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Westpac delivers 16% cash earnings growth

Westpac Banking Corporation today announced an operating profit after tax of $1,081 miflion for the half vear
ended March 2003. Cash gamings atiributable to ordinary shareholders were $1,095 miflion, up 10% on the
corresponding period in 2002,

Cash earnings per share were also up 10% to 60.3 cents per share. On a cash basis, the return on equity was
stable at 21%. Economic profit, which is a measure of the eamings generated in excess of the cost of capital,
was also up 10% to $658 million.

The interim dividend has been increased 12% to 38 cents per ordinary share, with the payout ratio rising to 83%
of cash eamings.

The strong earnings growth has been achieved at the same time as Westpac has invested for the future and
without the benefit of AGC earnings that were included in the 2002 first half resulis. Excluding the impact of all
acguisitions and divestments, the ongoing businesses grew net profit by 20% and cash earnings by 19% on the
first half of 2002,

Sofid earnings contributions were made across all major business units:

« Australian Business and Consumer Banking delivered a 13% Iift in cash earnings driven by efficiency
improvements, combined with core business growth; particularly home loan cutstandings {up 18%). business
lending {up 10%) and retail deposits {up 20%}.

« Institutional Banking earnings were up 84% with the turnaround underpinned by good growth in customer
business, improved financial markets performance and reduced bad debts;

« New Zealand Business and Consumer Banking earnings were up 46%, benefiting from momentum
particularly in mortgage sales in the Auckland area and business banking growth; and

« BT Financial Group earnings were up 10%, with the integration of the three businesses progressing ahead of
expectations. The core business is still performing well despite very difficuit market conditions.

The expense to income ratio for the combined banking group {excluding wealth management) improved to 50%
down from 52.8% in the prior comresponding period.

Asset guality continued to improve in the half despite the volatility in world financial markets and difficuit giobal
economic conditions. Total impaired assets as a percentage of total loans and acceptances declined to 0.3%
from 0.5% at the end of the 2002 full year. Bad and doubtful debt charges as a percentage of average loans and
acceptances declined by 10 basis points to 29 basis points, but were up slightly on the second half 2002 charge
of 28 basis points, driven principally by growth in business lending.

Westpac's Chief Executive Officer, David Morgan, said today's result has clearly demonstrated Westpac's
capacity to maintaining the solid eamings performance of its core businesses while undertaking the significant
transformation of its business to improve long term earnings sustainability.

"We have the right balance between growth and return, having again delivered consistent earnings growth while
maintaining a cash return on equity above 20%," he said.

"We've paid particular attention to differentiating Westpac around those elements that will sustain our
performance. We are now firmly positioned as a leader in good governance and responsible business practices;
we have substantially lifted staff morale to above global best practice; and we have made a solid start to
enhancing customer experience and satisfaction.”

The adoption of more transparent accounting treatments, including the adoption of the principles of the
international standard for superannuation and the move away from embedded value accounting last year, has
resulted in a more retevant and transparent financial statement.

Outlook

The global economic outiook remains highly uncertain. Resolution of the disruption in the Middle East will not
necessarily provide the global economy with the impetus to resume solid growth. In this respect, the cutlook has
generally weakened over recent months.

The Australian and New Zealand economies have performed very well through this period, principally due to the
solid structural reforms both economies have been through over recent years. As a result we remain cautiously
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optimistic that these economies will continue to demonstrate sound rates of growth over the remainder of 2003
and into 2004,

The benefits of our growth initiatives, combined with stronger demand for retail banking services and very sound
asset quality has positioned Westpac for further improvement in garnings despite volatile investment markets.

While the balance of risk remains on the downside, we continue 1o believe that we can achieve a 7% to 8% lift in
cash earnings and cash earmings per share for 2003 {excluding the significant tems brought to account in 2002},

Further information: David Lording
Head of Media Relations
(02) 8226 3510
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11 OVERVIEW OF THE HALF YEAR 2063 RESULTS
Our first half was successful. Strong earnings growth was achieved across the group and we remain well
positioned for future growth.

The major features of our interim 2003 resuits are:

« net profit attributable to equity holders of $1,851 million up from $1,018 million in the six months to March
2002,

« cash earnings of $1,095 million, up 10% on the prior corresponding period;
« cash earnings per share 80.3 cents, up 10%;

« cash earnings return on average ordinary equity of 20.7%;

« strong performance across all business units;

« solid progress in the integration of cur wealth management operations; and

« over achievement in BT Financial Group (BTFG) synergies.

Directors have determined to pay an interim dividend of 38 cents per ordinary share {fully franked}, an increase
of 12% on the 2002 interim dividend, with the dividend payout ratio rising to 83% of cash earnings.

The growth in cash earnings was achieved through strong contributions from all business groups.
« Austradian retail (business and consumer banking} up 13% on our first half in 2002;

« Institutional banking up 64%;
« New Zealand banking up 46%; and
« Waealth management up 10% (including the impact of acquisitions).

Revenue growth was well balanced and we have now fully replaced lost AGC income through strong growth in
lending in all markets.

In 2002 we undertook a number of acquisitions and a divestment to reshape our business mix. The dilutionary
earnings impact of these changes has been accommodated without compromising our earnings momentum. The
10% increase in cash earnings per share for the first half demonstrates that we are on track, and that we have
not been distracted from managing our underlying business while we build a platform for future growth.

The strong growth in lending, combined with the strength of the New Zealand dollar, has meant our capital ratios
have not rebounded as strongly as initially expected post the acquisition of BT Funds Management. Nonetheless,
we remain well capitalised and have a strong dividend franking capacity.

1.2 OUTLOOK

When providing our 2003 earnings guidance in November 2002, we articulated concerns that the risks were
principally on the downside.

In respect of the investment markets, in particular, these downside risks have materialised but have to date been
compensated for by stronger demana for retail banking services, both deposits and tending.

The economic outlock remains highly uncertain. Resolution of the disruption in the Middle East will not
necessarily provide the global economy with the impetus to resume solid growth. In this respect, the cutlook has
generally weakened over recent months.

The Australian and New Zealand economies have performed very well through this period, principally due to the
solid structural reforms both economies have been through over recent years. As a result we remain cautiously
optimistic that these economies will continue to demonstrate sound rates of growth over the balance of 2003 and
into 2004,

While the balance of risk remains on the downside, we continue to believe that we can achieve a 7% to 8% lift in
underlving cash earnings and cash eamings per share for 2003, excluding the significant items brought to
account in 2002,
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2.4 EARNINGS

Cur 2003 interim earnings are presented in the table below as both net profit atiributable to equity holders and
cash earnings. We believe our financial performance is better measured on a cash earnings basis as it adjusts
our result for two material tems which do not reflect cash flows available to ordinary sharehotders: amortisation
of goodwill and dividends paid on our hybrid equity. We alse deduct embedded vaiue uplift from the prior year in
calculating cash earnings.

$m % Mov't % Mov't
Half Year Half Year  Half Year Sep 02- Mar 02-
Reported cash earnings March 03 Sept 02  March 02 Mar 03 Mar 03
Net interest income {including gross up) 2,206 2,125 2,180 4 2
Non-interest income 1,429 1,818 1,362 {12} 5
Net operating income 3,635 3,741 3522 {3; 3
Operating expenses {1,857} {2,158} {1,739 14 {7}
Goodwill amortisation {78} {51} {48} {53} {58}
Underlying performance 1,700 1,534 1,734 11 (2}
Bad debts {214} (190} {271} {13} 21
Profit from ordinary aclivities before income tax 1,486 1,344 1,463 i1 2
Tax equivalent gross up {88} {72} {87} {36} {46}
Tax expense {333} {85) {378} (251} 11
Net profit attributable to outside equily interests {4} {3} {2} {33} {100}
Net profit attributable to equity holders 1,051 1,174 1.018 {10} 3
Goodwill amortisation 78 51 49 {53} {58}
Adjustment for embedded value uplift - 48 {48) n/a n/a
Distributions on other equity instruments {34} {23} {25} {48} {36}
Reported cash earnings 1,085 1,248 9498 {12} 10

Our 2002 comparatives contain severa! individuafly significant items. The reconciliation below adjusts reported
2002 cash eamings for individually significant items to derive underlying earnings. A more detailed reconciliation
is provided in section 8.1, and an explanation of the adjustments is provided in section 8.2,

Cash earnings reconciliation

Reported cash eamings 1,085 1,248 988 {12} 10
Individually significant items - (181} - n/a n/a

Underlying cash eamings 1,085 1,087 998 3 10
Underlying cash earnings

Net interest income {including gross up) 2,206 2,125 2,180 4 2
Non-interest income’ 1,428 1,218 1,302 18 10
Net operating income 3,635 3,341 3482 g 5
Operating expenses {1,857} {1,713} {1,739 {8; {7}
Goodwill amortisation {718} {51} {49} {53) (58)
Underlying performance 1,700 1,877 1,674 & 2
Bad debts {214} (180} {271} {13} 21

Profit from ordinary aclivities before income tax 1,486 1,387 1,403 7 g
Tax equivalent gross up {88} {72} {87} {36} {46}
Tax expense’ {333} (273} {362} (22} &
Net profit attributable to outside equily interests {4} {3} {2} {33} {100
Net profit attributable to equity holders 1,051 1,039 972 i 8
Goodwill amortisation 78 51 49 {53) (5%)
Distributions on other equity instruments {34} {23} {25} {48} {36}
Underlying cash earnings 1,085 1,087 998 3 10

1. Embedded value uplift {§80 milfion} has been removed in 2002,
2 Tax effect of embedded value uplift {14 miflion} has been removed in 2002.
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2.1.1 Key Financial Data

Mov't Mov't
Half Year Half Year Half Year Sep 02- Mar 02-
March 03  Sept02 March 02 Mar 03 Mar 03

Sharcholder value

Earnings per ordinary share {cents) 56.0 B35 54.8 -12% 2%
Repaorted cash earnings per ordinary share {cents) 80.3 689 550 -12% 10%
Underlying cash earnings per ordinary share (cents} 80.3 58.9 550 2% 10%
Weighted average ordinary shares {millions) 1.815 1.812 1.812 - -
Fully franked dividends per ordinary share (cents) 38 36 34 6% 12%
Dividend payout ratio - reported cash earnings {%) 830 52.3 819 1070bps 110bps
Dividend payout ratio - underlying cash eamings (%) 83.0 81.1 81.9 180bps 110bps
Productivity and efficiency

Expense to income ratio (%) 514 576 494 -650bps 170bps
Underlying expense to income ratio (%) 51.1 513 502 -20bps 90bps
Total group banking expense to income ratio (%) 50.0 513 528  -130bps -280bps
Fult time equivalent staff (FTE) 26,131 24718 26,704 5% -2%
Business Performance

Net interest spread (%) 238 231 2.60 8bps -21bps
Net interest margin {%) 268 270 2.80 -2bps -22bps
Econamic profit ($m) 659 782 568 -16% 10%
Underying econornic profit (§m) 859 800 568 10% 10%

Analysis of movement in Full Time Equivalent {FTE) Staff

FTE as at 31 March 2002 26,704
Less: AGC {1,488)
Plus: RAAM 178
Less: Movemenis in ongoing {618}
FTE as at 30 September 2002 24,7176
Plus: BTFM 1,132
Plus: Hastings 30
Other 183
FTE as at 31 March 2003 26,131
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2.2 BALANCE SHEET

% Movt % Mov't
31 March 30 Sept 31 March  Sep 02-  Mar 062~

$m 2003 2002 2002 Mar 03 Mar 03
Assets
Cash 1,924 1,689 2127 15 (10}
Bue from other financial instiiutions 5010 5242 5,837 {4} {16)
Trading and investment securities 11,882 13,8956 12,765 {15} {7)
Loans and acceptances 153,773 140,658 138,075 g i1
Life insurance assets 9,838 7.568 7843 31 27
Other assets' 23,908 21,948 18,445 g 23
Total Assels 206,430 191037 188,182 8 11
Liabilities
Due o other financial institudions 3,848 4,731 6,867 {23} {47)
Deposits and public borrowings 122,029 110,783 108,282 10 12
Debt issues 29,784 27,575 24 856 8 20
Acceptances 3,883 4,788 4783 {18} {18)
Life insurance potlicy liabilities 9,348 7,183 7.538 31 24
Loan capital 4728 4512 4 580 5 3
Other labilittes” 20,748 21,037 18,078 {1} 15
Total Liabilities 194,148 180,569 176,004 8 10
Total Equity 12,284 10,468 10,188 17 21

2.21 HKey Financial Data

Mov't Mov't

Half Year Half Year Half Year Sep 02- Mar02-
March 03 Sept02 March 02 Mar03 Mar03

Profitability and capital adequacy

Repaorted returmn on average ordinary equity 19.2% 22.4% 20.8% -320bps -160bps
Underlying cash eamings to average ordinary equity 20.7% 20.7% 21.0% Ohps  -30bps
Net capital ratio 8.7% g.4% 10.2%  30bps  -50bps
Tier 1 capital ratio 8.4% 6.5% 8.8% -10bps -40bps
Tangible ordinary equity to risk adjusted assels 56% 6.4% B.7% -80bps -110bps
Risk adjusted assets (§m) 137,828 128851 124,056 7% 11%
Average ordinary equity ($m)} 10,818 10,269 4,511 3% 12%
Average total equity (3m) 11,470 10,751 9,091 7% 15%
Agset quality

Total impaired assets to gross 1oans and acceptances 0.3% 0.5% 0.8% -20bps  -30bps
Net impaired assets to equity and general provisions 2.3% 3.5% 4.4% -120hps -210bps
Specific provisions to total impaired assets 42.1% 40.0% 41.3% 210hps 80bps
General provisions to non-housing loans and acceptances 1.7% 1.7% 1.8% Obps  -10bps
Total provisions to gross loans and acceptances 1.0% 1.0% 1.2% Ohps  -20bps
Total bad and doubtful debt charge to average loans and

acceptances (basis points) 28 28 39 3bps  -10bps

1. Includes fixed assels, goodwill, other financial market assefs, future income fax benefif and the prepaid superannuation
contribution asset.
2. Includes provisions For income tax, deferred tax and ofher financial market fabifies.
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3.1 SUMMARY

Reported net profit atiributable to equity holders for the six months ended 31 March 2003 was $1,081 million, a
3% increase over the prior comresponding period (six months to 31 March 2002},

Cash earnings for the six months ended 31 March 2803 were $1,095 millien, a 10% increase over the prior
corresponding peried. Cash eamnings per share were 60.3 cents, alse up 10% on the prior corresponding period
ang economic profit increased by 10% to $6589 million.

Cash earnings also increased over the previous half {excluding individually significant items), rising by 3%. The
seasonal nature of our business typically generates higher earnings in the latter half of our financiat year.

The Directors have determined to pay a fully franked interim dividend of 38 cents per ordinary share, an increase
of 4 cents {12%) over the fully franked interim dividend last year.

To assist analysis of our 2003 interim resuit, we have provided a table in section 8.1 of this profit anncuncement
that reconciles the reported earnings, adjusting for individually significant items and embedded value uplift, to
underlying earnings. We believe underlying earnings is a better basis to measure the performance of our
business hecause it excludes several material non-recusring items from the previous half, and excludes
embedded value uplift, which has also been removed from the prior corresponding period.

The remainder of this section focuses on our performance for the six months to 31 March 2003 compared with
the underlying earnings in the two preceding half year periods. Where relevant, comparisons are made to the
performance of our ongeoing business, which excludes the impact of our 2002 acquisitions and the divestment of
AGC.

Underlying Earnings

tnderlying net profit afiributable to equity holders was $1,051 milion, an 8% increase over the prior
cofresponding pericd.

Underlying cash earnings were $1,085 million, a 10% increase over the prior corresponding period.

Underlying cash earnings increased 3%, and economic profit grew 10% over the previcus half year (six months
to 30 September 2002) despite an increase in our effective tax rate.

This resuit has been underpinned by solid contributions from all business units. Strong underlying earnings were
achieved despite the diutive earnings impact of the sale of AGC in May last year and weak domestic and
international equity markets limiting wealth management earnings.

A maijor driver of this resulf was the robust organic growth in our Australian banking operations, where we
experienced strong business volumes across core products. Key highlights included:

« husiness tending up $2.2 billion (10%) on March 2002;
+ home loan ouistandings up $11 billion {18%); and
« retait deposits increased $7 billion (20%).

These strong business volumes combined with continued vigitance on expenses saw business and consumer
banking deliver a 13% increase in cash earnings and a 348 basis points (bps) fall in the expense to income ratio,
to 53.9%, compared to the same period last year. Business and consumer banking also had success in
rebuilding the equipment finance portfolio, with the portiolio contributing $13 miilion in cash earnings this ha¥f, up
from a loss of $1 million in the previous half.

Following a softer performance tast year, our institutional bank has performed well, increasing cash earnings by
64% over the prior corresponding period. This result was driven by a significant improvement in financial markets
income, consistent growth in customer transactions and an improved credit environment.

Cur New Zealand banking business also increased cash earnings markedly, with a 46% increase over the prior
corresponding period. This region continues to benefit from the performance improvement program initiated in
2002.

The foundation of our organic business growth has been our large customer base. We continue to place strong
emphasis on our customers and cur resuits this half demonstrate the success of this strategy. This momentum
reaffirms our determination to make "Ask Once” a reality for our customers and to be widely seen as the leader
for service in our industry by no later than 2005,
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3.2 REVIEW OF EARNINGS

The table below presents our underlying earmings. All commentary below refers to our underlying earnings
except where noted.

% Mov't %% Mov't
Half Year Half Year Half Year Sep 02- Aar02-

$m March 03 Sept 062 March 02 Mar03 Mar03
Net interest income {including gross up} 2,208 2,125 2,160 4 2
Non-interest income 1,420 1,218 1,302 18 10
Net operating income 3,635 3,341 3,462 g 5
Operating expenses {1,857} {1,713} {1,739) {8 {7}
Goodwill amortisation {78} {51} {49} {53) (58)
Underlying performance 1,700 1,577 1,674 8 2
Bad debts {214) {190} {271} {13} 21
Profit from ordinary activities before income tax 1,486 1,387 1,403 7 g
Tax equivalent gross up fa8) {72} {67} {36} {46}
Tax expense {333) {273} {3682) {22 8
Net profit attributable to outside equity interests {4} {3} {2} {33} {100}
Net profit atiributable to equity holders 1,051 1,038 972 1 8
Goodwill amortisation 78 51 49 {53} {58}
Distributions on other equity instruments {34} {23) {25} {48} {36}
Underlying cash earnings 1,085 1,087 088 3 10

Operating Income

Net operating income increased $173 million or 5% on the prior corresponding period and $284 million or 8% on
the previous haif year. Excluding the impact of policyholders’ tax recoveries’, net operating income increased 6%
on the prior corresponding period, and 7% on the previous half year.

