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Continued execution of our long term strategy, focused on 

customer satisfaction, innovation and strength, has ensured 

that the Group performed well during the 2016 financial year.   

Guided by our vision to excel at securing and enhancing the 

financial wellbeing of people, businesses and communities, 

this strategy has delivered for the Group’s many stakeholders 

for more than 10 years, in a constantly changing environment. 

This year it has supported solid returns for you, our 

shareholders, in the form of dividend payments totalling $7 

billion. It has delivered innovative financial products and 

services for nearly 16 million customers.  It has provided $6.2 

billion in salaries and wages to more than 50,000 colleagues, 

and income of $4.2 billion for 5,000 SME partners and 

suppliers. It has also enabled $3.6bn in corporate tax 

payments, and made a significant contribution to the health of 

our economy.  

In executing our strategy we concentrate on four key 

capabilities: people, productivity, technology and strength. 

Our efforts in each of these areas are guided by the basic 

principle that we put the customer at the centre of everything 

we do.   

Leading in customer satisfaction  

Customer satisfaction is the key metric we use to benchmark 

execution of Group strategy. Satisfied customers look to us to 

meet more of their needs. This year we have achieved our 

best ever customer satisfaction results, and this has again 

translated into increased customer activity. 

Commonwealth Bank ranked outright number one for retail 

customer satisfaction for each month during the 2016 

financial year in the Roy Morgan Retail MFI Customer 

Satisfaction survey; and ranked first or equal first in all 

segments of business customer satisfaction at year end, 

according to the DBM Business Financial Services Monitor.  

Our institutional bank has performed particularly well on this 

measure, rating outright or equal first for 57 consecutive 

months.  

Wealth Management regained the top spot for adviser 

satisfaction in April 2016 in the Wealth Insights Platform 

Service Level Survey, and we have again been named Bank 

of the Year for Small Business and for Online Banking (for the 

seventh year in a row) by Canstar. Internationally we’ve also 

experienced success, with PT Bank Commonwealth 

(Indonesia) awarded for service excellence in its market. 

A demonstration of how customer focus converts into 

customer activity is the growth we’ve achieved in meeting 

more customer needs, up from 3.05 products per customer at 

the end of last financial year, to 3.15 as at 30 June 2016. We 

have maintained our position as market leader in key product 

areas including home lending, household deposits and the 

FirstChoice platform.  

Our commitment to putting our customers first extends to 

making things right if we discover that anything has gone 

wrong. As the Chairman has mentioned in his statement, we 

extended our Open Advice Review program to financial 

advice customers spanning a decade. More than 500 staff 

have been dedicated to investigating each individual case 

and to remediating any customers who were adversely 

affected by the advice they received. Recent concerns about 

the experiences of a number of CommInsure customers are 

also being comprehensively addressed, including 

independent investigations into the root causes of the 

concerns raised. To date no evidence has been found that 

substantiates any of the claims of widespread problems and 

wilful misconduct. 

To ensure we learn from these experiences, we are making a 

wide range of improvements to our processes and practices. 

In addition to the additional levels of independent review and 

assurance highlighted by the Chairman, we will continue to 

advocate for and participate in industry-wide initiatives that 

improve practices and customer experiences across the 

sector.  

The strength of our people, and our culture 

The strength of our customer satisfaction performance is 

entirely a reflection of the commitment and dedication our 

people have shown to their customers, and to the values of 

the Commonwealth Bank.  

Our values of integrity, accountability, collaboration, 

excellence and service are integral to our culture, and they 

dictate how we must treat our customers and each other. We 

have been working intensely for several years to embed a 

values-driven way of working across the Group, and this year 

are incorporating into everyone’s performance review, 

including mine, an assessment of how we have demonstrated 

our values and enhanced our risk culture. This aligns with our 

determination to be a financial institution with the highest 

ethical standards.  

Another priority is to ensure that the Group is a place where 

our people feel motivated to give of their best, regardless of 

gender, ethnicity, sexual orientation, age, or whether they 

have a disability. The Chairman has highlighted some of our 

successes in this area, particularly in setting and achieving 

ambitious gender diversity targets.   

We have also launched a range of initiatives to improve the 

representation of Indigenous Australians in our workforce. In 

June we launched our fifth Reconciliation Action Plan (RAP) 

which received “Elevate” status. As part of our new RAP, we 

announced that we will increase the number of Indigenous 

Australians we employ, with the goal of achieving 

employment parity within 10 years. This builds on our existing 

Indigenous Careers Program which includes school-based 

traineeships, university student internships, and partnerships 

with the Australian Indigenous Education Foundation and the 

Australian Indigenous Mentoring Experience. 

