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Macquarie Bank {the Bank) achieved a record half-
year profit in the half-year 1o 30 September 2002, The
mesuft was achieved in a very challenging pericd
marked by turbulent markets. Throughout, the Bank
maintained is strong focus on the operating
perfarmance of existing and new businesses, whilst
continuing to seek opportunities both in Australia and
offshore.

Consciidated after tax profit attributabls fo ordinary
shareholders was $183 million, compared with $130
milion in the previous corresponding pericd, an
increase of 41 per cent. Profit before tax attributable to
ordinary shareholders increased by 50 per cent on the
previous corresponding period to $250 milion.

The result reflects the strengths and diversity of the
Bank’s businesses. With global equity markets fafling
and investiment banking businesses globally generally
confracting, the Bank was not only able to weather the
conditions but significantly increase profits. Particutarly
strong results were achieved by Treasury and
Commodities Group, assisted by volatility in financial
markets, and Barking and Property Group, which
henefited from flows into property assets from equities.
Invastment Banking Group made another strong and
increased contribution notwithstanding market
conditions and the other Groups performed
satisfaciorily. The Bank benefited from cost initiativas,
with the expense to income ratio improving
substantially over the prior corresponding period.

The annualised after tax return on average ordinary
sharehoiders’ funds was 21.3 per cent. Hasic sarnings
per share £PS) were 91.2 cents, up 25 per cent from
the previous cormesponding period. The increase in £PS
was due to growth in profit after tax attributable to
ordinary sharsholders of 41 per cent offset by growth

in the weighted average number of issued shares of

12 per cent.

Notwithstanding the excellent profitability achieved, the
Bank recognises that during the pericd, its share price
fell significanily as did that of its listed arport fund,
Macquaris Alrporis (MApE At the Bank's 2002 Annual
Generat Meeting in July and in the Chairman'’s letter to
sharehoiders of 26 August 2002, we addressed what
we saw as the main factors behind the recent drop in
our share price. In relation to the Sydney Alrport
acquisition, MAp was part of the Southem Cross
Consortium which included a group of experenced
international infrastructure investors. MAR management
iz working hard to achieve the bast results from the
assets under management and the benefits of
Macquanis's involvernent are already svident at Bristol,
Birmingham and Sydney airports where forecast results
are being excesded. The Bank remains confident about
the long-term value of MApR's airporis portfalio.

fotal shareholder returns since the Bank's ordinary
shares were listed in July 1996 have been strong,
auiperforming all but two of the companies in the

ASX 50 at the tims of cur listing. We strive 1o continue
this performance. Significant efforts are being directed
at increasing intermational investor interest in the Bank
and its specialist funds. We have been very focused on
developing a wide range of strategic initiatives to
increase market share in our existing businesses and o
ensure fulure susiainable growth in each of owr
operating Groups.

The Bank's total operating income rose by 23 per cent
from the previous corresponding period to $983 million
axcluding transmission income from the Broadcast
Australia Moldings Py Umited transmission business
fformerty ntl Ausiralia Holdings Pty Umited) {B4) which
the Bank held for four and a half months. Intematicnal
income was up on the previous six months but slightly
down compared 1o the previous corresponding period
reflecting the difficuit global market conditions.
Comastic income rose 44 per cent on the prior
corresponding pericd.

Fees and commissions contributed 687 per cent of the
Bank’s income and increased 28 per cent on the
pravicus corresponding penod. The increase reflects
growth in specialist funds, the corresponding growth in
base funds management fees, increased performance
fees and strong growth across all Property businesses.

Yrading income contrbuted 22 per cent of the Bank's
income and was 11 per cent above the previous
corresponding period. Volatility in word commodity
markets led to strong client activity in Agricutturat
Commadities and Metals and Mining Divisions. Foreign
Exchange Division consolidated its market shars with
increased trade flows and Debt Markets Division atso
had good deal flow. There was a modest recovery in
squities frading incoms on the previous six monihs,
although it was slightty down on the previcus
corresponding pericd.

Net interast income confributed 13 per cent of the
Bank’s income and increased 48 per cent on the
previcus corresponding period.

in other income, a $2C million gain on the sake of the
fransmission assets of BA into the newly created
Macquarie Communications Infrastructure Group
(MCG) and dividend income from equity investiments
ware offset by $61 milion in provisions for diminution in
tha value of the Bank’s holdings in MAp and MCG,
which were written down 1o the lower of cost and
market at 30 September 2002, in iine with the Bank’s
accounting poficies,
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While total operating expenses rose 16 per cent from
the previous corresponding period, the benefits of cost
control were svident in the reduction in the
axpense/incoma ratio from 77.4 per cent to 73.0 per
cent. Employment costs represented 72 per cent of
aperating expenses, slighily up on the previous
corresponding period due fo an increased provision for
parformance-based remuneration as a result of the
Bank's improved profitabiiity and retum on
sharsholders’ funds. The full year cost of
parformance-based remuneration is dependent upon
the Bank's performance aver the entire year. Staff profit
sharing arrangements, whereby a significant part of the
Bank's remuneration expense is subject o
performance, have besn a key part of the Bank's
success and have been in place since the Bank’s
formation in 1885, Non-employment costs only
increased six per cent an the prior corresponding
perind.

YThe Bark maintained a strong Tier 1 capital base of
approximately $1.9 bilion. The Tier 1 capital ratio was
slightly reduced to 15.8 per cent with the Bank
axpanding is specialist funds activities as
foreshadowed 10 shareholders.

Al of the Groups contributed 1o samings with record
resUlts from both Treasury and Commodities and
Hanking and Property Groups and another strong resull
from Investment Banking Group.

The Investment Banking Group made a solid and
increased contribution daspite whitedowns on some of
its equity investments. The Treasury and Commodities
Group contribuiion increased over 100 per cent
compared 1o the previous corresponding period with
significant contrbutions from Foreign Exchange, Metals
and Mining, Treasury and Cebt Markets. The Banking
and Property Group contribution increased 65 per cent
with record results from all of the property businesses,
Hanking and the Golf and Leisure business. The Equity
Markets Group operated profitably despite very difficutt
market conditions. The diversified nature of Funds
Management Group’s business enabled it to grow tolal
funds under management by five per cent to $28.3
billon despite difficult giobal market conditions. The
Financial Services Group achisved breakeven as
forecast despite fough market conditions.

PR ATIVE GONTRIBUTHONG BY OPERATING GROUP (95

HMaffyear to 3 Bept 2002

Frabyaar to 31 Mar 2002

Corperate Finance (incorporating Specialist Funds) 31 30
Structured Finance and Cross-border Leasing 10 Eh

Other Investment Banking 10 20
fincluding Institudional Broking and Macquarie Capital}

otal investment Banking 51 51
Treasury and Commodities 25 21

Banking and Property 18 16
bquity Markets -
Funds Management 2 3
Financial Services 1 {1}
Total 100 100

The figures set out in this table are relative 1o the Bank’s overall performance and are based on figures before
tax and belore staff profit sharing. They should be faken as a guide only fo relative contributions and are derived

from management accounts.
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EAOMEOLIE STRED RO PROFTT & milfiond

Halfovesy o 30 September 2O EAVAS: Crange”
Total operating income 983 800 23%
Total operating expenses {718 {619 16%
Profit before tax 265 181 46%
lncome tax expense 167} [37)

Net profit after tax 198 144

Outside equity interesis {t 1

Macquarie Income Securities distribution {14j {15)

Profit atiributable o ordinary sharehoiders 183 130 41%

* Adjusied to exclude the BA ransmission income and operating expenses for the holding period from 2 Aprdl

2002 1o 12 August 2002,

N.B: Pre-tax profit attributable to ordinary shareholders of $250 milion was derived using pre-tax profit of $265
million, less ocutside equity interests in the pre-tax profits of a controlied entity of $1 milion, less the

distribution of Macauarie thcome Securities of $14 milion.

CHOMTRIBLFTTON VO CPERATING BNOOME [9%)

HMalf-yenr b 30 Beplember 2O 2Oyt
Fee and commission income B7 85
Trading income 22 25
tnterest and similar income 13 th|
Other {3 {1}
Yotal operating income 100 100

ELALAMCE SMEET AND CAPITAL

SEEHIACY RAYIE

Total assets at 30 September 2002 increased 8 per
cent ta $32.5 bilion from $30.2 billion at 31 March
2002,

Trading assets rose 12 per cent to 35.5 bilion from
$4.9 pillion at 31 March 2002,

Loan assets increased from $3.2 bifion at 31 March
2002 to $11.2 biflion at 30 September 2002 due to
organic growth across most lending businesses.

Other securities also increased, up 21 per cent from
$1.9 bilion at 31 March 2002 to $2.3 billion. This was
due primarily to the Bank's increased holding of equity
investments, including MAp and MCG.

Risk welghted assets increased 10 per cent from
$10.7 biion at 31 March 2002 to $11.8 bilion at

30 September 2002, These movements were a result
of asset growth and a change in the mix of risk
waighted assets driven by changes in the balance
sheet components as described above.

tn May 2002, the Bank activated its Bividend
Reinvestment Plan for ordinary shareholders in
Ausiralia and New Zealand. Approximately 1.7 million
rew ordinary shares were issued foliowing the final
dividend paid in early July 2002,

YThe Bank's capital adequacy ratic of 16.3 per cent
and its Tier 1 ratio of 15.8 per cent continue to welk
axceed the minimum levels set by the Australian
Prudential Regulation Authority,
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CREPTTAL ADEGUADY

30 Bept 2007 St Blarch 2002 30 Dept 2001
Fier 1 capital ($m) 1,871 1,900 1,822
Yotal capital {$m) 1,924 2,088 2,095
Risk weighted assets ($m) 11,812 10,650 10,469
Tier 1 ratio {%) 15.8 17.8 17.4
Capital adequacy ratio (%6} 16.3 19.4 20.0
IR AR ARRETES
The Bank's credit quality continues to be sound.
Impaired assets were 360 million at 30 September 2002,
a decrease of 310 milion from the previous
corresponding periad.
IPLIFE D ABSETE (NET OF BFECHG PROVIBIONS] (% métlion

Gt Bept 2062 S Blarcd 2002 Y Sepd 20401

Non-acorual loans 45 34 45
Impaired dervative financial instruments 15 15 25
fotal 650 44 70

CREEIY FRATINGE

The Bank's credit ratings reflect a history of strong financiat
performance, the quality and diversity of business activities, a
strong management team and welt established liguidity and
risk management practices. The Bank’s credit ratings have
racently been affirmed at their current lavels.

Bhort-ferm
Standard & Poor’s Al
Moody's investors Service F1
Fitch Ratings F1

Laomgg-ferm
A

A2
A+



AL TING PRACTIES AND EHECLOSUNRE

The headline resuit for the half-year has been The Bank holds analyst briefing sessions on is interim
determined using the Bank's accounting policies that and full year resulis in Novembser and May respectively.
have been consistently applied across all the cperating These sessicons provide information on the financial
Groups. These policies state, for example, that only resufts and an operational overview for the period under
those assets that are part of the trading portfolio may review. Profit announcements, invastor presentations

be carfied at market value, Al other assets must be and other material announcements are fodged with ASX

04/05

recorded at the lower of cost and recoverable amount.
As a result of this policy, the Bank has certaln listed
aquity investments that ars not heid for trading
purposes that are carried at values less than the
prevalling market vaiue. No profits will be recognised in
elation to these investments until they are sold.

immediately and are available on our websie. In
addition, as part of the Bank’s commitment to broaden
the investor base, we present at various invaestment
conferences and conduct investor visits throughout the
year,

HEWERETRMENT BAMNIING GROUR

The fnvestment Banking Group improved its
contribution compared to the prior corresponding
pariod despite difficult market conditions. Activity was
strong across all areas of the Group. The resuft was
achieved after accounting for unrealised losses in
relation to the Bank's holdings in MAp and MCG
securiiies but without taking into account unrealised
gains in respect of the Bank's holding in Macquarie
tnfrastruciure Group (MIG)

Corporate and Structured Finance Division:

— was placed first in the Thomson league tabies for
value of Australian merger and acquisition
transactions for the six months to 30 June 2002, and

— rated second in the equivalent squity capital markets
table on iotal capital ralsed, and ranked first for initial
Public Offerings completed o 30 June 2002,

Cusring the period, specialised funds under
managemeant grew to $14 billion {inciuding undrawn
commitments of $1.1 biflion from $11.8 biflion (1.7
biliion undrawn).