The growth in operating income was significantly impacted by a $127 million or 10% increase in non-interest
income Tollowing the disposat of AGC and the acguisition of Rothschild Australia Asset Management (RAAM), BT
Funds Management {BTFM) and Hastings Funds Management Limited (Hastings). These strategic initiatives
have improved the group’s risk profile while reducing its reliance on interest income. Adjusted for all acquisitions,
divestment and the policyholders’ tax recoveries, our ongoing businesses generated total revenue growth of
11%. This growth was assisted by the appreciation of the New Zealand dollar against the Austratian dollar which,
net of hedging, contributed an additional $26 million {or 0.7%} in operating income.

Net interest Income

Net interest income increased $46 million or 2% on the prior corresponding period as strong volume growth was
offset by a drop in interest margins, largely reflecting the sale of AGC. This increase demonstrates that the lost
AGC income has been recovered through growth in our ongoing business. Average interest bearing assets grew
10% over the prior corresponding period while interest spreads fell 21 bps to 2.38% and interest margins fell 22
bps to 2.88% over the same period.

The decline in group interest marging was principaily due to one-off changes and the disposal of AGC's high
margin business. These changes had a 32 bps adverse impact on interest margins compared with first half 2002,

Partially offsetting these structural changes were the re-build of the equipment finance book and additional high
yielding structured investments written in the latter half of 2002,

Net interest income on an ongoing basis grew by $275 million or 14% on the prior corresponding period.

1. In accordance with the requirementis of Australian accounting standard AASB 1038, Life Inswrance Business, we recoghise
the tax position of poficyholders in our fife company in income and reverse s impact in tax expense. TS treatmemnt has no
impact on net profit affributable to equity holders or on cash eamings.

10
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Australia

Australia's interest spreads fell 38 bps and interest margins fell 41 bps on the prior corresponding period, largely
due to the structural changes described at a group leve!l and siower growth in non-interest bearing liabifities
relative to the growth in interest bearing assets.

New Zealand

New Zealand's interest spreads increased 11 bps and interest margins increased 42 bps on the prior
corresponding period, primarily due to repricing initiatives undertaken in the previous half year, and additional
capital.

Non-interest income

Non-interest income increased by $127 million, or 10%, on the prior corresponding period, and $213 million, or
18%, on the previous half year. Excluding the adjustment for policyholders’ tax recoveries, non-interest income
increased $180 million or 12% on the prior corresponding pericd, and $171 million or 13% on the previous half
year. Growth in non-interest income over the prior corresponding period was driven by a $31 million or 4%
increase in fees and commissions and a $65 million {22%) increase in wealth management income.

No further income adjustment has been recognised for the offshore high yield securities, which were written
down by $149 million in September 2002. The book value of this portfolio at 31 March 2003 was US$130 million
{LIS$146 Million at 30 September 2002).

Fees and commissions were higher as a resulf of:

« a 10% increase in transaction fees and commissions received from higher corpeorate and consumer
transaction activity partiaily offset by a 22% increase in fees and commissions paid; and

« a 21% increase in other non-risk fee income primarily due to increased foreign currency volumes and higher
service maintenance fees.

Wealth management income has increased significantly, principally as a result of our recent acquisitions. Refer
to section 5 of this profit announcement for a detailed analysis of our weaith management income by business
segment.

Financial markets product income was up 17% on the prior corresponding period and represents a strong uplift
on last year's disappointing second half. A complete presentation of financial markets product contribution to
operating income is shown in the table below.

% Mov't % fMov't
Half Year Half Year Half Year Sep 02~ Mar02-

$m March 63  Sept02 March 02 Mar03 Mar 03
Product
Foreign exchange 142 130 125 g 14
Interest rate’ 106 36 o7 203 12
Cther 27 B 15 350 B0
Total financial markets product income 278 172 237 62 17
Income classification
Net inferest income 105 70 86 50 59
Non-interast income 173 102 171 70 1
Trading income 145 77 146 38 {1}
Dividend income 15 i3 13 15 15
Other non-interest income i3 12 12 & &
Total financial markets product income 278 172 237 62 17

1. interest rafe products includes inferest rate derivatives and secondary markefs activity in debf securnities, but excludes
primary markefs activity.

11
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Operating Expenses

Operating expenses rose by $118 million or 7% on the prior corresponding period and 8% on the previous half
year. The increase on the prior corresponding pericd is due to:

« 350 million, or 3%, increase due to the change in the composition of our business mix foliowing the sale of
AGC and the acquisition of RAAM, BTFM and Hastings; and

« 368 milion, or 4% increase in expenses in our ongoing business {le. excluding all acguisitions and
divestment). This increase includes an additional $28 million superannuation amortisation expense following
the adoption of IAS19 last year and $22 million expense increase due to the strengthening of the New
Zealand doltar against the Australian dollar.

Excluding the impact of the appreciation of the New Zealand dollar against the Australian dollar from our ongoing
business, expenses increased 3% on both the prior corresponding period and the previous half year.

Despite continued pressure on our expense base we have contained expenses this half by a combination of new
and continuing projects. These have included:

« as part of our weaith integration following the acquisition of RAAM and BTFM, we have realised $18 million of
syniergies. These are discussed in more detail in sections 4 and 5;

« continued benefits from our outsourcing programs;

« an Enterprise Sourcing Program to reduce our total spend with external suppliers through the implementation
of a rigorous procurement framework, development of new or enhanced vendor contracts and the
implementation of changes to our expense policies; and

« the full period impact of our 2002 organisational simplification project.

We are continuing to develop further productivity improvement initiatives to assist in managing our expense base
in 2004 and beyond.

Bad Debts

The charge for bad debis decreased by $57 miillion or 21% on the prior corresponding pericd, but was up
$24 million or 13% on the previous half year.

Factors influencing the lower charge included:

« an absence of significant corporate defauits compared to the prior corresponding period, which included
charges against defaults by Pasminco and Enron;

« the disposal of AGC in May 2002: AGC had a higher level of write-offs than the balance of the Waestpac
group; and

« recoveries and regrades from previously impaired assets.

These favourable factors were partially offset by higher dynamic provisioning principally related to the re-
acquisition of the equipment finance portfolio, the use of new higher factors in some portfolics and overall high
loan growth.

The strength of the credit quality of our portfolio is reflected in the falling component of the bad debt expense
representing actual write offs and net new specific provisions. The strong growth in the generai provision reflects
thie rapid growth in our loan book rather than any credit cutlook concerns.

A more detailed review of our credit quality is contained in section 3.4
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REVIEW OF GROUP OPERATIONS Half Year Profit Announcement 2003

3.3 CAPITAL AND DIVIDENDS
Capital

As at 31 March 2003 our Tier 1 ratio was 6.4% and the tangible ordinary equity to risk adjusted asset ratic
{TOEARAA)Y was 5.6%. These ratios are within cur stated targets of:

« Tier 1inthe range 6.0 - 6.5%; and
o TOERAAatS58-58%.

The tower surplus capital accumulation in the six months to 31 March 2003 compared to historical experience is
consistent with the strong growth in Risk Adiusted Assets (RAA) of $13.8 bilion or 11% on the prior
corresponding pericd and $9.2 billion or 7% on the previous half year.

This is a function of:
« High organic loan growth ($9.7 billion};

« The ?cquisition of BT's margin loan book ($1.0 billion) which was brought on balance sheet in February
2003 and

« The impact of the appreciation in the New Zealand dollar on our New Zealand assets ($3.1 billion).

Tier 1 capital was strengthened in December 2002 via the issue of Westpac Fixed Income Resetiable Trust
Securities ("FIRsTS"). This issue added a net $655 million of cost effective Tier 1 hybrid equity to our capital mix.

Dividend Policy

We have maintained our policy of increasing dividends in line with sustainable growth in cash earnings and
franking capacity. The interim dividend intended to be declared of 38 cents would represent an increase of 12%
over the prior corresponding period and compares to growth in cash earnings per share of 10%.

The resulting dividend payout ratio is 83% of our cash earmnings, up from 82% in the first half tast year.

Our adiusted franking account balance continues to firm, rising to $408 miltion for the haif year to March 2003
{September 2002, $300 million: March 2802, $182 million}.

1. In February 2003, we terminated BTFM's securifisation arrangements which had funded its margin lending portfolio, and
instead funded the margin fending loans on-balance sheet.
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3.4 CREDIT QUALITY

Accepting and managing risk is central to our business and is an important source of our competitive advantage.
Strong economic activity in the Australian and New Zealand markets has led to our asset quality improving,
despite continued turmoil in world financial markets.

Stressed Loans - Exposure by Credit Grade Total Impaired Assets / Gross Loans and
o :
% of total commitments 0.7% - Acceptances
0.6%
0.5%
0.4%
0.3%
; ' 0.2%
0.%%
2001
B npaired W50 days past due, well-secured 0.0% - ' ' '
;- i
OWWatcilist & substandard WAGT siressad [oans 2H01 #02 2H02 HO3
Mortgage Loans - 90 Days Past Due Business Banking Impaired Assets
0.3% - 0.5% -
0.4% 4
0.2% 4
.\.\—_—. 0.3% 4
4
0% 02%
0% q
0.0% T T T 1 0.0% T T T 1
2H0 31074 202 HHO3 201 Hoz 2H02 O3
Other Consumer Loans - 90 Days Past General Provision / Non-Housing
2.0% Due 2.0% 1 Performing Loans
1.5% /""‘ 1.8% - .”’.\.—"‘
1.0% -_______,_-l— —— a 1 8%,
0.5% 1.4% |
0.0% - . . . . 1.2% -
2HO1 1HOZ 2H02 1HO3 10% . . . .
|—0—90 clays past due ine AGC —I—B80 days past dus exc AGE | 20401 1402 2HO2 1HO3

« Siressed loans declined 3 bps from September 2002 to 1.17% of total commitments.

« At March 2003 only two impaired exposures were greater than $50 million, accounting for 34% of total
impaired assets. A further nine impaired exposures were less than $50 million, but greater than 35 million.
Specific provision coverage of impaired assets remained strong at 42%.

« Mortgage loans accruing but 80 days past due increased 1 bp to 0.16% of mortgage outstandings, from
September 2002,

« Growth in our business lending portfolic has been achieved without compromising asset guality. The
proportion of impaired assets in this portfolio continued to decline to 0.20%, due to the quality of new
business written, close monitoring of existing outstandings, and effective workout of impaired facilities.

« Other consumer loan delinqguencies 90 days past due (including credit card and personal loan products) have
increased 3 bps to 1.10%, from September 2002.

« General provisions as a percentage of non-housing performing loans increased to 1.72%, up 2 bps from
September 2002.
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3.5 CORPORATE GOVERNANCE AND RESPONSIBILITY
Sustainability Initiatives

In the first half of 2003 while delivering strong financial results, we have continued te gain widespread recognition
for our practices in the workplace and across the social and environmental dimensions. Our performance and
sustainability ratings and awards have positioned us as a leader in these areas not only in Austratia but alsc
within the giobal financial services industry.

In line with our continued commitment to good governance and responsible business practices, we will scon
release our second Soclal Impact Report. This triple bottom line report will update our performance against more
than 70 stakeholder determined indicators covering social, environmential and economic dimensions, including
our progress on each of the promises listed in our Personal Customer Charter released in June 2002,

We remain the only Australian financial institution to release a triple bottom line report conforming to new global
standards under the UN sponsored Global Reporting Initiative.

Towards the end of 2002, the Board again reviewed and enhanced our corporate governance program as part of
our commitment to best practice governance. Our full governance statement is set out on pages 38-47 of the
2002 Concise Annual Report.

Throughout the half, we have continued to focus on huilding our employment brand in providing a geod
workplace environment for all our staff. This has included:

« achieving a further 8% improvement in staff commitment in the six monihs to December 2002, positioning us
with globa! best practice companies;

« improving opportunities for people with disabilities under the Employers Making a Difference initiative;

« actively promoting cur Betler Life and Work information service which assists staff in locating resources such
as home help and health services;

« launching the Westpac Academy, which provides staff with learning and development opportunities including
the use of progressive, interactive multi-media to promote distance learning; and

« continuing our efforts to employ additional mature age workers, with plans to recruit up to 900 mature aged
staff over the next three vears.

Our success in integrating corporate responsibifity into the way we do business and being seen as an employer
of choice is reflected in the 5,277 graduate applications we received for the 2003 intake, up from 1,800 in 2002,

Our community involvement continues through actions such as our drought and bushfire relief packages and
conations, and our Matching Gifts donations which totalled $1.4 million in the year to February 2003 across 370
charities. Thanks to the generosity of our staff and cur continued community partnerships these charities include
the Cape York Indigenous communities, the Smith Family, Mission Australia, the Life Education Trust in New
Zealand, the Salvation Army, and the Juvenile Diabetes Research Foundation. This year we also celebrate 30
years of supporting the Westpac Rescue Helicopter Services in Australia and New Zealand.

External Governance and Responsibility Assessment

Through the haif, we continued to consuit formally with a broad range of stakehoiders to ensure we have
responsible and sustainable business practices and continually seek ways to be assessed externally on our
corporate governance and sustainability practices.

The following summarises our latest sustainability and governance ratings:

« The Dow Jones Sustainability Index 2002-2003 - Number 1 globat rating for overail sustainability in finance
and banking. This index includes assessments of corporate governance and broader social and
environmental responsibility performance;

« The Sydney Morning Herald/the Age Good Reputation index 2002 - Number 1 company overall, ranked
against Australia’s top 100 companies based on stakeholder and research group perceptions of the key
elements contributing to corporate reputation, including ethics and govemance;

« Corporate Mornitor, reported in Ethical Investor magazine — top rating of § stars for social and environmental
performance and 4 stars for corporate governance; and

« Standard & Poor's Company fransparency and disclosure survey — one of only six of 100 Asian Pacific
comparies to achieve a top score ranking for transparency and disclosure.
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Business unit resuits are presented on a management reporting basis. Internal charges and transfer pricing
adjustments are included in the performance of each business reflecting the management, rather than the legal
structure. Consequently these resulis cannot be compared to resuits for individual legal entities.

An internal transfer pricing framework attributes value between business units. Its primary atiributes are:
« product groups pay the distribution areas an arms length fee based on external market benchmarks;

« product balances are fully transfer priced at interbank rates according to the tenor of the underlying
transactions;

« all overhead costs are applied to revenue generating businesses; and
« capital is allocated to business groups using risk factors.

individually significant items recognised in the group's financial statements in the second half of 2002 are not
recognised in the relevant business units for this analysis.

Where the management reporting structure or accounting classifications has changed, comparatives have been
restated and may differ from resulis previcusly reperted. The results for AGC have been identified separately from
Business and Consumer Banking and New Zealand for clarity.

% Mov't % Mov't
Half Year Half Year Half Year Sep 02~ Mar 02-

$m March 03 Sept 02 March 02 Mar 03 Mar 03
Busginess and Consumer Banking 579 567 511 2 13
Consumer Distribution 147 153 144 {4} 2
Business Distribution 161 180 143 19 34
Consumer Products 185 200 169 {8} g
Business Products 56 54 55 4 2
Westpac Institutional Bank 203 150 124 35 64
New Zealand Banking 161 167 110 {4) 46
Banking group’s contribution 843 884 745 7 27
Corporate Centre & Group ltems 66 120 79 {45} {16}
Total banking cash earnings 1,008 1,004 824 (1] 22

BT Financial Group”

Funds Management 54 45 53 20 2
Life insurance Risk 30 30 25 - 20
Other 2 {25} - /& n/a
Total wealth management cash earnings 86 50 78 72 10
Total current businesses cash earnings 1,005 1,054 903 4 21
AGC - 13 93 L] n/a
Underfying cash earnings 1,085 1,067 996 3 10
Significant items - 181 - s n/a
Total reported cash eamings 1,085 1,248 996 {12) 10

* BT Financial Group {BTFG) represents our fotal wealth management business and incorporates our legacy Westpac Financial
Services (WFS) and Weslpac Life businesses, as well as our recently acquired Rothschild Australia Asset Management (RAAM)
and BT Funds Managemernt Business (BTFM).
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Expense fo income ratio

bp Movt bp Mov't
Half Year Half Year Half Year Sep 02- Mar 02~
$m March 03 Sept 02 March 02 Mar 03 Mar 03
Business and Consumer Banking 53.9% 54 8% 57.3% 70 340
Waestpac Institutionat Bank 41.7% 44.3% 43.8% 260 {90)
New Zeatand Banking 47 8% 45 0% 53.3% {280} 550
Total banking’ 50.0% 51.3% 52.8% 130 280
BT Financial Group
Funds Management 71.6% B2 7% 47.8% {880} large
Life Insurance Risk 36.5% 32.9% 41.3% {360} 480
Total wealth 83.4% 83.3% 45.6% {10} large
AGC - 29.4% 24.6% va n/a
Total Group - underlying business 51.1% 51.3% 50.2% 20 {90)
Total Group 51.1% 57.8% 48.4% 850 (170)

1. Tofsl banking ratios include corporate centre and group ftems.
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4.1 BUSINESS AND CONSUMER BANKING

Business and Consumer Banking (BCB) is disclosed separately as the following business lines: Consumer
Distribution, Business Distribution, Consumer Products and Business Products. In October 2002, BCB embarked
on a review of its core business activities, with specific focus on the distribution modet and customer satisfaction
and retention drivers. The diagnostic phase of the review was compieted in February 2003, with detailed design
and implementation commencing in March 2003.

