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At a glance 
 ANZ CBA1 NAB WBC 

 FY21 FY20 FY21 FY20 FY21 FY20 FY21 FY20 

Ranking         

By profit before tax 3 2 1 1 2 3 4 4 

By total assets 2 1 1 2 4 4 3 3 

By total equity 3 3 1 1 4 4 2 2 

By market capitalisation 4 4 1 1 3 3 2 2 

By CET 1 capital ratio 3 3 1 1 2 2 4 4 

Financial Performance (continuing operations)        

Operating Income – cash basis  17,447   17,752   24,156   23,761   16,806   17,190   21,038   20,626  

Profit before tax ($ million) – statutory basis  8,936   5,516   12,375   10,378   9,068   5,163   8,501   4,266  

Profit after tax ($ million) – statutory basis  6,180   3,676   8,843   7,388   6,471   3,498   5,463   2,292  

Cash profit after tax ($ million)  6,198   3,758   8,653   7,225   6,558   3,710   5,352   2,608  

Performance Measures (continuing operations) 

Net interest margin – cash basis (basis points) 164 163 203 207 171 177 204 208 

Cost to income ratio – cash basis (%) 51.9 52.9 47 46.3 46.5 52.4 63.14 61.57 

Basic earnings per share – statutory basis 
(cents) 217.7 129.8 499.2 417.8 196.3 112.7 149.4 63.7 

Basic earnings per share – cash basis (cents) 218.3 132.7 488.5 408.5 199.3 120.9 146.3 72.5 

Return on average equity (%) – cash basis 9.9 6.2 11.5 10.2 10.7 6.5 7.55 3.83 

Credit Quality Measures         

Impairment charge/(benefit) ($ million) (statutory 
basis) (567) 2,738 554 2,518 (217) 2,762 (590) 3,178 

Impaired loans to loans and advances to 
customers (%) 0.31% 0.40% 0.42% 0.45% 0.20% 0.31% 0.30% 0.40% 

Collective provision to credit RWA (%) 1.22 1.39 1.39 1.44 1.35 1.56 1.17 1.54 

Financial Position         

Total assets ($ million)  978,857  1,042,286  1,091,962  1,015,471   925,968   866,565   935,877   911,946  

Total equity ($ million)  63,676   61,297   78,718   71,938   62,779   61,293   72,092   68,074  

Capital Measures – B/S         

Capital Adequacy Ratios (%)         

- Total 18.4% 16.4% 19.8% 17.5% 18.9% 16.6% 18.9% 16.4% 

- Tier 1 14.3% 13.2% 15.7% 13.9% 14.6% 13.2% 14.7% 13.2% 

- Common Equity Tier 1 12.3% 11.3% 13.1% 11.6% 13.0% 11.5% 12.3% 11.1% 

         

Market capitalisation ($ billion)2 79.5 48.8 177.0 122.7 91.2 58.3 95.4 60.8 

 
1 CBA reported as at 30 June 2021. All other majors reported as at 30 September 2021. 
2 Market capitalisation as at the respective reporting date of each Major Bank . 
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The Australian Major Banks (the Majors) full year 
results saw an increase in profits, demonstrating 
resilience throughout the pandemic and benefiting 
from a rebounding Australian economy. As the 
recovery continues, attention now shifts to the 
dual strategic challenge of delivering future growth 
and cost management.      

Key highlights 
The Majors reported a cash profit after tax from continuing operations of $26.8 
billion for the year, an increase of 54.7 per cent on FY20 and a decrease of 2.3 per 
cent on FY19.  This increase is consistent across the Majors, reflecting lower 
impairment charges due to an improved economic outlook. Excluding the write-
backs and the impact of the previous year’s provisions results in a more modest 
profit increase of 4.2 per cent. 
 
Preserving net interest margins (NIM) continues to be a challenge for the Majors, 
with the average NIM (cash basis) decreasing by 3 basis points compared to FY20. 
The low interest rate environment and shift towards lower margin fixed rate 
products was offset in part by cheaper funding spreads through growth in retail 
deposits and the impacts of RBA’s Term Funding Facility (TFF) which was available 
for draw down to Australian Banks until the end of June 2021. 
 
Cost-to-income ratios have decreased from an average of 53.3 per cent in FY20 to 
52.1 per cent. Excluding notable items, operating costs increased by 3.6 per cent to 
$38.2 billion, reflecting ongoing elevated costs associated with regulatory, risk and 
compliance programs and a surge in lending applications. 
 
Improving economic conditions and lower than anticipated losses eventuating from 
COVID-19 saw an aggregated release in loan impairment expenses of $0.8 billion. 
This reflects a release of 11.9 per cent of the collective provisions raised in FY20, 
primarily in response to the pandemic. Total impairment provisions of $21.5 billion 
remain elevated compared to pre-pandemic levels as prudent buffers against 
potential ongoing uncertainty.  
 
The Majors continued to have strong capital buffers, with the average Common 
Equity Tier 1 (CET1) ratio increasing by 131 bps to 12.7 per cent. The strong capital 
position saw each Major announce share-buy backs totalling $13.5 billion during the 
period, in a move to deliver stronger returns to shareholders. Dividend pay-out 
ratios increased from 52.3 per cent in FY20 to 70.0 per cent in FY21, reflecting a 
stronger performance and increased clarity and confidence in the future. However, 
this remains lower than FY19 of 81.3%. 
 
Whilst recovering earnings has seen Returns on equity (ROE) increase on prior 
comparative period by 323 basis points to 9.9 per cent, this still remains below 
previous double-digit standards experienced prior to the COVID-19 pandemic.  
Maintaining strong capital requirements in an environment with lower interest 
margins and high costs will continue to place downward pressure on ROEs for the 
foreseeable future. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“The Majors have 
reverted to returning 
significant sums to their 
shareholders. Now the 
big question is how they 
will use their strong 
balance sheets 
productively in the 
future and unlock new 
sources of growth.” 

MARIA TRINCI 
PARTNER,  
AUDIT ASSURANCE RISK 
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Key observations 

The pandemic hangover 
After a period of elevated economic uncertainty following the onset of the pandemic, 
the COVID-related credit losses now appear to be behind the Majors. 
Notwithstanding a small cohort of borrowers continuing to require assistance being 
impacted in part by extended State lockdowns, the majority of the Majors’ 
customers have now returned to full payments. This stands in stark contrast to the 
heights experienced in FY20 which saw upwards of 10% of home loan customers in 
receipt of COVID-19 related assistance. 

Earnings have benefited from the turnaround, as write-backs to provisions have seen 
the Majors’ profits increased significantly on the prior comparative period. This result 
however still remains below pre-pandemic levels. The Majors will need to consider 
what structural shifts have occurred that impact their performance, and how to 
respond through transformation and participation in new growth markets.  