Activitiss are aligned into industry groups. Highlights
for these groups are discussed below.

Highlights for the Infrastructure and Utilities Group
included a leading rofe in the Southern Cross
Consoriium’s successid bid for Sydney Airport,
refinancing Transurban Group's existing debt facilities
with a mixture of bank and capital markets facilities
totaliing approximately $2.02 bilion, including the
largest single corporate bond issue for an
infrastructure asset in Australia to that time, and a
continued increase In the number of offshore
fransactions:

— KESAS tolf roads refinancing (advising on an issue of
lslamic bonds) in Malaysia;

— project financing for gas meters for United Utlitles in
tha UK;

advising MIG on the acquisition of an 82 per cent
inferast in San Diego Expressway Partnership
Limited, the concession owner for the SR125 toll
road in San Blego, California; and

advising on the purchase of a 44.7 per cent interest
in the Rome airport system.

Highiights for the Industries Groups included:

the acquisition by the Bank of ntl Australia Holdings
Pty Limited {subssquently renamed Broadcast
Australia Moldings Pty Limited) from ntl ing for $850
rmiiion;

continuing international expansion, including advising
Village Roadshow on the sale of a Korean cinema
business;

acting in relation to the sale by AXA AP of iis health
insurance operations for $535 million;

acling as sole lead manager and underwriter 1o the
issue of $350 milion of Reset Preference Shares by
nswrance Australia Group Limited (*lAG™} and as sole
adviser for 1AG's subsequent $300 milfion struciured
off-market ordinary share buy-back;

— advising Centennial Coal on its $331 million

acquisition of the Powercoal assets from the New
South Wales Government;

advising Francisco Gold on a successid CF240
miflion scrip offer made by Glamis Gold. This was
Macquarie's first advisory role on a public company
acquisition within North America;

joint lead manager and underwriter to the successiul
$720 million non-rencunceable shareholdear
entittemant offer by Clantas;

adviser to United Group on its acquisition of KFPW,
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— manhaging and underwriting an issue of $140 Macquarie Capital expsrienced growih in its

million of Reset Praference Units by Macquarie
Goodman Capital Trust, the largest hybrid capital
ralsing in the listed property trust sector in 2002 o
date; and

arranging the $354 million initial public offer (PO} of
Macquarie Frologis Trust, the fiest property trust
PO since 1999 and the first Australian listed
property trust to invest in US industrial property.

Structured Finance and Cross-Border Leasing
{aunched two new fund products during the period,
the Macquarie Nine Film fund and the Fusion
funds, ratsing $200 milion in total and completed
cross-border leasing ransactions during the first
half for a number of clients inciuding Oantas,
SNCB (Belgian rail), Austrian Post and Swisscom.

Infrastructure and Specialised Funds Division
continued 1o experience strong growth in funds
under management and management fees as i
buift upon its world class portfolic of assets.
Highiights included launching MCG with the
Broadcast Australia business as its ssed asset,
completing a $1 bilion capital raising for MIG for
the acquisition of an additional interest in Highway
407 in Toronto and MIG's acquisition of an 82 per
cent interest in the SR125 toll road concession.

As part of the Southern Cross Consortium,
Macquarie Alrports (MAR; acquired an interest in
Sydnay Airport and, subject to reguiatory
approvals, will acquire an interest in the Rome
airports. The MAp share price, in a tough and
negative environment, continues to be a
disappointment and, as previocusly mentioned, is a
key focus of management attention. The
perfarmance of the overall portiolio of Macquarie’s
specialist funds, however, continuss to be very
good.

business both in Australia and internationally. The
leasing book {which includes motor vehicles and
information technology equipment) grew fom 31.8
billion to $2.2 billion during the period.

The profit contribution from the Institutional
Stockbroking Division and Macquarie
Research Equities was down in a challenging
pariod. However, brokerage continued its upward
frend, reflecting improved sales and ressarch. The
client base is now &0 per cent international and 50
per cent domestic, serviced by sales teams
located in Sydney, Msibourne, London, Munich,
New York , Hong Kong, Wellington and Auckland.
The Asian Eoudties business continued 1o grow,
particularly in Hong Kong where research capacily
has expanded io cover 55 per ceni of that market
{compared with 96 per cent of the combinaed
Australian and New Zealand markats).

Qutlook

The Group expects to be able {o maintain or
improve on its full year contribution tast year. Some
businesses may be adversely impacted if
international equities markets remain depressed.
Currently, the deal pipsline is at least as strong as
this time last year. Significant ransactions currently
being undertaken are:

— advising Placer Dome on its bid for AudonGold;

— advising the prefered tenderer for the Wasterm

Sydney Orbital; and

— acting in a number of roles in relation 1o Powsrco's

acquisition of substantial gas and electricity
distribution assets in New Zealand.
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TREASLIFY ANE COWMRIOIHTIEE SR

The Group's contribution was up by more than 100
per cent on the prior comesponding period. Strong
contributions were made from all major businesses
with Foreign Exchange, Treasury, Metais and Mining
and Debt Markets Divisions all achieving excellent
mesufts. The Group has actively increased its market
share as competitors have withdrawn from some of
its markats.

Foreign Exchange Division provides 24-hour
intarbank price-making services in Australian doltar
spot, forwards and options and provides inlerbank
pricing in Yen and Euro during the Sydney ime zone.
Foreign Exchange had a notably good period with
very gocd customer business flows and strong
contributions from sach business within the Division,
with all of them exceeding last year's first haf
performance. The Internet delivery business initiated
24 months ago is now opening new markets and has
generated a sound contribution to the Division's
profits and diversity.

Metals and Mining Division provides 24-hour price-
making facilities for base and pracious metals, as well
as loan financing and structured hedging facilities for
mining companies and projects, Metals and Mining
recorded a strong result for the period, mainly
atiributable o the performance of the precious metals
business.

Debt Markets Division is invoived in debt orgination
and structuring, trading and sales and interest rate
dervatives. The Division is independently recognised
as a market lsader in the arrangement, structuring
and placement of rated mortgage, asset-backed and
project-based structured deals. Debt Marksts finished
the period significantly ahead of the prior
corresponding period. It was the sole lead in over
$1.2 hilion of deals and placed 31 bilion of paper
frorn those programs.

Treasury Division (formerly Money Market Division} is
mesponsible for the Bank's balance sheet, liquidity and
interest rate management. Treasury achieved first half
resufts significanily ahead of the prior corresponding
pericd.

Agricultural Commodities Division providas risk
management solulions to the agricultural industry
ghobally, with its core business being the provision of
tallored, over-the-counter hedging transactions.
Agriculiural Commodities had a strong result in line
with the previous corresponding pericd. Agricuitural
commodity markets are currently showing no signs of
the disruptions of the second half of the prior year.

Futures Division maintained its lsading position in
clearing and number two position in execution on the
Sydney Futurss Exchange. The Division recorded a
good result for the period marginally above the prior
corresponding periad.

Risk Advisory Services has specialised teams that
focus on providing independent risk and financial
management advice to clients in commodity marksts
and treasury. I also has a specialised team
responsilbie for the outsourced management of over
34 billion of debt and asset porifolios for clients. Risk
Advisory Services had a strong period, contributing
significantly more than in the prior corresponding
pariod.

Qutlook

The Group will continue to focus on growing its
activities and increasing profitability from existing and
new businesses, white maintaining a conservative risk
profile. New energy trading and finance businesses
focused on international markets are now established
but they did not contribute any incoms to the Group
in the first half of this year. The current fransaction
pipeline is good. However, the markets in which the
Group operates, particularly commodities markets, are
variable and condiions in these markets will be a
major factor in the Group’s future performance.



INTERIM REPORT

Macquarie Bank Limited

ARG AN BROBPERTY GROES

The Banking and Property Group achieved a 65 per
cant increase in contribution compared 1o the prior
corresponding periad with ali the property businesses,
Banking and the Golf and Leisure business realising
record performances.

Banking achieved a record resuft with excellent loan
growth and low default levels. The business has
achieved an improved revenus mix due to the
strategic indiatives undertaken to build fee generating
businesses and products, fee reviews and the
automation of fee collection. The result reflects an
increase in gross revenus, cost containment and
strong productivity gains from improvements 1o
systems and back-cffice processes delivered over the
past two years.

Margin Lending achieved a record number of
transactions for the June peak period. it continued to
axpand its product offering with the launch of Fusion
funds - protected lending on managed funds and the
successiul implementation of trading in New Zealand
securities for New Zealand margin lending clients.

Mortgages and Securitisation funded the highest
volume of new morigages since the establishment of
thae business. Sirategic partnerships with Mortgage
House of Australia, Aussie Group and Australia’s
largest mortgage broker, Australian Finance Group,
have resulted in increased rmarket share and
diversified originations. Securitisation launched G2 -
the Division’s second US bond issue for US$1 biion
and P8 - a domestic bond issue of $750 milion in
Oetober 2002,

Golf and Leisure supporis our growing involvement
in the leisure industry. | includes Medallist
Cevelopments, Macquaria's joint venture with Greg
MNorman's Great White Shark BEnterprises, the
Macquarie Lelsure Trust, and other lelsure interssts.
Medalist continued to expand beth in the US and
Australia and experienced strong sales across its
projects, which have a total of 8,500 residential units
in development or developed.

Macquarie Properly achisved a record resuft for the
pariod with alf businesses contributing strongly. iotal
listed and unlisted fund asseis under management
grew to nearly $5 bilion,

Property Investment Banking was responsible for
raising $760 million dollars in debt and eguily during
the last six months. Major activities included a debt
financing and arranging rofe for the $284 milion World
Square project, one of Sydney’s fargest commercial
developments, and 2 financial adviser and amanger
mandate from the Royal Automaobile Club of Victora
{RACY) for the $1658 milllon office, club and
conference development in Metbourne.

Property Finance’s loan portfolic grew by 20 per
cent, as the business continues to fund in excess of
$1 billion of residential, commerdial, retall and
industrial projects across Australia and increasingly in
the US.

Property Investment Management completed the
targest commercial property syndicate in Australia -
Macquarie Martin Place Trust (MMPT) - 1o own 50 per
cent of the 3424 million premium grade, No. 1 Martin
Place, Sydney building. The balance of the groperty
was purchased by Macquarie Office Trust (MDF}.
Invesiors in Macquarie CountryWids (MCW) and MGF
earned superior total investment returns relative to
respective peer group benchmarks. As a result,
significant performance fees were earned by the
division for the year ended 30 June 2002, The
successiul initial public offering of the Macquarie
Prologis Trust, which invests in state-of-the-art North
American distribution facilities was a maijor strategic
milestone.

Outlock

The Banking and Property Group is well positioned to
maintain its strong performance in the medium term
althcugh its contribution in the second half will be
down on the first half and in fine with the prior
corresponding period. 1t will continue to take
advantage of international opporiunities in its
specigiist areas and 10 consolidate its Australian-
based businesses. it will look fo continue to replicate
fis Australian model in offshore markets by leveraging
relationships such as with the Probogis group and
develop a foothold in Asian markets where real estate
investment trusts legistation is creating opportunities.
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ECHATY MARKETS GROU

Despite extremely difficult market conditions in most
stock markets in which the Equity Markets Group
operates, the Group operated profitably with the result
for the period only marginaily down on the prior
corresponding peried. The composition of the result
was similar to the prior corresponding pericd — the
Austraiian and South African businesses performed
stronghy, maintaining leading market shares in thess
markets whilst the Group's Asian and Buropean
operations were affected by the poor trading
conditions in those markets. The Brazilian business
made a small but promising contribution in only its
second year of operation.