4.1.1 Consumer Distribution

Consumer Distribution includes the activities of: the Financial Planner and Advisory Sales force, our home lfoan
sales force, and the national service network {excluding rural and regional locations). Operating income is earmed
from product groups for sales and services provided to customers. Bad debis are carried by the product business.

% Movt % Mov't
Half Year Half Year Half Year Sep 02-  Mar 062~

$m March 03  Sept02 WMarch 02 Mar 03 Mar 03
Net interest income {15} {13} (B} {15} {150)
Nen-interest income 805 807 582 {0 4
Operating income 580 594 576 {1 2
Operating expenses {380} {378} {372) {1) {2}
Core eamings 210 216 204 {3 3
Bad debts - - - - -
Cperating profit before tax 210 216 204 {3 3
Tax and outside equity interests {83} {63) {60} - {5)
Cash earnings 147 153 144 {4) 2
Goodwill amortisation {8} {8} {8} - -
Profit on operations 138 145 136 {4) 2
Economic profit 135 143 131 {6 3
Expense to income ratio B84 4% 83.6% 64 6% -80bps 20bps
$bn $hn $bn
Total assets 0.5 g.1 .1 400 400

Financial Performance

First Half ‘03 — First Half ‘02

Consumer Distribution contributed $147 million cash earnings, an increase of $3 million or 2% relative to the prior
corresponding period.

Cperating income increased by $14 million or 2% with continued growth in retail lending and deposits tempered
by softer wealth sales due to the prolonged weakness in global equity markets. Key peints included:

« new mortgage lending continued to underpin earnings. Lending grew by 18% on the prior corresponding
period, with “alt banks share of new lending” market share improving by 270 bps to 22.5%;

+ sates of our legacy weaith products were down 29% on the prior corresponding period. The weakness in
equity markets lead investors to divert their resources inte more defensive cash holdings; and

« the flipside to slower wealth sales has been a dramatic increase in retail deposits {up 20% over the year) and
an increase in residential propersty investment.

Cperating expenses increased by $8 million or 2% despite volume growth and the natural increase in personnel
costs. Within this increase, the unit was also able to absorb further investment in its ornline capability.

First Half ‘03 — Second Half ‘02
Cash earnings decreased on the previous half yvear, reducing $6 million or 4%. Despite strong performance in
mortgage tending, the decline in wealth sales reduced our overall earnings.

Although mortgage lending is typically stronger in the second half (due to slowdown over Christmas and New
Year pericd), new mortgage lending for the period matched second half 2002 volumes. This was offset by wealth
preduct sales (down 39%) that were again affected by the weaker investment climate.
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4.1.1 Consumer Distribution {Continued)
Key Business Drivers
Financial Planning and Advice Priority customers as % of total
% Change in Sales customer base
32%
29%
26% |
23% |
20% . . .
2HDT  1HO2  2HO2  1HO3 2HOT - THOZ - 2HOZ - THO3
$bn Mortgage Drawdowns co% Customer Satisfaction
15 - o —
14 40% 4 ¢ ¢ Y
13 4
12 | 30% -
11 4 .
10 | 20% - .___’—-I——‘—"*'
21 10% -
8
& 0% : : :
61 2HOt 1402 2H02 THO3
5 —a— Customer Satisfaction - Very Satisfied
1HO2 1HO3 —e— Customer Satisfaction - Fairly Satisfied

Source: Roy Morgan Research

Business Developments

Continued focus on deepening customer relationships has resulted in the proportion of priority customers
{typically those with whom we have significant multi-preduct relationships), growing by 10% on the prior
corresponding period. These customers now comprise over 30% of our Australian retail customer base.

Mortgage outstandings have grown off the back of strong market growth and renewed focus on attrition
management. Mortgage churmn’ reduced by 15% in the current pericd. The average size of a new mortgage
increased 12% on March 2002 to over $170,000.

Sales of risk productsg have increased significantly with market share growing 36% on the prior period,
making us the sixth largest risk product provider.

Mortgage brokers continue to be a significant source of new business, anc we have further improved services
to this channel by leveraging cur online capabdities. In particular, fast online credit decisioning providing
conditional loan approval to potential customers is now available to our lending partners.

Westpac Contact Centres continue to maintain their industry leading position by again topping the finance
sector in customer survey benchmarking studies, for meeting and exceeding customer expectations and
providing a superior service experience.

The Morlgage churn percentage Is calculated by comparing the folal of above schedule morfgage repayments {nef of
redraws} and refinanced foan closure amounts against the fofal mortgage portfolio.
The main risk products include income profection, death and disabilify, and term fife.
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4.1.2 Business Distribution

Business Distribution includes our middie market and small business sales force and service centres as well as
our regional service network. Operating income is earned from the product groups for sales and services provided
to customers. The bad debt expense for business banking customers is recognised here.

% Movt % Mov't
Half Year Half Year Half Year Sep 02-  Mar 062~

$m March 03  Sept02 WMarch 02 Mar 03 Mar 03
Net interest income 41 34 48 21 {(11)
Nen-interest income 593 847 585 7 16
Operating income 734 681 641 & 15
Operating expenses {418} {387} f414) {5) (1)
Core eamings 318 284 227 i1 39
Bad debts {43} {62} {24) 31 {78
Cperating profit before tax 273 222 203 23 34
Tax and outside equity interests {82} {62) {60} {32} {37)
Cash earnings 191 160 143 18 34
Goodwill amortisation {11} {11} {11} - -
Profit on operations 180 149 132 21 38
Economic profit 129 103 88 25 47
Expense to income ratio 58 9% 58.3% 64 6% 140bps 770bps
$bn $hn $bn
Total assets {0.5) 0.5 0.5 {200} {200}

Financial Performance

First Half ‘03 — First Half ‘02
Business Distribution contributed $191 million cash earnings, an increase of $48 million or 34% relative o the
prior corresponding period.

Cperating income increased by $83 million or 15%. The significant driver of this result was strong growth in our
principal iending portfolios. In particular;
+ the equipment finance portfolio increased by $2.5 billion or 350% to $3.8 billion; and

+ the business finance portfolio growth rate increased to 4% from 2% (excluding equipment finance).

Operating expenses were up only 1% on last year despite additional investment in core systems.

Bad debts increased by $19 million, primarily due to an increase in general provisions in line with the rebuild of
the equipment finance book.

First Half ‘03 — Second Half ‘02
Cash earnings increased $31 million or 18% on the previous half year.

Cperating income increased by $53 mitllion or 8% due to the same faclors as the prior corresponding peried. The
equipment finance portfolio increased by $1.4 billien.

Cperating expenses increased by $21 million or 5%, due to increased spending on strategic investments and

additional marketing during the half. Bad debts decreased by $19 million or 31% reflecting lower levels of specific
provisions.
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4.1.2 BUSINESS DISTRIBUTION {Continued)
Key Business Drivers

$bn Business Finance® Impaired assets to Total
Committed Exposure

25 T 0.6% -
20+ 0.5% 1

15 1 0.4%
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5 4 0.2% -
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Business Developments

« Growth in lending was distributed across our key segments: Small Business and Middie Markets, supported
by our indusiry focus. During this period we launched industry packages for independent schools,
manufacturing and independent financial advisers.

« To achieve our goal of improving customer service we continued to enhance our online offering, developed a
business banking specialists quarterly report focused on regional Australia and opened several new business
banking centres aimed at better meeting the needs of our small business customers.

+ The guality of the portfolic has reached historically high levels with impaired assets as a percentage of the
portfolio halving over the last three yvears. The performance is reflected in our bad debt resuits.

oy

Business Finance excludes AGC figures from comparative periods.

2. The business bank lending portfolio containg two foan lypes: product priced foans and fransaction priced loans. Product
priced loans are priced using a generic price and are nol risk graded, while transaction priced products are risk graded with
price hased on risk grade assigned 1o Individual ransactions, e.g. commercial bills and business loans secured by business
assets. The graph onty contains dafa in relation o the fransaction priced joans. Accordingly, columns do not add to 10%.
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4.1.3 Consumer Producis

Australian Consumer Products comprises home lending, credit cards, transaction and deposit accounts, personat
loans, and general insurance. Sales and service commisgsions passed to the distribution businesses are recorded
as a charge against non-interest income. The bad debt expense for consumer customers is recognised here.

% Movt % Mov't
Half Year Half Year Half Year Sep 02-  Mar 062~

$m March 03  Sept 02 WMarch 02 Mar 03 Mar 03
Net interest income 1,023 g74 971 5 5
Non-interest incomse {448} {401} {426} {12} (5)
Operating income 575 573 545 4] 6
Operating expenses {203} {213} {212) 5 4
Core eamings 372 380 333 3 12
Bad debts {106} (84) (102} (26) (4)
Operating profit before tax 268 278 231 {4} 15
Tax and outside equity interests {81} {78} {62} {7} {31)
Cash earnings 185 200 169 {8) g
Goodwill amortisation {9 {8} (9} - -
Profit on operations 178 191 160 {8) 10
Economic profit 141 174 138 {18} 2
Expense to income ratio 35.3% 37.2% 38.0% 190bps 380bps
$bn $hn $hn
Deposits and other public borrowings 44 1 40.7 38.9 & 20
Net ioans and acceptances 0.4 738 678 g 1¢
Total assets 81.2 74.5 68.6 g 18

Financial Performance

First Half ‘03 — First Half ‘02
Consumer Products contributed $185 million cash eamings, an increase of $16 million or 9% on the prior
corresponding period.

Cperating income increased by $30 million or 8%. Significant drivers of this result included:

+ core home loan outstandings up $11 billion or 18%", retail deposit volumes up $7 billion or 20%, and card
outstandings up $0.4 billion or 8%; and

« growth in product portfolios has been largely offset by margin compression.

Cperating expenses improved by $9 million or 4%, reflecting normal expense growth and invesiments being offset
by significant benefits generated from a cost reduction program. This included extracting value from ouisourcing
agreements for several operations areas. The combination of operating income growth and an improved expense
position has assisted in driving our expense to income ratio down 360 bps to 35.3%.

First Half ‘03 — Second Half ‘02
Cash earnings reduced by $15 million over the previous half.

Cperating income improved by $2 million. Our core portfolios continued to perform strongly with home lean
outstandings increasing $8 billion and retait deposit volumes $3 million although spreads have remained under
pressure.

Cperating expenses improved by $10 million or 5% due to the continued success of our cost reduction programs.
Had debts increased $22 millicn or 26% as a result of additional porifolio growth requiring increased dynamic

previsioning, particularly in higher risk cards and personal loan portfolios.

1. This includes equify access and securffised loans.
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4.1.3 Consumer Products (Continued)

Key Business Drivers

$bn Deposit Ouistandings Mortgage Outstandings
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Business Developments

The performance of our Australian consumer product portfolic year on year refiects strong growth within our
home lending and retail deposit portfolios, coupled with growth in our credit cards.

Home lending continues to be the predominant driver of growth, with overall growth in outstandings of
$11 billion (18%) on the prior corresponding period in a highly competitive marketplace. Growth has been
evenly spread across cur three home loan segments, with the '‘Rocketl’ loan product suite the predominant
driver contributing $8 billion or 71% of the total growih.

We continue o experience strong volume growth in our retail depoesit bock, led by the “CMA Investor Option”
product ($4 billion, 67%} and Term Deposits (84 billion, 20%) on the prior corresponding period. This growth
has been driven by investors seeking safe investment alternatives.

Our credit card portfolio has undergene a pericd of consolidation following the demise of Giobal Rewards and
the subsequent faunch of the Altitude rewards program. The continued refinement and introduction of new and
improved benefits into the program has seen our market share stabilise and we have maintained our number
two ranking in the credit card markat.

Consumer detinguencies on unsecured consumer lending have increased slightly on previous results. The
quality of mortgage portiolio is outstanding and shows no signs of sfress.
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4.1.4 Business Products

Austratian Business Products includes business lending, deposit and transaction accounts, and working capital
activities. Sales and service commissions passed to the distribution businesses are recorded as a charge against
non-interest income. Bad debt expenses are carried by the distribution business.

% Movt % Mov't
Half Year Half Year Half Year Sep 02-  Mar 062~

$m March 03  Sept 02 WMarch 02 Mar 03 Mar 03
Net interest income 483 427 4 & 15
Nen-interest income {238} {208} {188) {14} {27)
Operating income 225 219 213 3 6
Operating expenses {144} {141} {133) {2} {3)
Core eamings 81 78 80 4 1
Bad debis - - - - -
Cperating profit before tex 81 78 80 4 1
Tax and outside equity interests {25} {24) {25} {4) -
Cash earnings 58 54 55 4 2
Goodwill amortisation {1} {1} {1} - -
Profit on operations 55 53 54 4 2
Economic profit 44 44 47 ~ {6)
Expense to income ratio 54 0% 64 4% 62 4% 40bps  -160bps
$bn $hn $bn
Deposits and other public borrowings 211 20.8 19.9 1 6
Net icans and acceptances 28.4 251 223 i3 27
Total assets 29.5 26.6 24.7 11 18

Financial Performance

First Half ‘03 — First Half ‘02

Business products contributed $56 mitlion cash samings for the half vear, an increase of $1 million or 2% relative
to the prior corresponding pericd.

Cperating income increased by $12 million or 8%. The key driver of this result was growth in portfolio

outstandings. In particular:

+ our eguipment finance book has been re-built to 70% of its pre-sale size through strong sales and customer
retention activities; and

¢ an increase in the prosperity of small and medium businesses to fund growth through increased lending has

seen the portfolio rise over the period. Residential-backed business lending was particularly strong, and is
poputar with Small and Medium Enterprises.

Operating expenses increased by $11 million or 8% due to an additional investment of $6 million related to
building our penetration of targeted SME sectors for growih in both egquipment finance and merchants acguiring
businesses. This investment has increased sector penetration by 13%.

First Half ‘03 — Second Half 02
Cur cash eamings increased $2 million or 4% on the previous half year.

Cperating income increased by $6 million or 3% due to similar reasons as the prior corresponding period.

Cperating expenses increased by $3 million or 2% due to the impact of additional operational costs associated
with a higher number of business toans written in this period.
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4.1.4 Business Products {Continued)
Key Business Drivers
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Business Developments

+ Following the completion of the AGC sale in May 2002, $3.6 billion of the equipment finance portfelio has
keen rebuilt. We have succeeded in mitigating any potential loss of customers due to the sale and the portfolic
continues to exceed our expectations both in terms of growth in outstandings and revenue generated.

« Business Deposits have grown by $0.4 billion or 2% relative to the prior corresponding period.
« Our Business Lending portfolio grew $2.2 billion or 10% on the prior corresponding period.

« Through actlive targeting of SME’s, our merchants business has continued to grow relative to the first half of
2002, The number of terminals has grown to 78,000 or by 13% and the turnover per terminal has increased
8%.

« Our business products won four gold medals at the Personal Investor Financial Services Awards, and
Westpac won Business Lender of the Year for the 2™ consecutive time. CFO Magazine also awarded us
Business Bank of the Year.
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4.2 BT FINANCIAL GROUP

The BT Financial Group (BTFG}, our newly named wealth management business, designs, manufactures and
services financial products that enable customers to achieve their financial goals through the accumulation,
management and protection of personat wealth. These products include managed investments, life insurance,
superannuation, margin lending, administration platforms (Wrap and Corporate Superannuation) and discount
breking. Distribution of Wealth Management products is conducted through our Australian and New Zealand
consumer distribution businesses and an extensive range of independent financial advisers.

At 30 September 2002 we changed our accounting policy in respect of our wealth business with the adoption of
accrual accounting to standardise accounting treatment across recent acguisitions and to provide more
transparent information consistent with the underlying performance of the business. All comparative periods have
been restated, to take account of the impact of the change in accounting policy, consequently, these results
canriot be compared with pricr year disclosures.

Refer to section 5 for a more detailed analysis of BTFG's performance.

% Movt % Mov't
Half Year Half Year Half Year Sep 02-  Mar 062~

$m March 03  Sept 02 March 02 Mar 03 Mar 03
Net interest income 39 14 15 179 160
Nen-interest income 264 155 154 70 71
Opersting incomns 303 189 169 78 79
Operating expenses {192} {107} {77} {78} {148)
Core eamings 111 B2 g2 78 21
Bad debis - - - - -
Cperating profit before tax 11t 82 g 79 21
Tax and outside equity interests {25} {12} {14} {108) {79)
Cash earnings 86 50 78 72 10
Goodwill amortisation {28} {2} {2} farge large
Profit on operations 58 48 76 21 {24)
Economic profit B 18 57 {58} {36)
Expense to income ratio B83.4% 83.3% 45 8% -10bps large
$bn $hn $bn
Total assets 13.8 9.1 g7 48 40
Funds under management 43.3 33.8 24.9 28 74

Financial Performance

During the period under review, the wealth management business recorded two significant acquisitions. On
1 June 2002 Rothschild Austratia Asset Management {RAAM) was acquired, foliowed by the purchase of the BT
Funds Management business {BTFM) on 31 October 2002,

First Half ‘03 — First Half ‘02
BTFG contributed $86 million cash earnings, an increase of $8 million relative to the prior corresponding pericd.

Cperating income increased $134 million compared with prior corresponding period principatly as a resuit of the
acquisition of RAAM and BTFM.

The increase in operating expenses of $115 million in the 31 March 2003 half year is atiributable to the recent
acqulisitions {net of realised cost synergies).

The increase in goodwill amortisation is atiributable to the acquisiion of RAAM (38 million} and BTEM
{$18 million).

Cur expense to income ratio has increased as a conseguence of the acquisition of RAAM and BTFM, where the

differing business mix resulted in a higher ratio than our legacy business. The continuing realisation of integration
synergy benefits will drive a marked improvement in the ratio over time.
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The integration of the acguired businesses with our legacy Wesipac wealth management operations is
progressing ahead of expectations, with strong progress in all areas. Synergy expectations assumed at the time
of the acguisition are being exceeded, delivering more favourable financial benefits than initially anticipated.

First Half ‘03 — Second Half ‘02
Cash earnings increased $36 million or 72% on the previous half year.

Operating income increased $134 million. Significant items impacting this result include:

« the increase in operating income as a resuit of the above mentioned acquisitions is approximately $119 million
in the 31 March 2803 half year; and

« 33 million write-down of investment in Hartleys to market value as at 31 March 2003 and $16 million i the
previous half year.

tinderlying non-interest income is in line with increases in funds under management and administration.

