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Highlights 

Underlying NPAT below prior year due to NIM 

compression, with NIM and ROE remaining 

above peers 

 

Above system deposit and lending growth with 

excellent credit quality 

 

Strong and efficient capital strategy with multiple 

RMBS issuances and other capital instrument 

initiatives 

 

Large scale digital transformation to modernise 

and consolidate banking technology platforms 

executed well 

 

Productivity and efficiency prioritised to enhance 

customer experience and profitability  

 

 

 

 

 

Continuing to grow with  

NIM and ROE remaining  

above peers 
 

Executing on  

business  

transformation 
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Results 

Full year dividend of 

28.5cps and final 

dividend steady at 

14.5cps fully franked 

with DRP discount of 

2.0% 

Total income: 

$124.6m                                           

Home loan book: 

$4.08b                                                                                                                                                                          

1.6x system 

Customer deposits: 

$3.0b  
1.8x system 

30-day arrears: 

0.51%                                              

Capital adequacy  ratio: 

13.3% 
Net profit after tax: 

$30.1m                                              

Earnings per share: 

34.0cps                                           
Net interest margin: 

1.93%                                              

Cost-to-income ratio: 

65.9% 

Return on equity: 

10.0%                                             

Above system  

lending and  

deposit growth 
 

1: FY2016 results presented on an underlying basis with removal of $1.0m post tax 

software write down and $1.8m post tax significant due diligence project costs 
   
2: 60bps increase on FY16 excluding significant M&A project costs 

 

1.0% 

10.1% 

25bps 

-1.5cps 

270bps2 
-62bps 

11.3%  

-19bps 

-3.2% 

-20bps 

1 
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FY17 strategic progress 
Delivering on our strategic goals 

To improve 
scale 
economies 

• $4b+ loan book with home loans growing at around 1.6x 
system 

• Strong and stable customer deposit growth 

• Repricing of loan pools to support revenue growth 

• FUM growth at fastest rate in many years 

To improve 
productivity 

• Lean approach to simplifying processes 

• Customer experience and productivity focus 

• Benefits of technology program to flow through  

To invest and 
grow 

• Growing in low risk, low  LVR lending, supporting capital 
and credit quality 

• Strong and broad investor support for recent $400m 
RMBS, the largest issuance in the  CONQUEST program 

To improve 
customer 
outcomes 

• New contact centre system to enhance customer 
experience and productivity 

• Increased brand presence and community engagement 

• Relationship  driven approach to third party channels with 
increased BRMs and speed to decision 

To embrace 
new world 

• Combined core banking systems into Single Core and 
progressing well with New Payments Platform 

• IB and mobile banking implemented for MSB and Rock  

• Contemporary digital  systems and analytical capability, 
with payment innovation through Android, Apple and 
Samsung Pay 

• Changing distribution footprint to reduce cost to serve 

GROW 

SIMPLIFY 

STRENGTH 

RELATIONSHIPS 

TRANSFORM 

OUR VISION 
 

To make a genuine difference to 

our customers and communities 

every day 

 

OUR MISSION 

 

Make financial services simple 

and trustworthy 

OUR PURPOSE 

 

To help people achieve their 

dreams 

ASX300 listed company 

Market capitalisation of c.$450m 

c.64,000 shareholders 

Consistent dividend returns 
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Financial 

results 

Results summary 

Performance 

Credit profile 

Loan book 

Funding 

Wealth 

DAVID HARRADINE 
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Results summary 
FY16 FY17 Change  

(v FY16)  

Total operating income ($m) 123.4 124.6  1.0% 

Net Profit after tax ($m) 31.1 30.1  -3.2%. 

