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The Reserve Bank of New Zealand (RBNZ) has now lifted the temporary redemption restriction on New Zealand registered
banks redeeming Capital Securities. The restriction was put in place in April 2020 until 31 March 2021 in response to New
Zealand's COVID-19 lockdown and the uncertain economic outlook.

Figure 1. Capital Securities impacted

Issuer / Security NZX Code Amountonissue Coupon Freq Next Coupon Call/Reset Comment re potential call

Payment
ANZ ANBHB NZ$500m 3.79% Qtly 25/05/2021 25/05/22 Potentially via a 'Regulatory Event' clause
Kiwibank KCFHA NZ$150m 3.99% Qtly 27/05/2021 27/05/22 Potentially via a 'Regulatory Event' clause
ASB Sub Notes#2  ABBO50 NZ$400m 5.25% Qtly 15/06/2021 15/12/21 First call date in December 2021
BNZ Sub Notes BNZ090 NZ$550m 2.73% Qtly 17/06/2021 17/12/25 Can call on any coupon payment date

Source: Forsyth Barr analysis, WBC010 issued by parent

Permission still required

Whilst the RBNZ has lifted the restriction on redeeming Capital Securities, banks must first seek approval from the RBNZ. The RBNZ
has stated that it "intends to take a cautious view around the capital levels that would prevail after redemption". The RBNZ has
restricted ordinary bank dividends to 50% of earnings, which would be favourable, in our view, to granting permission if sought.

New regime on track

The 1 July 2021 commencement date for new Capital Securities remains intact. From this date banks can apply for recognition of new
qualifying Capital Securities. The RBNZ has removed the ability for banks to use loss absorbing features and hence the current crop of
Capital Securities will begin to be de-recognised from 1 July 2021, further enhancing the incentive to redeem.

Its still a 'grey' area as to the timing of possible redemption of the four Capital Securities (as in Figure 1). In our view ANZ and BNZ
would be the most keen to get their respective instruments redeemed.

ANZ faces a 'Mandatory Conversion' date in May 2022 where its NZ$500m of Additional Tier One Capital Securities (ANBHB) will be
converted into ordinary shares (assuming certain conditions are met). We, therefore, believe ANZ will be very keen to redeem its
NZ$500m of ANBHB Additional Tier One Capital Securities once permission is granted.

In our view BNZ would also likely to be one of the first in line to ask for redemption permission. The NZ$550m of subordinated notes
(BNZ090) were due to be called in December 2020, however, the redemption restrictions saw BNZ090 'rolled over' for a further five
years. BNZ090 can be called on any coupon payment date from December 2020 at par.

Kiwibank has been proactive in this sector issuing a Tier 2 security in December 2020 that will remain on issue post the 1 July 2021
transition date. We believe that Kiwibank may also be proactive in dealing with its NZ$150m Additional Tier One security — KCFHA
and seek redemption sooner rather than later. Its May 2021 coupon payment date appears to be a sensible option for redemption.

ASB has some time on its hands if it chooses, with ABBO50's first call date occurring in December 2021.

The next couple of months may be an interesting time in the New Zealand debt market if the banks begin to redeem the Capital
Securities given their size. It is possible that banks may wait until the new rules are in place and redeem and reissue post 1 July 2021.
Regardless of the precise timing, 2021 looks to be a busy one on the redemption front.
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Important information about this publication

Forsyth Barr Limited (“Forsyth Barr”) holds a licence issued by the Financial Markets Authority to provide financial advice services. In making this publication
available, Forsyth Barr (and not any named analyst personally) is giving any financial advice it may contain. Some information about us and our financial
advice services is publicly available. You can find that on our website at www.forsythbarr.co.nz/choosing-a-financial-advice-service

Any recommendations or opinions in this publication do not take into account your personal financial situation or investment goals, and may not be
suitable for you. If you wish to receive personalised financial advice, please contact your Forsyth Barr Investment Adviser.

The value of financial products may go up and down and investors may not get back the full (or any) amount invested. Past performance is not necessarily
indicative of future performance.