Operating expenses have increased $85 million as compared to the previous half year as a consequence of the
recent acquisitions, net of cost synergies that have been realised as part of integration.
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4.2 BT FINANCIAL GRCOUP {Continued)
Key Business Drivers
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Business Developments

¢ Platform Funds Under Administration (FUA) includes the following products: Personal Portfolic Service,
Personai Portfolio Management, Wrap and Corporate Super, and is consistent with the classification adopted
by ASSIRT. The acquisition of BT+M's Wrap and corporate super businesses on 31 October 2002 significantly
strengthened Wesipac's product offering in this area. Quarterly market share statistics released by ASSIRT at
December 2002 in the platform category reported assels administered by BTFG at $15.3 billion ranking it
fourth in size and equatl first in net quarterly inflows.

+ The addition of RAAM and BTFM businesses to Wesipac's retail Funds Under Management (FUM) base saw
a marked increase in retait FUM. As anticipated, net retail outflows over the past six months, combined with
continued declines in the investment markeis have seen an overall contraction in retail FUM. While our
competitors have also been affected by market conditions, the impact on BTFG has been compounded by
cautionary ratings applied by research houses and asset consultants to producis following the recent
acqguisitions. BTFG is in discussions with the research houses and asset consuliants to explain how the
investment process has been enhanced and expects gradual improvements in ratings over time.

¢ Australian and New Zealand in-force premiums have continued to grow strongly with 28% growth on the prior
corresponding period and 13% growth on the previous half year. The latest Australian market share statistics
compiled by DEXXR for the twelve months to 30 September 2002 indicate that the life risk insurance business
gained 11.8% of all new lump sum business, up from 7.8% for the same period in 2001, and gained 9.7% of
niew individual {ife rigk business {ranking fifth}, up from 8.4% in 2001.

+« The combination of Westpac's margin lending portiolic with the BT portfolio has dramatically increased the
scale and product features offered to a wider customer base. As at 31 December 2002 Reserve Bank of
Australia {RBA) statistics report BTF&'s margin lending outstandings as 15.6% of the total market compared
to 5.7% at 30 September 2002 and 8% at 31 March 2002 for our legacy margin tending business.
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4.3 WESTPAC INSTITUTIONAL BANK

Our institutionat bank meets the financial needs of corporations and institutions either based in, or with interests in
Australia and New Zealand. We also provide certain services to middle market business banking custemers in
Austratia and New Zealand.

% Mov't % Mov'i
Half Year Half Year Half Year Sep 02-  Mar 02-

$m March 03  Septd2 March 02 Mar 03 Mar 03
Net interest income 298 240 240 24 24
Non-interest income 261 215 264 21 {1}
Operating income 559 455 504 23 11
Operating expenses {233} {202} {208} {15) {13}
Core eamings 326 253 298 29 g
Bad debts {43} {45} {94} 4 54
Operating profit before tax 283 208 204 36 39
Tax and oulside equily interesis {803 {58} {80} {38) -
Cash earnings 203 150 124 35 64
Goodwill amortisation {1 - - n/a n/a
Profit on operations 202 150 124 35 63
Economic profit 125 5 49 67 155
Expense to income ratio 41.7% 44.3% 40 8% 2680bps -90bps
$hn $bn $bn
Deposits and other public borrowings 1.7 12.0 10.0 {3} 17
Net loans and acceptances 224 215 18.3 4 16
Total assels 50.2 48.1 42.2 2 19

Financial Performance

First Half ‘03 - First Half ‘02

The institutional bank produced a strong result underpinned by continued growth in customer business and a
significantly improved financial markets performance. Cash earnings rose $7% million or 84% on the prior
corresponding period.

Net interest income growth of $58 million or 24% was generated through a combination of 16% growth in net
loans and advances, the addition of high margin structured finance deals, and the net interest component of
improved financial markets income. Non-interest income was steady and included $7 million from Hastings Funds
Management Limited in which a controfiing interest was acquired (51%) on 16 October 2002,

The $27 million or 13% increase in expenses largely refiects investment in business systems, growth in variable
personnel costs, increased share of corporate overhead and $4 million from Hastings.

An overall improvement in the credit quality of the loan portfclio resulted in a significantly reduced bad debt
charge. Increased provisioning associated with growth in customer net loans was largely offset by the full
recovery of several previously impaired loans.

Economic profit recorded significant growth of $76 million or 158% as a result of strong underlying business
performance with relatively flat capital usage.

First Half ‘03 - Second Half ‘02
The strong performance in this half was further demonstrated by the growth in cash earnings of $53 million {35%)
and economic profit growth of $50 million {87%), evidenced by a strong improvement in ROE refative to the cost

of equity.

Net interest income was up $58 million or 24% due to similar factors mentioned above. A significantly improved
financial markets performance delivered strong non-interest income growth of $46 million or 21%.
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4.3 WESTPAC INSTITUT!ONAL BANK (Continued)
Key Business Drivers
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Business Developments

« Continued focus on better understanding and servicing corporate and institutional customers has resuited in
growth in net loans and acceptances and healthy increases in financial market product customer volumes,
particularly in interest rate products.

+ [Financial market product income increased by 17% over the prior corresponding period and 81% over the
preceding six month period underpinned by the return to more normal trading profits from the previous half
and higher customer flows. Increased volumes in foreign exchange over the twelve menth period, together
with strengthened market share, positively offset margin compression.

« Total committed exposure to investment grade counter-parties was steady at 81% of total committed
exposures. Total committed exposure to the property and energy industries has increased over the pericd.
Growth in listed property trusts is the major driver of the increase in the property industry total committed
exposure. In the energy industry, all new lending has been fo Austraiian and New Zealand utilities. Of this
increase, 40% is in the form of bridging or underwriting facilities to acguire regulated distribution and
transmission business following the exit of US utilities from the market.

« LUpgrades and repayments have resulted in impaired assets reducing 38% on the prior corresponding period
and 22% on the preceding six month pericd.

1. interest rate producits includes interest rate derivatives and secondary markets activify in debt securities, but excludes
primary markets activity.
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4.4 NEW ZEALAND - BANKING

Our New Zealand Banking operations provide banking and wealth management products and services to New
Zealand consumer and business customers. The table below shows the results of our New Zealand banking and
commercial banking operations and our Westpac Investment Management business. The resulis do not include
the performance of our New Zealand Institutional Bank, our New Zealand Life Company or BTNZ. All figures are
Australian dollar {AUD) except for local currency movements as noted. Comparatives are reported on an ongoing
basis {ie. excluding 2002 AGC earings).

Local ecy Locat cey
% Mov't % Mov't % Mov't % Mov't
Half Year Half Year Half Year Sep 02- Mar02- Sep 02~  Mar 02-

$m March 03 Sept02 March 02 Mar03 Mar03 Mar03 Mar03
Net interest income 348 328 288 5 20 o 15
Non-interest income 158 147 140 7 13 3 g
Operating income 504 476 428 (4] 18 1 13
Operating expenses {241} {214) {228} {13} {8} {7} {1}
Core eamings 283 262 2008 G 3z {3} 26
Bad debts {22} {18} {30 {38} 27 {289} 31
Operating profit before tax 241 248 170 {2} 42 {8} 37
Tax and oulside equily interesis {80} {78} {60} {1} {33} 4 {30}
Cash earnings 161 1867 110 {4} 46 {6} 40
Goodwill amortisation {18} {18} {18} 5 - - -
Profit on operations 143 148 g2 {3} 55 {7} 48
Economic profit 80 87 31 {8} 158 {10} 150
Expense to income ratio 47 B% 45 0% 53.3% -280bps 550bps  -250bps 560bps
$hin $bn $hn
Deposits and other public borrowings 152 14.2 13.0 7 17
Net loans 21.2 18.9 17.4 12 22 5 g
Total assets 22.3 19.9 18.5 12 21 5

Financial Performance (local currency)

First Half ‘03 - First Half ‘02
New Zealand cash earnings increased 40% on the prior corresponding period driven predominantly by strong
lending growth and a growing share of an expanding housing market and of the business and agri-markets.

Operating income increased 13%, with net interest income increasing 15%, due to strong lending growth in
consumer and business lending and increased deposit velumes. We have regained our natural market share in
home loan growth of 20% over the year. Nen-interest income also increased 9%, maindy due to higher transaction
volumes and a more effective focus on fee collection.

Operating expenses were held fiat, and this combined with strong income growth, drove the expense to income
ratio down 550 bps to 47.8%.

Bad debits reduced by 31% despite strong asset growth, due to increased recoveries in the first half of 2003,

First Half ‘03 — Second Half ‘02
Cash earnings reduced on the previous half, due to increases in one-off expenses as a result of the Auckland
head office relocation and rebranding to Westpac.

Operating income overall increased 1% on the previous half. The positive effects of strong lending and growth in
deposit volumes have been offset by margin compression in retait products. This has seen flat net interest income
relative to the previous half year. Non-interest income has increased 3% over the previous half year, a
continuation of the growth experienced in transaction volumes and fee collections in 2002,

Asset growth has driven the 29% increase in the charge for bad debits through the effect of up-front dynamic
provisioning charges, partially offset by the impact of increased recoveries.
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4.4 NEW ZEALAND {Continued)
Key Business Drivers
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Business Developments

+ The drive for a bigger share of the Auckland market has been the focus of the first half of 2003. Key head
office functions have been moved to Auckland and the New Zealand business has been rebranded from
WestpacTrust to Westpac.

+ Increasing the focus and effectiveness of the sales force and boosting the number of mobile morigage
managers has enabled us to focus on the key market segments where we were under performing. We have
also begun a customer service campaign in line with the Australian businesses.

« The results of these programs are being reflected not only in both improved financial perfermance, and other
key performance indicators. In particular, customer satisfaction has improved, our market share is growing in
key segments, and the number of online customers continues to rise.

+ Along with specific Auckland focussed initiatives, the recent surge in property activity in that region and our
ability to capture growth greater than our natural market share has contributed to an improved share of
Auckiand wallet.

« Credit quality remains scund with delinguencies refatively flat over the period. Cusrent housing delinguencies
run at £.23% of the total residential portiolio by value, which is in line with the industry average.

1. Zhare of wallef: Share of afl the doflars in New Zealand financial insHitutions. Wallet includes all balance sheet products
fexcept revolving credit), personne! superannuation, unlt frusfs/managed funds and credit cards.
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The following results have been presented on a management repeorting basis. Internal charges and transfer
pricing adjustments have been included in the performance of each business area reflecting the management of
our business, rather than its legal structure. Consequently, these results cannot be compared directly to public
disclosure of the performance of individual legal entities.

At 30 September 2002, we adopted accrual accounting for our wealth management business to standardise our
acceunting treatment across recent acquisitions, and to provide more transparent information consistent with the
underlying performance of the business. Comparative data has been restated, consequently, these resuits
cannot be compared with prior year disclosures.

Where the management reporting structure has changed or where accounting re-classifications have been
made, comparatives have been restated and therefore differ from results previously reported.

5.1 TOTAL FUNDS MANAGEMENT AND LIFE INSURANCE RISK

The performance of BTFG is summarised below by its three main segments: Funds Management, Life Insurance
Risk and Gther, and on a geographical basis where material.

% Mov't % Mov't
Half Year Half Year Half Year Sep 062-  Mar 02~
Profit on Operations $m March 03 Sept 02 AMarch 02 Mar 03 Mar 03

Funds management 54 45 53 20 2

Life Insurance Risk

Australia 21 22 18 {5) 31
New Zealand g 8 g 13 -
30 30 25
Core Performance 84 75 78 12 8
Other {26} (27 {2} {4) large
Total profit on operations 58 48 76 21 {24}

The following table shows the consolidated half year resuits for our Australian and New Zealand Funds
Management, Life Insurance Risk and Other businesses.

% Mov't % Mov't
Half Year Half Year Half Year Sep 062-  Mar 02~

$m March 03 Sept 02 March 02 Mar 03 Mar 03
Net interest income 38 14 15 179 160
Non-interest income 264 155 154 70 71
Operating income 303 1688 189 78 79
Non interest expenses {192} {107} {77} {78) {148}
Core eamings 111 82 92 78 21
Bad debts - - - - -
Operating profit before tax 111 82 92 7% 21
Tax and outside equity interests {25} {12} {14} {108) {79}
Cash eamings 86 50 78 72 1o
Goodwill amortisation {28} {2) {2} large large
Profit on operations 58 48 78 21 {24}
Economic profit 8 18 57 {58) {87}
Expense to income ratio 63 4% B83.3% 45.6% -10bps large
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Operating income ¢an be reconciled to the net life risk insurance and funds management income are disclosed in
section 6 table 6.1, Statement of Financial Performance, and Note 5, Non-Interest Analysis as follows:

% Mov't % Mov't
Half Year Half Year Half Year Sep 062~  Mar02-

$m March 03  Sept 02 March 02 Mar03 Mar 03

Operating income {from previous page) 303 169 189 78 79
Commission expense 59 83 57 {6) 4
Transfer pricing - cost of distribution 28 18 14 61 107
Transfer pricing - cost of funds 4 35 {10} {89} {140}
Intercompany consolidation eliminations {19} {3} {12} 533 58
Policy holders tax recoveries {19} B81) 14 {68) {238}
Embedded value uplift {and slimination) - {202} B0 n/a /g

Total non-itterest wealth management income 357 19 292 large 22

The reconciliation above adjusts management reporting income for various items, which are:
« included for statutory reporting purpeses (policyholder tax recoveries in accordance with AASB1038, Life
insurance Business and embedded value uplift); and

« excluded for statutory reporting, but included for management reporting purposes to give a better reflection of
the businesses performance.

Other

On 8 April 2003 we announced that we had brought to the attention of the New Zealand Securities Commission
an apparent technical non-compliance by BT Funds Management (BTFM) with New Zealand securities
regulations. This involved the late filing by BTFM of documents required to be lodged with the New Zealand
Registrar of Companies. This non-compliance occurred prior to the acquisition of BTFM in October 2002,

We have a specific indemnity from the Principal Financial Group for this issue. It is not expected that we will
experience any material financial cost arising from these circumstances.
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5.2 FUNDS MANAGEMENT BUSINESS

Funds management includes product management, product administration, product and platform intermediary
distribution, investment management, margin lending and discount broking.

% Mov't % Mov't
Half Year Half Year Half Year  Sep 02- Mar 02-

$m March 03  Sept 92 March 062 Mar 03 Mar 03
Net interest income 38 25 23 44 57
Non-interest Income 240 150 137 80 75
Gross operating income 278 175 180 58 73
Commission expense {40} {41} {38} 2 {3}
Operating income 238 134 121 76 85
Non-interest expenses {158} {84} {58} {101} {191}
Operating profit before tax BY 50 63 34 [
Tax and outside equity interests {13} {5} {10} {160} {30}
Cash eamings 54 45 53 20 2
Goodwill amortisation - - - - -
Operating profit after tax 54 45 53 20 2
Expense to income ratio 71 8% 82.7% 47.9%  -B90bps large

Financial Performance

The result for the funds management business must be reviewed in the context of the acquisition and integration
of RAAM from June 2002 and BTFM from November 2002,

The increase in net interest income relative to the prior corresponding period and the previous half year is targely
attributable to the acquisition of BT's margin tending business. Loan outstandings have grown to $1.5 billion at
31 March 2003 from $0.5 billicn at 31 March 2002 and $0.6 billion at 30 September 2002,

Non-interest income growth is consistent with the increase in funds under administration as a result of the
acouisitions {refer to the table on the following page). Non-interest income atiributable to the acquired
businesses is approximately $127 million for the six months ended 31 March 2003 and $29 miliion for the
previous half. In addition, a change in methodelogy for receiving income from Westpac's internal distribution
channels, has resuited in a $8 million decrease in non-interest income in the six months to 31 March 2003
relative to the prior corresponding period, and a decrease of $8 million relative to the previous half year.

Commission expense for the half year ended 31 March 2003 includes $12 million in respect of the acquired
businesses and a higher proportion of trait commisgsion than the legacy business. Commission expense for the
prior corresponding peried and the previous half year largely reflects flat retail sales volume. Retail sales totalled
$2 biftion for the prior corresponding period and $2.7 billion for the previous half year.

The increase in operating expenses as a result of the acquisitions is approximately $118 million in this half vear
and $25 million in the prior period reflecting acquired costs less integration synergies.

Effective tax rate reflects the benefit of tax transitionai arrangements for products booked within life company
legal entities.

35



\I' ‘Av::tt:"aa}?a’s First Bank

BT FINANCIAL GRCUP Half Year Profit Announcement 2003

Movement in funds under management (FUM)

FUM BT FUM FUM % Mov't % Mov't

Sept Net at Other Mar March Sep 02- Mar 02~

$bn 2002 Sales Redns Inflows a{:q‘n“ mov't’ 2003 2002 Mar 03 Mar 03
Retail’ 208 26 {5.8) 3.0} 11.8 {1.4) 28.3 16.0 36 Firg
Wholesale 118 35 {3.6) (@1} 17 {0.9} 12.3 7.4 i} 68
Australia 324 B.1 {8.2) 3.1} 13.6 {2.3} 408 234 25 74
New Zeatand’ 1.4 0.4 {0.5) (@1} 13 0.1 2.7 1.5 893 80
FUM 338 5.5 {8.7) {3.2} 14.9 (2.2} 43.3 24.9 28 74
FUA? 3686 8.8 {10.3) 1.5} 22.0 (2.7} 54.4 28.1 49 94

1. Retail FUM will not reconcile fo ASSIRT as Refall FUM includes mezzanine funds and the personal portfolio management
product.

2. Wesipac Banling Corporalion and BTFG.

3 Includes Wrap and Governance Advisory Service.

4, BTFM have been included in the movement fable af acquisition date. All sales and redemplions post acquisition have bean
recorded under their respective headings.
& ‘Other movement’ primarily reflects the impact of market movement on the underlying FUM.
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5.3 LIFE INSURANCE RiSK BUSINESS (EXCLUDES GENERAL INSURANCE)
The life insurance risk business result hias been determined on a Margin on Service basis.