Net interest margin (%) 2.13 1.93  -20bps 

Cost-to-income ratio (%) 63.2 65.9  270bps2 

Capital adequacy ratio (%) 13.0 13.3  25bps 

Common Equity Tier 1 ratio (%) 11.4 11.3  15bps 

Earnings per share (cps) 35.5 34.0  -1.5cps 

Return on equity (%) 10.6 10.0  -62bps 

Dividend – fully franked  (cents) 28.5 28.5 – – 

Dividend payout ratio (%) 80 84  4% 

Credit performance –  

30 day arrears (%) 
0.70 0.51  -19bps 

Continuation of balance 

sheet growth with NIM and 

ROE remaining above peer 

group average 

Result slightly 

down due to NIM 

compression 

1: FY16 result presented on an underlying basis with no adjustments to FY17 results 

2: 60bps increase excluding significant M&A project costs 

 

1 
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 31.1  
 30.1  

 1.9  

 0.8  

 1.3   1.0  

 0.9  

 0.8  

 0.7  

 2.8  

FY16 underlying Net interest

income

Other income Banking non-

interest income

Wealth income Operating

expenditure

Net bad &

doubtfuls

Tax FY17

Net profit after tax  

Net interest income steady despite strong competition in MyState’s target lending in lower risk, lower LVR loans 

 

Loan fee income growth through increased lending volumes 

 

Operating expenditure impacted by carry over of significant due diligence project costs from prior year 

 

Wealth income challenged by Trustee Services decline 

 

Improved bad and doubtful debt charges supported by excellent credit quality  

 

NPAT waterfall ($m) 

M&A  

expenditure 
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Net interest  

margin 

NIM decline through competition in lower 

risk, lower LVR owner occupier lending and 

slightly elevated funding spreads  

 

Margin management and a disciplined pricing 

approach remains a focus with flat NIM 

profile across the FY17 halves 

 

0.45 
0.58 

0.05 

0.28 

-0.30

-0.10

0.10

0.30

0.50

0.70

0.90

Industry term deposit  

spreads* (%) 

Average TD special spread Average TD rate spread

* Spread above 3 month 

bank accepted bill rate 

Source: RBA – July 2017 

2.13% 

1.93% 

0.16% 

0.22% 

0.19% 
0.36% 

0.03% 0.01% 

0.01% 

1.50%

1.70%

1.90%

2.10%

2.30%

2.50% NIM waterfall 
2.13% 

1.93% 1.94% 1.92% 

FY16 FY17 1H17 2H17

NIM trend 

Origination costs Increase Decrease 
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1.30 

0.87 

0.69 

0.40 
0.77 

1.35 

0.10 

81.11 

82.16 

78

79

80

81

82

83

84

85

FY16 statutory Technology

systems

People costs Lending costs Depreciation &

amortisation

Merger &

acquisition costs

Impairment of

intangibles (FY16)

Other FY17

$
 M

il
li
o

n
s 

Operating expenditure ($m) 

Expenses 

Cost growth in 

investment in digital 

systems and 

analytical capabilities  

The analysis above is presented on a statutory basis as no adjustments have been made in FY2017 to report on an underlying basis. 

On a statutory basis, costs grew by 1.3% and on an underlying basis by 3.7% (excluding the impact of significant due diligence 

project costs (FY2016: $1.8m, FY2017: $1.3m) and impairment of software (FY2016: $1.3m)). 
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Portfolio composition 

 $2.20  
 $2.51  

 $3.05  

 $0.43  

 $0.45  

 $0.42  

 $0.32  

 $0.32  

 $0.30  

 $0.39  

 $0.39  

 0.31  

FY15 FY16 FY17

Home loan book 

LVR profile ($b) 

$3.34 

$3.66 

$4.08 

>90% LVR 

85%-90% LVR 

80%-85% LVR 

<80% LVR 

22% growth 

in<80% LVR 

portfolio 

Investor loans 

21% of book* 

 

IO loans  

24% of book 

2,563 2,806 3,109 

779 
857 

967 

0

1,000

2,000

3,000

4,000

5,000

FY15 FY16 FY17

  
$

 M
il

li
o

n
s 

Principal & interest vs interest only loans 

Principal & interest Interest only

Growth in 

lower risk, 

lower 

LVR loans 

*includes reclassifications of back book in FY17 

Year on year 

growth 

-11% 

+22% 
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Credit quality 

Credit quality remains excellent 

 

Historically low impairments 

 

30 day arrears performance 

improved in FY17 and remains 
well below industry 
 

 0.60  
 0.90  

 0.54  

 0.33  

 (0.33) 