The Australian operation made the most of resilient
retall demand during the six months to 30 Sepiember
2002, Product issuance, in particular instaiment
warrants, reached record levels with Macquarie
continuing to be the leading issuer. In addition, the
business regained its lrading market position in vanifia
warranis, generating record income levels despile a
contraction in overall market volumes. There was also
a steady stream of deals in unlisted producis
throughout the period.

The South African equity derivatives venture with
The Standard Bank of South Africa produced another
good resull. Deal flow remained relatively strong for
the six months and the business continued to be the
imading warrant issuer and markei-maker in over-the-
counier struciured equily derivatives in South Africa.
The arrangemeant terminated in November 2002 and
the Bank is currently investigating its options in South
Africa.

The Hong Kong business continued 1o suffer from
poor retall demand especially in warrants wheare
achvity levals have reached six year lows.
Notwithstanding this, the business was still profitable
with the result being only slightly below the prior
corresponding period. During the period, Macquarie
maintained is top three position in the warrants
market and also successiully infroduced a number of
innovative products, both listed and unlisted.

The Japanese equity derivatives business venture
with Mizaho Securities continues fo experience very
difficult trading conditions, with the Japanese stock
market reaching ninsteen-year lows. As a result,
customer deal flows have remained very subdued.
The business is running at break-sven, has expanded
its staffing resources and is weil positioned 1o take
aclvantage of any improvement in market conditions.

The Group’s European business, which is now in its
third vear of operation, incurred a small trading loss
for the haif-year. The Furopean markets have fallen
significantly during the vear and this has impacted the
business’ activity levels. Product issuance has
commenced with the initial focus being German
warrants and unlisted structured products,

The Group's operations in the Brazilian equity
derivatives market surpassed expectations and made
a small profit in only s second year despite the
uncertain political and economic envirenment. The
focus is on providing equity structured products 1o the
sizeabls local pension fund industry and the business
has alyeady estabiished itself as a significani player in
this market segment.

Qutlook

Equity Markets Group remains leveraged to market
conditions. K is likely that any pericd of relative
stability will lead to an improvemsnt in investor interest
and trade volumes. Should this ocour, the Group is
well pasitioned o take advantage of trading
opportunities as they arise. The Group is investigating
its options in South Africa as a matter of priorty. T is
alsc at an advanced stage of negotiations for a new
joint venture in Korea.
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FLIMDE BEANAGEMENT GROUR

The Funds Management Group is Macquarie Bank’s
primary manufacturer of funds management products
and services and markets its capabifiies in the
institutional market both in Australia and overseas.
The Financial Services Group markets the Group's
capabiliies in the Australian retall market.

The Group's interim profit contribution for the perod
was steady.

Cespite falls in equity markets, the Group continued
o expand with total funds under management
increasing by five per cent to 328.3 billion. The
international performance was particularly pieasing,
with our share of funds under management increasing
by 24 per cent to $1.9 bilion. Wholesale domaestic
funds increased five per cent to $15.2 billion and retail
domastic funds were up two per cent to $11.2 bilion.

Macquarie Funds Management Division operates
the Group’s wholly-ownad businesses in Australia and
offshore. The diversity of the Division's business
enabled it to continue to increase market share. In
particular, strong inflows into the Group's fixed interest
(up 35 per cent) and property funds [up 52 per cent)
movre than offset the impact of worsening equity
market conditions. The True Index range of products,
which deliver exact index returns for no management
fees through an innovative pricing struciure, continue
{0 enjoy increasing popularity in the market, with
funds under management reaching $1.7 bilion.

The Division’s enhanced squities operations in Hong
Kong and the UK produced encouraging performance
refative to their benchmarks.

Exporting the Funds Managemeni Group's experlise
and technology, the International Division builds
independently viable funds management businessas
in developing financial markets with strong growth
potential. 1f currently oversees joint veniures in
Malaysia (30 per cent interest), with AmMerchant
Bank Berhad (formerly Arab-Malaysian Merchant Bank
Berhad) and in South Korea (85 per cent interest) with
M & Co., Lid.

Yotal funds under management for the Division’s joint
ventures increased 24 per cent over the period to
£4.1 billion (of which Macquarie's share is

$1.9 biflion). The Division posted an increased profit
contribuiion for the period, dus mainly to the Korean
business.

The Malaysian joint venture’s funds under
management increased by 27 per cent to 32.1 billion
over the pariod. The business is the largest
institutional asset manager in Malaysia. its overall
share of the Malaysian private asset management and
unit trust market has increased to around 12 per cent.

The Korean jcint venture, launched in December
2000, also experienced strong growth in funds under
management, increasing 22 per cent to $2 billion. its
recurting operating revenuss now exceed operating
expensas. The business held a share of around 0.6
per cent of the Korean asset management industry at
the close of the period.

Outlook

The Group expects continued strong growth in its
infernational business, particulary in Korea whers
growth is expected o be supporied by Macouarie

i #e Limied's involvement in the consoriium to acquire
Kerea Ufe Insurance. Within Australia, increased
growth is expected from market share gains in the
wholesale business and continuing strong flows into
the True Index products. The Division continues o
seek oppartuntties 1o form ventures in other Asian
rnarksts.
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FEARNCIAL SERVICES GROLE

The Financial Services Group performed wall during
the hali-year to achieve a breaksven result as
forecast, despiie a depressed sharemarket and
reduced investor activity.

Following a peried of solid expansion, the Group has
concentrated on consolidating its business,
communicating with its direct and intermediary clients
during the recent market volatility and restruciuring to
provide a more streamiined management structure
with clearer accountabilitiss.

The Macguarie Cash Management Trust (CMT), the
largest CMT in Australia, performed steadily, growing
by four per cent to $8.5 bilion. The Macquarie CMT
has a AAAM rating from Standards & Poor's, the
highest rating available 1o a cash managsment trust.

There has been continued strong growth in the
distribution of products from other Macquarie Bank
divisions throughout all of the Group’s channels,
positicning the Group as the Bank's major retail
relationship manager for both direct and intermediary
clients.

Macqguarie Financial Services, which provides
strategic financial planning, broking, investment
planning and private banking services continues to be
a leadar in the full service stock broking market and is
growing strongly in the financial planning advice
sphere.

Macqguarie Adviser Services, the Bank's major
relationship manager with the intermediary channel,
has strengthened its position as an innovative and
inng-term pariner to the independent financial adviser
market.

Within Macquarie Adviser Services, Macquarie Wrap
Solutions continued to grow substantially during the
first half of the year. Despite the significant impact
caused by the market downturn, Macquarie Wrap's
Funds Under Administration grew from $3.9 bilion to
$5.7 billion during the period, making i the fastest
growing administration platform in the industry for the
June quarter according to market researcher ASSIRT,
Macquarle Wrap also led industry inflows for the
March guarter.

Macouarie Wrap was named the second place finalist
in the ASSIRT Best Master Fund / Wrap Account
Awvard for 2002. Macquarie was also runner up in the
ovarall Adviser Service Award category.

The Group's strategic information technology
development program is now almost complete and is
axpecied to be finished by the end of the calendar
year but some of the costs will continue to amortise
for some years. The overall program will be complated
on time and within budget; a significant achisvement
given the scale of the undertaking and the speed of
exacution.

A major project aimed at improving the client and
adviser experience, while reducing the Group's
operating costs, is also near compietion.

Qutlook

With the imminent completion of the strategic
fechnology and pracess improvement projects, the
Group s well placed to achieve is target of full year
profitability by the end of the financial year but the
result witl depend on market condifions. We expact
continued growih in Macquarie Wrap with a focus on
functionzlity and service. Increasing awarenass of
Macquaris in the retall market and continued
commitment o client relationships remain core
ohjectives of the Group.
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CHFECTY INVERTRMENT

Cirect Investment reported a small loss for the period
reflecting that there were no realisations during the
pariod. This was principally due to a subdued private
aquity market and unfavourable exit conditions. The
Civision’s primary focus over the pericd was on
budlding value within the existing portfolic of 19
invesiee companies.

Almaost ali of these companies are performing at or
ahead of plan, and the expectation is that several of
thase will be realised during the second half of the
year. Buring the period, strong operating
parformances were reporied by JB Hi-F, SCIA and
Automotive Parts Group (Repco) all of which have
contributed to a very encouraging start for Macquarie
tnvestment Trast 1H (WY 1) 1n Bond Strest
nvastments, Cki4 Pty Ltd was awarded preferred
bidder status to supply gas to the Townsville power
siation and this company entered into a 15 year gas
supply contract for that purpose.

Outlook

During the half-year, discussions were intitiated with
trade buyers that have expressed interest in three
investes companies and the expectation is that a
number of these fransactions could close pricr to vear
end. Flans are also well advanced fo list another
investes company in the New Year, Assuming these
transactions are compieted, the Division should report
good earnings for the full year.

With all existing trusts now effectively fully invested,
fundraising commenced in July 2002 with the launch
of Macquarie Investment Trust V. Commitments of
approximataly $90 million have been recelved to date.
A first close is expected by January 2003,

TOTAL GROUR PUNDS UNDER MANAGEMENT
Funde under management were $48.9 bifion at

30 Sepiember 2002, an increase of $5.8 bilion from
31 March 2002, resulting from growdth across all
segments. The Macquaris Cash Management Trust
graw to $8.5 billion during the half and condinues fo
be the largest cash management trust in the
Australian market. Funds under management are
those assets that the Group aclively manages and
the underlying business is wealth creation. These
assets are delaied below:

FLHGERS UIMEMEE RANAGERERT I8 BILION

G0 Benpt J002

BT Wareh 2062 H Bapd 2007

Spedcialist Funds 18.6 14.2 10.0
Funds Management and Financial Services

- Retail 1.2 11.0 0.8
- Wholesale 17.1 16.1 137
fotal 45.9 41.3 34.5
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In accordance with fts current distribution policy, the
Board has rescived 1o pay an interim ordinary
dividend of 41 cents per fully paid ordinary share in
respact of the half-year to 30 Sepiember 2002
franked to 85 per cent. 11 per cent of the ordinary
dividend is scurced from the foreign dividend account
— this has no impact on Australian resident
shareholders but for offshore resident shareholders,
dividend withholding tax will only apply 1o four per
cent of the dividend.

The record date for the ordinary dividend will be 23
November 2002 and it will be paid on 20 December
2002, This represents a payout ratio of approximately

45 per cent of first half earnings. The Dividend
feinvestment Plan activated in May 2002 remains
open 1o Australian and New Zeaiand resident
sharsholders to reinvast thelr dividends in ordinary
shares ai a 2.5 per cent discount to the prevailing
market price.

The Bank will also pay a dividend on the Converting
Preference Shares on 16 December 2002, Tha
dividend will be in accordance with the terms of issue
of those shares and will also be franked 1o 85 per
cent. The record date for this dividend will be

2 December 2002,

EABREMMATE GIVEFRANGE

The Board of Voting Directors (the Board) is
responsible for Macquarie Bank Limited. The Board
recognises the need for its active commitment in
ansuring superior financial performance of the Bank,
while meeting stakeholders’ expeciations of sound
corporate governance practices. In conjunction with
management, the Board has reviewed s corporate
governance practices. Some key actions have already
been implemnented and others ars in progress and
these are described below.

Board Composition

At the date of this report, the Board comprises eight
Voting Directors. Five of these Voting Directors are
MNon-Executive Cirectars (INEDs). The Board recognises
that independent directors are important in assuring
shareholders that the Board is properly fulfiling its
ovarsight role and is diligent in holding senior
management accountable for its perdformance.
Regarding this, in Ociober 2002, the Board resolved
that its composition should continue o include a
majority of non-executive directors and, by

1 July 2003, a majority of independent directors, as
defined below.

The maximum number of Voting Directors who may sit
on the Board is currently ten. The Board is seeking 1o

make two further appointments of independent Voting
Direciors to be made as soon as possible and no fater
than 30 June 2003.

After reviewing Australian and international
formulations, the Macquarie Bank Board has
determined that Voting Directors will be considered
independent f not a member of management {a Non-
Exacutive Director) and if they meet the following
criteria {to the satisfaction of the Board Corporate
Governance Commiltee):

— Is net a shareholder of a company holding more
than ten per cent of the Bank’s voting stock or an
officer of or otherwise associated directly or
indirectly with a shareholder holding more than fen
per cent of the Bank's voting stock.