% Mov't % Mov't
Half Year Half Year Half Year  Sep 02~ Mar 02-

$m March03  Sept02 March 02 Mar 03 Mar 03
Net interest income - - - - -
Non-interest Income 82 G2 64 {11) 28
Gross operating income 82 gz 64 {11) 28
Commission expense {19} {22} {18} 14 {6
Operating Income 83 70 46 {10) 37
Non-interest expenses {23} {23} {18} - {21)
Operating profit before tax 46 47 27 {15) 48
Tax and outside equily interests {10} {17} {2} 41 {400}
Cash eamings 30 30 25 - 20
Goodwill amortisation - - - - -
Profit on operations 30 30 25 - 20
Expense to income ratio 38.5% 32.9% 41.3%  -360bps 480bps

Financial Performance

For the half year to 31 March 2603 the life insurance risk business contributed $82 million in non-interest income,
net of compensation for internal distribution. This represents an $18 million increase relative to prior
cosresponding period, but a decrease of $10 million compared to the previous half year. The increase over the
prior corresponding period was driven by the growth in in-force premiums. The decrease on the previous half was
partiaily due to adjustments relating to a $4 million increase in internal compensation payments.

Commission expense is driven by sales experience. Life insurance risk sales of $31 million have been reported
for the half year ended 31 March 2003. This compares favourably with sales of $30 million for the pricr period
and $28 million for the prior corresponding period.

Non-interest expenses have remained steady in half year to 31 March 2003 despite significant increases in new
business.

Movementis in in-force premium for risk business

In-foree Inforce In-force % Mov't %% AMov't

Sept Net Other Mar March Sep 02- Mar0Z -

$m 2002 Sales Lapses Inflows mov't 20603 2002 Mar03 Mar 03

Australia 169.7 318 {158} 158 9.1 194.6 1481 15 31
New Zeatand 32.8 50 {2.8} 2.1 0.0 34.9 315 i} 11
Total in-force premiums 202.5 BB (187N 17.9 8.1 229.5 1786 13 28
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5.4 OTHER BUSINESS

Other business includes earnings on capital and other investments, and amortisation of goodwill on acquired
businesses.

% Mov't % Mov't
Half Year Half Year Half Year Sep 062~  Mar 02~

$m March 03  Sept 02 March 02 Mar 03 Mar 03
Net interest income 3 {11} {10} 127 130
Non-interest Income 1 {24} 12 104 {92}
Gross operating income 4 {35) 2 111 100
Commission expense - - - - -

Operating income 4 {35} 2 111 100
Non-interest expenses - - - - -

Operating profit before tax 4 {35} 2 1119 100
Tax and outside equity interests {2} 10 {2} {120) -

Cash eamings 2 {25) - 108 n/a

Goodwill amortisation {28) {2} {2} large large

Profit on operations {26} {27} {2} {4} large

Expense to income ratio n/a n'a nla

Financial Performance

Other business contributed $4 million in operating income for the half vear to 31 March 2003, an increase of

$2 miilion relative to the prior corresponding period and an increase of $38 million relative to the previous half

year. This result was driven by a number of one-off items that do not represent the usual operations within the

BTFG business:

« 33 million write-down of investment in Hartleys to market value in the 31 March 2003 half year and $16 million
in the previous half year; and

« 35 million relinquishment of the management rights to our property trust in the prior corresponding pericd.

Adisting for these items operating income has increased $10 million in the half year to 31 March 2003 relative to
the prior corresponding period and increased $26 million relative to the previous half year. The growth in the
cusrent period earnings is in part attributable to an improvement in investment returns for capital.

The increase in goodwill amortisation is attributable to the acguisition of RAAM (38 million) and BTEM
{$18 million). Goedwill has only been atiributable to RAAM since a corporate restructure, on 30 September 2002,

Effective tax rate {net of permanent differences) has remained steady at 30% for all periods.
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55 EMBEDDED VALUE AND VALUE OF NEW BUSINESS
Embedded Value and Value of New Business - BTFG

The foliowing table shows the embedded value and value of new business for the funds management and life
insurance risk businesses, excluding discount broking and New Zealand life insurance.

The embedded value and value of new business have been calculated using assumptions consistent with the
best estimate assumptions used in calculating Margin on Services policy liabilities at 31 March 2803. The risk
ciscount rate used was the yield on 10-year government bonds plus 2 margin of 5.5%. Franking credits have
been valued at 70% of face value.

Sm

Ag at 31 March 2063

Net assets’ 1,043
Value of in force business’ 820
Embedded Value 1.872
Change in embedded value since 30 September 2002 259
Analysis of Movement since 30 September 2002

Profits” 3
Capital Movements &4
Dividends Paid {138}
Acquisitions of Business” 111
Change in Net Assets 132
Acquired value of in force business 173
Embedded value uplift® {46}
Change in embedded value 258
Value of new business (8ix months to 31 March 2003) 38

The valuation has resulted in an increase to embedded value of $259 million since 30 September 2002, The
main components of the increase comprise;

« acqguisition of the BT business in October 2002;
« inclusion of Westpac's margin lending business;
« increase in net tangible assets of $132 mitlion; and

« embedded value reduction of $46 million that reflects lower than previously assumed investment returns and
business performance during the pericd.

Embedded Value and Value of New Business - BTFM

At acquisition, the purchase price for BTFM of $800 million equated to 81% of its assessed vaiue including
expected synergies.

From the date of acquisition, experience has been in line with valuation assumptions with the exception of the
low returns on Australian and international equities. This includes new business volumes, where the value of new
business in the period was $0 miltion.

Since acquisition, additional total synergy benefits of $51 million per annum have been identified. One-off costs
of $42 million will be incurred to extract the additional synergies. The present value of the additional synergies,
after aliowing for the one-off costs, is $328 million, taking the total value of identified synergies to $745 million.
The value of future synergy benefits has not been included in either the embedded value caiculation or the value
of new business. Over time the value of future synergy benefits will be recognised in both the embedded value,
and the value of new business, as the cost savings and revenue benefits materialise.

1. The split of embedded value behween net assets and value in force business af 30 September 2002 has been restated so
that net assels represent shareholders net tangible assels rather than excess over capifal requirements,

2. Profifs represert the legal entity profifs of the relevant wealth management entifies and do nof reflect any management
accounting adjustments,

3 MNet assels of the acquired business exclude any goodwilf companent.
4. Mo value of synergies have been included in the embedded value calculation above,
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The following table shows the embedded value of the BTFM business together with the value of future synergy
benefits.

Value of tuture

Net Value of In-force Embedded Synergy Total
$m Assets Business Value Benefits Value
Value as at 31 March 2003 145 130 275 745 1,020

The difference between managements’ assessed value of BTFM at acquisition and the embadded vaiue plus the
value of future synergy benefits can be atiributed to the value of future new business.
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6.1 STATEMENT OF FINANCIAL PERFORMANCE

% Mov't % Mov't
Half Year Half Year Half Year Sep 02- Mar02-

$m Note March 03  Sept 62 March 02 Mar 03  Mar 03
Interest income
Deposits with other financial instifutions 140 118 &1 18 54
Investment and frading secwrities 325 310 304 5 7
Regulatory deposits 2 3 5 {33} {60}
Loans and other receivables 4,408 4,184 4,204 5 5
Interest income 4,875 4,616 4,604 1 ]
Tax equivalent gross u,r:r1 88 72 87 38 48
Interest income {inchiding gross up) 4,873 4,688 4,671 ] ]
Interest expense
Current and term deposits {2,180} {1,903} {1.687} {15} {28}
Public borrowings - {28} {124} n/a n/a
Deposits from other financial institutions {76} {79} {100} 4 24
Loan capital {80} a7} {104) 18 23
Other fiabilities {431} {456} {4886 5 11
Interest expense (2,767} (2,563} (2,511} (8) {10)
Net interest income {including gross up) 3 2,206 2,125 2,160 4 2
Non-interast income
Fees and commissions received 1,220 1,164 1,133 5 8
Fees and commissions paid {344) (278} (282} {24} {22}
Proceeds from sale of assels 251 2,858 7368 {91} {66}
Carrying value of assets sold {241} {2.071) {689} a8 85
Net life insurance and funds management income 357 18 282 farge 22
Other non-inderest income 186 {76} 172 345 8
Total non-interest income 5 1,428 1,616 1,362 {12) 5
Net operating income {including gross up) 3,635 3,741 3,522 {3) 3
Operaling expenses
Sataries and other staff expenses {898} {1.006} {823) 11 {9}
Equipment and ocoupancy expenses {298} {298} {281} 1 {2}
Other expenses {663} {852} {825} 22 {6}
Total operating expenses B (1,857) (2,1586) {1,739} 14 {7
Operating profit before goodwill amortisation and
bad and doubtful debts 1,778 1,585 1,783 12 {1}
Goodwill amortisation {78} {51} {40} {53} {59}
Operating profit before bad and doubtful debis
{including gross up) 1,700 1,534 1,734 11 (2)
Bad debis 20 {214} {190} {271) {13} 21
Profit from ordinary activities before tax expense
(including gross up) 1,486 1,344 1,463 11 2
Tax equivalent gross up' {88} (72 (87} (36} {46}
Profit from ordinary activities before tax expense 1,388 1,272 1,386 L (1)
Tax expense 7 {333} a5} {378) {251} 11
Net profit attributable to cutside equity interests {4} {3} {2} {33} {100}
Net profit attributable to equity holders of Westpac
Banking Corporation 1,051 1,174 1,018 {10) 3

1. We enfered into tax effective financing fransactions that derive Income subject 1o either a reduced or zero rate of income
tax. The impact is reflected in lower income tax expense and interest income. To provide comparabilify this income is
presented on a fax equivalent basis.
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6.2 STATEMENT OF FINANCIAL POSITION

% Mov't % Mov't
As at 31 March 30 Sept 31 March Sep (02- Mar 02~
$m Note 2003 2002 2002 Mar03 Mar03
Agsets
Cash and balances with central banks 1,824 16869 2,127 15 {10)
Due from other financial institulions 5010 5242 5837 {4} {16)
Trading securities 7817 10,843 10,014 {28} {24}
Investment securities 4,265 3313 2,751 29 55
Loans 10 149800 135870 133282 10 12
Acceptances of customers 3,883 4 788 4,793 {189} {19)
LHe ingsurance assels 9,936 7.568 7,843 31 27
Regulatory depasits with central banks overseas 3585 455 452 {22} {21)
Goodwill 2.509 1,754 1,449 48 74
Fixad assets 866 815 931 8 {7}
Deferred tax assets 729 587 445 24 63
Other assets 18,356 18,338 16,187 i} 20
Total assets 206430 191,037 186,192 8 i1
Liabilities
Due to other finandial institutions 3,648 4731 6,887 {23} {47)
Deposits and public borrowings 11 122,028 110,783 109,202 10 12
Debt issues 28764 27 578 24,858 8 20
Acceptances 3883 4788 4793 {19} {19)
Tax liabifities 289 817 B854 {53} {56)
Life insurance policy liabilities 9,348 7183 7.538 31 24
Provisions 447 1.083 1,002 {58} {55)
Other ligbilities 20,012 19,327 16418 4 22
Total liabilities excluding loan capital 188418 178087 171424 8 10
Loan capital
Subordinated bonds, notes and debentures 4,082 3,795 3,848 8 4]
Subordinated perpetual notes 846 717 734 {10} {12)
Total loan capital 4728 4512 4,580 3
Total liabilities 194,146 180,569 176,004 10
Net assets 12,284 10,468 10,188 17 21
Equity
Ordinary shares 3,708 3503 1,784 8 110
NZ Class shares 471 471 482 - {2}
Fixed interest Resetiable Trust Securities {FIRsTS) 855 - - nla a
Trust Originated Preferred Securities (TOPrS™) 465 485 485 - -
Reservas 16 B2 2915 {80} {99)
Retained profits 8,947 5,930 4 548 17 53
Equity attributable to equity holders
of Westpac Banking Corporation 12,262 10,451 10,172 17 21
Qutside equity interests in controlled entities 22 17 18 29 38
Total equity 12,284 10,468 10,188 17 21
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6.3 MOVEMENT IN RETAINED PROFITS

% Mov't % Mov't
Half Year Half Year Half Year Sep 02- Mar 02-

$m March 03  Sept 02 March 02 Mar 03 Mar 03
Previously reported retained profifs at the end of the

previous reporting period 5,930 4,548 4,174 30 42
Change in accounting policy for providing for dividends 551 - - n/a s
Retained profits at the beginning of the half-year 8,581 4,548 4,174 45 58
Net profit attributable to equity holders of Wesipac Banking

Corporation 1,051 1,174 1,018 {10} 3
Aggregate of amounts transferred (to)/from reserves - 880 {2} n/a s
Total available for appropriation 7,832 6,600 5,190 {16} (47}
Dividends provided for or paid B51) {6847} {618} 1 5
Distributions on other equity instruments {34} {23} {25} 48 36
Retained profits at the end of the financial period 6,947 5,930 4,546 17 53

6.4 NOTES TO 2003 INTERIM FINANCIAL INFORMATION

Note 1. Changes in Accounting Policies

New Australian accounting standard AASB1044, Provisions, Contingent Liabilities and Contingent Assets, has
been adopted from 1 October 2002, The initial application of AASB1044 required an adjustment to opening
retained profits in relation to proposed dividends. This resuited in consolidated opening retained profits and
consolidated total equity to increase by $651 million. This amount has subsequently been deducted from retained
profits following the declaration of the final dividend for 2002, The new standard specifically requires that a
provision for dividend can only be recognised i the dividend has been declared, determined or publicly
recommended prior 1o the end of the financial year.

Note 2. Cash Earnings

% Mov't % Mov't
Half Year Half Year Half Year Sep 02- Mar 02-

$m March 03 Septd2 March 92 Mar03 Mard3
Net profit attributable to equity holders of Wesipac Banking

Corporation 1,051 1,174 1,018 {10} 3
Goodwill amortisation 78 51 49 (53) (59}
Embedded value uplift - 48 {48) n/a n/a
Distributions on other equity instruments {34) {23} {25) {48} {36}
Cash earnings 1,085 1,248 996 {12) 10
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Note 3. interest Spread and Margin Analysis

Half Year Half Year Half Year

o March 03 Sept 02 March 02
Group

Interest spread on productive assets 2.40 233 2.82
Impact of impaired loans {0.01} {0.02) {0.02}
Interest spread 2.39 2.31 2.80
Benefit of net non-interest bearing Habilities and equity 0.29 0.39 .30
Interest margin 268 270 2.90
Australia

Interest spread on productive assets 2.28 2.21 2.88
Impact of impaired loans {001} {0.01) {0.01)
Interest spread 2.27 2.20 2.85
Benefit of net non-interest bearing liabilities and equity 0.25 .39 0.28
Interest margin 252 2.59 2.93

New Zealand

Interest spread on productive assets 3.04 3.18 2.93
Impact of impaired loans {0.01}) {46.01) {0.01}
Interest spread 3.03 3.18 2.92
Benefit of net non-interest bearing liabilities and equity 0.46 027 015
Interest margin 3.49 3.45 3.07
Other Overseas

Interest spread on productive assets 0.74 0.43 0.38
Impact of impaired loans - - {0.02}
Interest spread 0.74 0.43 0.37
Benefit of net non-interest bearing liabilities and equity 015 .21 0.29
Interest margin .89 0.64 0.68

Interest spread on productive assets is determined on the basis of the interest spread formula after excluding
non-accrual loans, excluding impaired loans and related interest.

Interest spread is the difference between the average yield on all interest earning assets and the average rate
paid on all interest bearing liabifities net of impaired loans. The benefit of net non-interest bearing liabilities and
equity is determined by applying the average rate of interest paid on all interest bearing liabilities to the average
lavel of net non-interest bearing funds as a percentage of average interest earning assets. The calcuiations for
Australia and New Zealand iake inte account the interest expensefincome of cross border, and intragroup
borrowing/lending.
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Note 4. Average Balance Sheets and Interest Rates

Half Year Half Year Half Year
31 March 03 30 Sept 02 31 March 02
Average Average Average Average Average Average
Balance Interost Rate Balance Interest Rate Halance Interest Rate
$m $m % $m $m % $m $m %
Assets
Interest earning assets
Due from other fin. insts.
Australia 2,833 7 53 2,748 58 43 2.244 34 3.0
New Zealand 1,228 29 47 1,807 30 33 1,629 27 3.3
Other Overseas 1,885 34 38 1.873 30 32 1,691 30 38
Invest & trading securities
Australia 8,134 203 50 9,074 224 48 8232 21 46
New Zealand 880 31 7.0 954 30 63 850 28 8.8
Other Gverseas 3,480 91 52 2,405 56 48 2,701 65 4.8
Regulatory deposits
New Zeatand 1 - - - - - - - -
Other Gverseas 344 2 1.2 398 3 15 440 5 23
Loans & other receivables
Australia 113,808 3,422 8.0 108788 3317 60 103758 3,383 85
New Zealand 28324 1031 7.3 24,284 899 7.4 23,050 808 7.0
Other Overseas 3,218 44 2.7 2,748 32 2.3 3,130 92 59
Impaired loans
Australia 243 4 3.3 327 2 12 351 3 1.7
New Zealand 71 1 2.8 BY 2 46 103 2 39
Other Gverseas 268 4 3.0 278 4 2.8 310 3 1.9
Intragroup receivable
Other Overseas 14,337 193 2.7 14,860 202 2.7 18,818 247 258
Interest earning assets &
interest income 179,165 5188 58 171819 4,880 57 186,307 4,918 59
Intragroup elimination {14,337} {193 {14,880} {202) (16.818) {247}
Total interest earning
assets and interest income 164,828 4,973 6.1 156,759 4,688 6.0 149488 4,671 6.3
Non-interest earning
assels
Cash, due from other fin.
insts. and reg. deposits 2,438 1,916 2,524
LHe insurance assets 16,130 7873 7,639
Other assets’ 21,485 18,690 16,057
Debt provisions
Australia {1,240} {1,327} {1.413)
New Zealand {76} {78} {82}
__Other Overseas {148} {154} (154}
Total non-interest earning
assets 32,598 24,722 24,571
Acceptances
Australia 4716 4,905 10,497
__Other Oversess - - 12
Total assets 202,142 186,386 184,568