Good costs bad costs 
Cost efficiency agendas attract attention as the Majors are looking to reduce their 
cost bases. Recent factors including slowing revenue growth in some segments, 
elevated risk, compliance and remediation expenditure and higher customer 
servicing costs have resulted in higher costs. A real reduction in costs is required, as 
revenue growth and interest margins are expected to remain low. 

The rebasing of costs needs to be balanced with the requirements to invest in 
enhanced services, growth and digital transformation efforts. The Majors need to 
continue to spend on developing new capabilities in addition to ‘running the bank’. 
The pressure to reduce costs can’t come at the expense of investment in future 
growth.  

Deep coffers 
Whilst ROEs have tempered as a consequence of maintaining resilient capital ratios 
well above APRA’s ‘unquestionably strong’ levels, the announced share-buy backs 
and revitalised dividend payouts signal a reversal of this trend.  

The Majors continue to maintain a level of surplus capital buffers. The question 
remains whether more sustainable shareholder returns could be achieved by 
deploying excess earnings into growth initiatives or by returning excess capital to 
shareholders.  

 

 

 

 

 

 

 

 

“At the same time as 
lowering their operating 
costs, the Majors will 
need to continue to 
invest in growth and 
transformation. This 
balancing act requires 
them to re-think and 
transform their 
operating models.” 

HESSEL VERBEEK 

PARTNER,  
BANKING, KPMG STRATEGY 
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Diagram 1. CET1 Buffers 
 

 

Outlook 
The recent emergence of Australia’s largest States from lockdowns has created a 
wave of optimism regarding the path to economic recovery. With inflationary 
indicators foreshadowing the rise of interest rates as early as 2023, concerns of 
household indebtedness against the backdrop of subdued wage growth remain 
elevated. Whilst the RBA has its commitment to keep rates on hold, the recent 
relaxing of its policy on keeping bond yields low has markets forecasting pricing 
rate hikes, with some Majors increasing pricing on mortgages. 

The RBA’s earlier sentiment against intervening in the heated household market 
seemingly forced APRA’s hand to reintroduce macro-prudential measures by 
increasing the serviceability buffers banks must use. Whilst these mechanisms 
have been effective in the past towards moderating investor growth and rising 
household asset prices, there are question marks on the potential impact on first 
home buyers as well as the efficacy of these mechanisms as Australia’s borders 
re-open to immigration.  

Looking ahead, the transformation imperative for the banks includes a revenue 
growth challenge. The Majors are all looking at new ways to create value that will 
better serve their customer needs while opening up growth opportunities. This will 
require them to genuinely innovate around their business models at the same time 
as ensuring their operating models are future-fit. 

 
The transformation 
imperative for the banks 
includes a revenue 
growth challenge. This 
will require them to 
genuinely innovate 
around their business 
models at the same 
time as ensuring their 
operating models are 
future-fit.  

IAN POLLARI 

NATIONAL SECTOR LEADER, 
BANKING 
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Asset quality 
In response to the improved economic outlook 
compared to FY20, the Majors have released  
loan impairment provisions of $820 million for  
the full year. While the States begin to reopen 
upon meeting vaccine targets, economic 
uncertainty remains. 

The COVID-19 pandemic has continued to impact the global and Australian economy 
over the past year with border closures, lockdowns and operational disruption across 
numerous States. Despite these challenges, the Majors are optimistic for their 
economic outlook compared with FY20. The rationale behind this optimism is a 
combination of the government’s support packages such as Job Keeper stabilising 
unemployment rates combined with the low interest rate environment, resulting in 
relative success in mitigating the impact of COVID-19 on loan repayments. 

Going forward, the national plan has set out the reopening phases across the nation 
with the end goal of lifting restrictions and returning to pre-COVID economic activity. 
The Majors will need to remain prepared for any additional challenges that may arise 
during this stage and be prepared for any permanent changes to the global economy.  

Diagram 2. Provisions as a percentage of GLA 
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Loan Impairment 
The collective impairment charges across the Majors have decreased by $10,428 
million. This represents a significant unwinding from FY20 that is reflective of an 
improved economic outlook consistent across the Majors. The various COVID-19 
support initiatives have also contributed to this decrease due to their success in 
limiting delinquency flows. However, this positive outlook is counterbalanced to a 
degree by the remaining uncertainties around the current state of the pandemic, 
reductions in government support as well as the reopening progress across the 
States. The Majors have incorporated this uncertainty into their models through 
altering scenario weights and existing COVID-19 overlays. 

Specific impairment charges across the Majors have seen a similar trend with a 
reduction of $1,588 million. 

Diagram 3. Loan impairment charge 

 

Delinquencies 
Delinquencies (90+ days past due) have seen a general reduction as a result of the 
improvement in economic conditions and continuation of government support, 
however this movement is not consistent across all the Majors. Average 
delinquencies as a proportion of gross lending assets across the Majors decreased 
by 6 basis points to 69 basis points in FY21. 

The relative economic improvements are partially offset by customers exiting loan 
deferral programs who have not resumed repayments, adding to the volume of 90+ 
days past due accounts. While deferrals have been less significant and more difficult 
to obtain compared to the previous financial year, there is still an expectation that 
borrowers exiting the program may result in upwards pressure on delinquencies in 
the coming months.  

In addition, some Majors warn that some delinquencies that were mitigated through 
existing support packages from the bank and the government may continue to occur 
going forward as support is wound back. 
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Capital 
Balance sheets reflect the Majors’ growth as  
the economy continues to recover. 

Capital adequacy 
The Majors are well capitalised with strong balance sheets despite the challenges  
of the pandemic, with capital positions exceeding the ‘unquestionably strong’ 
threshold set by APRA. The Majors continue to be amongst the strongest  
capitalised banks internationally.   

Average Common Equity Tier 1 (CET1) ratio increased by 131 bps to 12.7 per cent. 
This was largely driven by increase in cash earnings, lower risk weighted assets 
(RWA) as a result of higher savings rates and house prices and flow-on effects  
from the divestment of non-core wealth and insurance businesses by CBA and 
Westpac. The increase was offset by payment of dividends and share buy-backs  
by ANZ and NAB. 

 
ANZ CBA NAB WBC 

  FY21 FY20 FY21 FY20 FY21 FY20 FY21 FY20 

Common Equity 
Tier 1 (%) 

12.3 11.3 13.1 11.6 13.0 11.5 12.3 11.1 

Tier 1 Capital (%) 14.3 13.2 15.7 13.9 14.6 13.2 14.7 13.2 

Tier 2 Capital (%) 4.1 3.3 4.1 3.6 4.3 3.4 4.2 3.2 

Total Regulatory 
Capital ratio (%) 

18.4 16.4 19.8 17.5 18.9 16.6 18.9 16.4 

The average leverage ratio across the Majors increased by 11 basis points to 5.8 per 
cent. This remains well above APRA’s proposed minimum requirement of 3.5 per 
cent for internal ratings based ADIs. 