2015 2016 2017

Impairment charge ($m) 

Impairment charge Management overlay

0.51% 

0.00%

0.50%

1.00%

1.50%

2.00%

2.50%

Ju
n

-1
5

D
e
c
-1

5

Ju
n

-1
6

D
e
c
-1

6

Ju
n

-1
7

30+ Days S & P arrears data  

(Majors and regionals two months behind) 

MyState Limited SPIN majors SPIN regionals

0.28% 

0.00%

0.20%

0.40%

0.60%

0.80%

1.00%

1.20%

Ju
n

-1
5

D
e
c-

1
5
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n

-1
6

D
e
c-

1
6
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n
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7

90+ Days S & P arrears data  

(Majors and regionals two months behind) 

MyState Limited SPIN majors SPIN regionals
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Geographic loan  

book spread Continued loan book 

spread with Tasmanian 

concentration  

below 50% 

2017 

TAS 
$2.0b 

49.5% 

 

VIC 
$539.7m 

13.2% 

 

NSW 
$754.1m 

18.5% 

 

QLD 
$600.7m 

14.7% 

 

NT 
$2.4m 

0.1% 

 

WA 
$83.2m 

2.0% 

 

SA 
$41.1m 

1.0% 

 

Lower concentration Higher concentration 

3 year  

CAGR 

+10.4% 

+49.6% 

+2.2% 

+28.9% 

+8.6% 

+1.4% 

+47.7% 

0.1% 

60.2% 

16.4% 

2.6% 

0.9% 

10.0% 

9.1% 

0.1% 

55.6% 

16.2% 

2.6% 

1.2% 

11.5% 

11.9% 

0.1% 

49.5% 

14.7% 

2.0% 

1.0% 

18.5% 

13.2% 

NT

TAS

QLD

WA

SA

NSW

VIC

Geographic spread 

June 15 June 16 June 17
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Loan book 

$3,343 $3,663 $4,076 

$71 
$68 $66 

$51 
$50 $63 

$79 $71 $63 

90%

92%

94%

96%

98%

100%

FY15 FY16 FY17

Total book – composition ($m) 

Overdrafts

Business/agri/commercial

Personal loans

Home loans

$3,544 $3,853 $4,269 

Improved service  

proposition driving  

higher conversion  

to settlement 
1.57 

1.42 

1.68 

0.97 
0.88 

1.19 

$0.0

$0.3

$0.6

$0.9

$1.2

$1.5

$1.8

FY15 FY16 FY17

B
il
li
o

n
s 

Home loan book – applications and settlements 

Applications

Settlements

+18% 
+10% 

+11% 

Total loan  

book growing at  

1.8 times system 
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 1,149   1,318   1,461  

 1,345   1,397  
 1,527  

FY15 FY16 FY17

Customer deposits ($m) 

Customer at call deposits Customer term deposits

$2,493 
$2,715 

$2,988 

Funding 

A stable funding mix 

supported by growth in 

customer deposits 

eSaver product successfully 

launched in 2H17 with online 

account opening enabling 

national customer growth 

 

 

 

Multiple RMBS issuances with 

further issuance of sub-debt 

supported by broadened 

investor base  

+9% 
+10% 

66.7% 66.9% 65.7% 

12.0% 14.1% 13.2% 

21.3% 19.0% 21.2% 

FY15 FY16 FY17

Funding mix 

Customer deposits Wholesale funding Securitisation
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Capital 

Strong and effective capital 

strategy underpinning growth and 

digital banking platform 

investments 

 

11.43% 11.28% 

1.61% 

1.33% 

1.90% 
1.40% 

2.01% 

1.56% 
0.57% 

1.96% 
0.29% 

FY16 Capital initiatives Profit Dividends paid Capitalised

intangibles

Securitised assets Secured mortgage

lending

Other asset

growth

FY17

Total capital movements 

Tier 1 

Tier 2 

Tier 1 

Tier 2 

13.0% 
13.3% 

Capital initiatives in FY17: 

 

