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MELBOURNE (St andard & Poor's) July 1, 2009--Standard & Poor's Ratings Services
said today that it had affirnmed its ' AA A-1+' ratings on Australia's four
maj or banks: Australia and New Zeal and Banking Group Ltd., Commonweal t h Bank
of Australia, National Australia Bank Ltd., and Westpac Banking Corp. The

outl ooks on the long-termratings of all the four banks remain stable. At the
sane time, the ratings on the core subsidiaries of these banks were affirnmed
with stable outl ooks.

"The rating affirmation reflects our expectation that the gl obal economc
downturn is likely to have a fairly benign inpact on the Australian econony,
resulting in only a mild and short recession in the country,” Standard &
Poor's credit anal yst Sharad Jain said. "Furthernore, we believe that the
Austral i an banking sector's less fiercely conpetitive environnent relative to
sone of the gl obal peers has contributed to |l ess risky |ending standards,
reflected in lower |oan-to-value ratios in the residential nortgage sector.
Consequently, we believe that earnings pressures and inpairnents or credit
| osses for the Australian najor banks are likely to remain significantly | ower
than those experienced by some international peers." W expect that new | oan
| oss provisions are likely to increase in fiscal 2010, but only slightly from
the levels recorded in the first half of fiscal 2009, before starting to
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decrease in fiscal 2011. (For further details of our expected credit |oss
rates, please see "Criteria | Financial Institutions | Ceneral: Credit Stress
Testing Asia-Pacific Banks", published on June 16, 2009.)

A key factor underpinning the affirmation of the 'AA ratings is our
belief that the nmore "traditional” retail and commercial banki ng nodel adopted
by these banks supports their incone stability. The contribution of trading
i ncome or |osses to the Australian major banks' earnings is small, as the
maj or Australian banks undertake very limted proprietary trading and hold
i nsignificant anpbunts of trading securities, which are subject to volatile
mar k-t o- mar ket novenents.

Standard & Poor's acknow edges that the major Australian banks are likely
to face significant challenges in the next two years due to the gl oba
econom ¢ downturn and potentially further financial-market volatility. Despite
t hese chall enges, the rating outl ooks renain stable because we believe the
risk of a rating downgrade is |ower than a "one-in-three" chance threshold
that would apply to a negative outlook. Qur view is supported by our
expectations of the major banks' continued satisfactory earnings, credit
| osses remmi ning well under control, adequate capitalization, well-mnaged
funding and liquidity (notw thstanding the Australian nmajor banks' dependence
on of fshore whol esal e fundi ng), and conservative risk appetite.

The ratings on the najor banks are likely to come under pressure if
credit |osses increase materially, conmbined with additional stress in factors
such as access to whol esal e funding. A key review trigger would be if our
expectations of credit |osses noved to a level closer to the current downside
scenario fromthe current base-case scenario outlined in our stress test
article. Credit losses could significantly rise due to a deeper, nore rapid,
and | onger econom c recession than our current expectations, or even a
wor se-t han- expected i npact froma benign economnic recession. Ratings could
al so be |l owered due to any material negative devel opnments such as adverse
i nvestor sentinent, MRA activity, and the banks pursuing riskier business
nodel s due to aggressive growth or earnings strategies.

Al t hough these banks are simlar to each other in nmany ways, we believe
the existing differences in their strategies could be affected by broad narket
devel opnents that could consequently inpact the individual rating or outl ook
to different extents. Standard & Poor's will exam ne the inpact of nmarket
devel opnents on the individual banks and the resulting inplications on the
rating or outlook on a case-by-case basis.

Standard & Poor's will be publishing a Credit FAQ on Australia's four
maj or banks soon. The article conmpares the perfornmance of Australia's four
maj or banks with sonme of their international peers.

Conplete ratings information is available to RatingsDi rect subscribers at
www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andardandpoors. com sel ect your
preferred country or region, then Ratings in the |eft navigation bar, foll owed
by Find a Rating.
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Ratings are statements of opinion, not statements of fact or recommendations to buy, hold, or sell any securities. Standard & Poor's (Australia) Pty. Ltd. does not hold
an Australian financial services license under the Corporations Act 2001. Any rating and the information contained in any research report published by Standard &
Poor's is of a general nature. It has been prepared without taking into account any recipient's particular financial needs, circumstances, and objectives. Therefore, a
recipient should assess the appropriateness of such information to it before making an investment decision based on this information.

www.standardandpoors.com/ratingsdirect

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page.



Copyright © 2009, Standard & Poors, a division of The McGraw-Hill Companies, Inc. (S&P). S&P and/or its third party licensors have exclusive proprietary rights in the data or
information provided herein. This data/information may only be used internally for business purposes and shall not be used for any unlawful or unauthorized purposes.
Dissemination, distribution or reproduction of this data/information in any form is strictly prohibited except with the prior written permission of S&P. Because of the
possibility of human or mechanical error by S&P, its affiliates or its third party licensors, S&P, its affiliates and its third party licensors do not guarantee the accuracy,
adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for the results obtained from the use of such information. S&P
GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall S&P, its affiliates and its third party licensors be liable for any direct, indirect, special or consequential damages in connection with subscribers or
others use of the data/information contained herein. Access to the data or information contained herein is subject to termination in the event any agreement with a third-
party of information or software is terminated.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and objectivity
of ratings opinions. The credit ratings and observations contained herein are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or
sell any securities or make any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or other opinion
contained herein in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard & Poor's may have
information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to maintain the confidentiality of non-public information
received during the ratings process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or third parties participating in marketing
the securities. While Standard & Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Any Passwords/user IDs issued by S&P to users are single user-dedicated and may ONLY be used by the individual to whom they have been assigned. No sharing of

passwords/user IDs and no simultaneous access via the same password/user ID is permitted. To reprint, translate, or use the data or information other than as provided
herein, contact Client Services, 55 Water Street, New York, NY 10041; (1)212.438.7280 or by e-mail to: research_request@standardandpoors.com.

Copyright © 1994-2009 Standard & Poors, a division of The McGraw-Hill Companies. All Rights Reserved. The McGraw-Hill Companies

Standard & Poor’s RatingsDirect | July 1, 2009 4