Liquidity 
Liquidity ratios remain healthy across the Majors with the Net Stable Funding Ratio 
(NSFR) increasing by 2 percentage points to 125 per cent, largely driven by draw 
downs of the TFF and stronger customer deposits. A consideration for the Majors is 
the future impact arising from the maturity of TFF funding, as this will increase 
funding costs from 2024 onwards. 

The average Liquidity Coverage Ratio (LCR) decreased by 16 percentage points to 
131 per cent largely due the system-wide reduction in the Committed Liquidity 
Facility (CLF) by APRA, with the expectation to reduce CLF usage to zero by 
December 2022 as sufficient HQLA are available to satisfy LCR requirements.  

Across the Majors, both measures remain above the regulatory minimum of  
100 per cent.  
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Net interest income 
On average, margins continue to compress across 
the Majors due to increased competition for new 
lending and customer switches to lower margin 
fixed rate outstripping lower funding costs.  

Cash Basis FY21 FY20 Movement 

Net Interest Income ($million) 

ANZ  14,161   14,049  0.8% 

CBA  18,839   18,610  1.2% 

NAB 13,797  13,871  (0.5)% 

WBC  16,714   17,086  (2.2)% 

Aggregate  63,511   63,616  (0.2)% 

Net Interest Margin (basis points) 

ANZ  164   163   1  

CBA  203   207  (4) 

NAB  171   177  (6) 

WBC  204   208  (4)  

Average  186   189  (3)  

Net interest margin 
Net interest margin across the Majors continued to be compressed in FY21 with an 
average decrease of 3 basis points, despite lower funding costs. Thematically, the 
key drivers of margin pressure across the Majors were consistent and include: 

• Ongoing competition across housing and business lending amongst the Majors, 
from challenger banks and non-bank lenders; 

• Refinancing activity within mortgage lending as customers take advantage of 
low fixed-rate loans and switched from higher margin variable rate loans; and 

• Continued deployment of excess liquidity generated by strong deposit inflows 
into lower yielding assets. 

The downward pressures on the net interest margin have been partially offset by: 

• Changes in the funding mix with a higher ratio of customer deposits relative to 
wholesale funding;  

• Low-cost funding provided by the Reserve Bank under the Term Funding Facility 
(TFF) drawn by each of the Majors; and 

• Lower wholesale funding costs. 
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Diagram 4. Net Interest Margins 

 

Interest earning assets growth 
Average interest earning assets increased by 1.6 per cent in aggregate from FY20 to 
$3,418 billion, with three out of four Majors reporting increases.  

This was primarily driven by stronger growth in mortgage lending and continued 
deployment of higher deposit funding into High Quality Liquid Assets (HQLA). This 
was partially offset by lower unsecured consumer finance balances as customers 
reduced exposure to this form of debt and lowered discretionary spending due to the 
COVID-19 pandemic. 

Mortgage lending increased across the majors, with an aggregate growth of 5.2 per 
cent in FY21 compared against FY20. Key drivers for this include:  

• A historically low interest rate environment; 

• High system growth across Australia and New Zealand; 

• Increase in owner occupied lending; and 

• Significant house price growth 

This was partially offset by a faster repayments of loan principal due to the low 
interest rate environment. 

Aggregate non-housing credit increased by 1 per cent from FY20, with performance 
mixed across the Majors. 
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Funding mix   
While $133.1 billion was drawn in aggregate by the Majors under the TFF, customer 
deposits remain the primary source of funding, with a notable increase in customers 
switching to at-call deposits as term deposit rates become less attractive.  

The average proportion of customer deposits to total gross loans and advances 
across the Majors have increased by 269 basis points to 85.1 per cent as households 
reduced discretionary spending during the COVID-19 pandemic and consequently 
increasing their savings ratios. 

In FY21, the rate of growth in customer deposits of 7.1 per cent has continued to 
significantly exceed the ability of the Majors to grow their lending assets. In 
comparison, total gross loans and advances increased by 3.7 per cent. While this 
excess funding from customer deposits has been deployed into lower yielding HQLA 
in order to generate a return, this has applied downward pressure on margins. 

Diagram 5. Customer deposits as a proportion of gross lending assets 
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Future of lending for major banks in Australia  
Chris Foster, Financial Services Management Consulting Practice Lead and Adrian Chevalier, Director, Financial 
Services Management Consulting. 

In the last two years a 
new credit cycle emerged. 
Supporting it were low 
interest rates, 
unprecedented customer 
demand and innovation. 
Coupled with this was 
also a host of new 
entrants in the market, 
including digital lenders 
and technology providers 
battling incumbent 
institutions in the fight  
to win market share.  

Accelerating process 
in day-to-day banking 

When it comes to the future of 
lending for both home and business, 
we’ve moved into the digital and 
data-driven realm. Technological 
disruption is transforming the time it 
takes to make decisions, cutting 
weeks down into days and hours  
into minutes for almost every 
customer application while satisfying 
the existing risk appetite of a  
financial organisation.     

Key areas to focus on 

So what does this mean for major 
banks in Australia? How should they 
shape their investment planning to 
meet these changes? We believe 
there are four key areas banks can 
focus on.  

Leading banks can leverage verifiable 
data at scale through data and 
digitally driven processes to digitise 
decision-making processes.  
This moves lending from a linear 
process to a dynamic model where 
the customer and the available data 
can decide a lending pathway.  
This can include: 

• Pre-filling documents with 
information for customers or 
bankers to demonstrate a 
relationship with the customer 
and save time taken to complete 
assessment documents  

• Tapping into verifiable external 
data sources e.g. accounting 
software packages, tax offices, 

payroll providers and other  
banks through Consumer  
Data Right (CDR), open data 
and screen scraping to verify a 
customer’s financial details 
without the needing to obtain 
paperwork to simplify  
servicing assessments  

• Using electronic signatures  
to execute loan and consent 
documents  

Automating decision-
making processes 

Exception based, event-driven, 
‘always on’ decision-making 
capabilities only uses humans for 
the 5 per cent of applications that 
cannot be dealt with by automation. 
While 100 per cent of the 
automated decision-making process 
won’t be cost effective for most 
organisations, we need to consider 
how an outstanding, personal 
experience can be delivered when 
people are involved. Here are some 
points to take:  

• Analyse information entered 
and apply business rules to 
route applications to where you 
want them to be approved.  
This action can be via 
automated scorecards or to a 
human-based assessor 

• Leverage real-time machine-
learning solutions to manage 
rule sets and exceptions  

• Maintain humans in the 
decision-making loop for 
regulatory or critical  
application types  
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Architecting of 
regulation as a 
competitive advantage 

When delivering compliant services in 
a rapidly evolving environment 
supported by an intelligent regulation 
architecture we need to take these 
scenarios into account to stay ahead: 

• Code rule based regulated 
financial product to route 
salespeople through an 
organisation’s obligations 
accompanied by precise role-
based requirements  

• Recommend best product 
matches based on customer 
requirements and characteristics   

• Embed customer permission 
activities early in the application to 
avoid the need to go back to 
customers 

• Enable delivery teams with the 
skills to deliver low code 
automation to free up build teams 
and enable them to focus on 
platform transformation  

• Encode underwriting and credit 
capabilities with dynamic 
segmentation to quickly detect 
customers that may not meet 
credit policies or risk appetite 

Adding value  
to services to  
grow loyalty 

Enabling value-added services 
through platforms and partnerships 
can help deepen customer 
relationships. It also provides a 
differentiated experience to drive 
loyalty. At the same time, it doesn’t 
alienate existing brokers or introducer 
partnerships. 