— Has not within the last three years been employed
in an executive capacily by the company of another
group member or been a director after ceasing to
hold any such employment.

— ls net a principal or employee of a professional
adviser to the Bank and its entities whose bilings
axcead five per cent of the adviser's total revenues.
A Voting Director who is a principal or employee of
a professional adviser will not participate in any
consideration of the possible appointment of the
professional adviser and will not participate in the
provision of any service to the Bank by the
professional adviser.

— Is net a significant supplier or customer of the Bank
or its entities or an officer of or otherwise associated
directly or indirectly with a significant supplier or
custamer. A significant supplier is defined as one
whose revenues from the Bank exceed five per cent
of the supplier's total revenus. A significant
custamer is one whose amounts payable to the
Bank excesds five per cent of the customer's fotal
oparating costs.

— Has no material contractual refationship with the
Bank or any of its associates cther than as a
director of the Bank.

— Is net a director of any of Macquarie Bank's
subsidiaries or responsible entities.
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— Mas no other interest or relationship that could

interfere with the Voiing Director’s ability to act in the
best interasts of the Bank and independently of
ranagement.

Board Commitiees

In October 2002, the Board established a fourth
Board committee, the Corporate Governance
Committer, 1o advise the Board on corporate
governance matiers. The members of the Commities
are Kevin McCann {Chairman), Mark Johnson and
Barrie Martin. The Committee’s responsibilities are
deocumented in a charter and inchude:

to undertake an annual review of the alignment of the
Hoard's operations with best corporate governance
practice;

to undertake an annual review of the effectiveness
with which Board Committess have discharged their
function;

to oversee the procass for the annual review of the
Chief Executive Officer and Executive Chalrman;

to approve the corperate governance statements of
the Bank and to monitor the corporate governance
statements of the Bank’s subsidiaries and funds that
the Group manages,

to determine the independence of Vioting Direciors
and monitar the ongoing siatus of those Directors;
and

to review existing behaviour and ethical guidelines for
Voting Directors and consider questions of possible
conflict of interast arising for Voiing Directors.

ln October 2002, the Board resolved that a majority of
the members of each Board commitiee should be
independent directors, that the Audit and Compliance
Committes will continue to comprise only
independent directors and that the Remuneration
Committes and the Corparate Governance
Committes be chaired by independent direciors. As
a consequence of this policy, Helen Nugent has
replaced David Clarke as Chairman of the
Remuneration Commitiee but he will remain a
member of thal committee.

Board and Director Performance

One-third of the Board {excluding the Managing
Director) must retire at each annual general meeting.
In November 2002, the Board approved a policy that

a NED be subject to a formal performance appraisal
prior 10 the Board determining whether to
secommmend the re-slection of that NED to
sharsholders. Furthermore, to ensure the Board has
tha benefit of regular new input and 1o avoid the
potential for loss of objectivity over time, all new NEDs
will retire after tweive years. Transitional arrangemeants
will apply to existing MNEDs.

In November 2002, the Board also agreed 1o a
performance self-assessment svery year.

Board Processes

The Board normally meets at least once each month.
In Novemnber 2002, the Board approved a policy that
all independent Voling Birectors will meet at least
once per year in the absence of management and at
other imas as they shall determine. The convenor of
such meetings will be the Chalrman of the Corporate
Governance Committee.

Corporate Governance in Macquarie-managed
Infrastructure Funds

An integral part of the success of Macquarie’s
Infrastructure Funds Management Business has been
its ability to draw upon the rescurces of the broader
Macquarie group, particutarly the global advisory team
in ite Investment Banking Group which contributes
strongly in estabiishing funds, asset sourcing and
execuiion of acquisitions and financings.

To protect the interests of investors, Macquarie
applies a governance framework to its specialist
funds activities. In November 2002, the Board
mviewad and enhanced this framework for the
infrastruciure funds management business. The key
alements are as follows:

The boards of both the corporate vehicles and the
management company/Responsible Entity of the
trusis of listed Macquarie managed funds wil
comprise a majority of independent directors. The
definition of independence will be consistent with the
Bank's new definition.
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— Related party transactions with Macquarie entities wil
be clearly identified and governed by rules reguiring
thay be undertaken on anm's length terms.

— Only independent directors make decisions about
fransactions which invoive Macquarie or its affiliates
as counterparties. Macquarie directors do not
participate in voting on related party matters.

— All related parly transactions will be tested by
reference to whether they mest market standards. In
particular, fee schedules and mandats terms and
conditions will be subject to third party expert review.

— There is a separate infrastructure and specialised
funds division and staff in this area are dedicated to
the funds management business. They serve the
interests of unitholders and the boards of the funds.

— Al recommendations to fund boards are prepared by
funds management staff and all information and
analysis supporiing the recommendations to the
boards are reviewad or prepared by funds
managemant siafi.

— Each listed fund has a Managing Director.

— A ‘Chinese Wal’ operates between the infrastruciure
funds management business and other parts of the
Bank.

Similar principtes will apply to property trusis
managsd by wholly-cwned Macquarie entities.

PAHAY WE BTAND PO
Macquarie Bank aspires to be a pre-eminent provider
of financial services over the long haul.

We recognise that, however our achievemenis to date
are judged, the quest for improvemsnt is never
ending. The Macquarie culture is represented by the
way in which we act and work together. The values
to which we aspire are summarised in six principles:

— intagrity

— Clieni commitment

— Strive for profitability

— Fuifitment for our pecple
— Tearmwork

— Highest standards

Our commitment to these six principles is vital for
continued growth and prosperity.

CHFTLOCH

The Bank’s diverse businesses enable it o continue to
parform well despiie challenging market conditions.
The Bark has gained market share as its international
competitors rationalise their businessas. The Bank has
many growth initiatives underway and the cument
pipeline of transactions is satisfactory. We will also
continue to benstit from an ongoing focus on costs.,

We are confident about continued growth in our
spacialist funds although there will be a slowdown in
listed infrastructure in Australia in the shori-term.

While the Bank's businesses are in good shape both
in Australia and internationally, the result for the full
year will again be influenced by conditions in the
markets in which it operates and the success rate in
investment banking transactions.

We currently expect that the second hali-vear result
will be up on the prior comesponding period but lower
than the first-half result because of the fiming of
performance fees and uncertain gicbal markats,

We remain positive about the infiatives which we have
in progress and the medium-term cutlock for our
businesses.
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EHREGTORS REPORT

for the half-yvear ended 30 Seplteamber 200

tn accordance with a resoiution of the Voting Directors
(“the Directors") of Macquarie Bank Umited {"the
Bank"j, the Directors submit herewith the Siatement
of Financial Position as at 30 September 2002, the
Staterment of Financial Performance and Statement of
Cash Fows of the Bank and its controlled entitiss
(together "the economic entity™} for the half-year
ended on that date (“the period") and report as
faliows.

DHRECTOMS
At the date of this report Directors of the Bank are:

Executive Directfors!

0.5, Clarke, AQ Executive Chairman
Al Moss, Managing Director
M.R.G. Johnson, Deputy Chalrmarn

DHVIDENEES AN DESTRIBUYIONE

Non-Executive Directors:
J.G. Allpass

{.G. Cox, AC

H.H. Martin

MK, McCann

H.M. Nugent

The above Directors each held office as a Director of
the Bank throughout the period.

FESLIY

The consolidated profit from ordinary activities after
income tax altributable o ordinary equity holders for
the period was $183 milion {20071: $130 miffon).

The Bank paid or provided dividends and distributions during the pericd as set out in the tabie below:

Security Payment Payment $ Inrespect of

Date Type year ending/period
Ordinary shares 2 July 2002 Final 103,219,811 31 March 2002 Paid

20 December 2002 Interim 83,038,572 31 March 2003 Provided
Macquarie Income 15 April 2002 Periodic 7,150,685 15 January to 14 April 2002 Paid
Securties 15 July 2002 Periodic 7,230,137 15 April to 14 July 2002 Paid

15 October 2002 Perodic 6,197,260 15 July 1o 30 September 2002 Provided
Convetiing 17 June 2002 Periodic  5519,850 17 December 2001 1o 16 June 2002 Paid
Preference Shares  1g pecember 2002 Periodic 3,214,849 17 June to 30 September 2002 Provided

FEVIEW OF OPERSTIOGNS

A review of the operations of the economic entity and
the resulis of those operations for the period are
contained in the Chairman’s and Managing Director's
tntarim Report.

hx 8-

FEESLAMERRG OF SMOUHTS

In accordance with Class Order 98/0100 issued by
the Australian Securities & Invesimenis Commission
{"ASIC" amounts in the Direciors’ Repori and the
Financial Report have been rounded off o the nearest
miflion doliars unless otherwise indicated.

0.5, Clarke A Moss
Cirector Director
Sydney

13 November 2002
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FTED

CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANGE

for the half-year ended 30 September 2002

Notes  Half-year to Half-year to Half-year to
30 Sept 2002 31 Mar 2002 30 Sept 2001
$'M M '™
tnterest income 525 487 522
Intarest expense {420) {357} (433)
Net interest income 2 165 130 89
Fee and commission income 784 600 510
Fee and commission expense {132) {115} {92
Net fee and commission income 2 662 485 518
Trading income 2 220 163 198
MNet other income/(expenses; 2 52 22 (5)
fotal income from ordinary activities 1,039 B800 800
Employment expenses 2 {521) {424 (430)
Occupancy expenses 2 {45) (44} {40)
Non-salary technology expenses 2 43 (44} {35)
Other operating expenses 2 {165) {10 (114
fotal expenses from ordinary activities {774) {626} (619)
Profit from ordinary activities before income tax 265 174 181
Ihcome tax expense 4 {67) (3% {37)
Profit from ordinary activities afier income tax 188 136 144
{Profiti/loss from ordinary activities after income
tax attributable to outside equity interests 14 n {1 1
Profit from ordinary activities after income tax
attributable to equity holders of
Macquarie Bank Limited* 167 134 145
Cistributions paid or provided on
Macquarie Income Securities 5 {14) (14} {15)
Frofif from ordinary activities after income tax
attributable to ordinary equity holders of
Macquarie Bank Limited 183 120 130
Cents per share
Basic earnings per share 5 81.18 650.70 72.70
Diluted sarnings per share 5 80.18 52.88 71.41

* Thers were no valuation adjustments recognised directly in equity.
The accompanying notes form part of the financial staterments.
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CONSOLIGATED STATEMENT OF FINANGIAL POSHTIO
as at 30 September 2002
Notes As at As at As at
30 Sept 2002 31 Mar 2002 30 Sept 2001
M FM $m
HEBETS
Cash and liquid assets 360 283 298
Securities purchased under resale agresment 2,895 4,313 3,787
Yrading assets 7 5,513 4,864 4779
(iher securities 8 2,288 1,837 1,856
Loan assets 9 11,085 9,208 8,724
Ciher financial market assets 5,550 4,630 8,544
Giher financial assets 1,795 1,927 1,525
Life insurance nvestment asseis 2,473 2,688 2,631
Equity investments 115 102 94
tnvestments in associates and incarporated
joint ventures 108 90 59
Fixed assets 133 135 130
Tax assets 213 156 200
fotal assets 32,538 30,234 30,827
LIABETES
Cue to other financial instituions 627 565 781
Securities soid under repurchase agresment 2,408 928 1,991
Securities borrowed 1,082 2,359 1,017
Deposits 4,486 4,520 4,206
Notes payable 11 11,412 9,434 9,385
Ciher financial market liabijities 4711 3,811 8,167
Yax labiities 42 17 27
(iher financial labilities 2,017 2,923 1,674
Life insurance policy liabilities 2,429 2,539 2,504
Frovisions for dividends and distributions 5 a8 109 87
Ceferred iax liabilities 118 100 122
Other provisions 12 132 120 113
Total liabilities excluding loan capital 29,545 27,425 28,004
Loan capital
Subordinated debt 242 242 2566
Converting Praference Shares 150 150 150
Total liabilities 28,937 27,817 28,460
Net assets 2,602 2,417 2,367
EOMIEEY
Contributed equity
Ordirary share capital 13 1,086 1012 980
Macquarie Income Securities 13 391 391 391
Retained samings 14 717 817 600
Yotal equity attributable fo esquity holders of
Macquatie Bank Limited 2,204 2,020 1,971
Ouiside equily interasts in controlled entities 14 398 397 396
Total equity 2,602 2,417 2,367

