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Research Update:

ANZ Bank New Zealand Ltd. Ratings Affirmed At
'AA-/A-1+'; Outlook Stable

Overview

• We have affirmed the ratings on ANZ Bank New Zealand Ltd. as the bank
remains core to the global ANZ group. The stable rating outlook reflects
that on its parent, Australia and New Zealand Banking Group Ltd.

• This is despite our opinion that New Zealand's economic vulnerabilities,
including a material dependence on external borrowings, persistent
current account deficits and strong recent growth in house prices could
escalate. In our view, this increases the risk of a deterioration in New
Zealand banks' credit quality.

Rating Action

On May 16, 2013, Standard & Poor's Ratings Services said today that it had
affirmed the 'AA-/A-1+' ratings on ANZ Bank New Zealand Ltd. (ANZNZ). The
outlook on ANZNZ remains stable.

Rationale

A potential change in the economic risks for New Zealand would have no impact
on the issuer credit rating of ANZNZ. We are of the view ANZNZ remains core to
the group and that the stable outlook on ANZNZ ratings reflects that on its
parent, Australia and New Zealand Banking Group Ltd.(ANZ); the ratings are
therefore likely to remain equalized with the parent's. ANZNZ's stand-alone
credit profile (SACP) could be lowered one notch due to an increase in
economic risks in New Zealand, reflected in a lowering of the anchor SACP for
a bank operating within New Zealand to 'bbb' from 'bbb+'. This anchor SACP
forms the starting point of ANZNZ's SACP.

We consider that New Zealand's economic vulnerabilities have heightened
because of the country's material dependence on external borrowings and
persistent current account deficits, against the backdrop of an uncertain
short-to-medium term outlook for the global economic recovery. Furthermore, we
note the recent strong growth in house prices (particularly in Auckland).
Consequently, we consider that there is an increasing risk that a sharp
correction in property prices could occur if there is a weakening in the
country's macroeconomic factors. For example, should there be a further
widening in the country's current account deficit, or a weakening in terms of
trade, this could raise the risk of a sharp depreciation in currency that may
affect confidence in the housing market, particularly if accompanied by a
significant rise in unemployment. If these were to occur, banks' credit losses

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MAY 16, 2013   2

1132746 | 300001414



could rise materially, given that there was a build-up in housing prices and
domestic credit over in the period preceding the global financial crisis. We
consider that such a scenario would have a high impact on the banking sector
and financial strength of the balance sheets of New Zealand banks. We note
that the Reserve Bank of New Zealand's planned initiatives to manage banking
systemic risks could mitigate some of these vulnerabilities.

Outlook

The stable outlook reflects our opinion that:

• ANZNZ will continue to remain core to parent bank ANZ;
• The parent bank's (ANZ's) credit standing (AA-/Stable/A-1+) will remain
unchanged;

• ANZNZ's stand-alone credit profile factors, including our outlook for
capital and other financial risk factors, remain supportive of the
current rating despite our views concerning increasing economic risks
impacting the New Zealand banking sector.

As a core subsidiary of ANZ, we expect that our issuer credit rating on ANZNZ
will move in tandem with ANZ should our issuer credit rating on ANZ change.
Currently, we neither expect upward or downward movements to our ratings on
ANZ over the next one-to-two years. We currently believe that there are
limited prospects for our rating on parent bank ANZ being raised in the
short-to-medium term; our current view on balance is that risks to the rating
are on the downside.
Our 'AA-' issuer credit rating on ANZNZ could be lowered if our view moderates
concerning ANZNZ's core status with in the ANZ group. Our current view,
however, is that this is unlikely to occur.

Our 'AA-' issuer credit rating on ANZNZ is unlikely to be revised negatively
even if ANZNZ's SACP deteriorates as long as we continue to view ANZNZ as core
to its parent. In our view, a downward revision of ANZNZ's SACP could occur
due to the increase in economic risks in New Zealand resulting in a lowering
of the anchor SACP for a bank operating within New Zealand to 'bbb' from
'bbb+'. We could also lower our SACP if our view of capital were to weaken
outside our current 7%-10% range for 'adequate'. Further, our SACP could be
lowered if our view of funding or liquidity weakens compared to domestic
peers, or potentially if the peer group as a whole deteriorates, or if ANZNZ's
risk position or earnings deteriorated significantly or unexpectedly.

In our view, an upward revision of ANZNZ's SACP is less-likely, in the short-
to medium-term.

Related Criteria And Research

• Banks: Rating Methodology And Assumptions, Nov. 9, 2011
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• Group Rating Methodology, May 7, 2013
• Banking Industry Country Risk Assessment Methodology And Assumptions,
Nov. 9, 2011

• Bank Hybrid Capital Methodology And Assumptions, Nov. 1, 2011
• Insurers: Rating Methodology, May 7, 2013
• Enterprise Risk Management, May 7, 2013
• Management And Governance Credit Factors For Corporate Entities And
Insurers, Nov. 13, 2012

• Methodology For Assessing Capital Charges For Commercial Mortgage Loans
Held By U.S. Insurance Companies, May 31, 2012

• Refined Methodology And Assumptions For Analyzing Insurer Capital
Adequacy Using The Risk-Based Insurance Capital Model, June 7, 2012

• Use Of CreditWatch And Outlooks, Sept. 14, 2009
• S&P To Publish Economic And Industry Risk Trends For Banks, March 12,
2013

• Basel III Hybrid Capital Instruments: Australian Banks Are Canaries In
The Coalmine, Sept. 3, 2012

• Australian Banking Outlook: Will 2013 Bring Brickbats Or Bouquets?, Feb.
27, 2013

• New Zealand Banking Outlook: Significant Risk Remains Of A Sharp
Correction In Property Prices, Feb. 27, 2013

Ratings List

Ratings Affirmed

ANZ Bank New Zealand Ltd.
Counterparty Credit Rating AA-/Stable/A-1+
Certificate Of Deposit
Foreign Currency AA-

ANZ Bank New Zealand Ltd.
Senior Unsecured AA-
Junior Subordinated BBB+
Certificate Of Deposit A-1+
Certificate Of Deposit AA-

ANZ New Zealand (Int'l) Ltd.
Senior Unsecured AA-

Complete ratings information is available to subscribers of RatingsDirect at
www.globalcreditportal.com and at www.spcapitaliq.com. All ratings affected by
this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column.

Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services
licence number 337565 under the Corporations Act 2001. Standard & Poor's
credit ratings and related research are not intended for and must not be
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distributed to any person in Australia other than a wholesale client (as
defined in Chapter 7 of the Corporations Act).
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S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P

reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,

www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitaliq.com

(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information

about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective

activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established

policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain

regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P

Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any

damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and

not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,

hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to

update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment

and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does

not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be

reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part

thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval

system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be

used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or

agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not

responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for

the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL

EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR

A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING

WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no

event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential

damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by

negligence) in connection with any use of the Content even if advised of the possibility of such damages.
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