• Lenders are increasing their 
range of distribution 
partnerships, including leveraging 
digital aggregators, consumer 
choice and comparison  
websites, real estate 
organisations and leveraging  
new brands with strong 
customer value propositions  
to drive customer flow 

• Open architectures with APIs, 
micro-services and collaboration 
tools enable new capabilities to 
be provided for multiple partners 
in one build 

• Surprise and delight customers 
with small rewards to generate 
higher returns, which is more 
cost effective compared to a 
churn or new customer 
acquisition  

Call to action 

Digital, propriety and third-party 
delivery models will need to co-exist 
and complement each other. Working 
together will help target specific 
segments with policy clarity and 
enable predictability of lending value, 
decision and delivery times  
to avoid internal channel conflicts and 
maintain momentum and  
book growth.  

As we migrate to a greater volume 
of digital applications and decisions, 
the traditional role of the Home 
Lending Manager and Mortgage 
Broker will also need to evolve.  

They will maintain an important  
role by offering differentiated 
experiences and personalised 
services to help banks extend into a 
broader range of lending types, e.g. 
High Net Worth (HNW), Small 
Medium Enterprise (SME), Agri and 
Commercial Lending. A hunter 
mindset with competence in data 
and network building will become a 
core requirement. 

Achieving high rates of automated 
decision-making will be 
complemented by Bankers 
extending across customer  
types to more complex customers 
with nonstandard borrowing 
arrangements to drive value  
across more extensive parts of  
the lending portfolio. 

To void technology debt and 
complex legacy platforms, it is a 
good idea to focus on a simple 
technology architecture whilst 
managing the tension between 
building or buying capabilities.  

Servicing and lifetime management 
will need to become a bigger focus 
for banks to manage retention and 
back book profitability leveraging 
data to proactively monitor 
customers and ensure they remain 
on the best product through their 
lifecycle and situational changes. 
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Notable items 
Customer remediation by the Majors continued to 
be significant in FY21. At the same time, the 
Majors also divested more non-core business as 
part of their simplification strategies.  

Notable items have had a mixed impact on the Majors’ results, including: 

• ANZ reported a $0.9 billion post-tax loss in notable items, primarily driven by 
losses on its Asian associates, divestments and customer remediation. 

• CBA recorded a $1.4 billion post-tax gain on divestments offset by $575m paid 
in remediation costs.  

• Westpac recorded a $1.6 billion post-tax loss in notable items, largely driven  
by impairment of goodwill and capitalised software in institutional banking, as 
well as additional provisions for customer remediation, partially offset by net 
gains on divestments.  

• NAB did not report any notable items impacting their results. 

Customer remediation 
Customer remediation continued to be a key theme for the Majors in FY21. Across 
the Majors, costs and reversals in revenue related to remediation totalled $1.5 billion, 
with two Majors reporting increases from FY20.  

Despite $7,559 million in reversal of revenue and costs being incurred by the Majors 
in the last four years, a number of programs of work remain and it is expected that 
customer remediation will continue to feature in future results. 

Diagram 6. Customer remediation  
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Divestments 
The Majors continue their simplification journey, with sustained divestment activity 
in FY21 with all banks reporting asset sales. Key transactions during the period are 
noted below: 

• ANZ incurred a $251m write-down of goodwill attributable to its ANZ Share 
Investing business as it was reclassified as held for sale.  

• CBA completed its sale of BoCommLife to MS&AD Insurance Holdings for a 
$369m post-tax gain, the sale of AUSIEX to Nomura Research Institute for a $49 
million post tax gain and completed the merger of its Aussie Home Loans 
business with Lendi.  

• Westpac incurred $110m in impairment losses on the proposed sale of its 
lenders mortgage insurance business to Arch LMI and $224 million in separation 
and transaction costs on the proposed sale of its life insurance business to TAL 
Dai-ichi Life Australia. This was offset by gains on the divestment of its general 
insurance business to Allianz Australia ($160 million) and its investment in 
Coinbase ($283 million) 

• NAB completed its sale of MLC Wealth to IOOF Holdings Limited  
(IOOF) in FY21.   

Other notable items 
In addition to that mentioned above, the Majors reported the following other  
notable items:  

• ANZ recognised $48 million post-tax loss in legal expenses in relation to a  
class action complaint in the United States and $92m post-tax loss in 
restructuring expenses. 

• Westpac recognised a $1,164 million post-tax loss arising from the impairment 
of goodwill in Westpac Institutional Bank and capitalised software balances. 

• NAB announced the acquisition of 86 400, a digital bank for a total consideration 
of $261 million and Citigroup Australia’s consumer business for a consideration 
based on net assets at completion plus a premium of $250 million.. 
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How Australian banks can unlock the potential of regtech 
Craig Davis, Partner, Risk, Strategy & Technology and Sue Bradford, Partner, Forensic. 

Regtech uses 
technologies that 
enhance efficiency and 
/or the effectiveness of 
risk management and 
regulatory compliance.  

These emerging technologies 
present opportunities to unlock 
significant benefits for Australian 
banks, regulators and the  
broader economy.  

Today, a bank’s evolving business 
model, regulatory initiatives, and a 
challenging external environment 
continue to drive many Australian 
banks to explore the use of 
technology to enhance risk 
management and compliance. 

These motivations have led to 
technology becoming increasingly 
more powerful across both 
established and emerging areas, such 
as artificial intelligence, cloud and 
distributed ledgers. The traditional 
lens through which banks and 
regulators view compliance have 
begun to change, creating significant 
opportunities to leverage regtech 
solutions across a wide range of 
application areas. 