The accomparnying notes form part of the financial statements.
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FTED

CUONSOLIDATED STAVEMENT OF CASH PLOWS

for the half-year ended 30 September 2002

Hak-year to kalf-year to Haif-year to
30 Sept 2002 31 Mar 2002 30 Sept 2001
M M M
CLABM FLORVE FROHE OBERATING ACTRITHES
Interest received 593 444 B36
lnierest and other costs of finance (paid} {489) {345) (476}
Dividends and distributions received 40 32 29
Fees and other non-interest income received 675 521 528
Fees and commissions {paid) {127) {66) {90
Net recsipts from dealing in financial instruments 379 617 93
{Payments} to suppliers finclusive of GSY) (34) {418 (291)
Employment expenses (paid} B70) {2e8) (B18)
lncome taxes (paid) (63) {128 {37}
Life insurance invesiment income 49 37 47
Life insurance premiums recelved 957 890 9654
Life insurance (policy payments) {980) {959 (D87)
Broadcasi Australia — net receipts from operations 17 - -
Net cash flows from operating activities 447 427 (202}
CREE FLOWE FIRCHE INYESTING ACTIVWITIES
Loan assets {granted} (4,120) {535) {3,164)
Procesds from securitisation of loan assets 2,502 - 2,268
Recovery of loans previously written-off 1 - 1
{Payments} for investmeant securities {417) {237} {1,551}
Proceeds from the realisation of investment securfties 104 73 48
{Payments} for equity investments 45) 62) {16)
Proceads from the sale of equity invesimenis 7 17 10
{Payments) for fixed assets (32) {29) {48
Proceeds on sale of fixed assels 11 - 4
{Payments} for life insurance investments (3,302) {3,305) {4,498)
Procesds on sale of life insurance investments 3,306 3,281 4,500
Broadcast Australia — payment for acquisition,
net of cash acquired {refer Note 17} {296) -
Broadcasi Australia — cash deconsolidated {refer Note 17) (17) - -
Net cash flows from investing activities (2,2989) {827) {2,366)
EROB FLOANE FROGE FHSANCING ACTIWITIES
Net increase in money market and other deposit accounts 1,855 474 1,757
Proceeds from the issue of ordinary share capital 34 34 BEG
Transaction costs for the placement of ordinary share capital - {3} -
Proceeds from outside squity interest 1 - 394
Dividends and distributions {paid) (69) {101) (112)
Broadcasi Australia — net proceeds from borrowings 137 - -
Net cash flows from financing activities 1,858 404 2,628
Net (decrease)/increase in cash held 107 4 &0
Cash at the beginning of the period 243 239 178
Cash at the end of the period 350 243 234

The accompanying notes form part of these financial stafements.
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MEITES TO AND FOR
FEMAM AL STATEMENTS
as at 30 September 2002

NG PART OF T

1. BARIE OF PEREPAFATION

This general purpase financial report for the half-year
snded 30 September 2002 {"the period”] has been
prepared in accordance with Accounting Standard
AASE 1029 “Interim Financial Reporting”, other
mandatory professional reporiing requirements
(Urgent Issues Group Consensus Views), other
authoritative pronouncemenis of the Australian
Accouniing Standards Board and the Corporations
Act 2001,

This financial report comprises the consolidated
financial statements of Macquarie Bank Limided {"the
Bank" and the eniiies i controlled af the end of or
during the pericd ffogether, “the economic entity”).

This financial report has been prepared on a historical
cost basis. The carrying value of any non-curent
assets does not exceed thelr recoverabls amount.

In assessing recoverable amounts for particular
classes of assets the relevant cash flows have not
been discounted to their present values, unless
ctherwise stated.

It is recommended that this financial report be read in
coniunciion with the 31 March 2002 annual review
and financial report of the economic entity and any
public announcements made by the Bank during the
percd in accordance with the continuous disciosure
requirements of the Corporations Act 2001,

The accounting policies are consistent with those of
the praevious financial year and corresponding pericds,
unkess olherwise stated. Where necessary,
comparative figures have been adiusted fo conform
with changes in presentation at 30 September 2002,

& PROETT FROM ORDINARY ACTIVITIESR

Half-year to Half-year to Half-year to
30 Sept 2002 31 Mar 2002 30 Sept 2001
M FM $m
Interest income
tntarest income received/receivable 525 487 522
Intarest expense paid/payable (420} {3567} {433)
Yotal net interest income 105 130 B9
Fee and commission income
Fes and commission revenus 780 583 598
Fee and commission expense (132} {115} 92)
thcomea from life insurance business
- investment revenue and management fees {38} 131 43
- iife Insurance policy liabilities 56 {1113 {277
- direct fess (3} {3} {4
Total net fee and commission income 662 485 518
Trading income
Arising from trading instruments 138 109 111
MNet gains on foreign cumency trading 53 37 50
Cividenrds and distributions received/receivable
- other trading assels 28 17 37
Yotal trading income 220 163 198




20/21

MACCHIARIE BANK L

and ite controlied entities

2. PROETT FROM OFIHMNARY ACTHATIES bontinued

HaH-year to Half-year to Haif-year to
30 Sept 2002 31 Mar 2002 30 Sept 2001
M M M
Other income/{expenses)
Broadcast Australia — fransmission income 49 - -
Broadcast Australia — gain on deconsclidation {refer Note 17) 54 - -
Share of net {lossesy/profits of associates and incorporated joint
ventures accountsd for using the equity methed {3) 4 2
lncome arising from other securities 3 15 4
Life insurance income earned on shareholders’ funds 3 2 3
Dividends and distributions received/receivable
- other securities and equity investments 16 4 2
Other income 8 9 7
Total other income 128 34 18
Provision for diminution of equily investments 67) - -
Provision for uncertainties (refer Note 12} {5) 2) {3
Charge for specific provisions {refer Note 9
- provided for during the financial year {8) {1 {15)
- written back during the financial year 3 1 1
- loan losses written off {1) {2) -
- recovery of loans previcusly written off 1 - 1
Total net charge for provisions (75) {4 {16)
Other expenses {1) {8 {73
Total other expenses (76) {12) {23)
Net other income/{iexpenses) 52 22 {5
Total income from ordinary activities 1,039 800 800
Employment expenses
Salary, salary related costs, superannuation,
performance-related profit share and siaff training &10) {427) (423)
Provision for annual leave {8) 1) B
Provision for long service leave {2) {1 {23
Broadcast Australia — smployment expenses {3) - -
Total employment expenses {B21) {429 (4305
Occupancy expenses
Operating leass rental {34 {31 215
Depreciation: furniture, fittings and leasehold improvements {7) {7) B
Other cccupancy expenses {4 (&) {3)
Total accupancy expenses 45) {44 {40
Non-satary technology expenses
Information services (16) {18) {15)
Depreciation: computer eqguipment and software (16) {18) {13
Other non-salary technoiogy expenses (11) {12) {73
Total non-salary technology expenses 43) {44 {35)
Other operating expenses
Auditors’ remuneration” {3) {5) 23
Legal and professional fees (34) {26) {25)
Travetl expenses (18) 21 {21)
Communication expenses {8) {9) {10
Depreciation: communication equipmeant {2) 1) {3}
Other operating expenseas 47N {471 53)
Broadcasi Australia — other operating expenses (53) - -
Total other operating expenses {165) {109 (1143
Total expenses from ordinary activities {774} {628) (619}

T Includes rernuneration for audit and other services.,
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3. SECGREENT INFORBATION

The economic entity operates as a financial services provider principally in Australia. Some of the economic
entity’s services and praducis are offered in locations outside Australia, where they are predominately managed
as part of the Australian businesses, not as separate gecgraphic locations.

4, HEUOHE TaxX BEXPEREE
Prima facie income tax on profit from ordinary activities is reconcifed o the income tax expense charged in the
Siatement of Financial Performance as follows:

Hak-year to Hali-year to Half-yaar 1o

30 Sept 2002 31 Mar 2002 30 Sept 2001

M W M

ncome tax {sxpense) on profit fom ordinary activities” {80) {82 {62)
Add/{deduct) tax effect of permanant differences:

Recoupment of group fax losses 4 5 7

Rate differential on offshore income 6 3 8

Cistribution paid/provided on Macquarie Income Securilies 4 4 5

Net effect of different tax rates for life insurance business 2 2 2

Rebatabie dividend income 1 1 1

Cividend paid/provided on Converting Preference Shares 2 (2 (2

Bfiect of change in iax rates (2

(Oiher items 2 - 5

13 13 25

Total income tax {expense} {67) {39) {37)

* Prima facle income tax on profit from ordinary activities is calculated at the rate of 30% {2001: 34%).
The economic entity has a tax year ending on 30 September.

The economic entity is currently subject to an audit by the Australian Taxation Office {*ATO”). Some amended
assessments have been issued by the ATO for the 1988 to 1993 years. Other issues of potential taxation liability
have been raised but have not yet been subiect to the issue of amended assessments. Objections have been
lodged in respact of the amended assessments and the other issues of alleged liability are also disputed.

The ATC is also reviewing the interests held by the economic entity in research and development syndicates.
Amended assessments have been issued in relation to one of these syndicates, against which objections were
lodged and subsequently upheld in the Administrative Appeals Tribunal {"AAT"). On 2 Cetober 2002, the ATO
lodged an appeal against the AAT decision with the Federal Court.

in relation to the Macguarie Income Securities, a public ruling has baen issued by the ATO suggesting that
deductions for distributions on this type of security may not be available. The Bank has received independent
legal advice confirming that deductions are avaitable for the distributions provided. An objection has been
lodged and has been disaliowed. An appeal has been made to the Federal Court.

in preparing this financial report the Directors have considersd the information cumently available and have taken
legal advice as 1o the sconomic entity’s tax liabifity and in accordance with this believe that provisions made are
adequate.
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S, EMWIEMES AND DESTREBUTIONE BRI OF PROVIDIED

Hak-year to kalf-year to Haif-year to
30 Sept 2002 31 Mar 2002 30 Sept 2001
M $t M

Ordinary share capital
lnierim (41 cents per share) 83 - &1
Final (52 cents per share} - 103 -
Total dividends provided 83 103 &1

The interim ordinary dividend provided for the financial year ending 31 March 2003 is 85% franked at the 30%
corporate tax rate. The interim and final dividends paid for the financial yvear ended 31 March 2002 were 70%
franked at the 30% corporate tax rate.

On 8 May 2002, the Directors rescived that they would activate the Dividend Reinvestment Plan {"the DRPY)
affactive for the dividend to be paid on 2 July 2002, The DRP was approved by ardinary shareholders at the
2001 Annual General Meeting. The DRP is oplional and offers ordinary sharehoiders in Australia and New
Jeatand the opportunity 1o acquire fully pald ordinary shares, without transaction costs, at a 2.5% discount to
pravaling market value. A shareholder can elect fo participate in or ferminate thelr volvement in the DRP at any
time.

On 2 July 2002, 1,678,485 fully paid ordinary shares were issued at $29.60 per share pursuant to the DRP
{refer Note 13).

Convertible Preference Shares

Dividends on these shares of 5.5 milion (2001 $5.5 milion} have been charged to the Statemnent of Financial
Performance as interest expense in accordance with AASE 1033 “Presentation and Disclosure of Financial
[nstrurments”.

The dividends paid on 17 Juns 2002 and 17 December 2007 were 70% franked at the 30% corporate {ax rate.
The dividend 1o be paid on 16 Becember 2002 will be 85% franked at the 30% corporate tax rate.