This publication has been prepared in good faith based on information obtained from sources believed to be reliable and accurate. However, that information
has not been independently verified or investigated by Forsyth Barr. If there are material inaccuracies or omissions in the information it is likely that our
recommendations or opinions would be different. Any analyses or valuations will also typically be based on numerous assumptions; different assumptions
may yield materially different results.

Forsyth Barr does not undertake to keep current this publication; any opinions or recommendations may change without notice to you.
In giving financial advice, Forsyth Barr is bound by duties under the Financial Markets Conduct Act 2013 (“FMCA”) to:

e exercise care, diligence, and skill,

e give priority to the client’s interests, and

e when dealing with retail clients, comply with the Code of Professional Conduct for Financial Advice Services, which includes standards relating to
competence, knowledge, skill, ethical behaviour, conduct, and client care.

There are likely to be fees, expenses, or other amounts payable in relation to acting on any recommendations or opinions in this publication. If you are Forsyth
Barr client we refer you to the Advice Information Statement for your account for more information.

Analyst certification: The research analyst(s) primarily responsible for the preparation and content of this publication ("Analysts") are named on the first
page of this publication. Each such Analyst certifies (other than in relation to content or views expressly attributed to another analyst) that (i) the views
expressed in this publication accurately reflect their personal views about each issuer and financial product referenced and were prepared in an independent
manner, including with respect to Forsyth Barr Limited and its related companies; and (ii) no part of the Analyst’s compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by that Analyst in this publication.

Other disclosures: Forsyth Barr and its related companies (and their respective directors, officers, agents and employees) ("Forsyth Barr Group") may have
long or short positions or otherwise have interests in the financial products referred to in this publication, and may be directors or officers of, and/or provide
(or be intending to provide) investment banking or other services to, the issuer of those financial products (and may receive fees for so acting). Forsyth Barr is
not a registered bank within the meaning of the Reserve Bank of New Zealand Act 1989. Members of the Forsyth Barr Group may buy or sell financial
products as principal or agent, and in doing so may undertake transactions that are not consistent with any recommendations contained in this publication.
Other Forsyth Barr business units may hold views different from those in this publication; any such views will generally not be brought to your attention.
Forsyth Barr confirms no inducement has been accepted from the issuer(s) that are the subject of this publication, whether pecuniary or otherwise, in
connection with making any recommendation contained in this publication. In preparing this publication, non-financial assistance (for example, access to staff
or information) may have been provided by the issuer(s) being researched.

Investment banking engagements: For information about whether Forsyth Barr has within the past 12 months been engaged to provide investment banking
services to an issuer that is the subject of this publication, please refer to the most recent research report for that issuer’s financial products.

Managing conflicts: Forsyth Barr follows a research process (including through the Analyst certification above) designed to ensure that the
recommendations and opinions in our research publications are not influenced by the interests disclosed above.

Complaints: Information about Forsyth Barr’s complaints process and our dispute resolution process is available on our website - www.forsythbarr.co.nz.

Disclaimer: Where the FMCA applies, liability for the FMCA duties referred to above cannot by law be excluded. However to the maximum extent permitted
by law, Forsyth Barr otherwise excludes and disclaims any liability (including in negligence) for any loss which may be incurred by any person acting or relying
upon any information, analysis, opinion or recommendation in this publication. Nothing in this publication should be construed as a solicitation to buy or sell
any financial product, or to engage in or refrain from doing so, or to engage in any other transaction.

Distribution: This publication is not intended to be distributed or made available to any person in any jurisdiction where doing so would constitute a breach
of any applicable laws or regulations or would subject Forsyth Barr to any registration or licensing requirement within such jurisdiction.

Terms of use: Copyright Forsyth Barr Limited. You may not redistribute, copy, revise, amend, create a derivative work from, extract data from, or otherwise
commercially exploit this publication in any way. By accessing this publication via an electronic platform, you agree that the platform provider may provide
Forsyth Barr with information on your readership of the publications available through that platform.
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