050
1950

61
63

100
140
75

Mar 22

8500
1900
18150
2900
2000

1850
23.1
1150
1850

63
65

85
145
70

Jun 22

8500
1900
18150
2900
2000

1800
22.5
1150
1800

58
60

80
150
70

2020

6180
1680
13550
2220
1810

1748
19.5
851

2194

38
41

111
142
69

2021f

8030
1920
17390
2830
1980

1988
25.4
1001
2110

55
58

132
124
77

2022f

8670
2030
18950
2880
2000

1735
21.7
1140
1815

60
62

81
147
70



Important notice
[1 February 2021]

This document is intended for ANZ’s Institutional, Markets and Private Banking clients. It should not be forwarded, copied or distributed. The information in this
document is general in nature, and does not constitute personal financial product advice or take into account your objectives, financial situation or needs. This
document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and observe all relevant restrictions. Disclaimer for all
jurisdictions: This document is prepared by Australia and New Zealand Banking Group Limited (ABN11 005 357 522) (ANZ), a company incorporated in Australia. It is distributed in your
country/region by ANZ or (if stated below) its subsidiary or branch (each, an Affiliate). This document is distributed on the basis that it is only for the information of the specified recipient
or permitted user of the relevant website (recipients).

This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by ANZ to sell, or buy, receive or provide any product or
service, or to participate in a particular trading strategy.

Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for distribution or use by recipients resident or located
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