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Summary

The Australian banking system remains sound and well capitalised It is one of the
few debt markets in the world still functioning well and soundly.

Despite the RBA cash rate reduction, it is now apparent that the cost of borrowing
money anywhere in the world has become a lot more expensive.

Over the last few months the average cost to funding has increased around 30-40
basis points, which has not been factored into pricing.

This current increase in our funding costs since September has come from a
widening in the spread banks are now paying for short term funding over the RBA
cash rates.

In addition to the short-end cost of funds increased impact on our total cost of funds
(30-40 basis points), the international credit crunch has made it more difficult and
expensive for Australian banks to borrow money internationally for medium term/long
term funding.

Furthermore, this has pushed up demand for domestic deposits and wholesale
funding and this has forced banks to pay much more for deposits further increasing
the total cost of funds which is likely to be around 50 basis points over the next
12 months time.
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Typical Bank Funding Composition

Funds
Shareholder Short Term Medium/Long
Money Borrowing Borrowing Deposits
~10% ~20% ~20% ~50%

To August 2008 T T T T T T

September 2008 T T T l l l T T

October 2008 T T T T T T T T T




Cash / Bills Spreads is a key driver

of banks short term funding costs
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Standard Variable Mortgage Rate vs Funding Costs vs Cash Rate
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Banking Funding Costs vs Cash Rate forecast* over the next 12 months
may rise from 0.70% premium to 1.06% premium.
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Despite August short term relief due to short term rates, long term rates
are averaging up
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The increases in wholesale costs are made worse with increased cost of
deposits
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Real Estate Investments and Superannuation Tax Advantaged
versus Deposits
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Standard Financial Assets of Households

Appendix
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Disclaimer

This document is a presentation of general background information about the Group’s activities current at
the date of the presentation, 21 August 2008. It is information in a summary form and does not purport to
be complete. It is not intended to be relied upon as advice to investors or potential investors and does not
take into account the investment objectives, financial situation or needs of any particular investor. These
should be considered, with or without professional advice, when deciding if an investment is appropriate.

This announcement contains certain "forward-looking statements". The words "anticipate”, "believe",
"expect", "project”, "forecast”, "estimate”, "likely", "intend", "should", "could", "may", "target”, "plan" and
other similar expressions are intended to identify forward-looking statements. Indications of, and guidance
on, future earnings and financial position and performance are also forward-looking statements. Such
forward-looking statements are not guarantees of future performance and involve known and unknown
risks, uncertainties and other factors, many of which are beyond the control of the Group, that may cause
actual results to differ materially from those expressed or implied in such statements. There can be no

assurance that actual outcomes will not differ materially from these statements.




