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Commonwealth Bank

Business Description

Commonwealth Bank of Australia (CBA) is Australia's largest retail bank and one of the
'Big Four'. It also operates in New Zealand and Asia. Its core business is the provision of
retail, business and institutional banking services. It is also a major fund manager and has
increasing market shares in general and life insurance.

Strategy Analysis

CBA's strategy is focused on Australia, New Zealand and Asia. The vision is to become
Australia’s finest financial services organisation through excelling in customer service,
with the group’s objective to be ranked number one in customer satisfaction by June
2010. The CEO's strategic priorities are customer service, business banking, technology
and operational excellence, trust and team spirit, and profitable growth. CBA has invested
heavily in customer service training and new staff to recover marketshare losses in home
loans and deposits. The bank has recruited new business bankers and has upgraded its
service offer. In IT there is a new shared services approach. CBA aims to improve staff
engagement and reduce turnover. The bank sees medium-term growth opportunities in
Asia and has built a portfolio of holdings in Asian banks. CBA avoids business it perceives
to be high-risk or which doesn’t meet its return criteria; the aim is to keep credit quality
strong. CBA is always assessing potential acquisitions and acquired Bankwest in
2008.Commonwealth Bank of Australia reported Statutory NPAT up 9% to $2.57bn for the
half-year ended 31 December 2008. Included in this result is a provisional estimate of the
non-cash gain recognised on acquisition of BankWest of $547m after tax. The Group's
NPAT Cash Basis was $2.01bn, a decrease of 16% on the pcp. Revenues from ordinary
activities were $21.04bn, up 19% from the same period last year. Statutory Diluted EPS
was 173.6 cents compared to 177.7 cents last year. The net operating cash inflow was
$336m compared to an outflow of $2.87bn in the pcp. The interim dividend declared was
113 cents compared with the same amount last year. With domestic and global
economies slowing or in recession, the Group remainscautious and will continue to
manage its businesses prudently. The Group's top priorities will be to maintain an
appropriate level of capital, ensure continued access to a broad funding base, retain high
levels of liquidity and to maintain a conservative approach to provisioning.

Segment Performance Annual
Shareholders’ Return

Revenue Return on Returnon 1 year 28.0%

Results by Industry (%) Sales (%) Assets (%) 3 year 4.0%

Retail Banking Services 41.6 1.3 18.3 oyear 12'0?’

Other 20.8 1.3 22.4 10year 12.0%

Institutional Banking and 15.2 0.0 -0.3 . .

Markets Dividend Reinvestment

International Financial 125 1.1 12.4 Plan Yes

Services Shareholder

Business and Private 9.9 1.4 26.3 Discounts No

Banking

Total 100.0 5.1 79.1

Results by Geography

Australia 82.4 0.0 0.0

New Zealand 12.4 0.0 0.0

Other countries 5.2 0.0 0.0

Total 100.0

28 July 2010

Recommendation
Recommendation: OQutperform
Relative to: All Ind (ex Fins)

Investment Fundamentals

ASX code: CBA
Stock price: $52.60
Market cap: $80,660m
Y\E 30/06/2010 2010e 2011e 2012e 2013¢
Reportede $m 64445 7657.4 8587.1 9456.5
Adjusted e $m 62209 7514.2 8527.9 9404.2
EPS adjusted ¢ 4059 4824 539.5 586.2

EPS growth % 33.3 18.9 11.8 8.7

PE X 13.0 10.9 9.7 9.0
PE relative X 0.9 1.0 1.0 1.0
DPS ¢ 300.0 360.0 406.5 441.3
Yield % 5.7 6.8 7.7 8.4
Franking % 100.0 100.0 100.0 100.0
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Source: ASX and Company accounts

Company contact details:
Commonwealth Bank of Australia
Ground Fl, Tower 1, 201 Sussex St
Sydney NSW 2000

Tel: (02) 9118 7200
www.commbank.com.au

If you have any queries regarding this Research
information or with any aspect of your legalsuper

account please call legalsuper on 1800 060 312
(freecall) or email mail@legalsuper.com.au

Disclosure: In accordance with Section 849 of the Corporations Law, Macquarie Equities Limited states that The Macquarie Group acted as Joint Structuring Advisor and Joint Lead Manager to Commonwealth Bank of
Australia in respect of its Tier 1 hybrid offer as announced 28 August 2009. Within the last 12 months, Macquarie Group has received compensation for investment advisory services from Commonwealth Bank of Australia.

Disclaimer: This report is prepared for general circulation and does not have regard to the particular circumstances or needs of any specific person who may read it. The information contained herein is believed to be
reliable, but its completeness and accuracy is not guaranteed. Opinions expressed may change without notice. No part of this report is to be construed as a solicitation to buy or sell any security. We do not accept any
liability, whether direct or indirect arising from the use of information contained in this report. International investors are reminded of the risks inherent in international investments, such as currency fluctuations and
international stock market or economic conditions, which may adversely affect the value of the investment. Any transaction by US persons in any security discussed in this report must be carried out through Macquarie
Equities (USA) Inc which has distributed this report in the US. This report is issued in the UK by Macquarie Equities Limited, which is a member of the Securities and Futures Authority. The investments and investment
services the subject of this report are not available to private customers in the UK. The material in this publication is copyright and may not be reproduced without consent of the copyright owner.