The Chairman and I both agree however, that work remains 

to be done to ensure we truly reflect the diversity of the 

communities in which we live and work.  

Customer-focused innovation 

In addition to on-going investment in our people, we continue 

to prioritise investment in technology and innovation. This has 

been a core pillar of our strategy for more than a decade. The 

Group’s investment in a new core banking system is now 

delivering market-leading advantages given the dependence 

of digital banking and related functionality on integrated, real-

time systems. It allows us to deliver important benefits to our 

customers – to businesses who want their payments to be 

processed in real-time, and to retail customers who value 

features like instant credit card Lock, Block & Limit. This has 

again resulted in above-system growth in transaction 

accounts.  

We are also using our investment in technology to achieve 

our broader vision of financial wellbeing and to create value 

for the community. A recent example is the launch of Clever 

Kash, a cashless money box, by ASB in New Zealand, to help 
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teach children the value of money. Family members or friends 

can virtually swipe money from their ASB banking app to the 

child’s elephant shaped money box, and the amount will 

appear on a screen on its tummy. By keeping money tangible, 

we can help children develop good money habits and learn 

the importance of saving.  

Looking ahead, we will continue to invest in leading-edge 

technologies so that the Group is positioned to seize the 

opportunities of the future. We are also focusing on creating 

an internal culture of entrepreneurialism and opportunity so 

that our people can anticipate and meet customers’ future 

needs. To this end, we recently ran a ‘CommBank 

Intrapreneur’ competition to encourage creative and future-

focused thinking among our people, and to provide a fast-

track channel for their ideas. More than 500 contestants 

submitted concepts for new customer-focused products and 

services, and we look forward to the winning ideas becoming 

a commercial reality.  

Driving productivity and efficiency 

At the heart of our approach to productivity and efficiency is a 

commitment to continuous improvement for better customer 

outcomes.  This means making processes simpler, easier and 

faster – which is good for the customer and good for our 

shareholders.  This way of thinking extends across all our 

interfaces with our customers – from extending the range of 

functionality offered, to building better branches and providing 

more intelligent deposit machines to allow customers to save 

time and duplicated effort through efficient self-service.   

The emphasis on productivity is just as relevant in our behind-

the-scenes processes, with our people working collaboratively 

to fully understand processes end-to-end, and being 

accountable and empowered to take steps towards making 

improvements. This is essential in the current environment of 

enterprise mobility, rapidly changing business operations and 

heightened customer expectations.   

The success of our productivity initiatives and our productivity 

culture change are demonstrated in a continued improvement 

in our cost-to-income ratio, which was down another 40 basis 

points this year to 42.4%. 

Strengthened capital, funding and liquidity 

positions  

Our capacity to support our customers is directly related to 

the strength of our balance sheet. Our stakeholders rely on 

our stability, particularly when markets are volatile. During the 

financial year, we responded to increased regulatory capital 

requirements, and raised additional capital through an 

entitlement offer for all shareholders. As a result of the capital 

raising and strong organic capital growth, we have 

substantially boosted our capital position. We are now 

positioned among the most highly capitalised banks 

internationally and are placed above any ‘unquestionably 

strong’ benchmark for Common Equity Tier 1 capital.   

Our funding and liquidity positions are similarly strong. 

Thanks to 8% growth in customer deposits in the year, 

customer deposits now represent 66% of group funding. 

Notwithstanding the increased capital levels, we have seen 

funding costs move higher recently due to global volatility and 

increased regulatory pressures.  

 

Contribution to our community 

In addition to fulfilling our responsibility to support individuals 

and businesses directly, we also look for ways to make a 

positive contribution beyond our core business. In particular, 

we are committed to operating sustainably and to supporting 

the communities in which we operate through a range of 

education and community investment focused initiatives. 

Continuing our 85 year history of providing financial education 

to school children through our School Banking program, last 

year we made a 25 year pledge to invest in education, with an 

initial commitment of $50 million over three years. This has 

facilitated the launch of Evidence for Learning, an initiative 

aimed at evaluating and funding evidence-based education 

practices in schools and learning centres. This year we also 

extended our Start Smart financial literacy workshops to more 

than 550,000 students.  

Given our focus on financial wellbeing we seek to help those 

excluded from the financial system to gain access to 

appropriate and affordable financial services. Earlier this year 

we signed up to the national Financial Inclusion Action Plan to 

support under-served members of the Australian community. 

We also run financial inclusion programs internationally and 

intend to leverage the expertise of TYME in designing, 

building and operating digital banking ecosystems, to serve 

customers in emerging markets.  

These are only a few examples. Such activities, where we 

contribute our finance-specific expertise, are just part of our 

ongoing community investment contribution which totalled 

more than $262 million this year.  

