
CBA in Asia and South Africa
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Indonesia
 PT Bank Commonwealth (99%): 50 branches and 50 kiosks

 PT Commonwealth Life (80%): 25 life offices

 PT First State Investments 

Japan
 Tokyo CBA branch

 First State Investments

Singapore
 CBA branch 

 First State Investments

Vietnam
 CBA Digital Solutions

 Vietnam International Bank (20%): 161 branches 

 Hanoi Representative Office

China
 Bank of Hangzhou (18%): 201 branches

 Qilu Bank (18%): 131 branches

 CBA Beijing, Shanghai and Hong Kong branches 

 BoCommLife (37.5%): operating in 12 provinces

 First State Cinda JV (46%) and First State Investments Hong 

Kong 

 Colonial Mutual Group Beijing Rep Office 

South Africa
 TymeDigital by Commonwealth Bank SA: 715 kiosks 

Map not to scale

Asia
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Africa
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Key economic indicators (June FY)
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1. Source: IMF/CBA.   2. Source: OECD.

IMF forecasts have well over half of all countries with an 

accelerating growth profile over 2017-19.

Rising global trade, capex and jobs suggests the upturn is 

sustainable.
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A sustainable global upturn is underway
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Global growth is skewed towards Asia and favours 

industrial production, a favourable mix for Australia.

Policy settings may tighten a little but will remain 

expansionary overall.
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A sustainable global upturn is underway

1. Source: Bloomberg.   2. Source: OECD/CBA.
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Global debt remains at high levels but is falling as a 

share of GDP.
High government debt levels in the mature economies limit 

the ability to use fiscal policy if needed.  High levels of 

corporate debt in the emerging economies bring refinancing 

risks. 
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Global risks remain

1. Source: IIF.
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CBA Purchasing Managers Indexes covering manufacturing 

and services remain comfortably in expansionary territory.
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Australia ended 2017 with a respectable growth momentum

1. Source: IHS Markitt/CBA.

The high readings of forward-looking components (orders, 

employment, future output) is encouraging. 
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The drag on incomes from falling commodity prices is over.  

The drag on spending and jobs from falling mining capex is 

near completion.
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Getting easier to grow

1. Source: RBA.

Background economic parameters are growth friendly.  

Flat unit labour costs are supporting labour demand and 

improving export competitiveness. 
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New capacity means a significant lift in resource production 

and exports is underway.

A major infrastructure boom at the State and Federal level 

is underway.
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Growth positives

Mining output by sector
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Growth positives

Strong growth in Asian incomes is driving key parts of the 

Australian economy, such as education and tourism.

Population growth is lifting, supporting housing demand 

and demand across the broader economy.
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The residential construction boom is peaking and an ongoing 

lift in non-mining capex is not assured. 

CBA PMI surveys show some lift in capacity constraints, 

potentially limiting our ability to fully benefit from an 

improving global economy and solid underlying domestic 

backdrop.
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Growth risks

1. Source: ABS.   2. Source: IHS Markit/CBA.
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The combination of high household debt at a time of weak 

income growth is a risk to consumer activity.

Household debt is high relative to incomes and so are 

household assets. Debt service ratios are low.
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Growth risks

1. Source: IIF/ABS.   2. Household disposable income is after tax, before the deduction of interest payments, and includes income of unincorporated enterprises. Source: RBA.
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Household behaviour has changed in a way that favours 

balance sheet repair over spending.
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Growth risks

1. Source: WBC/Melbourne Institute.

The ability to “fund” consumer spending by lowering saving 

rates is limited. 
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Lower affordability is weighing on owner-occupier demand.
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The housing market is cooling

1. Source: RBA / CoreLogic / ABS / CBA.   2. Source: CoreLogic.

Regulatory action, higher mortgage rates and shifting price 

growth expectations are slowing investor demand. 
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1. Source: GlobalDairyTrade.   2. Source: Stats NZ.

Global dairy trade auction results1 NZ short term arrivals2

Dairy prices have largely tracked sideways over 2017 at 

around average level.  The majority of farmer’s cashflows

are positive at this level, meaning the dairy sector will 

contribute positively to domestic spending over 2018.

Tourism (the other significant export earner) has seen strong 

visitor growth and has been well supported by special events.  