Macquarie Ihcome Securities

Distributions paid {net of distributions previously provided) 8 & G
Distributions provided 5 5 B
Total distributions paid or provided 14 14 15

The distributions pald and provided in respect of the Macquarie Ihcome Securities are classified as distributions
on an equity instrument in accordance with Accounting Standard AASE 1033 "Presentation and Disclosure of
Financial instruments”.
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&, BAFMINGE PER SHARE

Half-year to Half-year to Half-year to
30 Sept 2002 31 Mar 2002 30 Sept 2001
M M $m
Cents per share
Basic earnings per share 91.18 80.70 72.70
Diluted earnings per share 20.18 B82.88 71.41

Reconciliation of earnings used in the calculation of basic eamings per share

Frofit from ordinary activities after income tax 198 135 144
Loss from crdinary activities after income tax

attributable to outside equity interests (1} {1} 1
Cistributions paid or provided on Macquarie Income Securities {14} (14} {15)
Yotal sarmings used in the calculation of basic earnings per share 183 120 130

Reconciliation of earnings used in the calcuiation of diluted earnings per share

tarnings used in calculating basic earnings per share 183 120 130
Additional interest from paying up potential ordinary shares 4 11 10
tntarest saving from conversion of Converting Preference Shares 5 5 5
(Other non-discretionary changes in earnings arising from

dituiive potential ordinary shares 3 11 2]
fncama tax attributable to adjusted sarnings (& {6} (&)
Yotal sarmings used in the calculation of diluted earnings per share 183 141 148

Number of shares

Weighted average number of shares used in the calculation of basic earnings per share

Waighted average fully paid ordinary shares 200,400,414 197,929,118 179,132,994
Yotal weighted average number of ordinary shares used in the
calculation of basic earnings per share 200,400,414 197,929,118 179,132,994

Weighted average number of shares used in the calculation of diluted earmings per share

Fulty paid ordinary sharas 200,400,414 197,928,118 179,132,584
Options 9,046,571 21,817,183 22,343,188
Converting Praference Shares 4,796,316 4,392,065 6,101,033
Yotal weighted average number of ordinary shares used in the

calculation of diluted earnings per share 214,243 301 223,938,366 207,574,215

The weighted average number of fully paid ordinary shares has been calculated using potential ordinary shares
in accordance with AASE 1027 "Farnings per Share™.
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FoTHAIMRG ASHETS

As at As at As at
30 Sept 2002 31 Mar 2002 30 Sept 2001
M M M
Trading securities
Listed equity securitiss 1,760 1,480 1,361
Debt secuwrities 1,266 1,280 1,125
Ceartificates of deposit 678 6520 957
Bank bifs 316 300 486
Commonwealth government bonds 667 220 257
Other government securities 579 573 316
Other OIFCD government securities 24 49 32
Treasury notes 150 225 139
Total rading securities 5,440 4,806 4,667
Other trading assets
Buliion 73 58 112
Total other trading assets 73 58 112
Total trading assets 5,513 4,564 4,779
&, OTHER SROLETIESD
Units and stapled securities held 426 230 155
Less provision for diminution {70) ey (10}
356 221 145
Debt investment securities 1,897 1,701 1,695
Unlisted equity investment securities 35 15 16
Total other securities 2,288 1,837 1,856

The market value of cerlain lsted units and stapled securiliss held at 30 September 2002 was $266 miliion
(2001: $79 milion), as compared to & book value of $222 mifion (2001: $25 mifion).
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S, LAAN AEETE

i

As at As al As at
30 Sept 2002 31 Mar 2002 30 Sept 2001
M FM M
Bue from other financial institutions
Lease receivables 12 12 13
Loans and advances 2,074 BYY 1,760
Yotal due from other financial instiutions 2,086 711 1,773
Bue from governments
Lease receivables 574 522 452
Lcans and advances a5 84 174
Yotal due from governments 668 B06 626
BDue from other entities
(ther loans and advances 7,748 7.395 5,687
Less specific provisions {23} {22} {25)
7,726 7373 b,862
| ease receivables 614 519 483
Total due from other entities 8,340 7.Be2 5,325
‘Total loan asseis 11,085 9208 #3724
Governments include Federal, State and Local governments and related enterprises in Australia.
Specific provisions - loan assets
Balance at the beginning of the period 22 25 12
Provided during the pericd 3 1 15
Bad debts written off (2 {3} 1)
Written back during the pericd (3} {1} {1)
‘Total specific provisions - loan assets 23 22 25
Specific provisions as a percentage of loan assets 0.21% 0.24% 0.29%

The specific provisions refate fo doubtiud loan assets that have been identified and provided for

e AT ALSETES

Impaired assets includes loan assets and derivative financial instruments, which are classified as:

Norn-acorual ioans without specific provisions for impairment & 1 3
Impaired dertvative financial instruments without specific

provisions for impairment 15 15 25
Non-acorual loans with specific provisions for impairment 60 50 657
Less specific provisions {23 {22} {25)
Yotal non-accrual loans with specific provisions

for impairmeant 37 33 42
Impalred derivative financial instruments with specific provisions

for impairment 1 1 -
Less specific provisions {h {1} -
Yotal impaired derivative financial instruments with specific

provisions for impairment - - -
‘Total het impaired assets B0 45 70
Revenue foregone on impaired assets
intarest 2 1 2
Total revenue foregone on impaired assets 2 1 2

Revenue recognised in respect of impaired assets was less than $1 million for the halt-years ended

30 Sepiember 2002 and 2001,
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ThOMOTES PAYARLE

As at Ag at As at
30 Sept 2002 31 Mar 2002 30 Sept 2001
M $'M M
Furo floating rate notes 3,516 3,800 3,570
Furo commercial paper 3,846 2,340 1,880
Negotiable certificates of deposit 2,840 2,149 2,621
US commercial paper 422 509 B4
Domestic issued paper 489 495 509
Other notes 299 241 156
Totat notes payable 11,412 9,434 9,385
Reconciliation of notes payable by major currency:
United States dollars 4,058 4,586 4,871
Australian dollars 3,325 2 656 3,141
Furos 1,231 738 197
Hong Kong dollars 812 B854 356
British pounds 1,472 17 4565
Japanese yen 502 253 354
Other currencies 12 - 1
Total notes payable by currency 11,412 ©,434 9,385

The Bank's primary todl for domestic and international debt issuance is its mudti-curmency, multi-jurisdictional
Debt instrument Programme. Securities are issusd for terms varying from one week 1o 30 years.

i CFTHER PROVISIONG

Frovision for unceraintiss 64 59 57
Provision for annual lsave 41 36 31
Frovision for kong service lsave 27 25 25
‘Total other provisions 132 120 113

Provision for uncertainties

Balance at the beginning of the period 5% 57 54
Provided during the pericd 5 2 3
‘Total provision for uncertainties 54 59 57

Provision for uncertainties as a percentage of risk
weighted exposures 0.55% 0.55% 0.55%

The provision for uncertainties is a general provision and is intended to cover the inherent risk of loss that may
arise from the non-recovery of amounts receivable or contingent exposures.
26/27



IMACCUARIE BANIC LIMETED

and its controlled entities

MECTES TO AND FORMING PART OF
FEMAM AL STATEMENTS
as at 30 September 2002

B GOMNTREBUTED BOAHTY

As at As at As at
30 Sept 2002 31 Mar 2002 30 Sept 2001
$'M FM M
Ordinary share capital
Opening balance of 198,499 828 {2001: 175,868,560)
fully paid ordinary shares 1,012 980 382
Placement of 14,285,715 ordinary shares on
20 September 2001 at 535 per share - 500
Transaction costs for placement of shares - (3)
Placement of 509,866 ordinary shares on
5 Novernber 2001 at $35 per share - 18 -
lssue of 38,880 shares (2001: 45,080 on 18 January 2002 pursuani
to the Emplovee Share Plan at $37.03 per share” - 1 -
lssue of 1,679,485 shares on 2 July 2002 pursuant to the Dividend
Reinvestment Plan at $29.80 per share (refer Note B) 50 -
lssue of 2,353,790 (2001 6,882 286) shares on exarcise of options 34 13 a1
Clesing balance of 202,533,103 (2001: 197,036,561}
fully paid ordinary shares 1,086 1012 980
Macquarie Income Securities 381 391 391
" The value of these shares was expensed as part of the employee profit share podt.
T, BETABED BEARNBGGE AN QUITSIMN ROLHTY INTERESTS
Retained samings
Hatance at the beginning of the period 617 6500 551
Profit from ordinary activities after incoms tax attributable to
ordinary equity holders of Macquarie Bank Limited 183 120 130
Bividends provided on ordinary share capital {83} (103 8t}
Total retained earnings 717 817 600
Outside equity interests in controlled entities
Ordinary share capital 3 8 &
Partnership capital 393 383 393
Accumulated losses {1} {2 3
Total outside equity interests in controlled entities 398 397 396




268/29

MACCHIARIE BANK L

and ite controlied entities

1E, CORMTINGERT LIABRITIES

As at As at As al

30 Sept 2002 31 Mar 2002 30 Sept 2001

M $'M M

Guaraniees {3) 165 142 101
Letters of cradit {a) 71 17 73
Underwsiting facilities 263 4G5 47
Undrawn cradit facilities 2,082 2079 1,928
Indemnities (b} 233 213 224
Total contingent liabilities 2,814 3,047 2,373

{8) All external guarantees, other than those noted for Macquarie Invesiment Management Limiled {"MIML" in (g}
below, and letters of credit are provided by the Bank. included in external guarantees are guarantees backed

by cash of $16.7 milion (2001 $16.8 million).

{b) Balance includes indemnitias granted to countsrpariies in respect of termination and default events in cross-

border leasing transactions.

{c) MIML covenants that while it acts as Single Responsible Bntity of the Macquarie Cash Management Trust,
unithoiders in that trust will be paid upon redemption or repurchase of a unit issusd prior 1o 28 Aprit 1985,
where the unit holder has continuously held unite from 28 Aprll 1988, not less than the sum of $1.00: $61.4
mifliory (2001: $53.2 million). At 31 March 2002 the audited financial report of the Macquarie Cash

Management Trust discloses the value of units on issue and the ihcome entitternent thereon aggregating $8.4

biion (2001 $7.3 bition) and assets aggregating o $8.4 billion 2001: $7.4 bilion).

{d) Contingent Habilities exist in respect of claims and potential claims against entities in the economic entity.
Where necessary appropriate provisions have been made in the financial report. The sconomic entity does

not consider that the outcome of any such claims known to exist af the date of this report, either individually

or in aggregate, are fikely to have a material effect on ils operations or financial position. Informaticn
regarding the ATD audit of the Bank is included in Note 4 - income tax expense.
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L AVERAGHE STATBMERT OF FIANCEAL POSTTHON
Hatf-year to 30 Sept 2002

Av balance Inc/(exp) Av rate
M M %
AEEETE
Interest bearing assets
Cash and liquid assets 61 1 3.2
Securities purchased under resale agresment 3,020 66 4.4
Yrading assets 3,661 95 5.2
(iher securities 1,658 26 31
Loan assets 8,780 312 6.4
Other financial assets 15 - 4.3
Yotal interest bearing assets 18,195 500
Yotal non-interest bearing assets 13,766 -
fotal assets 31,961 500
LEIABEITES
Interest bearing liabilities
Cue to other financial institutions 1,250 (19} 3.1
Securities soid under repurchase agreements 1,543 (34} 4.4
Securities borrowed 1,168 (33} 586
Ceposits 4,705 {91} 3.9
Notes payable 9,854 {192} 3.9
Other liabilities 503 (10} 3.9
Loan capital
Subordinated debt 240 {7} 5.5
Converting Praference Shares 150 8} 7.4
Yotal interest bearing Hiabiities 18,443 {391}
Total non-interest bearing liabiities 10,007 -
Total liabilities 29,450 {391}
Net assets 2,511 108
BOHIYY
Contributed equity
Ordirary share capital 1,055
Macquarie Income Securities 391
Retained samings 667
fotal equity attributable to equity holders of the Bank 2,113
Ouiside equily interasts in controlled entities 398
Total equity 2,511

Average inferest income and expense in relation to assets and liabilities set off in the Statement of Financial
Fasition in accordance with Accounting Standards is not included in the above analysis. Such inlerest and
expense is shown gross in Note 2 - Profit from ordinary activities in accordance with the requirements of
Accouniing Standard AASE 1018 "Statement of Financial Performance”.