Financial highlights  

Cash net profit after tax (NPAT) was $9,450 million for the 

2016 financial year, an increase of 3% on the prior year. The 

total dividend per share for the year was $4.20, equivalent to 

a dividend payout ratio (cash basis) of 76.5%. Earnings per 

share were $5.55, and return on equity was 16.5%.   

At a business division level the results were: 

 Total banking income growth of 8% in Retail Banking 

Services, primarily driven by home lending volume 

growth and improved net interest margin. The income 

result combined with continued improvements in cost-to-

income saw the division’s NPAT grow 11%. Growth in 

savings and transaction accounts resulted in total 

deposit balance growth of 7%.  

 Business and Private Banking achieved business 

lending growth of 6% in a competitive market, and 

deposit growth of 8%.  The credit quality of the lending 

portfolio also remained strong, with loan impairment 

expense to average gross loans and acceptances of 18 

basis points. 

 In Institutional Banking and Markets, lending growth in 

strategic areas of focus, and strong sales and trading 

performance in Markets, were offset by lower lending 

margins and increased loan impairment expense, 

primarily due to a small number of exposures in the 

portfolio.   

 Growth in funds management and general insurance 

income for Wealth Management was offset by a 

significantly lower life insurance result and lower 

investment experience. Average funds under 

administration increased 3%.  

 Cash earnings from New Zealand were flat.  ASB 

delivered a 5% increase in earnings due to home and 
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business lending growth but saw margin compression 

and increased loan impairment expense. Higher 

investment in technology and expense growth impacted 

Sovereign’s contribution.  

 Bankwest achieved core business lending growth of 6%. 

Total transaction deposits grew 20%. The profit result 

was impacted by lower margins and lower impairment 

benefit with the slower run-off of the legacy troublesome 

and impaired book. 

 International Financial Services continues to be affected 

by the slowdown in emerging markets, which has 

adversely impacted business volume growth. However, 

our technology-related investments off-shore are 

showing promising early signs of impact. 

Focusing on our long-term strategy 

The current operating environment has its challenges. 

However, we remain positive about the Australian economy. 

Continuing demand for Australian resources, a vibrant 

construction sector in NSW and Victoria, and growth in key 

services sectors have supported real GDP growth and 

employment stability.  The economy’s future prospects are 

also underpinned by population growth, our proximity to 

growth in Asia, and the attractiveness of Australia as a 

destination and a trusted source of a broad range of goods 

and services. 

Weakness in commodity prices has however suppressed 

nominal growth and low wage inflation has meant that 

households are not feeling better off.  These factors, 

combined with the new phenomenon of low growth, low 

inflation and low interest rates, are impacting confidence and 

rendering businesses and consumers cautious and more 

hesitant to respond to monetary stimulus.  

At the Commonwealth Bank our outlook is of course impacted 

by these macroeconomic factors, in addition to increased 

competition and regulation.  In these circumstances, we will 

continue to concentrate on productivity and credit quality. But 

we remain committed to thinking long-term, through continued 

investment in our long term strategy. 

We also expect continuing scrutiny of the banking system. 

Given the importance of banks to Australia's economy, that is 

not surprising. We will continue to listen carefully to the public 

debate, and we will be prepared to emphasise the importance 

of a strong banking system, and of balancing the needs of all 

our stakeholders.  

There has been a great deal of discussion about the interests 

of people borrowing money to buy a home. Their interests are 

very important, and we will continue to do our best for them. 

Equally, we need to consider the interests of our depositors 

and our shareholders. Three quarters of our term deposit 

holders are over 55. Lower deposit rates have had a major 

impact on their lifestyle. More than 800,000 Australian 

households own shares directly in your bank, and millions 

more own them through their superannuation. These are 

Australians from all walks of life. As at the date of this letter, 

their collective investment in your bank is worth over $100 

billion. For many, the dividends they receive are an important 

part of their financial wellbeing. So effective balancing of all 

these interests has been, and will be, an important factor in 

our success. 

We are the market leader in customer satisfaction thanks to 

the dedication of our people, we have continued to grow 

market share in the right places, we have a significant 

technology advantage through ongoing investment, we have 

consistently reinforced our balance sheet, and we have a 

values-based culture. Of course we need to keep raising our 

standards, in a market where we have strong, well-run 

competitors. Building on these strengths, we will continue to 

manage for the long term, putting customers first and 

investing for the future, to ensure your company is resilient, 

strong and successful, and that we remain Australia’s leading 

bank.  

 

 

 

 

 

 

 

 Ian Narev 

Chief Executive Officer 

9 August 2016 

 

 

 

 

 

 

 

 

 

 

 

 

 




