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Important Notice

A

A

Thispresentation has been prepared by Heartland Bamkited (NZX HBI). (the Company
for the purpose of briefings in relation to its financial statements

The presentation and thbriefing (together thePresentatior) containsummary
information only, and you should not rely ¢ime information in the Presentatiom
isolation from the full detaiin the financial statements.

Theinformation inthe Presentatiorhas beerprepared withdue care and attention.
However,no person (including the Company and its directors, shareholders and
employees) will be liable to any other person for any loss arising in connection with the
Presentation.
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projections. Those plans and projections reflect current expectations, but are inherently

subject to risk and uncertainty, and may change at any time. There is no assurance that
those plans will be implemented or that projections will be realised.

No person is under any obligation to update this presentation at any time after its release
to you or to provide you with further information abotiie Company.

Theinformation in this presentation is of a general nature and does not constitute financic
product advice, investment advice or any recommendation. Nothing in this presentation
constitutes legal, financial, tax or other advice.
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Agenda

A Introduction

A Financial overview

A Dividend

A Core business updates and Strategy
A Looking forward

A Questions
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Full YeaHHighlights

A Assetgrowth in core businesdivisionsc net finance receivables up
9%

A Continued profitability growth (up 12% year on year NPAT)
A Return on equity of 11.1%
A Strongest Net Interest Margin amongst competitors

A Successful amalgamation of Heartland Bank and Heartland New
Zealand on 31 December 2015, simplifying the group structure

A Growth in direct personal loan product (under thinance brand)

A Launch oDpen for Business
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Financial Overview

%it: Chris Williams
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Financial Full Year Overview
12%Growth in Profitability

A Achieved NPAT of $54.2m Financial Year Overview
i 0)
A Increase in NPAT of $6.0m or 12% S —
Jun 2016 Jun 2014
A NOI increase of $12.7m or 9%* S T 75
Net interestincome 146.7 134.4
Net other income 10.9 10.5
Net operating income * 157.6 144.9
Expenses 69.9 68.4
Profit before impairments and tax 87.7 76.5
Impaired asset expense 13.5 12.1
Net profit before tax 74.2 64.4
Tax 20.0 16.2
Net profit after tax (reported) 54.2 48.2

* Net operating income for 12 months to Jun 2015 includes share of MAR/
Insurance profit
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Net Profit Before Tax

Continued Profitability Growth Trend

A Continued profit growth year on Net Profit Before Tax ($m)
year

A Organic asset growth prime driver
of increased profit in last two

years
A $9.8m (15%) increase from FY15

FY16
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Net Profit Before Tax Bridge

Breakdown of component parts

NPBT
FY16 v FY15 (Sm)

12.9
15 I
14 0.1

MNPBT Met Operating Operating Impaired asset Equity MNPBT
30/06/2015 Income EXPENSES EXpense earnings 30/06/2016

= 3 73




Net Operating Income
NOI driving profitability growth

Net Operating Income

$158m

A NOI up $12.9m (9%) on prior year 105m

A Growth in NOI due to: som
¢ Growth from all core divisions
¢ Continued reductiorCoF

A Strongest Net Interest Margin
amongst competitors (see FIPS
March 2016 Quarterly results)

FY 2014 FY 2015 FY 2016

m Households = Busines | = Admin & Support

a r
- r -}. sy HEARILAND
a




Operational Efficiency

Cost to ncome ratio down to 44%

A Ratio trending lower as NOI Cost to Income Ratio
continues to grow -

A Cost to hcomeratio down to 44%
as NOI grew at a much faster rate
than costs aa

A Still scope for further reductions in
Cost toincomeratio, highlighting
scalability

FY14 FY15 FY16
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Balance Sheet Summary

Strong growthin receivables Net Finance Receivables

$2,862m

$3,114m

552

A Total assets increased by $187.9m $2,607m

A Net finance receivables increased by
$251.9m or 9%

A Regulatory capital ratio of 13.8%,
down 0.7% in last six months due to
asset growth

HBL Balance Sheet Summary

Total assets 3,3593 3,547.2

Total liabilities 28791 3,048.8

Total equity 480.1 498.3

Equity ratio 14 3% 14 0%

Met tangible assets 420.3 433.5

NTA pershare 0.80 09l 30 Jun 14 30 June 15 30 June 16

H Household ® Business Rural
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Net Finance Recelvables Bridge

Portfolio mix movements

Receivables Movement
12 Months ended 30 June 2016 Sm

I n
T T T T

Receivables Retail Consumer Seniors Business Rural Receivables
30/6,/2015 Finance 30/6,/2016
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Asset Quality Trends