However, the firm NZD has tempered per-person spend and 

accommodation capacity constraints are emerging.

(USD/tonne) (monthly, seasonally adjusted)
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1. Source: Stats NZ / ASB.   2. Source: ASB.

NZ CPI inflation1 OCR forecasts2

Inflation has recovered to around the mid-point of the 1-3% 

target band after a sustained period of low inflation.  Inflation 

will likely range around 1% to 2% over the next year.

We expect the RBNZ to remain on hold for an extended 

period, until early 2019.  There is very little need for rate cuts 

or hikes in the near term.  

(%) (ASB forecast and implied market pricing, %)
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1. Source: RBNZ / ASB.   2. Source: REINZ.

NZ household lending growth1 NZ median house price2

Home lending growth has been decelerating to date 

over 2017.  The new Government’s proposed housing 

policies are likely to reduce demand from some 

investors and contribute to a muted housing market over 

2018.  Credit growth will continue to moderate in line 

with a softer housing market. 

House prices are flat/down in Auckland, and price growth is 

slowing elsewhere. While the incoming Government’s polices 

are likely to soften housing demand from investors, we expect 

pent-up demand from first home buyers, relaxed LVR-lending 

restrictions for owner occupiers, a strong labour market, low 

interest rates and housing supply shortages in Auckland and 

Wellington to provide base support to house prices. 

(annual % change) (3 month moving average, $’000)
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New Zealand
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Glossary
Funding & Risk

Liquidity coverage ratio 

(LCR)

The LCR is the first quantitative liquidity measure that is part of the Basel III 

reforms. It was implemented by APRA in Australia on 1 Jan 2015. It requires 

Australian ADI’s to hold sufficient liquid assets to meet 30 day net cash 

outflows projected under an APRA-prescribed stress scenario.

High quality liquid 

assets (HQLA)

As defined by APRA in Australian Prudential Standard APS210: Liquidity. 

Qualifying HQLA includes cash, Govt and Semi Govt securities, and RBNZ 

eligible securities. 

Committed liquidity 

facility (CLF)

Given the limited amount of Commonwealth government and Semi-

government debt in Australia, participating ADIs can access contingent 

liquidity via the RBA’s CLF. The amount of the CLF for each ADI is set 

annually by APRA. To access the CLF, ADIs need to meet certain conditions 

and pledge qualifying securities to the RBA.

Net Stable Funding 

Ratio

The NSFR is the second quantitative liquidity measure of the Basel III 

reforms, in addition to the LCR. It was implemented by APRA in Australia on 

1 Jan 2018. It requires Australian ADIs to fund their assets with sufficient 

stable funding to reduce funding risk over a one year horizon. APRA 

prescribed factors are used to determine the stable funding requirement of 

assets and the stability of funding.

TIA Corporate Troublesome and (Group) Impaired assets.

Corporate 

Troublesome

Corporate Troublesome includes exposures where customers are 

experiencing financial difficulties which, if they persist, could result in losses 

of principal or interest, and exposures where repayments are 90 days or 

more past due and the value of security is sufficient to recover all amounts 

due.

Total Committed 

Exposure (TCE)

Total Committed Exposure is defined as the balance outstanding and 

undrawn components of committed facility limits. It is calculated before 

collateralisation and excludes settlement exposures.

Credit Risk Estimates 

(CRE)

Refers to the Group’s regulatory estimates of long-run Probability of Default 

(PD), downturn Loss Given Default (LGD) and Exposure at Default (EAD).

Capital & Other

Risk Weighted Assets or 

RWA

The value of the Group’s On and Off Balance Sheet assets are 

adjusted by risk weights calculated according to various APRA 

prudential standards. For more information, refer to the APRA 

website.

CET1 Expected Loss 

(EL) Adjustment

CET1 adjustment that represents the shortfall between the 

calculated regulatory expected loss and eligible provisions with 

respect to credit portfolios which are subject to the Basel advanced 

capital IRB approach. The adjustment is assessed separately for 

both defaulted and non-defaulted exposures. Where there is an 

excess of regulatory expected loss over eligible provisions in either 

assessments, the difference must be deducted from CET1.  For non-

defaulted exposures where the EL is lower than the eligible 

provisions, this may be included in Tier 2 capital up to a maximum of 

0.6% of total credit RWAs.

