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Research Update:

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

Overview

e W have affirned the ratings on ANZ Bank New Zeal and Ltd. as the bank
remai ns core to the global ANZ group. The stable rating outl ook reflects
that on its parent, Australia and New Zeal and Banking Group Ltd

* This is despite our opinion that New Zeal and's econonic vul nerabilities,
including a materi al dependence on external borrow ngs, persistent
current account deficits and strong recent growh in house prices could
escalate. In our view, this increases the risk of a deterioration in New
Zeal and 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 Zeal and Ltd. (ANZNZ). The
outl ook on ANZNZ renai ns stable.

Rationale

A potential change in the econonic risks for New Zeal and woul d have no i npact
on the issuer credit rating of ANZNZ. W are of the view ANZNZ remains core to
the group and that the stable outl ook on ANZNZ ratings reflects that on its
parent, Australia and New Zeal and Banki ng Group Ltd.(ANZ); the ratings are
therefore Iikely to remain equalized with the parent's. ANZNZ's stand-al one
credit profile (SACP) could be | owered one notch due to an increase in
econom c risks in New Zeal and, reflected in a |owering of the anchor SACP for
a bank operating within New Zeal and to 'bbb' from'bbb+' . This anchor SACP
forns the starting point of ANZNZ's SACP

We consider that New Zeal and's economic vul nerabilities have hei ght ened
because of the country's material dependence on external borrow ngs and
persistent current account deficits, against the backdrop of an uncertain
short-to-nediumtermoutl ook for the gl obal econonmic recovery. Furthernore, we
note the recent strong growh 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 macroecononi c factors. For exanple, should there be a further

wi dening in the country's current account deficit, or a weakening in ternms of
trade, this could raise the risk of a sharp depreciation in currency that nay
af fect confidence in the housing narket, particularly if acconpanied by a
significant rise in unenploynment. If these were to occur, banks' credit |osses
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could rise materially, given that there was a build-up in housing prices and
donestic credit over in the period preceding the global financial crisis. W
consi der that such a scenario would have a high i npact on the banki ng sector
and financial strength of the bal ance sheets of New Zeal and banks. W note
that the Reserve Bank of New Zeal and's planned initiatives to manage banki ng
systemc risks could mtigate sone of these vulnerabilities.

Outlook

The stable outl ook reflects our opinion that:

* ANZNZ will continue to remain core to parent bank ANZ

e The parent bank's (ANZ's) credit standing (AA-/Stable/A-1+) will remain
unchanged;

* ANZNZ's stand-al one credit profile factors, including our outl ook for
capital and other financial risk factors, remain supportive of the
current rating despite our views concerning increasing economnic risks
i mpacting the New Zeal and banki ng sect or

As a core subsidiary of ANZ, we expect that our issuer credit rating on ANZNZ
will nove in tandemwi th ANZ should our issuer credit rating on ANZ change
Currently, we neither expect upward or downward novements to our ratings on
ANZ over the next one-to-two years. W currently believe that there are
[imted prospects for our rating on parent bank ANZ being raised in the
short-to-nediumtern our current view on balance is that risks to the rating
are on the downsi de.

Qur ' AA-' issuer credit rating on ANZNZ could be | owered if our view noderates
concerning ANZNZ's core status with in the ANZ group. Qur current view,
however, is that this is unlikely to occur

Qur ' 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
toits parent. In our view, a downward revision of ANZNZ's SACP coul d occur
due to the increase in econonic risks in New Zeal and resulting in a | owering
of the anchor SACP for a bank operating within New Zeal and to ' bbb' from
"bbb+'. We could also | ower our SACP if our view of capital were to weaken
outside our current 7% 10% range for 'adequate'. Further, our SACP coul d be
lowered if our view of funding or liquidity weakens conpared to donestic
peers, or potentially if the peer group as a whole deteriorates, or if ANZNZ' s
ri sk position or earnings deteriorated significantly or unexpectedly.

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

Related Criteria And Research

e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011
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e Group Rating Methodol ogy, May 7, 2013

e Banking Industry Country Ri sk Assessnent Methodol ogy And Assunpti ons,
Nov. 9, 2011

 Bank Hybrid Capital Methodol ogy And Assunptions, Nov. 1, 2011

* Insurers: Rating Methodol ogy, May 7, 2013

e Enterprise Ri sk Managenent, May 7, 2013

* Managenent And CGovernance Credit Factors For Corporate Entities And
I nsurers, Nov. 13, 2012

 Met hodol ogy For Assessing Capital Charges For Commercial Mortgage Loans
Held By U.S. Insurance Conpanies, May 31, 2012

 Refined Methodol ogy And Assunptions For Anal yzing |nsurer Capital
Adequacy Usi ng The Ri sk-Based | nsurance Capital Model, June 7, 2012

e Use O CreditWatch And Qutl ooks, Sept. 14, 2009

* S&P To Publish Econonic And Industry Risk Trends For Banks, March 12,
2013

 Basel IIl Hybrid Capital Instrunents: Australian Banks Are Canaries In
The Coal mi ne, Sept. 3, 2012

e Australian Banking Qutlook: WII 2013 Bring Brickbats Or Bouquets?, Feb.
27, 2013

e« New Zeal and Banki ng Qutl ook: Significant R sk Remains O A Sharp
Correction In Property Prices, Feb. 27, 2013

Ratings List

Rati ngs Affirmed

ANZ Bank New Zeal and Ltd.

Counterparty Credit Rating AA-/ St abl e/ A- 1+
Certificate Of Deposit
For ei gn Currency AA-

ANZ Bank New Zeal and Ltd.

Seni or Unsecur ed AA-
Juni or Subordi nat ed BBB+
Certificate O Deposit A-1+
Certificate Of Deposit AA-

ANZ New Zeal and (Int'l) Ltd.
Seni or Unsecur ed AA-

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at ww. spcapitalig.com All ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.

Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services
I'i cence nunber 337565 under the Corporations Act 2001. Standard & Poor's
credit ratings and rel ated research are not intended for and nust not be
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distributed to any person in Australia other than a whol esale client (as
defined in Chapter 7 of the Corporations Act).
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