1. Includes fixed asseis, goodwill, other financial markeis assefs, fufure Income tax benelit and prepaid superannuation

contributions.
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Note 4. Average Balance Sheets and Interest Rates (Continued)

Half Year Half Year Half Year
31 March 03 30 Sept 02 31 March 02
Average Average Average Average Average Average
Balance Interest Rate Balance Inferest Rate Balance Interest Rate
$m $m % $m $m % $m $m %
Liabilities and shareholders’ equity
Interest bearing liabilities
Depaosits
Australia 84603 160t 38 76675 1,391 38 68873 1177 34
New Zealand 16,281 450 4.7 17,546 395 4.5 18,270 348 4.3
Other Gverseas 10,135 129 28 10,005 117 2.3 9.921 171 35
Public borrowings by subs.
ROFFOWING comps.
Australia - - - 1.058 28 53 4 851 124 51
New Zealand 1 - - 2 - - 4 - -
Due to other fin.insts
Australia 1,850 25 28 1,853 24 2.8 1,823 32 33
New Zealand 286 3 4.1 118 4 6.8 208 4 39
Other Gverseas 2,384 45 3.8 2,828 51 3.8 3,572 84 36
Loan capital
Australia 4,277 78 37 4,438 98 4.3 4 644 102 4.4
New Zealand 45 2 89 43 1 48 41 2 9.8
Other interest bearing liabs
Australia 18,600 333 38 17,860 388 4.1 17,434 356 4.1
New Zealand 484 8 33 141 3 4.2 141 5 7t
Other Gverseas 8,548 80 1.9 8,065 87 2.2 9,387 125 2.7
Intragroup payable
Australia 7,347 98 2.7 7.480 113 3.0 8 852 134 30
New Zealand 6,980 95 2.7 7400 89 2.4 7.966 113 2.8
Interest bearing liabilities &
interest expense 165852 2,880 36 154893 2785 36 154,085 2758 386
Intragroup elimination {14,337 (183} {14.860)  (202) {16,818) (247}
Total interest hearing
liabilities and inferest
expense 161,616 2,767 3.7 140,033 2,563 3.7 137,267 2511 3.7
Non-inferest bearing liabilities
Depasits and due to other
financial institutions
Australia 3874 4,001 3,583
New Zealand 1,080 930 964
Other Overseas 268 258 242
Life ins. policy liabiiities 8618 7438 7.424
Other liabilities' 19,381 18,070 14 608
'!.'otalilrlaon«mt;erest bearing 34,341 30,697 26,802
liabilities
Acceptances
Australia 4,718 4,905 10,497
Other Overseas - - 12
Total liabilities 180,672 175,635 174,578
Shareholders’ equity 10,618 10,269 9511
TOPS 465 485 485
FIRsTS 367 - -
Outside equity interests 26 17 15
Total equity 11,470 10,751 8,891
Total liabilities and equity 202,142 186,386 184,569

1. Includes provisions for dividends, income fax and deferred tax, and other financial market liabilifics.
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Note 5. Non-interest income Analysis

% Mov't % Mov't
Half Year Half Year Half Year Sep 02- Mar 62~
$m March 03  Sept02 March 02  Mar 03 Mar 03
Fees and commissions
Lending fees 385 372 365 {2} -
Transaction fees and commissions received 713 668 847 7 10
Other non-risk fee income 137 113 113 21 21
Fees and commissions paid {344} {278} {282} {24} {22}
Service and managemaent fees 5 5 2 - 150
B76 880 845 [{]] 4
Trading income’
Foreign exchange 123 81 153 52 {20)
Trading securities 18 {8} 7 367 129
Other financial instruments & 2 {14} 200 143
145 77 146 88 {1}
Wealth management income
Life insurance and funds management operating income 357 18 282 farge 22
Other income
General insurance commissions and premiums {net of claims
paid} 38 38 33 - 15
Dividends received 15 14 13 7 15
Lease rentals 4 5 5 {20} {20)
Cost of hedging overseas operations {21) {18} {12} {17} {75)
Net profit on sale of fixed assets and invesiments 10 787 47 {99} (78}
Write-down in invesiment securities - {148} {50} n/a n/a
Other 5 {37} 43 114 38
51 540 79 (92} {35}
Non-interest income 1,429 1,616 1,362 {12} 5

1. MNon-interest frading income is only a componemt of Rnancial markeis overall product income. A more complete picture of

financial markefs product contribution, which Includes nef interest income and non-interest Income, is contained in

secfion 3.2.
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Note 6. Expense Analysis

% Mov't % Mov't
Half Year Half Year Half Year Sep 02- Mar02-
$m March 03  Sept02 March 02 Mar03 Mar 03
Salaries and other staff expenses
Salaries and wages 712 625 625 {14} {14)
Superannuation prepayment adjustment for IAS 18 - 221 - n/a n/a
Restructuring expenses G & 38 {504 Firg
Other staff expenses 177 154 158 {15} {11}
898 1,008 823 11 {9
Equipment and occupancy expenses
Operating lease rentals 117 116 128 {1} g
Depreciation and amaortisation:
Premises 2 2 2 - -
Leasehold improvements 18 15 14 {7} {14)
Furniture and equipment 27 27 27 - -
Technology 37 34 32 %) {16
Computer software 49 62 58 21 16
Etectricity, water, rates and land tax 5 5 3 - {67}
Other equipment and cccupancy expenses 43 37 26 {16} {65)
296 298 291t 1 {2)
Other expenses
Amortisation of deferred expenditure 10 {3} 30 {433) &7
Non-lending losses 31 45 32 31 3
Consultancy fees, computer software maintenance, IT
outsourcing costs and other professional services 289 217 282 {38} {6
Stationery 39 40 46 3 15
Postage and freight 52 52 55 - 5
Telecommunications cost 130 164 73 21 {78)
Insurance 7 8 4 13 {75)
Advertising 43 30 38 43) {10
Transaction taxes 3 {7} 11 (143 73
Training 7 12 7 42 -
Travel 24 25 23 4 {4)
QOutsourcing start up costs written off - 136 - n/a n/a
Integration expenses - 86 - n/a n/a
Other expenses 18 47 23 62 22
663 852 §25 22 {6)
Operating expenses 1,857 2,156 1,738 T4 {7)
Goodwill amortisation 78 51 48 {53} {59)
Total expenses 1,935 2,207 1,788 12 {B)
Expensefincome ratio before amortization of goodwill 51.1% 57.6% 49 4%  850bps  -170bps
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Note 7. income Tax

% Mov't % Mov't
Half Year Haff Year Half Year Sep 02- Mar 02

$m March 03 Sept02 March 02 Mar03 Mar03
Profit from ordinary activities before income fax 1,486 1,344 1,483 11 2
Tax equivalent gross up {98} {72} {673 36 46
Profit from ordinary activities before income fax 1,388 1,272 1,386 g {1}
Prima facie income tax at Australian company tax rate of 30% 418 381 419 g {1}
Addf{deduct) tax effect of permanent differences
Rebateable and exempt dividends {54) {82} {45} {34} 20
Tax fosses and liming differences now tax effected {2} 3t 38 {1086} {105)
Life insurance:

Tax adjustment on policyholders' earnings’ {13} {43} 10 {70} {230}

Adiustment for life business tax rates {9} {19} {8} {53} 50

Change in excess of net market value over net

assets of life insurance subsidiaries - 25 {73 e n/a

(Gain on sale of controlled entities and businesses - {228} - va n/a
QOther non-assessable items {30} {10} {373 200 {19}
Other non-deductible items 24 2t 23 14 4
Adiustment for overseas tax rates 8 23 {4) {65} {300}
Prior period adjustments {8} {8) {18} {25} {63
Other items {1} 2 1 {150} {200
Total income tax expense atiributable fo profit from
ordinary activities 333 95 378 251 (11}
Tax equivalent gross up 88 72 87 36 46
Total income tax expense (including gross up} 431 187 443 158 (3;
Effective tax rate (%) (including gross up) 260 12.4 30.3 134 {4)
Effective tax rate {%) (including gross up
and excluding life company accounting) 30.5 15.2 305 101 -

The tax charge for half year to September 2002 includes the impact of the sale of AGC which was not
assessable. Excluding the impact of this item our effective tax rate was 29%.

1. In accordance with the requirements of Australian accounting standard AASE 1038, Life Insurance Business, our tax
axpense for the year includes a $19 miflion tax credit for income tax on policyholders' investment earnings (881 miflion fax
credit in second fralf 2002 and §14 million fax charge in the first half 2002}, %6 million of which is in the prima facie tax
expense and the balance of $13 milfion shown here.
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Note 8. Dividends

Half Year Half Year Half Year
Cents per share March 03 Sept 02 March 02
Ordinary dividend

Interim {fully franked) 38 - 34

Finat {fully franked) - 38 -

38 38 34

Total dividend provided for or paid’ $m $m $m

Ordinary dividends provided or paid - 847 819

- B47 619

Ordinary dividend payout ratio - reported nef profit 685 86% 55 8% 80.5%

Ordinary dividend payout ratio - reported cash earnings 83.0% 52.3% 81.9%
Bistributions on other equity instruments

TOPrSIFIRsTS distributions provided for or paid 34 23 25

Total distributions on other equity instruments 34 23 25

Note 8. Earnings per Share

% Mov't % Mov't

Half Year Half Year Haif Year Sep02- Maro2-

March 03 Sept02 March 02 Mar03 Mar 03
Earnings {cents} per ordinary share”
Basic 56.0 63.5 548 {12}
Fully dituted® 559 63.4 545 {12}
Cash eamings {cents) per ordinary share 80.3 £68.9 550 {12} 10
Weighted average number of fully paid ordinary shares
{mitlions) 1,815 1,812 1,812 0 0

1. No dividends have been provided for in 2003 due to the adoption of new accounting standard AASE 1044, Provisions,

Confingent liabilifes and Confingent assets.

2. Tols! shares comprise Wesipac ardinary shares issued and NMew Zealand Class shares.

3 Fully difuted earnings per share is calculated affer adjusting for parfly paid shares and opHons oulstanding in accordance
with the revised accounting standard AASE 1027 and comparatives, have been restated. The interim and final dividends for

the New Zealand Class shares are fully impufed.
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Note 10. Loans

% Mov't % Mov't

As at 31 March 30 Sept 31 March Sep(2- Mar(2-
$m 2003 2002 2002 Mar03 Mar03
Austratia

Overdrafts 3,082 3,007 3.01¢8 2 2
Credit card outstandings 4,281 4,131 5,680 4 {25}
Overnight and call money market loans 190 306 188 {38} 1

Owm acceptances discounted * 10,641 13,025 13,157 {18} {19}
Term loans:

Housing 64,682 60,445 55 664 7 18
Non-housing 32,080 23,815 25,083 35 28
Finance leases 1,018 a83 1,683 18 {40}
Investments in leveraged lease and equity lease 8 B 30 13 {70}
Margin Lending’ 1.526 560 550 173 177
Other 1,725 1,642 2,677 5 {36}
Total - Australia 118,214 107,802 108,061 11 10

New Zealand
Overdrafts 880 875 788 13 25
Credit card outstandings 778 712 853 [ {8}
Overnight and call money market loans 988 B854 BG5S 15 48
Term loans:
Housing 13,658 12,219 11,312 12 21
Non-housing 8,590 7.330 6.527 17 32
Finance leases - - 26 n/a n/a
Redeemable preference share finance 3,554 3777 2,791 (3] 27
Other 826 749 821 10 1
Total - New Zealand 28,383 26,516 23,784 11 24
Other Overseas
Overdrafts 158 139 148 14 8
Term loans:

Housing 358 328 270 g 33
Non-housing 1,614 1,608 1,586 0 2
Finance leases 13 14 18 {7} {32}
Other 685 897 1,070 {24} {36}
Total - Other Overseas 2,828 2,886 3,084 {5) {9}
Total gross loans 161,425 137,304 134,939 10 12
Provisions for bad and doubtful debts {1,535) {1,434} {1,657} 7 {7}
Total nef loans 149,890 135,870 133,282 10 12
Securitised loans 3z 4,318 5317 {14} {30}

1. In February 2003, we terminated BTFM's securffisation arrangements which had funded its margin lending porifolio, and
instead funded the margin fending loans on-balance sheet.
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Note 11. Deposits and Pubiic Borrowings

% Mov't % Mov't

As at 31 March 30 Sept 31 March Sep02- Mar(2-
$m 2003 2002 2002 Mar03 Mar03
DEPOSITS
Austratia
Ngn-interest bearing 3,754 38tt 3,878 4 2
Certificates of deposit 19,817 15528 16,885 28 17
Other interest bearing:

At calt 47 255 45124 41,807 5 13

Term 19,858  17.701 15,209 11 28
Total deposits in Australia 90,484 81,981 77577 10 17
New Zealand
Ngn-interest bearing Q28 874 848 [+ 10
Certificates of deposit 2,959 2,908 2,484 2 20
Other interest bearing:

At calt 7,843 7.039 5737 12 38

Term 8,781 8,279 8,308 5 5
Total deposits in New Zealand 20,542 16,100 17,355 & 18
Other Overseas
Non-interest bearing 228 234 199 {2} 15
Certificates of deposit 4,321 2,518 3,064 72 L)
Other interest bearing:

At calt 528 487 530 & {0}

Term 5,924 8,465 6,095 {8} {3)
Total deposits Other Overseas 11,002 8,701 10,788 13 2
Total deposits 122,028 110,762 106,720 10 15
PUBLIC BORROWINGS BY SUBSIDIARY
BORROWING CORPORATIONS
Australia
Secured - - 3,084 /g n/a
Unsecured - - 475 /g n/a
Total public borrowings in Australia - - 3,568 - {100)
New Zealand
Secured 1 1 3 - {87)
Total public borrowings in New Zealand 1 1 3 - {67)
Total public borrowings by subsidiary
borrowing corporations 1 1 3,572 . (100}
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Note 12. Trading Derivatives

T'rading Derivatives Outstandings

Bositive mark-

Regulatory to-market Negative
Asg at 31 March 2003 Notional credit  (replacement mark-fo-
$bn amount” equivalent’ cost)’ market’
Interest rate
Futures 347 - - -
Forwards 82 - - -
Swaps 2439 56 4.5 43
Furchased optlions 18.9 0.1 - -
Sold aoptions 48 0.1 - -
Foreign exchange
Forwards 24086 7.4 5.0 58
Swaps 56.9 33 1.0 1.8
Purchased options 476 1.3 0.8 -
Sold options 43.1 - - 6.8
Commodities 1.1 - a1 -
Equities 1.5 .1 - -
Trading derivatives 7101 7.8 11.4 12.7
Hedging derivatives outstanding
Interest Rate
Futures 46.4 -
Forwards 168.3 -
Swaps 48 0.1
Total hedging derivatives outstanding 67.3 8.1
Total Gross derivatives T77.4 18.0 1.4 12.7
Less: netting benefit {8.3} {5.1) (5.1}
Net derivatives 8.7 6.3 7.6
Ag at 30 September 2002 733.2 12.4 9.1 8.3
Ag at 31 March 2002 669.8 12.4 6.4 55

The table incorporates closeout netting, which covers derivative contracts where legally enforceable netting
agreements are in place.

Maturity Profile of Trading Derivatives Outstandings in Replacement Cost Terms

Over 3 Qver 6 Over 2
As at 31 March 2003 Less than months to months to Over {1 year yearsto 5 Over
$bn 3 months 6 months 1 year 1o 2 years years § years Total
Interest rate
Swaps .1 0.1 0.2 08 1.5 20 45
Foreign exchange
Forwards 27 1.0 0.9 0.1 02 0.1 50
Swaps 0.1 - 0.1 0.2 03 0.3 1.0
Purchased options 0.2 6.2 0.2 a1 0.1 - 6.8
Total derivatives 3.1 13 1.4 1.0 2.1 2.4 11.4

1. Notional amount refers fo the face value or the amount upon which cash flows are caictlated

2 Regulatory credit equivalent using Australian Prudential Regulation Authority guidelines for capital adequacy requirements.

3 Positive mark-to-market or replacement cost is the cost of replacing alf fransactions in a gain position. This measure is the
industry standard for the calcufation of current credit risk.

4, Negative mark-to-market represemnts the cost o our counterparties of replacing all transactions in a joss postion.

54



1.

Westpac
Australia’s First Bank

s

2003 INTERIN FINANCIAL INFORMATICN Half Year Profit Announcement 2003

Daily Earnings at Risk

We use earnings at risk as the primary method for measuring and monitoring market risk exposure against Board
approved limits. The main types of market risk arising from our trading activities are interest rate and foreign
exchange risks. Other market risks include commodity, equity, prepayment, specific issuer and capital markets
undeswriting risks. The table below depicts the aggregate financial markets (including capital markets

undeswriting) earmings at risk for the last three haif years.

$m

High Low Average
Sk months ended 31 March 2003 8.5 2.0 37
Six months ended 30 Septernber 2002 10.0 3.1 51
Sk months ended 31 March 2002 8.1 3.0 48
Six months ended 30 September 2001 8.7 2.0 35

Average Earnings at Risk by Risk Type

The following table depicts the average earnings at risk by risk types for the last three half years.

$m Average for Half Average for Half Average for Half
Year 31 March 03 Year 30 Sept 02 Year 31 March 02
Interest rate risk 2.3 3.3 27
Foreign exchange risk 1.2 1.0 08
Volatiity risik 0.6 0.5 08
Other market rigk’ 1.8 25 29
Diversification benefit {2.0) 2.2 {2.4)
Net derivatives 3.7 51 4.6

Commodity, equity, prepaymert, specific issuer, and capftal markels underwriting.