 

  

https://home.kpmg/au/en/home/insights/2021/05/major-australian-banks-half-year-2021.html
https://home.kpmg/au/en/home/insights/2021/05/major-australian-banks-half-year-2021.html
https://home.kpmg/au/en/home/insights/2021/05/major-australian-banks-half-year-2021.html
https://home.kpmg/au/en/home/insights/2021/05/major-australian-banks-half-year-2021.html
https://home.kpmg/au/en/home/insights/2021/05/major-australian-banks-half-year-2021.html


MAJOR AUSTRALIAN BANKS   |  FULL YEAR 2021 RESULTS ANALYSIS  

 

 
 

18 ©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited,  
a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of  
the KPMG global organisation.  

Liability limited by a scheme approved under Professional Standards Legislation. 
 

Integration of risk and 
financial data 

To help meet demands and add value 
to the business, a key area financial 
services organisations in Australia are 
taking a closer look at is the integration 
of risk and finance data. Here’s why: 

• Risk and finance data integration 
can deliver a much more 
consistent, and standardised  
view of the risk-adjusted returns 
banks are achieving throughout 
their business 

• Data transformation provides 
crucial insight into customer 
behaviours, enabling the 
development of better products 
and services 

• Exploiting these gains will make it 
possible to allocate capital much 
more efficiently 

• Integrated ways of working and a 
common infrastructure will 
improve control and eliminate 
duplication and efficiencies. 

Realising these benefits will require 
investment in data and analytics tools 
that provide a rich new source of 
business intelligence and commercial 
advantage. But pursuing such 
investments piecemeal, within 
individual functions, does not make 
sense; instead, data transformation 
must be holistic. 

The increasing regulatory demands for 
transparency further strengthen the 
case for integration. Australian banks 
need to meet more demanding 
reporting requirements and understand 
the implications of their reporting 
throughout the business. That way 
business leaders will have a much 
clearer understanding of the impact on 
capital/liquidity of their decisions. 
Policy priorities from APRA3 relating to 

Contingency Planning and Resolution 
as well as Stress Testing will only 
reinforce this need.  

As the reporting regimes of finance 
and risk continue to converge, 
maintaining separate reporting 
structures may not be sustainable. 

Integrating significant elements of risk 
and finance offers a springboard to the 
data transformation that leading banks 
now need to secure to take advantage 
of the opportunities regtech is 
providing. Organisations with ambition 
and scale of vision must now seize this 
opportunity with both hands, 
overcoming cultural barriers to 
embrace change. 

The key is to focus on the benefits of 
transformation – more outstanding 
quality and granularity of data insight, 
accelerated insight creation, and 
improved efficiency – to create an 
enterprise-wide resource that can 
generate significant new value. 

Financial crime 
The threat and sophistication of 
financial crime continue to evolve and 
increase in society and businesses. 
Regulators and businesses recognise 
the importance of adopting regtech 
within the financial crime technology 
solution to combat and disrupt criminal 
activity effectively.  

Software is an enabling tool that 
supports the detection and deterrence 
of financial crime. However, presently 
there are several case problems 
traditional technology cannot solve.    

Technology solutions like AI, ML, 
blockchain and biometrics regtech 
enables financial institutions to 
address the myriad of complex 
challenges they face across the 
financial crime ecosystem. It works to 
resolve complexity, improve detection, 
reduce the high rate of false positives, 

and bring rich analytical insights to 
assist in unravelling networks and 
suspicious behaviour.  

However, as with our balance sheet 
risk example, good quality and assured 
data is core to effective detection and 
deterrence. Several financial 
institutions (FIs) struggle to get a 
single view of a customer across the 
enterprise, leading to problems across 
Know Your Customer (KYC), Enhanced 
Due Diligence (ECDD), Customer Due 
Diligence (CDD) and across the Anti-
Money Laundering (AML)/ Counter-
Terrorism Financing (CTF) monitoring 
spectrum. Many of the critical 
problems for FIs result from the 
inability to join up data, potentially 
leading to different risk scores 
throughout the organisation, thus 
making it challenging to leverage the 
benefits regtech solutions can provide. 

Call to action 
Regtech is already contributing to 
specific departments and is spreading 
its reach more broadly across financial 
institutions. Emerging technologies 
promise to increase their value, but 
can require access to large volumes of 
data. On both, the joining-up of 
systems and data within and across 
institutions will be vital in allowing 
regtech to achieve its full potential. We 
have seen globally where regtech is 
assisting institutions to improve 
compliance processes and thus reduce 
the potential for regulatory action and 
costly remediation activities. There has 
also been significant re-architecting to 
leverage emerging technologies to 
improve the running of the business 
and generate cost savings and 
increased revenue opportunities. 
Whilst the Australian market is in the 
early stages of adoption we see 
significant potential to replicate these 
benefits.

 
3 https://www.apra.gov.au/apra-policy-
priorities-interim-update  
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Costs 
The Majors continue to maintain their focus  
on simplification and process automation and 
digitisation, but with higher operational  
volumes and ongoing compliance and  
remediation requirements their costs have 
continued to increase.   

Operating Expenses 
Operating costs excluding notable items increased by 3.6 percent to $38.2 billion 
across the Majors. The average cost to income ratio across the Majors decreased by 
116 bps to 52.1%, driven by a reduction in notable items, with CBA and Westpac 
reporting higher cost to income ratios than FY20.  

The key factors contributing to the increase in underlying operating costs were: 

• Increased staff costs associated with higher FTEs to support resourcing 
requirements relating to higher home loan application volumes, strengthening of 
risk and compliance functions and continued investment into digital capabilities.  

• Offset partly through lower travel & entertainment expenses, as well as lower 
premises costs as the Majors reduced their property footprint. 

Diagram 7. Cost to Income Ratio – continuing operations 
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Technology and Investment Spend 
Aggregate investment spend across the Majors increased by 15.3% to $6.9 billion, 
with three of the Majors reporting higher investment expenditure in FY21. Risk and 
compliance expenditure continue to remain a focus, comprising 51.1% of total 
investment spend. However, we have seen a slight shift across the Majors with a 
higher investment allocation into productivity and growth, representing a 6.7 
percentage point increase from FY20 to 30.9%. 

Technology expenses has decreased by $851 million to $8,014 million largely driven 
by non-recurring items at one of the Majors. Spending towards cloud services 
continue to be a focus across the Majors in FY21. 

Diagram 8. Investment Spend 
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Personnel 
The aggregate number of Full Time Equivalent (FTE) staff employed by the Majors 
increased by 6.4% to 156,943 for FY21. Across the Majors, this was primarily driven 
by additional resources required in processing higher mortgage volumes, and 
increased resources in risk and remediation.  

Diagram 9. Total FTE – Continuing Operations 
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Fintech investment trends for major Australian banks 
Dan Teper, Partner, Mergers & Acquisitions and Head of Fintech (Australia).  

Fintech is one of the hottest sectors taking the Australian market by storm right now.   