Sound asset quality

A Continued improvement in asset Asset Quality ($m)
quality

118

A Non-Core Property to be no longer 5
reported separately as now immaterie

A Impairments up $1.4m to $13.5m for = =
the year

59

25 25

A Household impairments upl$3mg —_————*
due to the growth in personal loan an —enefoming oo —imsimertsropert
motor vehicle books, anohotor write-

offs coming off recent lows

A Rural impairments up $2.4m, Includes  [NetFinance recenabies o 2.1 2.0 26 2.9 3.1
. .. Net Impairment % 4.4% 2.4% 1.9% 1.49% 1.2%
total collective provisions of $2.9m (up
. . . Net Core Finance Receivables 2.0 2.0 2.6 2.9 3.1
$2 3m) which willbuffer agan’]sany Net Impairment % 1.3% 0.9% 1.4% 1.3% 1.1
continued downturn
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Cost of Funds

Solid funding position

A Decrease in COF on back of OCR decreases Margin between Heartland Term Deposit Rates vs Bank Peers

A Deposit growth to support receivables o [
growth 80 80

A The bank remains predominantly retail EZE [ o
deposit funded £ 50 o0

A Term deposit margin increased to promote™ o [
deposit growth to meet receivable growth 2 - 2

10 - 10

Dec11 Juni12 Dec12 Jun13 Dec13 Jun14 Dec14 Jun15 Dec15 lJun16

Heartland Total Funding

3.5b Retail Deposit Book
25h
3.0b
2.3b
2.5h
2 2 21b
220b W
] £
2 15h -E 1.9b
] ]
1.0b g 17b
0.5b 1.5k
0.0b 1.3b
Jun 13 Decls Jun 14 Decl4d Jun 15 Decis Jun 16 Jun 13 Decl3 Jun 14 Decld Jun 15 Dec15 Jun 16

B Term Deposits B Call Deposits W Drawn Wholesale Funding W NZDX Listed Bond M Total Retail Deposits ——— Average Rate on Retail Book

a r
- r -}. sy HEARILAND
a




Dividend
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Dividend

Fully imputed interim dividend of
5.0cents per share

Threeyear relative performance to
NZ50G:

A 42%share price appreciation

A 76%total shareholder return
(TSR)

= 3 73

Index Value

Dividends

3 -

o -

2013 2015 2016

2014

M Interim  MFinal W Special

200

—HBL —NZ50G

175

150

125

100

75
Jun-13

Dec-13 Jun-14 Dec-14 Jun-15 Dec-15 Jun-16
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Core Business Updates
and Strategy
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Strategy
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under-serviced nichenarkets,in particular:

A the growingseniors demographic (65+high touch, personal service

A theemergingP YA £ £ SY Yy A | f¢ fictiohess, Fast NibithDExpebence

A the neglectedsmall business markenline applications delivering responsiveness
and certainty

StrategicPriorities

A Enhanced digital distribution
Expansion of certain offerings into Australian markets
Stronga 2 A0SYa AYFTNI A0GNHzZO0dzNBE (G2 &dzLLl2 NI | S

Acquisition opportunities that are value accretive and deliver innovation or a
compelling distribution capability
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Seniors (65+)

A rapidly growing demographic with a need to manage wealth or
release equity from housing assets

Deposits
Home Equity Release (HER)

A High touch, personal service
A Comfortable branches with no queues

A Friendly telephone engagement with
someone who knows you
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Digital Distribution
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technologies and powerful digital marketing channels to:

A Extendt SIF NIflyRQa NBIFIOK Aydz2 (Seé LIS O A

A Deliver abetterOdza G2 YSNJ SELISNASYyOS o6l aSR 2y
application and credit decision processes

A {KATFOG | SENIfFYRQA MYighedsSa Oy 3 (i BWH S @iy X
traditional channels (TV, radio, press) to loweerst, tightly targeted digital
channels

The next two slides show how we are leveraging digital distribution channels in
two key product areag small business lending and personal lending
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Digital Distribution- Business

Heartland aims to transform how New Zealand SMEs access finance
SylFotAy3a avltf odzaAySaasSa oGKS ot ;‘,“ ‘_”"_‘A_‘ o T _"“‘ el s yRQA SO:
to operate more efficiently or grow oWe identified a gap in the market for

small business owners, the vast majority

Aln April 2016, Heartland launched a new initiative targeting small of whom have fewer than five employees
business owners and are time poor. We understand their
A By leveraging technolog@pen forBusinessnakes the loan need for speed, simplicity and

responsiveness in sourcing finance to

application process simple and efficient ] I
growtheirdo dza Ay SaasSaé¢

b Loans for any amount over $5,000 will be approved if the
borrower has clear credit and capacity to repay ¢ Jeff Greenslade, Heartland CEO

b Approval can be provided immediately for loans under $50k
with same day crediapprovalfor loans above $50k

A Loans can be used to fund plant & equipment or for working capital

My line of business is:

4]

Please select an option.
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