Leverage Ratio Tier 1 Capital divided by Total Exposures, with this ratio expressed 

as a percentage. Total exposures is the sum of On Balance Sheet 

items, derivatives, securities financing transactions (SFTs), and Off 

Balance Sheet items, net of any Tier 1 regulatory deductions that are 

already included in these items.

Internationally 

comparable capital

The Internationally Comparable CET1 ratio is an estimate of the 

Group’s CET1 ratio calculated using rules comparable with our 

global peers. The analysis aligns with the APRA study entitled 

“International capital comparison study” (13 July 2015).

Derivative Valuation 

Adjustments

A number of different valuation adjustments are made to the value of 

derivative contracts to reflect the additional costs in holding these 

contracts. The material valuation adjustments included within the 

CBA result are CVA and FVA.

Credit value adjustment 

(CVA)

The market value of counterparty credit risk on uncollateralised 

derivative assets, calculated as the difference between the risk-free

portfolio value and the true portfolio value that takes into account the 

possibility of a counterparty’s default.

Funding valuation 

adjustment (FVA)

The expected funding cost or benefit over the life of the 

uncollateralised derivative portfolio.



Disclaimer

The material in this presentation is general background information about the Group and its activities current as at the date of the presentation, 7 February 2018. It is information given in 

summary form and does not purport to be complete. Information in this presentation is not intended to be relied upon as advice to investors or potential investors and does not take into 

account the investment objectives, financial situation or needs of any particular investor. Investors should consider these factors, and consult with their own legal, tax, business and/or 

financial advisors in connection with any investment decision.

This presentation may contain certain forward-looking statements within the meaning of the United States Private Securities Litigation Reform Act of 1995 and the securities laws of other 

jurisdictions. Forward-looking statements can generally be identified by the use of forward-looking words such as “may”, “will”, “would”, “could”, “expect”, “intend”, “plan”, “aim”, “estimate”, 

“target”, “anticipate”, “believe”, “continue”, “objectives”, “outlook”, “guidance” or other similar words, and include statements regarding the Group’s intent, belief or current expectations with 

respect to the Group’s business and operations, market conditions, results of operations and financial condition, capital adequacy and risk management. Any forward-looking statements 

included in this presentation speak only as at the date of this presentation and undue reliance should not be placed upon such statements. Although the Group believes the forward-looking 

statements to be reasonable, they are not certain and involve known and unknown risks and assumptions, many of which are beyond the control of the Group, which may cause actual 

results, conditions or circumstances to differ materially from those expressed or implied in such statements. To the maximum extent permitted by law, responsibility for the accuracy or 

completeness of any forward-looking statements, whether as a result of new information, future events or results or otherwise, is disclaimed.

Readers are cautioned not to place undue reliance on forward-looking statements and the Group is under no obligation to update any of the forward-looking statements contained within this 

presentation, subject to disclosure requirements applicable to the Group.

Readers should also be aware that certain financial data in this presentation may be considered “non-GAAP financial measures” under Regulation G of the U.S. Securities and Exchange Act 

of 1934, and non-IFRS financial measures. The disclosure of such non-GAAP/IFRS financial measures in the manner included in this presentation would not be permissible in a registration 

statement under the U.S. Securities Act of 1933.  Such non-GAAP/IFRS financial measures do not have a standardized meaning prescribed by Australian Accounting Standards or 

International Financial Reporting Standards (IFRS) and therefore may not be comparable to similarly titled measures presented by other entities, nor should they be construed as an 

alternative to other financial measures determined in accordance with Australian Accounting Standards or IFRS. Readers are cautioned not to place undue reliance on any such measures.

Cash Profit

The Management Discussion and Analysis discloses the net profit after tax on both a statutory and cash basis. The statutory basis is prepared and reviewed in accordance with the 

Corporations Act and the Australian Accounting Standards, which comply with International Financial Reporting Standards (IFRS). The cash basis is used by management to present a clear 

view of the Group’s operating results. It is not a measure based on cash accounting or cash flows. The items excluded from cash profit, such as hedging and IFRS volatility, are calculated 

consistently with the prior year and prior half disclosures and do not discriminate between positive and negative adjustments. A list of items excluded from cash profit is provided on page 5 of 

the Profit Announcement (PA), which can be accessed at our website: www.commbank.com.au/results
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