Australian fintech has been  
spotlighted globally by the recently 
announced acquisition of Afterpay by 
Square. In a deal that, if approved by 
regulators and proceeds as expected, 
will rank as one of the largest Fintech 
deals ever recorded globally and the 
biggest takeover deal in Australian 
corporate history.  

As highlighted in KPMG’s Pulse of 
Fintech H1 2021, Australian fintech 
expects 2021 to be a record year in 
terms of investment. However, it is 
the nature of investors where we have 
seen the most significant change. 
Traditionally, early stage investors 
such as Venture Capital, family offices 
and HNWIs were primary supporters 
of fintech investments.  

In recent times, we are seeing a 
maturing of the ecosystem, with 
landmark levels of M&A activity 
involving larger Australian financial 
institutions and strategic or trade 
investors, including the major banks. 
The sector in Australia has been 
further buoyed by a supportive public 
market, with a broad range of fintech 
companies already listed on the ASX 
and several additional IPOs expected 
to be successfully complete over the 
remainder of the year.  

For the major Australian banks and 
incumbent financial services players, 
we see the following relevant top 
trends taking place: 

Funding: The ubiquity of 
funding across equity, debt 
and hybrid instruments will 

level the playing field, a trend that is 
even more pronounced in the current 
low-rate environment. This funding will 
arm fintechs with record levels of 
capital resources to be deployed 
across investment in key operational 
areas including technology, people, 
marketing and sales.  

Talent: Well publicised 
successes in the fintech market 

will mean the hunt for talent becomes 
increasingly competitive. The ability for 
incumbent players to attract and retain 
the best talent will be a vital 
determinant in their ability to continue 
their transformation journeys and 
compete on innovation. 

 M&A: High levels of 
transaction activity will likely 

continue as corporates look to expand 
their capabilities and offerings while 
fintechs look to scale. Furthermore, 
we expect to see increased levels of 
cross-border M&A as local fintechs 
looks to expand geographies and 
become global or regional leaders. 

Partnerships: We’re 
expecting partnerships to 

remain a valid and critical means for 
incumbents to access fintech 
propositions. This will range from 
client facing product providers, to  
back office and support services, 
regtech and data analytic and open 
banking solutions. 

Fintechs that quickly and successfully 
scale will be genuine challengers to 
incumbent providers, and this growth 
is already proven both globally and 
locally in Australia. This will become a 
catalyst for further innovation and 
investment within the sector across a 
broad range of categories. Major 
banks in Australia will continue to 
either acquire or partner with these 
players to access, or at least gain 
exposure, to their products, solutions, 
talent or customer base.  

Looking ahead, we predict that the 
major banks will continue to invest 
(either directly or via commercial 
partnerships) in the full spectrum of 
the fintech ecosystem, however the 
key sub-sectors of focus will likely 
continue to remain within lending and 
payments, with an increasing focus on 
data/AI, regtech and middle/back-
office solutions. 

 

CBA

Westpac

NAB

ANZ

https://home.kpmg/au/en/home/insights/2021/08/pulse-of-fintech-h1-2021.html
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Rethinking new business models for banking in Australia 
Brett Watson, Partner, Customer, Brand & Marketing Advisory and John Critchley, Director, KPMG Strategy. 

Adapting platforms, ecosystems, payments and data for the future 

The banking business 
model has proven to be 
resilient to disruption. This 
is primarily due to the 
adaptability of incumbents 
(e.g., operating model 
innovations) and high 
barriers to entry. These 
barriers include stringent 
regulations, customers’ 
demand for trust in 
banking service providers, 
and the necessary capital 
requirements to start and 
operate a bank. 

Tech trend and threats 

However, innovations that change the 
way value is offered to consumers 
threaten the integrity and resilience of 
the traditional banking model. 

New trends in financial service 
offerings such as embedded finance 
and decentralised finance threaten the 
integrity of the traditional banking 
business model. Examples include 
Uber’s embedded payments and 
Afterpay’s cannibalisation of 
unsecured consumer credit. These 
trends also eroded the value of the 
‘trust premium’ banks have held for so 
long. For example, Nano Home Loans, 
a non-bank fintech lender established 
in 2019, offers to approve home loans 
at highly competitive rates within ten 
minutes of an online application; this 
value proposition has resulted in 
faster-than-system growth rates.  

While fintech and innovators 
dismember the banking value chain, 
incumbents also face the very real 
threat of highly capitalised tech giants. 
Many with deep customer 
connections and loyalty, are stepping 
directly into financial services, 
potentially redefining the category.  

For example, although Google has 
abandoned plans to launch Google 
Plex (a transaction account for  
Google Pay), the proposition found 
strong consumer endorsement of 
innovative features that embedded 
financial services into everyday 
lifestyle choices. 

Finally, regulators are deliberately 
adjusting their posture to increase 
competition (e.g., Open Banking) and 
reduce entry barriers (e.g., the 
Restricted ADI offers a limited risk fast 
track for small challenger banks to 
start operating as a bank in Australia).  

Consequently, banks in Australia are 
(and should be) exploring alternative 
business models to deepen their value 
pools, entrench customer relationships 
and expand their value propositions.  

As banks evolve their market role, 
they will also need to adapt their 
business models. Many of the 
innovations that have been a threat 
may also be a source of strategic 
strength as they incorporate them to 
complement their core.  
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Adapting the business 
model – platforms and 
ecosystems 

Two new business models have 
emerged as digitalisation alters the 
relationship between service  
providers and consumers: two-sided 
platforms and orchestrated 
ecosystems of partners.  

Although platforms and ecosystems 
are not mutually exclusive, they are 
distinct. Platforms reduce market 
friction by connecting suppliers with 
the consumer, while ecosystems 
orchestrate complementary value 
propositions focused on a pattern of 
customer needs (Fig. 1).  

By adopting these innovative business 
model options, banks can complement 
their basic banking model (deposits, 
loans, transactions) and market 
strengths (e.g., scale of customer 
franchise, valuable banking licenses, 
strength of balance sheet) with new 
value propositions to help differentiate 
and deepen customer relationships.  

For example, Goldman Sachs pivoted 
to become more like a platform, 
expanding its portfolio into consumer 
banking by deploying the Marcus 
offering, including a credit card 
partnership with Apple. A goal for 
Marcus has been to establish banking-
as-a-service – a platform business.  

Meanwhile, DBS Singapore has built 
DBS Marketplace to orchestrate 
ecosystems of partnerships offering 
value propositions shaped to address 
specific lifecycle needs experienced 
by their customers, such as car 
ownership. This ecosystem model 
deepens the bank’s relationship with 
their customers and keeps value 
circulating within the ecosystem.  