Half-year to 31 Mar. 2002

Half-year to 30 Sept. 2001

Av. balance lhc/exp. Awv rate Av. balance Inc./exp. Av. rate
M M % M &M %
63 1 41 53 1 4.2
38645 74 41 3,641 84 4.7
3,756 92 49 2,752 74 5.3
1,743 31 3.5 1,369 28 4.1
8628 268 6.4 8,568 302 7.0
3 - 4.3 75 2 4.9
17,838 466 16,358 431
12,230 - 12,702 -
30068 4566 28,060 491
1,124 (13 2.4 820 {14; 3.8
2009 {41 41 1,385 {33 4.8
1,203 {28 a7 855 {23) 5.4
4374 {78 3.5 3.878 {92 47
8372 {152 3.7 9,884 (2343 47
724 12} 3.3 254 B 4.4
250 7 5.3 2B {7 56
150 {6} 7.4 150 5 7.4
18,208 {337; 17,476 (4143
9,424 - 9,840 -
27,630 {337} 27,316 (4143
2,438 129 1,744 77
1,057 449
391 3391
593 573
2041 1,413
397 331
2,438 1,744
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T ACOLESITHON AN DECONBOLIATION OF BROADCAET AUSTRALLL HOLDERGE 2Ty LHaTED
Acquisition

On 2 April 2002, a controfled entity of the Bank, Macquarie Communications Infrastruciure Limited ("MCIE"),
acquired 100% of the issuad capital of ntl Belgium spr, the chief entity of ntl Australia Holdings Pty Limited,
which was subsequently renamed Broadcast Australia Holdings Pty Limited ("BA". The operating results of BA
have been included in the Staternent of Financial Performance from the date of acguisition untll its
daconsolidation on 12 August 2002,

The fair value of assets and liabilites acquired differs from those disclosed in the 31 March 2002 financial
statements as a result of valuations being finalised subsequent to acquisition and revisions in the final aliccation
of the purchase consideration.

Cetails of the acquisition are as follows:

S'M
Fair value of net assets acquired
Cash and other financial assets 683
Fixaed assets 527
tntangible assets 405
Fayaties and provisions {145)
Bormowings 517)
Yotal fair value of net assets acquired 333
Purchase consideration
Cash consideration 313
Ceferred consideration 20
Yotal purchase consideration 333
Reconciliation of cash movement
Cash consideration {313)
Less: cash acquired 17

Yotal cash outftow {296)
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Beconsolidation

The shares in MCIL and units in the Macquarie Communications Infrastruciure Trust were stapled fogether to
form the Macquarle Communications infrastructure Group ("MCG"). On 12 August 2002, MCG ceased o be a
controlled entity of the Bank following the public offering of 115 million stapled securities in MCG. The Bank has
retained a holding of 50 milion securities, which represents 32.25% of the securities on issue. These securities
must be held in escrow for 2 12 month period and the Hank has agreed to waive s voting rights during this

pariod.
Details of the deconsclidation are as follows:

M
Carrying value of assets and liabilities deconsolidated
Cash and other financial assets 61
Fixed assets 492
tntangible assets” 418
Payabies and provisions {104)
Borrowings™ Q21)
Yotal carrying value of assets and liabilities deconsdiidated {5
Recongciliation of cash movement
Cash received -
Less: cash deconsolidated {17}
fotal cash outflow {17
Gain on deconsolidation
MCG toss from ordinary activities after income fax from 2 April to 12 August 2002 {Bd)
Recoupment of MCG loss from ordinary aciivities after income tax upon daeconsolidation 54
Advisory fees recognised as incoms upon deconsciidation 30
Gain from holding investment in MCG 20
fotal gain on deconsoclidation 50

* Includes advisory fees recognised as income by the Bank upon deconsalidation.
* Includes borrowings from the economic eniity which were repaid subsequant to 12 August 2002,

In addition, the Bank also sarned an underwriting fee of $5 million relating to the initial public offering of
securities in MCG.
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The DCirectors declare that the financial statements
and notes set aut on pages 16 to 32

(@l comply with Accounting Standards, the
Corporations Reguiations 2007 and other
mandatory professional reporting requiremeants,
and

(b} give a frue and fair view of the economic entity’s
financial position as at 30 Sepismber 2002 and of
is performance, as represented by the resuits of
fis operations and its cash flows for the half-year
ended on that date.

tn the Cirectars’ opinion:

(@) the financial statements and notes are in
accordance with the Corporations Act 2001; and

(b} there are reasonabie grounds to believe that
Macquarie Bank Limited will be able to pay its
debts as and when they become due and
payable.

This declaration is made in accordance with a
resoiution of the Direciors.

"

y e
e >

0.5, Clarke
Director

W

A Moss
Director

Sydnay
13 November 2002
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IMACGCIUIARIE BANK LIMITED
as al 30 September 2002

REFPENDENT HEVIEW RERPORT TO Tk

MR e O

Statement

Based on ow review, which is not an audit, we have
not become aware of any matter that makes us
helieve that the financial report, set out on pages
16 to 33 = not presented in accordance with :

» the Corporations Act 2001 in Australia, including
giving a true and falr view of the financial position
of the economic entity as at 30 September 2002
and of its performance for the half-year ended on
that date

* Accounting Standard AASE 1023 “Interim
Financial Reporting” and other mandatory
professional reporting requirements in Australia,
and the Corporations Regulations 2001.

This staterment must be read in conjunction with the
following explanation of the scope and summary of
our role as auditor.

Scope and summary of our role
The financial report - responsibility and content

The preparation of the financial report for the half-
year ended 30 September 2002 is the responsibility
of the directors of the Bank. it includes the financial
statements for the economic entity, which
incorporates the Bank and the enfities it controlled
during the half-year ended 30 September 2002,

The audifor's rofe and work

We conducted an independent review of the
financial report in order for the Bank to lodge the
financial report with the Australian Securities &
lnvestments Commission. Our role was to conduct
the review in accordance with Australian Auditing
Standards applicable to review engagements. Our
mview did not involve an analysis of the prudence of
business decisions made by the direciors or
management.

Prawiliheuns (o ofem

PricewaterhouseCoopers

O.H. Armstrong

Partner

This review was performed in order to state whether,
on the basis of the procedures described, anything
has come to owr attertion that would indicate that the
financial report does not present falily a view in
accordance with the Corporations Act 2001,
Accounting Standard AASE 1029 "Interim Fnancial
Reporting” and other mandatory professional
reporting requiremnents in Australia, and the
Corporations Regulations 2001, which is consistent
with our understanding of the economic entity's
financial position, and iis performance as reprasentaed
by the resulis of its operations and cash flows.

The review procedures performed were imited
primarity to:

* inquiries of Hank personne! of certain internal
controls, transactions and individual items

+ analytical procedures applied o financial data.

Yhese procedures do not provide all the evidence that
would be required in an audit, thus the level of
assurance provided is less than that given in an audit.
We have not performed an audit, and accordingly, we
do not express an audit opinion.

Independence

As auditor, we are required 1o be indepsndent of the
sconomic entity and free of interests which could be
incompatible with integrity and objeciivity. In respect
of this engagement, we followed the independence
requirements set out by The Institute of Chartered
Accountanis in Australia, the Corporations Act 2001
and the Auditing and Asswrance Standards Board.

tn addition to our statutory audit and review work, we
ware engaged to undertake other services for the
Group. In our opinion the provision of these services
has not impaired our independence.

Sydnay
13 November 2002
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Macquarie Bank Limited

Years ended 31 March Hatf-year
1988 1999 2000 2001 2002 2003

Financial performance {Smiltion)
otal income from ordinary activities 665 815 1,187 1,472 1,600 1,032
Yotal expensas from ordinary activities 498 597 8BS 1,147 1,245 774
Profit from ordinary activitiss before income tax 167 218 302 325 355 265
income tax expense 26 B3 73 o3 76 a7
Profit from ordinary activities 141 165 223 272 279 198
Outside equity interest - - - 1 - {1}
Macquarie Income Securities distrbution - - 12 31 24 (14}
Profit from ordinary activities after income tax

attribatable to ordinary equity holders 141 165 211 242 2h0 183
Financial position Smillion)
otal assels 7.5929 9,450 23,389 27,848 36,284 32,5639
Yotal Habilities 7,348 8,805 22,1864 26,610 27,817 29,837
Net assels 581 551 1,235 1,358 2,417 2,602
Hisk weighied assets 4,967 4487 8,511 9,860 10,651 11,812
otal koan assets 3,188 4,002 5,518 7785 9209 11095
impaired assets {net of provisions) 12 44 23 31 49 650
Share information
Cash dividends per share {cents per share)

1ei half 21.0 36.0 34.0 1.0 1.0 410

2nd half 30.0 38.0 B2.0 52.0 52.0

Total BE1.0 68.0 86.0 93.0 93.0
Hasic earnings per share (cents per share; 88.1 101.3 1243 1389 1328 91.2
Share price atl 31 March/30 September {($ 14.35 19.10 2640 2783 3326 2216
Ordinary share capital (million sharas) {a) 157.6 1611 1712 1758 1985 202 .5
Market capitalisation at 31 March/30 September

fully paid ordinary shares) (Smillion) 2.2682 3,077 4520 4,880 B602 4,488
Ratios
Hetum on average ordinary shareholders’ funds 268.1% 26.8% 281%  27.1%  187%  21.3%
Payout ratio B7.9% B7.2% 70.0% 67.5% 73.6% 454%
Tier 1 ratio 11.7% 13.0% 14.5% 128% 17.8%  15.8%
Capitai adequacy ratio 16.4% 17.3% 18.4% 168.0% 19.4%  163%
impaired assets as % of loan assets 0.4% 1.1% 0.3% C4% 05% 0.5%
Net toan losses as % of loan assets G.0% 0.1% C% 0.1% 0.2% 0.0%
Funds under management (Shillion)
Listed 2.3 3.0 4.2 5.9 11.8 15.5
Unlisted

Betall 8.9 9.8 3.6 10.6 1.7 121

Wholesale 105 16.0 125 13.4 17.8 19.3
Total 21.7 22.8 26.3 30.9 41.3 464
Staff numbers 2474 3,119 4,070l 4.467(p) 4,726l 4,740(b)

{ay Number of fully paid shares at 31 March/30 Sept, excluding optlions and partly paid shares.

fy Iﬁciudgs b{)}th permanent staff il tme, part e and fixed term) and contractors {including, consuitants and
secondees).
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CONTACT DIRECTORY

Directory of offices from which Macquarie Bank and/for #s subsidiares conduct operations,

AUSTRALIA
Sydney

Mo, 1 Martin Place
SYDNEY MNSW 2000

Teh (81 2) B232 3333
Fape: (B1 &) 8232 7780

20 Bond Street
SYDNEY MNSW 2000
Tet (B1 2) 8232 3333
Faxe (B1 2) 8232 3380

S Honter Sireet
SYDNEY MNSW 2000
Tet (B1 2) 8232 3333
Fax: (61 2) 8232 Y780

343 George Street
SYDNEY NSW 2000
Te (61 2) 8207 0804
Fap: (61 2) 8207 4803

Adelaide

Macqguatie Investrment
Management Limited
Level 2, West Wing

50 Grenfell Strest
ADELAIDE SA 5000
Tei 1800 806 310
Fax: (61 8) 8410 5450

Macqguatie Financial Services
Level 1 &2, West Wing

50 Grenfell Strest

ADEEAIDE SA 5000

Teh (B1 8) 8203 D200

Fax: (61 8) 8212 4825

Brisbane

Level 1

300 Qusen Street
BRISBANE GLD 4000
Tet (B1 ¥) 3233 8333
Fax: (61 7) 3233 83485

Macqguatie Financial Services
Level 12

Cormalen Place

12 Creek Strest

BRISBANE QLD 4000

Teh (61 7) 3223 5888

Fax: (61 1) 3228 50495

Macquarie Financial Services
Leval 1, Rowes Arcade

235 Edward Strest

BRISBANE QLD 4000

Tel: 81 713221 2140

Fau: (61 71 3225 0356

Gold Coast

Macquarie Financial Services
12 Short Strest

SCUTHPORT QLD 4215

Tel: 31 7) 5532 8955

Fax: (61 71 5532 8731

Gosford

Suite 1

215a Albany Strest North
GOSHFORD NSW 2250
Tel: 81 21 4324 2758
Fax: {61 2} 4324 3824