55



\I' ‘Av::tt:"aa}?a’s First Bank

2003 INTERIN FINANCIAL INFORMATICN Half Year Profit Announcement 2003

Note 13. Provisions for Bad and Doubtful Debts

% Mov't % Mov't
Half Year Half Year Half Year  Sep 02-  Mara2-
$m March 03  Sept02 March 02 Mar 03 Mar 03

General provision

Batance at beginning of pericd 1,162 1,301 1,294 {11} {10}
Charge to net profit 214 190 271 13 f21)
Transfer to {from) specific provisions 17 {70} {102} {124} (117}
Recoveries of debts praviously written off 47 35 46 34 {4)
Write-offs {142) {171) {208) {17} {32}
Provisions of controlled entities/businesses

acquired/(disposed} - {133} - n/a n/a
Exchange rate and other adjustmenis 11 10 {3 10 (467}
Batance at period end 1,308 1,162 1,301 13 i

Specific provisions

Batance at beginning of period 272 356 307 {24} {11}
Transfer from/{to) general provision comprising:
New specific provisions 3z 148 154 {79} {78
Specific provisions no loenger required (48) {79} {52} {38} (6)
{17} 76 102 {124} (117)
Write-offs’ (17} {121 {41} {86} (59)
Provisions of controlled entities/businesses
acquired/(disposed) - {32} - n/a n/a
Exchange rate and other adjustmenis {12) {1} {12} iarge -
Batance at period end 226 272 355 {17} {37)
Total provisions for bad and doubtful debts 1,635 1,434 1,657 7 {7}

! Write-offs from specific provisions comprised:

Business and Consumer Banking {10 {19} {24} {47} {58}
Westpac Institutional Bank {5 {98} {7} {958} (24
New Zeatand Banking and Pacific Banking {2) {8} {10} {67} {80}

{17} {121} {41} {86} {59)
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Note 14. impaired Assets

As at 31 March 2003 30 Sept 2002 3 March 2002
Specific Specific Specific
$m Gross  Prov'n Net Gross Prov'n Net Gross Provn Net
Non-accrual assets
Australia 238 (78} 158 300 {105} 185 452 {184} 2868
New Zeatand 62 (11} 51 79 {133 68 89 {223 87
Other Overseas 224 {135} 89 269 {148} 121 307 {148} 158
Total 522 {224} 298 648 {266) 382 848 (355} 483
Resfructured assets
Australia 3 {1) 2 3 {1} 2 4 {1 3
New Zeatand - - - - - - 1 - 1
Other Overseas 12 {1} 11 28 {53 23 8 - 8
Total 15 {2) 13 3 {8} 25 13 {1) 12
Total impaired assets 537 {2286) 311 §79 (272} 407 861 {358) 505
Note 15. Movement in Gross Impaired Assets
% Mov't % Mov't
31 March 30 Sept 31 March  Sep 02-  Mar 02-
$m 2003 2002 2002 Mard3 Mar03
Balance at beginning of period 879 861 a0z {21} {25}
New and increased 98 181 237 (49} {59}
Written off {17} {121} {41} (88} {59}
Retumed to performing or repaid {200} {250} {229} {20} {13}
Exchange rate and other adjusiments {23} {2} {8} farge 188
Balance at period end 537 678 861 {21} {38)
Note 18. items Past 90 Days But Weil Secured
As at 31 March 30 Sept 31 March
$m 2003 2002 2002
Auvstralia
Housing products 61 48 80
Other products 75 58 77
Total Australia 138 118 137
New Zealand
Housing products 33 38 51
Other products 163 177 198
Other Overseas 7 5 2]
Total Gverseas 203 219 259
Total 339 335 396
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Note 17. income on Non-Accrual and Restructured Assets

Half Year Half Year Half Year
$m March 03 Sept 02 March 02
Interest received on non-acerual and restructured assets 9 8 g
Estimated interest forgone on non-accrual and restructured assets 18 23 24
Interast yield on average non-accrual and restructured
assets (annualised) 3.1% 2.3% 2.1%
Note 18. impaired Assets and Provisioning Ratios
As at 31 March 30 Sept 31 March
% 2003 2002 2002
Total impaired assets to gross loans and acceplances 0.3 05 06
Net impaired assets to equity and general provisions 23 35 44
Specific provisions to total impaired assels 421 40.0 41.3
General provisions 1o non housing fbans and acceptances 1.7 1.7 1.8
Total provisions to gross lbans and acceptances 1.0 1.0 1.2
Total impaired assets to equity and fotal provisions 3.8 57 73
Note 19. Delinquencies {90 Days Past Due Loans)
Mov't Mov't
31 March 30 Sept 31 March Sep 02-  RMar 02-
2003 2002 2002 Mar03  Mar03
Mortgages 8.16% 0.15% 0.21% 1hps -5hps
Other Personal Lending 1.16% 1.07% 1.02% 3bps 8hps
Total Personal Lending 0.24% 0.22% 0.28% 2hps -4hps
Austrafian Business Banking Portfolio 0.56% 0.83% 0.97% -7hps -41hps
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Note 20. Charge For Bad And Doubtful Debts

% Mov't % Mov't
Half Year Half Year Half Year Sep 02- Mar 02-

$m March 03 Sept02 March02 Mar03 Nar 03
GENERAL PROVISION:
Recoveries of debts previously written off
Business and Consurmer Banking (29) (29 (4 - (29}
Westpac Institutional Bank {1} - {3) na {87}
New Zealand Banking and Pacific Banking (17} {6 (5) 183 240
(47} {35 (49} 34 {4}
Writa-offs
Business and Consurmer Banking 116 144 184 {19} {37
Westpac Institutional Bank 4 1 2 300 106
New Zeatand Banking and Pacific Banking 22 26 22 {15} -
142 171 208 {17} {32}
Dynamic provisioning charge 138 {16} 10 farge farge
Transfer to specific provisions {17} 70 102 {124} {117}
Charge for bad and doubtful debts 214 180 271 13 {<1)

SPECIFIC PROVISIONS:

New provisions

Business and Consumer Banking 15 35 25 {57} {40}
Westpac Institutional Bank 11 108 122 {90} {91)
New Zealand Banking and Pacific Banking 8 5 7 - {14}
32 149 154 {79} {(78)
No longer required
Business and Consurmer Banking (9} 1% (17} {83} (47}
Westpac Institutional Bank (30} (52 (28) {42} 7
New Zealand Banking and Pacific Banking (10} (8 {7} 25 43
(49) (79) (52} {38} (6)
Transfer from general provisions £17) 70 102 {124} {117)
Bad and doubtful debts charge to average loans
and acceptances annualised (basis points) 26 26 39 12 {26)
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Note 21. Capital Adeguacy

As at 31 March 30 Sept 31 March
$m 2003 2002 2002
Tier 1 capital
Total equity 12,284 10,488 10,188
Dividends provided for capital adequacy purposes (891} - -
Premises revaluation reserve - - {1}
Goodwill {excluding funds management entities) {1,408} {1,424} {1,449
Net future income tax benefit {216} {158} -
Estimated reinvestment under dividend reinvestment plan’ 179 168 123
Retained sarnings, reserves and goodwill in life and general

insurance, funds management and securitisation entities {1,358} {683} {397}
Equity in captive lenders morigage insurance entities {38} {31} {25}
Total Tier 1 capital 8,754 8,337 8,439
Tier 2 capital
Premises revaluation raserve - - 1
Subordinated undated capital notes 546 717 734
General provision for doubtful debts 1,308 1,162 1,301
Future income tax benefit related to general provision {393} {348} {381)
Eligible subordinated bonds, notes and debentures 4062 3,260 3,299
Total Tier 2 capital 5,624 4,791 4,954
Tier 1 and Tier 2 capital 14,378 13,128 13,393
Deductions:

Investments and capital in life insurance, funds

management and securitisation activities {985} {1,017} {769}

Net gualifying capital 13,413 12,111 12,624
Risk adjusted assets 137,828 128,661 124,056
Tier 1 capital ratio 6.4% 8.5% 5.8%
Tier 2 capital ratio 4.0% 37% 4 0%
Deductions {0.77% (0.8)% {0.6)%
Net capital ratio 9.7% 9.4% 10.2%
Tangible ordinary equity 1o risk adjusted assels 5.6% 8.4% 5.7%

1. This amoumnt is derived from reinvestment experience of our dividend reinvestment plan. Comparatives have been restated
for actual experience.
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Note 22. Reconciliation to US GAAP

Our operating profit adiusted to comply with United States of America Generally Accepted Accounting Principles
{US GAAP) is:

Half Year Half Year  Half Year Half Year

$m March 03  March 02 March 03 March 02
uss' uss' A$ A3
Net profit as reported B35 543 1,051 1,018
Premises and sites 19 {2} 31 {4}
Amortisation of goodwill 47 1 78 1
Superannuation {pension) expense adjustment 17 18 28 34
Related income tax expense {5} {5 {8} (103
Life insurance adjustment {3} {47} {5} {89)
Related income tax credit 1 11 1 21
Write down of available for sale securities {22} 27 {37} 50
Employee share option compensation® (14) (2) (23 (3)
Distributions on other equity instruments {13} {13 {22} {25}
Distributions on other debt instruments {7 - {12} -
Amortisation of issue costs on other debt instruments (1) - {1} -
Other non-financial assets 2 {10} 3 {19}
Related income tax (expense)eredit 1 {4} 2 {7}
Software capitalisation adjustmaent 2 {4) 3 {8)
Related income tax (expense)/credit {1} 1 {1} 3
Derivative instruments {under SFAS 133} {83} {44) {138} {82)
Related income tax credit 19 14 31 25
Restructuring costs {44} - {73} -
Related income fax credit 13 - 22 -
Adjusted US GAAP net profit 583 484 828 G405
Other comprehensive income
Foreign currency translation reserve {42} {27} {70} {513
Unrealised net gain/{loss} on available for sale secwities 29 {24} 47 {48}
Reclassification adjustment for {gains)losses on investment
securities now included in net income 21 - 34 -
Total other comprehensive income 8 {51} 11 {87}
Total comprehensive income according to US GAAP 571 433 940 808

1. Ausiralian doflar amounts have been transiated info Uniled Sfates doffars solely for the convenience of the reader at the
rafe of A%1.00 = 0.6045, the noon buying rafe for cable fransfers on 31 March 2003, as published by the Federal Reserve
Bank of New York.

2 Under US GAAP Westpac adopted the fair value method of accounting under United Siates accounting standard SFAS No.
123, Accounting for Stock-Based Compensation, in the second half of the year ended 30 September 2002,
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7.4 CREDIT RATINGS'

Rating agency Long term  Short term
Fitch Ratings AA- Fi+
Moody's nvestor Services Aa3 B-1
Standard & Poor's Ah- A-t+

7.2 EXCHANGE RATES

Six months tofas at 31 March 2003 30 Sept 2002 31 March 2002

Currency Average Spot Average Spot Average Spot
usn 0.5749 (.8040 0.5495 0.5438 0.5150 3.5313
GBF 0.3622 (.3828 (.3854 0.3476 0.3588 0.3725
NZ[ 1.1036 1.0808 1.1748 1.1587 12256 1.2087

1. As aft March 2003, Unchanged during the reporting period,
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7.3 DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This half year report contains statements that constitute “forward-looking statements’ within the meaning of
section 21k of the U.5. Securities Exchange Act of 1834, The U.S. Private Securities Litigation Reform Act of
1995 provides a 'safe harbour for forward-looking information 10 encourage companies o provide prospective
information about themselves without fear of litigation so long as the information is identified as forward-fooking
ang is accompanied by meaningful cautionary statements identifying important factors that could cause actual
results to differ materiaily from those projected in the information.

Forward-looking statements appear in a number of places in this report and include statements regarding our
intent, belief or current expectations with respect to our resulis of operations and financial condition, including,
without imitation, future loan loss provisions and financial support to certain borrowers. We use words such as
‘may’, ‘expect’, ‘intend’, ‘plan’, ‘estimate’, ‘anticipate’, ‘believe’, 'probability’, 'risk’, or other similar words to identify
forward-fooking statements. These statements refiect our current views with respect to future events and are
subject to certain risks, uncertainties and assumptions. Shouid one or more of the risks or uncertainties
materialise, or should underlying assumptions prove incorrect, actual results may vary materially from those
described in this annual report as anticipated, believed, estimated, expected or intended. We do not intend to
update these forward-looking statements.

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and
specific, and risks exist that the predictions, forecasts, projections and other forward-looking statements will not
be achieved. We caution readers that 2 number of important factors could cause actual resuits to differ materially
from the plans, objectives, expectations, estimates and intentions expressed in such forward-lcoking statements
made by us or on our behalf. These factors include:

« inflation, interest rate, exchange rate, market and monetary fluctuations;

« the effect of, and changes in, laws, regulations, taxation or accounting standards or practices and
government policy;

« changes in consumer spending, saving and borrowing habits in Australia and in other countries in which we
conduct our operations;

« the effects of competition in the geographic and business areas in which we conduct operations;
« the ability to increase market share and control expenses;

« the timely development of and acceptance of new products and services and the perceived overall value of
these products and services by users;

+ technological changes;

« demographic changes and changes in political, social and econemic conditions in any of the major markets in
which we operate; and

* various other factors beyond our control.
The above list is not exhaustive. Our forward-looking statements are not guarantees of future performance and
involve risks and uncertainties. Actual results may differ from those in the forward-looking statements as a result

of varicus factors. When relying on forward-looking statements to make decisions with respect to cur company,
investors and others should carefully consider the foregoing factors and other uncertainties and events.

We are under no obligation, and disclaim any obligation, to update or alter our forward-looking statements,
whiether as a result of new information, future events or otherwise after the date of this report.
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7.4 SHAREHOLDER CALENDAR

Westpac shares are listed on the Stock Exchanges in Australia, New Zealand, New York and Tokyo.

Important dates for shareholders to niote over the following months are:

Ex-dividend date 5 June 2003

Record date for final dividend {Sydney) 12 June 2003 5.00pm {Sydney time)
Record date for final dividend (New York)1 11 June 2003 5.00pm {New York time)
Record date for final dividend (Tokyo)® 12 June 2003 3.00pm (Tokyo time) *
Record date for final dividend (New Zealand)™ ° 13 June 2003 5.00pm {New Zealand time)
Dividend payment date 4 July 2003

Share Registries:

Australia New Zealand

Computershare Investor Services Pty Lid Computershare Investor Services Lid

Level 3, 60 Carrington Street Levet 2, 159 Hurtsmere Road

Sydney NSW 2000 Takapuna North Shore City Auckland

New York Tokyo

JP Morgan Chase Bank The Mitsubishi Trust & Banking Corporation
One Chase Manhattan Plaza 1-7-7, Nishi-lkebukuro

46" Floor Toshima-Ku

New York NY 10081 LISA Tokyo 171 Japan

For further information contact:

Media:
David Lording, Head of Media Relaticns, +61 (0)2 9226 3510

Analysts and investors:
Andrew Bowden, Head of Investor Relations, +61 {0)2 9226 4008

Richard Willcock
Group Secretary and General Counset

8 May 2003

[y

Dividends wilt be converted to local currency at the rafe ruding on the date of payment of dividend.

2 Dividends will be converted to focal currency at the rate ruling on date of receipt of the funds by the paying and share
handiing agent.

3 For shares registered In the books of Tokyo Stock Exchange Members' securifies companies.

4 Dividends payable 1o holders of ordinary shares on the New Zealand register will be converted 1o focal currency af the
rufing buying rate for telegraphic ransfers at 11.00am on 4 July 2003,

& New Zealand date applies 1o New Zealand class shareholders only. New Zealand residents holding Wesipace ordinary
shares should nofe Australia dates.
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8.1 HALF YEAR RECONCILIATION

6 months to: 31 March 2003
Individually
Reported  significant  Underlying  BTFM and Ongeing

$m resulis items Business RAAM? Hastings business
Interest income {incl. gross up) 4,973 - 4973 15 - 4,958
Interest expense {2,787 - {2,787) {H - {2.768)
Net interest income {incl. gross up} 2,206 - 2,206 14 - 2,192
Total non-interest income” 1,429 - 1,429 123 7 1,209
Net operating income {ingl. gross up} 3,835 - 3635 137 rd 3,491
Operating expenses

Salaries and other staff expenses {898} - {898} {573 {3} {838}

Equipment and occupancy expenses {296} - {298} {17} - {279)

Cther expenses {663} - {883} {41} {1} {621}
Operating expenses (excl goodwill) {1,857} - {1,857} {115} {4} {1,738}
Amortisation of goodwill {78} - {78} {28} {1} 151}
Operating profit before bad debts 1,700 - 1,700 {4} 2 1,702
Bad and doubtful deblts {214) - {214) - - {214)
Profit from ordinary activities before income tax ({incl. gross up) 1,488 - 1.488 {4} 2 1,488
Tax equivatent gross up {88) - {98} - - a8)
Profit before income tax 1,388 - 1,288 {4} 2 1,380
Income tax expense’ (333 - (333) {4 1) (328}
Net profit attributable to cutside equity interests {4} - {4) - - {4}
Net profit attributable to equity holders 1,061 - 1,061 {8} 1 1,058
Goodwilt amortisation 78 - 78 26 1 51
Distributions on other equity instruments {34) - {34} - - (34}
Cash eamings 1,098 - 1,085 18 2 1,075
Cash earnings{cenis) per ordinary share 60.3 606.3 58.2

1. Non-inferest income includes a $19 million debit, and income tax expense a 319 million credif associated with the requirements of Ausiralian accounting standard, AASE 1038, Life insurance Business.