  

E c o s y s t e m s

Reduce market friction by efficiently 
connecting suppliers and consumers

P l a t f o r m s
P l a t f o r m s  c a n  o p e r a t e  

w i t h i n  e c o s y s t e m s

Orchestrate complementary value propositions 
focused on a pattern of customer needs 

Engage with platforms to solve a 
specific problem

Interact with a platform as a marketplace, 
typically with filterable choice

Consumers can sometimes also 
be suppliers

Engage with an orchestrated 
ecosystem across a distinguishable 
lifecycle of need (e.g., buying a house)

Interact with curated products and 
services, with tightly focused options for 
each stage of need

Typically offer products and services 
within the platform as a marketplace

Compete with other suppliers also 
using the platform

May be subject to non-financial incentives 
such as quality feedback

Offers products and services as 
part of a coherent ecosystem 
value proposition

Participate within the ecosystem as a 
partner with the orchestrator

Coordinates for shared value with the rest 
of the ecosystem, while benefiting 
individually

Limited information shared between 
consumers and suppliers within the 
context of a transaction

Proprietary technology orchestrates 
consumer/ supplier matching and may 
profile some preferences

Data is shared across participants to 
continuously improve ecosystem’s 
proposition

Digital capabilities to enable integrated 
customer experiences (e.g., APIs, 
standardised data, CX standards)

Source: KPMG analysis, 2021.

KEY Consumers Suppliers Information Sharing & Technology

FIG. 1 – PLATFORMS AND ECOSYSTEMS SCHEMATIC OF RELATIONSHIP. 



MAJOR AUSTRALIAN BANKS   |  FULL YEAR 2021 RESULTS ANALYSIS 

 

 
 

 

25 ©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited,  
a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used under license by the independent member firms of  
the KPMG global organisation.  

Liability limited by a scheme approved under Professional Standards Legislation. 
 

FIG. 2 – ROADMAP TO ADAPT THE BANKING BUSINESS MODEL 

Call to action 

The banking industry faces a volatile future, but one that is rich with opportunity. 
The Australian banks that prepare to adapt their business models now by 
establishing the basic capabilities of the future and agreeing between the board 
and executive on the bank’s role will be best positioned to take advantage of those 
rich opportunities. 

 

Essential building 
blocks for the banking 
business models of  
the future 

Three foundational capability  
building blocks are essential to 
establish either platform or 
ecosystem, business models: 

1. Value orchestration:  
This includes establishing, 
coordinating and governing 
participation (partner management) 
while also measuring the value of 
involvement (ecosystems or 
platforms) to generate more value 
than the sum of the parts. 

2. Data-driven insights: This 
is the ability to convert raw data 
into valuable insights on customers 
and operations. Harnessing the 
power of data can lead to 
continuous improvement, 
validation through experimentation 
and innovation (including accidental 
discovery through sophisticated 
pattern analysis); increasingly, this 
is machine-driven as AI and other 
advanced analytics tools become 
mainstream and accessible. 

3. Digital interoperability: 
This refers to the ability to safely 
exchange information and drive 
functionality between participants, 
including orchestrating end-to-end 
processes across multiple 
participants 

Bringing these to life in a banking 
context involves building blocks that 
need to be augmented by the basic 
banking capabilities of financial 
management, payments, and  
risk management.  

Payments are a significant  
capability for banks battling for 
consumer relevancy. Payments 
provide a cohesive capability for both 
platforms or ecosystems, and 
maintains a connection with the basic 
banking value proposition (cash, credit, 
and transaction). It also works to 
generate valuable contextual and 
behavioural data. 

A roadmap for 
adapting the banking 
business model  

In our research, Australian banks that 
choose to adapt and future proof their 
business model should start the 
transformation by exploring three 
steps (see Fig. 2) 

 

 

 

 

1. Assess capability 
maturity: Does the bank have 
the foundational capabilities needed 
to deploy the future business model 
effectively? If not, start work 
immediately as this is an investment 
with no regrets, while, in parallel, 
work on the other two steps.  

2. Evaluate the bank’s role 
in the market: How will the 
bank differentiate along the 
spectrum of a ‘utility bank’ to an 
‘intimate bank’? This can be 
unlocked by looking at what 
strengths the bank already has 
(e.g., if its cost discipline, it may be 
more suited to a ‘utility’ play). 

3. Identify adaptions to the 
current business model: 
Does the bank need to adapt its 
historical business model by 
incorporating a platform or 
ecosystem play?  
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Shareholder returns 
Excess capital and stronger earnings have led  
to higher dividends and payout ratios across  
the Majors 

Return on Equity 
Return on equity (ROE) has improved from FY20 with average ROE increasing 323 
bps to 9.9 per cent in FY21. ROE remains on an upward trend to return to pre-
pandemic double-digit levels. This is driven by the increase in cash earnings and 
release of credit provisions and partially offset by the increase in capital. 

Diagram 10. Return on Equity – cash basis 
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Dividends 
On 15 December 2020, APRA announced that from the start of 2021, it would no 
longer hold banks to a minimum level of earnings retention given the stronger 
economic outlook and increased stability in the financial markets. Instead, APRA 
expects Authorised Deposit-taking Institutions (ADI) to moderate dividend payout 
ratios, utilise dividend reinvestment plans and implement other measures to mitigate 
the capital impact of dividends.  

As a result, the Majors have resumed higher payment of dividends from their 
earnings and distributing excess capital, with average dividend payout ratios 
increasing 18 percentage points to 70.0 per cent. Dividends, in both quantum and 
pay-out ratios, are still below those experienced before the COVID-19 pandemic. 

Diagram 11. Dividend Yield vs Payout Ratio 
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How Australian banks can transition from ESG 
commitment to ESG action. 
Ben Kilpatrick, Partner, Customer, Brand & Marketing Advisory, Richard Donaldson, Partner, Risk, Strategy & 
Technology and Paul Lichtenstein, Partner, Audit, Financial Risk Management. 

Major Australian banks must transform their organisations to meet growing stakeholder 
ESG expectations, while continuing to support economic recovery. 

As the 2020 global COVID-19 
pandemic developed, many predicted 
progress on key Environmental, Social 
and Governance (ESG) issues would 
take a back seat. World leaders had no 
choice but to focus on crisis 
management and economic support.  

The reality has been quite different.  

Stakeholders, including policymakers, 
regulators, investors, shareholders, 
consumers and communities have 
embraced a greater ESG responsibility. 
They’re demanding more action from 
Australian financial institutions, not 
less. The pandemic has highlighted 
the role financial institutions play in 
supporting the resilience of 
communities and the larger economy. 
Climate change risk has gone from a 
fringe topic to a material financial  
risk class.1 

Globally, governments and financial 
regulators are driving momentum 
across financial services to improve 
identification, management and 
disclosure of climate change risk. 
Regulators are moving to mandate 
findings from the Task Force on 
Climate-Related Financial Disclosures 
(TCFD). Regulations are already in 
place in the EU, planned for New 
Zealand in 2023 and Hong Kong no 
later than 2025. We can expect 
Australia to follow suit in the  
near future.  