$10m sub-debt issuance in September 2016 

$300m RMBS issuance in November 2016 

Partial DRP underwrite in February 2017 

$400m RMBS issuance in June 2017 
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Trustee revenue 

challenged but 

improved  

in 2H17 

 $9.57   $9.59   $9.79  

 $4.86   $4.81   $3.76  

 $3.21   $3.07  
 $3.19  

FY15 FY16 FY17

Operating income ($m) 

Funds Management Trustee Services Financial Planning

Wealth 

$1,017 $1,008 $1,089 

$782 $738 
$778 

FY15 FY16 FY17
Funds under management Funds under advice

$17.48 $17.64 
$16.74 

Funds under 

advice growth 

of $40m (+5%) 

Funds under 

management 

growth of $81m 

(+8%) 

 

Funds under management and funds  

under advice ($m) 
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Strategy & outlook 

Sector overview 

Platform for continued growth 

Strategic overview 

MELOS SULICICH 



FY17 INVESTOR PRESENTATION  |  20 

Sector overview 

System credit growth moderating 

 

Historically low interest rate environment continues 

 

Competition is fierce particularly in lower LVR owner 

occupied household lending 

 

Financial system stability concerns influencing regulator 

direction on investor and interest only lending causing 

changes in competitive landscape 

 

APRA view of ‘unquestionably strong’ resolved with 

increase in CET1 for IRB and standardised ADIs, with some 

Basel IV reforms still to be finalised 

 

Major Bank Levy unveiled by the Federal Government 

with consideration by State jurisdictions 

 

 

 

 

Regulatory change  

and oversight  

still high 
 

Changing 

industry 

dynamics 
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Platform for continued growth  

What we’ve achieved 
What we’re currently 

working on 
What’s to come 

Deposit and loan book 

growth 

 • Well above industry 

Capital optimisation 
 

• MTN program and sub-debt 

issuance 

• Multiple RMBS issuances in FY17 

 

Digital  

transformation 

• IB and mobile banking 

• Contact centre system replacement 

• Core banking systems combined 

Leadership 
 

• Strong leadership team 

and capability 

Cost efficiencies 

Deposits 
 

Wealth 

Digital 

transformation 
 

• Productivity and process review 

• Optimising physical distribution 

footprint 

• Low cost retail deposit  

growth to enhance margin 

 

• Wealth business product 

and distribution growth 

strategy 

 

• New Payments Platform 

• Analytics and CRM based marketing 

campaigns 

• Online originations for more products 

Channel optimisation 

 
• Broaden digital for  growth 

 

Simplification 

• Streamlining processes and 

leveraging technology to 

improve services and reduce 

cost 

 

Marketing 

 
• Build out marketing 

analytics and CRM 

capabilities 

Growth 

• Organic revenue growth 

• Open to corporate 

transactions and strategic 

opportunities and assessing 

these as they arise 
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Strategic overview 
MyState’s strategy 

The needs and expectations of customers are changing 

and technology is opening opportunities to attract and 

serve new customer segments across Australia. 

MyState is making significant investments in 

technology and changing the way we think and operate 

to thrive in this future. 

This combination of customer centricity and 

technology investment and continued improvement is 

the key to MyState’s future success. 

MyState’s strategy is underpinned by 5 strategic goals, focused on 

how MyState plans to: 

Grow Simplify Strengthen 
Build 

Relationships 

Transform the 

Business 

CRM stage 1 

COMPLETED: APRIL 2017 

IB and mobile (incl. Apple, 

Android & Samsung Pay) 

COMPLETED: MAY 2017 

Single core 

COMPLETED: MAY 2017 

Contact centre system 

COMPLETED: JUNE 2017 

New Payment Platform 

ON TRACK: END OF 2017 

Lendfast and Apply 

COMPLETED: APRIL 2017 

MyState’s transformation 

Customer 

growth and 

service 

improvement 

Cost and 

efficiency gains 

Improved 

earnings 

Future benefits 
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Glossary 

 

 

 