2. This is a legal entity view of BTFM and RAAMS contribution, and does nof incorporate funding costs associated with the acquisifions. t represenis five months contribution from BTFM and six months
contribution from RAAM.
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8.1 HALF YEAR RECONCILIATION (Continued)

& months to: 30 September 2002
Individually
Reported  significant Embedded  Underlying Ongoing

$m results items Value Uplift  Business  AGC? RAAM? business
Interest income {incl. gross up) 4,688 - - 4,688 178 - 4510
Interest expense {2,583) - - {2,583) {1058} - {2,458}
Net interest income {incl. gross up) 2,125 - - 2,125 73 - 2,052
Total non-interest income’ 1,618 460 (60) 1,216 12 28 1,176
Net operating income {incl. gross up) 3,741 460 (B0} 3,341 85 29 3,227
Operating expenses

Salaries and other staff expenses {1,008} {221} - {785} {10} {12} {763}

Equipment and cccupancy expenses {298} - - {298} {5} {2} {281}

Cther expenses {852) {222} - {830 {10} {11} {608}
Operating expenses (excl. goodwill) {2,158} {443} - {1,713} {25} {258} {1,663}
Amortisation of goodwill {513 - - {51} - - {51}
Operating profit before bad debis 1,534 17 {60) 1.577 B0 3 1,514
Bad and doubtful debts {190} - - {190} {31} - {158)
Profit from ordinary activities before income tax {incl. gross up) 1,344 17 {60) 1,387 29 3 1,355
Tax equivalent gross up {72} - - {72} - - {72}
Profit before income tax 1,272 17 {6a0) 1,315 29 3 1,283
Income tax expense’ {95) 164 14 (273} (16} {t) {258}
Net profit atiributable to oculside equily interests {3} - - {3} - - {3}
Net profit attributable fo equity holders 1,174 181 {48} 1,039 13 2 1,024
Goodwill amortisation 51 - - 51 - - 51
Embedded value uplift 46 - 48 - - - -
Dristributions on cther equity instruments {23} - - {23} - - {23}
Cash eamings 1,248 181 - 1,067 13 2 1,052
Cash eamings(cents) per ordinary share 68.9 58.9 58.2

1. Non-inferest income includes a 3671 million debit, and income tax expense a 361 milfion credif associated with the requirements of Ausiralian accounting standard, AASE 1038, Life insurance Business.
2. This is a fegal entity view of RAAMS' confribufion and does nof incorporate funding costs associated with the acquisition. This represems four months contribution.
3. Represents hwo months confribution.
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8.1 HALF YEAR RECONCILIATION (Continued)

6 months to: 31 March 2002
Embedded Value Undertying Ongoing

$m Reported results Uplift Business AGG? business
Interest income {inch gross up} 4,671 - 4,671 535 4,136
Interest expense {2,511} - {2,511 {262} {2.219)
Net interest income {incl. gross up) 2,160 - 2,180 243 1,917
Tatatl non-interest income” 1,362 60 1,302 37 1,265
Net operating income {incl. gross up) 3,522 [£50] 3,482 280 3,182
Operating expenses

Salaries and other staff expenses {823} - {823) {29} {794)

Equipment and occupancy expenses {281} - {291) {13} {278}

Other expenses {625) - {625} {27} {548)
Operating expenses {exal. goodwill) {1,738) - {1,739 {89} {1.870)
Amortisation of goodwill {48} - {48} - {49}
Operating profit before bad debts 1,734 60 1.674 211 1,463
Bad and doubtful debis (271) - {271} {70} {201)
Profit from ordinary activities before income tax (incl. gross up) 1,463 &80 1,403 141 1,262
Tax equivalent gross up (87} - {67} - {67}
Profit before income tax 1,386 &( 1,338 141 1,195
Incorne tax expense’ {378} {14} (382) (48} (314)
Net profit attributable to outside equily interests {2} - {2} - {2}
Net profit attributable fo equity holders 1,018 46 972 93 879
Goodwill amortisation 49 - 49 - 49
Embedded value uplift {48} {48} - - -
Distributions on other equity instruments {25) - {25} - {25)
Cash earmnings 496 - 996 93 803
Cash earnings{cents) per ordinary share 55.0 55.0 49.8

1. Non-interest income includes a $14 milfion credif and income fax expense g §14 miillon debit associated with the requirements of Australian accounting sfandard, AASE 1038, Life Insurance Business.
2. Represents six months contribution,
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8.2 RECONCILIATION OF INDIVIDUALLY SIGNIFICANT ITEMS

Reconciliation between our reporfed earnings and our underlying earnings is provided below

Half Year Half Year Half Year
$m March 03 Sept 02 March 02
Net profit attributable to equity holders 1.051 1,174 1,018
Goodwill amortisation 78 51 49
Adjustment for embedded vatue uplift - 46 {48)
Distributions on our hybrid securities {34) {23} {28}
Reporied cash eamings 1,085 1,248 988
Less individually significant items:
Profit on sale of AGC' - 754 -
Integration expenses’ - (60) -
Waealth accounting treatment® - {108} -
Quitsourcing start up costs” - {85) -
Superannuation® - (180} -
Securities write-down® - {149} -
Underlying cash eamings 1,095 1,067 996

1. After tax profit of $754 million was realised on the sale of AGC to GE Capital on 31 May 2002,
2. Charge of $60 miliion {(after tax) relating to the cost associated with the integration of our existing weaith

management business into our previously acquired operations.

3. Standardisation of the accounting treatment for the existing and acquired wealth management businesses fo
an accrual accounting basis. A charge of $109 million {post tax) was recognised as a result of this policy

change.

4. $95 million {post tax) of previously capitalised start up costs associated with outsourcing agreements.

5. Adoption of the principles of the International accounting standard AS 19, Superannuation, resuited in an
additional after tax charge of $160 million in the previous pericd's resulis. Comparatives have not been

restated as it is not practical to do so.

6. Due to change in investment strategy on a porifolio of high yield investments. These securities had previously
been intended to be held to maturity. The intention was subsequently changed to have the portfolio available

for sale. As a result an after tax charge of $149 million was recognised.
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8.3 HALF YEAR BALANCE SHEET ANALYSIS

31 March 30 Sept 31 March 2002 % Mov’t % Mov't
20063 2002 Ongoing  Sep 02- Mar 02~

$m Reported Reported Reported AGC' Business Mar 03  Mar 03
Agsets
Cash and balances with central banks 1,924 1,668 2127 - 2,127 15 {10}
Due from other financial institutions 5010 5,242 5437 - 5,037 {4) {16}
Trading securities 7817 10,643 10,014 - 10,014 {28} {24}
Investment securities 4 265 3,313 2,751 - 2,751 28 55
Loans 149,800 135870 133282 9780 123,502 10 21
Acceptances of customers 3,883 4788 4793 - 4,783 {18} {19}
Life insurance assels 9,938 7,566 7.843 - 7,843 31 27
Regulatory deposits with central banks
overseas 358 455 452 - 452 (22} {21}
Goodwill 2,589 1.754 1,448 - 1,448 48 79
Fixed assets 868 815 831 32 898 8 (4}
Deferred tax assets 729 587 448 52 384 24 85
Other assets 19,358 18,335 16,167 145 16,022 & 21
Total assets 208430 191,037 186182 10,009 176,183 8 17
Liabilities
Due to other financial institutions 3,848 4,731 6 867 - 6,867 {23} {47}
Deposits and public borrowings 122,028 110,763 108282 9,841 99,451 10 23
Debt issues 29,784 27 575 24,856 - 24,856 8 20
Acceptances 3,883 4788 4,783 - 4,783 (1%} {19}
Tax liabifities 289 817 658 42 616 {53) {53}
Life insurance policy liabilities 9,348 7,163 7.538 - 7.538 31 24
Provisions 447 1.083 1,002 48 856 (5%) {53}
Other ligbilities 20,012 189,327 16.418 80 16,338 4 22
Total liabilities excluding loan capital 180 418 178057 171424 10009 161,415 & 17
Loan capital
Subordinated bonds, notes and
debentures 4082 3795 3.848 - 3,846 8 8
Subordinated perpetual notes 548 717 734 - 734 {10} {12}
Total loan capital 4728 4 512 4,580 - 4,580 5 3
Total liabilities 194,148 180,568 176,004 10,009 1650885 8 17
Net assets 12,284 10,468 10.188 - 10,188 17 21
Equity
Ordinary shares 3,708 3,503 1,764 - 1,764 & 110
NZ Class shares 471 471 482 - 482 - (2}
TOPS™ 485 465 465 - 465 - -
FIRsTS 855 - - - - nia nia
Reserves 18 82 2.915 - 2,915 (80} {99}
Retained profits 8,947 5,830 4.548 - 4,546 17 53
Equity attributable to equity holders
of Westpae Banking Corporation 12,262 10,451 10,172 - 10,172 17 21
Qutside equity interests in controlled
entities 22 17 18 - 16 29 38
Total equity 12,284 10,468 10,188 - 10,188 17 21

1. Represemts a managemeart accounting view of AGCs contribution 1o Westpac Banking Corporation.
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84 DETAILED TAX RECONCILIATION

Half Year Half Year September 02 Half Year March 02
March 03
Individually
significant
items Individually
Reported Reporied AGC Other Underlying Ongoing Reported significant Underlying Ongoing
$m result result sale items business AGC business result iterns  business AGC Business
Profit from ordinary activities before income fax 1,486 1,344 {754} 737 1,361 {20} 1,380 1,463 - 1,483 (141) 1,804
Tax equivalent gross up {98} {72} - - {72y - {72} {67} - {873 - {87}
Profit from ordinary activities before income tax 1,388 1,272 (754) 737 1,288 {28) 1,318 1,386 - 1.388 (141} 1,537
Prima facie income tax (30%) 4186 381 (228) 221 386 {9) 385 419 - 418 (42) 481
Add/(deduct) tax effect of permanent differences -
Rebateable and exempt dividends {54) {82} - - (82} - {82} {45) - {48) - {45)
Tax losses and timing differences now tax effected {2} 31 - {45 76 - 76 38 - 38 - 38
Life insurance: - -
Tax adjustment on policyholders' earmings’ {13} {43) - - {43} - {43} 10 - 10 - 10
Adjustment for life business tax rates {8} {19} - - {19} - {19} (&) - (8} - {8}
Change in excess of net market value over
net assels of life insurance subsidiaries - 25 - {8 34 - 34 {7} - {7} - {7}
Gain on sale of controlied entities and businesses - - - - {452) - {452) - - - - -
Other non-assessable items {30} {10} - - {10y - {10} {37} - {37} - {37)
Cther non-cdeductible tems 24 2t - - 21 - 21 23 - 23 - 23
Adjustment for overseas tax rates 8 23 - - 23 1 22 {4} - (4} {2} (2}
Prior period adjustments {6} {8} - - {8} - {8} {16} - {18} 1 {17)
Permanent differences due to sale of AGC - {226} 226 - - - - - - - -
Cther items {1} 2 - {3 5 {8} 13 1 - 1 {5) 8
Total income tax expense attributable fo profit
from ordinary activities 333 a5 - 184 Bey {(186) {53) 376 - 378 {48) 424
Tax equivalent gross up 98 72 - - [ - 72 &7 - 67 - 87
Total income fax expense {including gross up} 431 167 - 164 3 {16} 19 443 - 443 {48) 491
Effective tax rate (%} {including gross up)} 29.0 12.4 22.3 0.2 552 1.4 303 303 3440 30.8
Effective tax rate (%} {inciuding_gmss up and
excluding life company) 30.8 152 235 23 852 3.4 305 305 340 30.8
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9. ECONOMIC PROFIT
Economic profit is defined as cash earnings less a capital charge calculated at 12% of ordinary equity plus the
estimated value of franking credits paid to shareholders

Economic profit is used as a key measure of our finandial performance because it focuses on shareholder value
by requiring a retum in excess of a risk adjusted cost of capital.

Reconciliation of net profit attributable to equity holders to economic profit for the period ending
31 March 2003

Business and Consumer Banking Westpac BT

Consumer Business Consumer Business Insfitional New  Financial
$m Group' Distribution Distribution  Products  Products Bank Zealand Group
Net profit attributable to
equity holders 1,051 138 180 178 55 202 143 58
Goodwill amortised 78 8 11 g 1 1 18 28
Distributions on other
hybrid securities {34} - - - - - - -
Cash earnings 1,085 147 191 185 56 203 181 86
Franking benefit 208 44 57 57 18 35 7 18
Adjusted cash earmings 1,304 161 248 242 74 238 188 104
Average adjusted equity 10,838 840 1,898 1,681 487 1,878 1.475 1,652
Equity charge {12%) 645 58 119 101 30 113 88 86
Economic profit 869 135 129 141 44 125 80 B

Reconciliation of economic profit to net profit attributable to equity holders for period ending
30 September 2002

Business and Consumer Banking Westpac BT

Consumer Business Consumer Business Instiional New Financial
$m Group' Distribution Distribution  Products  Products Bank Zealand Group
Net profit attributable to
equity holders 1,174 145 149 191 53 150 148 48
Goodwill amortised 50 8 11 g 1 - 19 2
Distributions on other
hybrid securities {23} - - - - - - -
Adjustment for embedded
value uplift 46 - - - - - - -
Cash earnings 1,247 153 180 200 54 150 187 50
Franking benefit 186 44 43 53 17 25 7 8
Adjusted cash earmings 1,443 197 203 253 71 175 174 58
Average adjusted equity 10,886 803 1,865 1,323 441 1,671 1,429 678
Equity charge {12%) 661 54 100 a0 27 101 87 41
Economic profit 782 143 103 174 44 75 87 18

1. Group economic profif calculated on a reporied sarnings basis.
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Reconciliation of economic profit to net profit atiributable to equity holders for period ending

31 March 2002

Business and Consumer Banking

Westpac

BT

Consumer Business Consumer Business Institional New  Financial
$m Group' Distribution Distroution  Products  Products Bank Zealand Group
Net profit attributable to
equity holders 1,018 136 132 160 54 124 82 76
Goodwill amortised 49 8 11 g 1 - 18 2
Distributions on other
hybrid securities {25) - - - - - - -
Adiustment for embedded
value uplift {48} - - - - - - -
Cash earnings 998 144 143 159 55 124 110 78
Franking benefit 186 42 42 43 18 33 & 10
Adjusted cash eamings 1,182 186 185 212 73 157 116 88
Average adjusted equity 9,782 914 1,822 1,245 432 1,814 1,434 515
Equity charge {12%) 584 55 a7 75 26 109 86 31
Economic profit 598 131 88 138 47 49 Ky | 57

1. Group economic profit calculated on a reported eamings basis.
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Reported results

Cash earnings

Underlying earnings

Ongoing business earnings

Net profit atiributable to equity holders

Net profit attributable to equity holders plus amortisation of
goodwill minus dividends paid on hybrid eguity minus
embedded value uplift.

Cash earnings minus individually significant iems and
embedded value uplift.

Underlying earnings minus contributions from AGC {Australia
and New Zeatand), RAAM, BTFM, and Hastings.

Earnings per ordinary share (cents}

Weighted average ordinary shares
Cash earnings per ordinary share
{cents) underlying basis

Fully franked dividends per ordinary
share {cents}

Dividend payout ratio {%)

Dividend payout ratio underlying basis

{%}

Return on equity

Cash return on equity

Economic profit ($m)

Economic profit underlying basis ($m}

Net profit attributable to equity holders minus FIRsTS/TOPS
dividend divided by the weighted average number of fully paid
ordinary shares.

Weighted average number of fully paid ordinary shares listed
on the ASX as at 31 March 2003 and NZ Class shares.

Underlying cash earnings divided by the weighted average
number of fully paid ordinary shares.

Dividend paid out of income which carries a credit for
Australian company income tax paid by the company.

Total fully franked ordinary dividend plus the equivalent
dividend paid on the NZ Class shares divided by reported
cash earnings.

Total fully franked cordinary dividend plus the eguivalent
dividend paid on the NZ Class shares divided by underiying
cash earnings.

Net profit attributable to equity holders minus FIRsTS/TOPS
dividend divided by the average equity exciuding outside
equity interests and average FIRsTS/TOPrS.

Cash earnings divided by the average equity excluding outside
equity interests and average FIRsTS/TOPS.

Cash earnings plus a portion {70%) of the face value of
franking credits paid to shareholders, less an equity charge
calculated using a 12% cost of equity.

Economic profit measured on an underlying basis {reported
earnings less individually significantly items).
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Operating expenses

Expense to income ratio {%)

Expense to income ratio underlying
basis (%)

Full time equivalent staff (FTE}

Banking group expense to income ratio

Total expenses less the amortisation of goodwill.

Operating expenses divided by net operating income.

Underlying operating expenses divided by underlying
operating income.

A calculation based on the number of hours worked by full and
patt time employees as part of their normal duties. For
example, the full time equivalent of 1 FTE is 76 hours paid
work per fortnight.

Operating expenses in business and consumer banking,
institutional bank, and New Zealand banking along with
corporate centre and group items divided by operating income
from these business units.

Net interest spread {%,)

Net interest margin {%)

The difference between the average vield on all interest
bearing assets and the average rate paid on interest bearing
Hiabilities net of impaired loans.

The net interest spread plus the benefit of net non-interest
bearing liabilites & equity.

Net capital ratio

Tier 1 capital ratio

Average ordinary equity ($m)

Tangible Ordinary Equity {TOE} to risk
adjusted assets

Average total equity {$m)
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Tier 1 capital ratio plus Tier 2 capital ratio minus deductions.

Tetal Tier 1 capital as defined by APRA divided by Risk
Adiusted Assets (RAA).

Average equity excluding outside ecuity interesis minus
average hybrid equity FIRSTS/TOPrS.

TOE is shareholder funds including minority interests plus
estimated Dividend Reinvestment Plan (DRP) minus gross
dividends accrued for regulatory purposes minus asset
revaluation reserve minus net FITB excluding that atiributable
tc the general provision for bad debts minus hybrid
instruments {TOPrS/FIRSTS) minus goodwill, This is ali
divided by RAA.

Total shareholders’ equity, including NZ Class shares.
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Impaired Assets impaired assels, as defined by APRA can be classified into
the following two categories:

Non-accrual assets: assets where income may no longer be
accrued because reasonable doubt exists as o the
collectability of principal and interest.

Restructured asset: assets where the original contractual
terms have been formally modified to provide concessions of
interest or principal for reasons related to the financial
difficulties of the customer.

90 days past due A toan facility where payments of interest or principal are 80 or
more days past due and the value of the security is sufficient
to cover the repayment of all principal, interest amounts due
and an additiona! six months interest.

Hastings Hastings Funds Management Limited. Westpac acquired a
controlling interest {51%;) in Hastings on October 16 2002,

RAAM Rothschild Australia Asset Management. Acquired by Westpac
on 1 June 2002.

BTFM BT Funds Management. Westpac acquired this business from
the Principal Financial Group on 31 October 2002, The legal
entiies acguired were Principal Financial Group {Australia},
Holdings Pty Limited in Australia and BT Financial Group {NZ}
Limited in New Zealand.

BTFG BT Financiat Group, BTFG is Wastpac's newly named wealth
management business. BTFG represents Wesipac's total
wealth management business and incorporates Westpac
Financiat Services, Westpac Life Business, RAAM and BTFM.
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