Crucially, COP26 has heightened focus 
on the need for interim targets to 
show progress towards net zero in 
2050. This poses a fresh set of risks 
and opportunities. Financial institutions 
will need to shift focus – from 
elevating commitments to ensuring 
stakeholders understand the credible 
plan and economic implications of 
achieving those commitments.  

It will be a delicate path to tread. 

 

KEY STRATEGIC 
QUESTIONS FOR 
AUSTRALIAN BANKS  

1 What role do we play in 
accelerating investment flowing 
into sustainable infrastructure? 

2 What is the credible path to 
achieve net-zero carbon emissions 
across our portfolio? 

3 How do we best support 
customers, through the transition 
with new products and services? 

4 What targets and measures do  
we need for the short, medium 
and longer term to guide us and 
our clients?  

5 What new capabilities do we need 
to ensure success? 
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Addressing  
challenges | Embracing 
opportunities 

Last year, KPMG predicted regulators 
and oversight committees would 
become more vocal about adoption of 
ESG. Since then, ASIC and the ASX 
have issued guidelines on addressing 
these risks in corporate disclosures. 
Plus, they have endorsed the TCFD 
Final Report framework. More 
recently, the Prudential Practice Guide 
(CPG229) and ongoing Climate 
Vulnerability Assessments (CVA) have 
reinforced the financial industry’s 
commitment to change. But it’s not 
just the regulators. CEOs now rank 
climate change as one of the top  
three risks to achieving their  
growth ambitions.2 

But with challenge comes 
opportunity.  

Prior to the pandemic, the cost of 
climate inaction on Australia’s annual 
GDP was valued at $130 billion.3 Now, 
according to recent BlackRock 
research, this is a global investment 
opportunity worth $50 trillion – with 
cumulative GDP growth as much as 
25 per cent higher over the next  
two decades.4 

Transition the 
organisation. 
Transform the 
business. 

Globally, we have seen bank leaders 
focus on embedding ESG into their 
business strategy –transforming from 
top-down and bottom-up. While it’s 
true individual portfolio mixes drive 
individual bank challenges, we’ve 
observed successful banks have 
focussed on five key building blocks: 

1. Adding innovative 
products for all 
customers  

Leaders are continuing expansion into 
carbon-credit markets, sustainability 
linked loans, sustainable exchange-
traded funds (ETFs) and carbon-
footprint measurement tools for retail 
customers. These product innovations 
will be a key differentiator to attract  
new capital inflows.  

2. Improving risk 
management and  
analytics  

Uplifting existing sustainability risk 
management frameworks to improve 
identification and management of 
specific risks. Modelling the impacts 
of physical, transition and litigation 
risks across portfolios, while social risk 
such as modern slavery and human 
rights, will drive far greater 
transparency in supply chains. 

3. Educating staff   
 throughout the business 

Successful banks are engaging global 
thought leaders to educate everyone 
from the Boards and Senior 
Management to front-line staff. 
Everyone is then aware how climate 
change risks impact every part of their 
business-as-usual decision-making. 

4. Clarifying data strategy 
and architecture 

ESG data has traditionally been 
lagging, inconsistent, self-reported and 
patchy at best. Currently, 82 percent 
of global institutional investors believe 
most companies do not have the data 
available to disclose against 
sustainable reporting frameworks.5 
Just knowing where to start has been 
a significant challenge for many banks. 

5 Forming strategic 
partnerships 

Leading organisations are broadening 
their ecosystems via strategic 
partnerships. From upskilling senior 
management and front-line teams,  
to introducing new products and 
acquiring crucial new digital and  
data capabilities. 

“As the transition accelerates, companies with a well-
articulated long-term strategy, and a clear plan to address 
the transition to net zero, will distinguish themselves with 
their stakeholders by inspiring confidence that they can 
navigate this global transformation” 
 
Larry Fink – BlackRock, Chairman and CEO  
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EXAMPLES OF GLOBAL AND 
LOCAL ESG INNOVATORS 

Natixis: Built an in-house 
mechanism that uses Green 
Weighting Factor to allocate capital to 
deals based on climate impacts. 

Standard Chartered:  
Linked commodity hedges to ESG 
benchmarks for Trafigura – which 
offers a hedging rate discount if pre-
agreed ESG KPIs are fulfilled. 

CIBC | Itaú Unibanco | NAB 
| NatWest: Developed ‘Project 
Carbon’, a liquid carbon credit 
marketplace using blockchain to 
enable full traceability of transactions 
back to credit sources. 

BNP Paribas: Built ‘Manaos’,  
a platform connecting institutional 
investors to leading ESG fintech 
providers so they can access 
advanced ESG data, analytics and  
see contributions. 

Deutsche Bank: Established an 
ESG centre of excellence in Singapore 
– focussed on executing ESG 
transactions, innovation, product 
development, advisory and 
collaboration with regulators. 

Barclays: Built more complex 
product sets, investment funds and 
incubators to solve technology  
gaps – e.g. Barclays Social  
Innovation Facility. 

CBA: Partnered with fintech start-up 
CoGo to provide customers with a 
personalised carbon footprint for 
based on their spending – with the 
option to offset expected future 
transactions. 

NAB: Collaborated with Melbourne 
Business School to train bankers to 
support its heaviest emitting 
customers transitioning to low  
carbon plans. 

 

 

 

ANZ: Worked as a Joint 
Sustainability Coordinator on Coles’ 
$1.3 billion sustainability linked loans, 
the first within the supermarket sector 
in Australia and the largest in the local 
market. 

WBC:  Sole sustainability structurer 
for sustainability linked loan for Incitec 
Pivot (IPL), notable due to the ‘hard to 
abate’ sector IPL operates within. 

 

 
Call to action 
Arguably the single greatest challenge 
of our time, climate risk is now 
attracting immense visibility from 
regulators, the investor community 
and customers alike. Pressure is 
growing on local participants to make 
genuine net zero commitments and 
articulate their transition strategies. 
Financial Institutions need to rapidly 
accelerate the development of an 
integrated ESG strategy by: 

1. Clarifying the role and position they 
want to play within their sector  
(be it leader, fast-follower or "in  
the pack"). 

2. Embedding ESG strategy into the 
core business and building ESG 
organisational muscle; leading  
with tone from the top but 
transforming from the ground up to 
ensure an effective balance 
between the complexities and 
interrelated nature of the "E" the "S" 
and the "G". 

3. Driving a clear understanding  
of the priorities and capabilities 
needed by the organisation as 
transition pathways are  
better defined. 

4. Developing talent, strategic 
partnerships and alliances to help 
accelerate the journey to net zero. 
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