1H: First half of  financial year 

2H: Second half of financial year 

ADI: Authorised deposit-taking institution 

APRA: Australian Prudential Regulation Authority  

Avg: Average 

ASX: Australian Securities Exchange 

BDD: Bad & Doubtful Debt Expense 

bps: basis points 

CAGR: Compounded annual growth rate 

CET1: Common Equity Tier 1 

cps: Cents per share 

CTI: Cost-to-income ratio 

DRP: Dividend reinvestment plan 

EPS: Earnings per share 

FY: Financial year 

IO: Interest only 

IRB: Internal ratings-based 

LVR: Loan to valuation ratio 

M&A: Merger and acquisition 

MYS: MyState Ltd 

MSB: MyState Bank Ltd 

NIM: Net Interest Margin 

NPAT: Net Profit after Tax 

RBA: Reserve Bank of Australia 

RMBS: Residential mortgage-backed security 

ROE: Return on equity 

ROTE: Return on tangible equity 

SPIN: Standard and Poor’s Performance Index 

S&P: Standard and Poor’s 

TD: Term deposit 
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Disclaimer 

Summary Information 

This Presentation contains summary information about MyState and its activities current as at the date of this Presentation. The information is subject to change without notice and does not purport to be 

complete or comprehensive. It does not purport to summarise all information that an investor should consider when making an investment decision. It should be read in conjunction with MyState's other periodic 

and continuous disclosure announcements lodged with the Australian Securities Exchange, which are available at www.asx.com.au. 

 

Not Financial Product Advice 

This Presentation is for information purposes only and is not financial product advice or a recommendation to acquire shares. It has been prepared without taking into account any investor’s objectives, financial 

position, situation or needs. Therefore, before making an investment decision, investors should consider the appropriateness of the information in this Presentation and have regard to their own objectives, 

financial situation and needs. Investors should seek such financial, legal or tax advice as they deem necessary or consider appropriate. MyState is not licensed to provide financial product advice in relation to the 

offer of shares. Cooling off rights do not apply to the acquisition of the shares. 

 

Financial Information 

All information in this Presentation is in Australian dollars ($) unless stated otherwise. A number of figures, amounts, percentages, estimates, calculations of value and fractions in this presentation are subject to the 

effect of rounding. Accordingly, the actual calculation of these figures may differ from the figures set out in this presentation and totals may vary slightly due to rounding. All references to financial years (FY) 

appearing in this Presentation are to the financial years ended on 30 June of the indicated year. 

 

Past Performance 

Past performance information, including past share price information, given in this Presentation is given for illustrative purposes only and should not be relied upon as (and is not) an indication of future 

performance.  

 

Future Performance 

This Presentation may contain “forward-looking” statements including statements regarding MyState's intent, belief or current expectations with respect to their business operations, market conditions, results of 

operations, financial conditions, and risk management practices. Forward-looking statements can generally be identified by the use of forward-looking words such as “anticipated”, “expected”, "aim", "predict", 

“projections”, “guidance”, “forecast”, “estimates”, “could”, “may”, “target”, “consider”, “will” and other similar expressions. Indications of, and guidance on, future earnings, financial performance, and financial 

position are also forward looking statements . Forward looking statements, opinions and estimates are based on assumptions and contingencies which are subject to certain risks, uncertainties and change without 

notice, as are statements about market and industry trends, which are based on interpretations of current market conditions. Forward-looking statements including projections, indications or guidance on future 

earnings or financial position and estimates are provided as a general guide only and should not be relied upon as an indication or guarantee of future performance. Should one or more of the risks or 

uncertainties materialise, or should underlying assumptions prove incorrect, there can be no assurance that actual outcomes will not differ materially from these statements. To the fullest extent permitted by law, 

MyState and its directors, officers, employees, advisers, agents and intermediaries disclaim any obligation or undertaking to release any updates or revisions to the information to reflect any change in expectations 

or assumptions. 

 

Investment Risk 

An investment in securities in MyState is subject to investment and other known and unknown risks, some of which are beyond the control of MyState, including possible loss of income or principal invested. 

MyState does not guarantee any particular rate of return or the performance of MyState. Investors should have regard to the risk factors outlined in this Presentation when making their investment decision. 

 

Not an Offer  

This Presentation is not an offer or an invitation to acquire shares in MyState or any other financial products and is not a prospectus, product disclosure statement or other offering document under Australian law 

or any other law. It is for information purposes only. 

 