Kalgoortie

£3 Hannan Sirest
KALGOORLIE WA 6430
Tel: 61 88021 1422
Fax: {61 8 9021 8133

Melbourne

Lewvet 23

101 Colling Street
MELBOUBNE VIC 3000
Tal: {61 3 8635 8000
Fax: {61 3} 9635 8080

Perth

Leved 27

Allendale Square

¥ Bt Georges Terrace
PERTH WA 8000

Tel: 51 B} D224 OB65
Fax: {61 8} 5224 0633

Macquarie Financial Services
Levei 26

Allendale Square

¥ Bt Georges Terrace

PERTH WA 8000

Tel: 51 B} D224 0835

Fax: {61 8} 5224 0885

Shepparton

Macqguarie Financial Services
Shop 10, 127 Fryers Strest
SHEPPARTGN VIC 3630

Tel: (B1 3) 5822 2876

Fax: (B1 3) 5822 1583

Sunshine Coast

Macquarie Financial Services
B Mary Strest

NOGSAVILLE QLD 4566

Tel: (B17) 5474 1608

Fax: (B1 7) 5474 2358

Toowoomba

Macquartie Financial Services
Oid Post Giffice Building

140 Margaret Strest
TOOWOOMBA QLD 4350

Tel: (61 7) 4639 2588

Fax: (B1 7) 4635 3505

Townsviile

Macquatie Financial Services
Ground Floor

51 Sturt Strest

TOWNSWVILLE QLD 4510

Tel: (B1 7) 4771 6084

Fax: (B1 7) 4771 68244



CONTACT DIRECTORY

Directory of offices from which Macguarie Bank andfor its subsidiaries conduct oparations.,

AUSTRIA
Vienha

Macquarie Capital GmbH
Wienarbergstrasse 11
Tower East, 31, Floor

100 Vienna

AUSTRIA

Tel: {43 1) 208 300 20
Fax: {43 1) 208 300 30

BRAZIL
8Sac Paulo

Macquarie Braxt Limnitada
Rua Jderonime da Veiga

45 - 44 andar of. 141

Sao Paulo SP 04536-000
BRASIL

Tel: {55 11) 3066 2600
Fax: {55 11) 3167 3807

CANADA
‘foronto

Macquarie North America Lid
&th Floor

121 King Street West

Toronto

Onfario MHS 379

CANADA

Tel: {1 416) 554 0200

Fax: {1 416) 54 G020

Vancouver

Macquarie North America Ltd
Suite 1780 - Boval Centre

055 West Georgia Strest
Vancousr

CANADA

Tel: {1 B04) BOS 3944

Fax: {1 604) 605 1634

CHINA

Shanghai

Macquarie Securitisation
Shanghai Co., Lid

Suite 5C, Lvl &

Dhongg ¥i Bulilding

88-80 Chang Shu Poad
Shanghal PRG 200040
CHINA

Tel: {86 21) 6249 2212
Fax: {86 21) 6249 2810

First China Property Group Limited

City Center Tower B
00 Zun Yi Road

Hong Giao

Shanghai 200051 PRC
CHINA

Tel: {86 21) 6237 1112
Fax: {86 21) 6237 1387

Tianjin

Macquarie Property China
Mo 145 Wi Nan Bao
Heping Bistrict

Taanjin, 300050

CHiINA

Tel: {86 22) 2313 4528
Fax: {86 22) 2313 4528

GERMANY
Frankfurt

Macquarie Corporate Finance
Besthovensiralie 18

80325 FrankiurtMdain
GERMANY

Tel: {44 60) 7474 4710

Fax: {49 69) 7474 4797

Munich

Stolbergstrasse 22
BOE39 Munich
GERMANY

Tel: {0049) 83 200530
Fax: {3049) 88 2005320

HONG KONG

Macquarie Services (HK)
Macquarie Equities Oplions
17 Citie Tower

1 Him Mei Avenus

Central

HONG KOG

Tel: {85 23 2823 3700

Fax: {85 2 2823 3750

Macquarie Real Estate
Asia Limited

14 Ciic Tower

1 Him Mei Avenus
Central

HOMNG KOMNG

Tel: {85 23 2205 5411
Fax: {85 2% 2055 3768

JAPAN

Tokyo

Macquarie {Japan) Limited
Taishe Seimesi Hibiya
Building 10F

9-1 Yurakucho 1-Chome
Chivoda-ku

Tokyn 100-CO08

JAPAN

Tel (B 3V 8220 2727
Feee: {81 3) 5220 2726

Mizuho Securities

C/- Mizuhe Securities Co Ltd
Level 6

CHemachi First Square

1-5-1, Otamachi Chivodo-ku
Tokyo 100-0004

JAPAN

Tel: {81 3) 208 3268

Fax: {81 3) 3816 7207

KOREA

Seoul

Macauarie international Limited

Seoul Branch

4F Harvwha Buiiding

110 Sokong-Dong, Chung-Ku
Seoul 100-755

KOREA

Tel {822} 3782 2200

Fax: {8223 3YB2 2208

Shinkan Macqguarie Financiaf
Advisory Co. Lid

Macquarie Capitai Korea Ltd.
&th Floor

Harreehya Building

110 Sokeng-Dong

Chung-Ku, Seoul 100-755
KOREA

Tel: {822} 3705 8500

SMFA fax: [B22) 3705 8B5S
Mac Cagp fax: {822} 3705 8585

Kookmin Bank

Leval 8

Kookemin Bank Building
9-1, 2-Ka, Mamdasmun-Bo
Choohg-ku

Secul 100-703

KOREA

Tel: {822} 317 2218

Fax, {8223 317 2778



Macquarie Korea

Seoul Branch

4F Hanwha Building

110 Sokeng-Dong, Chung-Ku
Seoul, 100-785

KOREA

Tel: {B22) 3782 2200

Fax: {822) 3782 2299

Macquarie - IMM Asset
Management Lirnited

4th Floor

Harwha Buiding

110 Sokong-Dang, Chung-Ku
Seoul, 100-07C

KOREA

Tel: {B22) 3782 2300

Fax: {822) 3Y82 2400

MALAYSIA
Kuala bumpur

Macqguarie {Malaysia) Sdn Bhd
Favel 12

henara Bion

27 dalan Sultan Isrnail

B0250 Kuals Lumpur

RAALAYSIA

Tel: {60 3) 2381 3081

Fax: {60 3) 23581 3082

{Labuan

Macaquarie Bark Limited
{Labuan Branch)

Unit Levet 3 (A} Main Office Tonwer
Financial Park Labuan

Jalan Merdeka

B7000 Federal Territory Labuan
hAAL AY SIA

Tel: {BD 87) 583 080

Fax: (B0 87y 583 088

NEW ZEALAND
Auckland

Favel 14

Phiflips Fox Tower
209 Cueen Strast
Auckiandg 1

MNEW ZEALAND

Tel: {64 8) 357 6331
Fax: {64 Q) 308 6220

Christchurch

L 17, Forayth Barr Howse
T84 Colombo Street
Chyistchurch

NEW ZEALAND

Tel: {64 3) 366 8851

Feay: {54 3) 366 88452

Wellington

Ground Floos

Lombard House

9% Custornhouses Cuay
Wellingion

NEW ZEALAND

Tel: {64 43 462 49499
Fax: {64 4) 462 4800

SINGAPORE

Macquarie {Asia) Pte Lid.

Macquarie Securities {Asia) Pte Limited
23 Church Strest

#11-05 Capital Square

SINGAPORE 04848581

Tel: {85} 6536 3875

Fax: {85} B536 3826

SOUTH AFRICA
Cape Towh

innoFin (Pty Lid}

Tuscan Park Block A

C/- Old Oak & Twist Strest
Durbanville 7R850

SOUTH AFRICA

Tel: {27 21y 817 9171
Feape {27 217817 9223

Macquarie Africa (Propristary} Lirmited
Macquarie Africa (Pty) Limited

Ground Floor, Kildare House

Fedsure Owal, 1 Oakdale Road
MNewiands 7700

Cape Town

SOUTH AFRICA

Telr {27 21) B33 9355

Fax: {27 21) 683 8565

Johannesburg

Standard Bank of South Africa
C/- Standard Bank of South Aftca
Level 4, Entrance 1

3 Simymonds Strest

Jdohannesburg 2001

SOUTH AFRICA

Tel: 27 11) 8368 0100

Fax: {27 11) 836 2822

ABSA Bank

C/- ABSA Bank

Lewat 1, 170 Main Strest
Jdohannesburg 2001
SOUTH AFRICA

Tel {27 11) 350 8352
Fax: (27 11) 350 2819

Macquarie Africa {Proprietary} Lirnited
2nd Foor, West Towar

Sandton Sguare

Crir Fifth & Maudes Strest

Sandton 2146

Jdohannesburg

SCUTH AFRICA

Tel: {27 1) 881 5930

Fax: {27 11) 881 5861

SWITZERLAND
Geneva

7, Rue Georges-Leschot
1206 Genava
SWATZERLANE

Tel {41 22) BOO 2338
Fax: {41 22) BO0D 2336

UNITED KINGDOM
London

Levet 24 & 30, CiyPoint
1 Bopamaker Strest
LONDCH EC2Y SHD
Tel: {44 20) TOB5 2000
Fax: {44 20) 7085 2071
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UNITED STATES OF AMERICA

Chicago

Macquarie Real Estate Inc.
11 5 LaSaiie Strest

4ih Floor

Chicage, lincis 60603

USA

Teb: (13123 485 8511

Fape: (1 3123 495 8587

Houston

Macquarie Energy Capital
Two Allsn Center

1200 Srnith Strest

Suite £140

Howvston, Texas 77002
USA

Teh (1 713 086 3600

Fax: (1 713) 986 3810

Jupiter

Medaifist Developments Pty Lid
1070 East indiantown Road

Suite 208

Jupiter FL 33458

USA

Teb: (1 561) 743 0062

Fax: (1 B61) 743 2408

Memphis

Macguarie Morigage U.S.A | Inc.
5125 Eynore Road, Suite 6
Memphis, TN 38134

UsA

Teh (1 901) 322 Y400

Fax: (1 901) 322 7402

New York

Macqguarie Equities USA) Inc.
Macquarie Corporate Finance
{L/SA) Inc.

Rockefeiiar Centre

600 Fifth Avenue, 21st Fir

New York NY 10020

USA

Teb: (1 212} 548 6855

Fax: (1 212} 335 8330

San Diego
Macquarie Electronics
11440 W, Bernardo Ct.
Suite 366

San Biego, CA. 82127
USA

Tel: {1 858) 207 1082
Fax: {1 858) 207 1087

San Jose

Macquarie Electronics

18925 Stevens Cresk Blud.

Suite 162

Cuperting, CA 8501
USA

Tel: {1 408) 973 7842
Fax: {1 408) 473 7277

Seattie

Macquarie Real Estate Finance Inc.

City Centre Buitding

1420 Fifth Avenue, Suite 2975

Seatile, Washington 98101
LSA

Tel: {1 208) 674 3380
Fax: {1 208) 674 3394

INVESTOR RELATIONS

Teh (81 2) 8232 3280
Fap: (81 2) B232 4330

REGISTERED OFFICE

Level 3

25 National Circuit
FORREST ACT 2603
Tebh (B1 2) 6225 3000

SHARE REGISTRY

Compuiershara rvestor Services
Py Lid

GPO Box 7045

SYDNEY NSW 1115

Tei (61 2) 8234 5000

Fax: (B1 &) 8234 5080

Www.macquarée.com.au
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