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Evolving connections support a region’s growth
ambitions

At NAB’s 2018 Asian Debt Capital Markets Conference,
experts, issuers and investors zeroed in on the
‘megatrends’ bringing depth and dynamism to the
regional bond landscape.

Bond market participants may be bracing for a period of
higher volatility, but a more uncertain environment will
do little to derail the megatrends creating opportunities
in Asia Pacific for Australian and New Zealand issuers, and
Asian investors alike — or the dynamism of an increasingly
connected region.

This was the view shared by participants in National
Australia Bank’s (NAB) 2018 Asian Debt Capital Markets
Conference. Now in its fifth year, the event brought
together a broad range of issuers and investors in the
key financial centres of Singapore, Hong Kong and Tokyo
to discuss the issues that will define debt markets in the
months ahead.

Unguestionably strong Asian investor connectivity with
Australasian issuers is structural in nature, and short-term
market gyrations won’t turn back the clock, according to
Brad Scott, Director Corporate Debt Markets Origination
at NAB. “The most significant change to the way debt
capital markets operate in this region is how critical
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Asian investors are to local issuers. Once Asia was a place
issuers flew over on their way to the US; now we manage
roadshows and deal launches around Asian time zones.”

With the global interest rate environment shifting and
markets roiled by tensions over geopolitics and global
trade, volatility is foremost on many issuers’ minds. But as
Geoff McMurray, General Manager, Capital Management
& CRO at chemicals firm Incitec Pivot Ltd, pointed out,
“volatility is nothing new.” Rather than embarking on

a full-scale retreat from the markets, firms are focusing
on tightening management of their balance sheets and
maturity profiles. Companies are also adopting nimbler
issuance strategies, or looking to access investors directly.

“We’ll probably be seeing smaller, more frequent issues
and rely more on private placements,” said Neil Bradley,
Treasurer at Bank of New Zealand. “We’re working to try
to maximise those opportunities.”

Periods of volatility also highlight the need for companies
to cultivate diversity in their investor bases, issuers said.
“It’s about making sure you have capacity in your funding
markets and not just keeping yourself tied to one market
where there’s no capacity to fund if things change,” Mr.
McMurray said.

“There is value to global diversification,” agreed Mr.
Bradley. “It’s very important to us.”



Wealth to put to work

As more Australian and New Zealand issuers seek to broaden
their investor horizons, the transformation taking place

on their doorstep means they don’t have to look far. Asia
Pacific’s rapid growth has created pools of capital that
investors are looking to deploy; by one estimate the assets
managed on behalf of the region’s institutional investors will
nearly double to US$10 trillion by 2025.* And the outlook

for the region is relatively bright, with growth in developing
East Asia and the Pacific expected to top 6 percent this year —
around double the global rate.?

Importantly, many of these investors have strong appetite
for Australian and New Zealand debt. A recent poll of Asian
and European investors by NAB and Asiamoney found that
around a quarter had increased their exposure to Australian
debt over the last 12 months, and that 64 percent had left
their Australian bond allocations unchanged. In addition,
28 percent plan to increase their Australian bond portfolios
over the next year3

How are you planning to change your exposure to the
market over the next 12 months?

m Increase (28%)

B Decrease (8%)

| am not planning
to change my
exposure (64%)

Source: Asiamoney 2018
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A region reshaped

As Cathryn Carver, Executive General Manager, Corporate

& Institutional Banking at NAB pointed out, the growing
presence of Asian investors in Australian and New Zealand
debt markets is just one aspect of a more connected region.
“We are continuing to see the blending of Asian, Australian
and New Zealand expertise in our capital, trade and business
flows,” she said. “In particular with capital flows we see this
happening via the Australian bond and loan markets, where
Asian investors make up a significant part of all transactions
providing depth, diversity and liquidity.”

David Lowe, Senior Manager, Treasury at Newcastle
Permanent Building Society said the firm had seen a “big
influx of interest from Asia” recently, with a 20 percent rise
in Asian investor participation in one issuance early this year,
versus the 2-3 percent increases it had seen previously.

There are several factors that explain the appeal of
Australian and New Zealand debt to the regional investor
base. A track record of robust growth and stable governance
play a role, as do the attractive yields offered by Australian
and New Zealand credits. And as it has for issuers,
diversification has emerged as a major driver, with 40
percent of the investors polled citing this as the main reason
for planning to boost Australian bond holdi-ngs.

“We know that Asian investors appreciate the diversification
opportunities that Australian and New Zealand corporates
give,” said Melissa Gribble, Head of Capital Markets
Origination at NAB. While the financial sector remains a
favorite of investors — no surprise, given the strong balance
sheets of Australian banks and other financials — there are
other key sectors emerging where the interests of issuers
and investors are increasingly aligned.

t http://www.pionline.com/article/20160915/ONLINE/160919912/spence-johnson-projects-10-trillion-in-asia-pacific-institutional-assets-for-managers-by-2025
2 http://www.worldbank.org/en/region/eap/brief/global-economic-prospects-east-asia-pacific; http://www.worldbank.org/en/publication/global-economic-prospects

3 https://www.euromoney.com/article/b17y5pmkkv8lw3/yield-hungry-investors-head-to-oz
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Infrastructure, education in focus

The infrastructure and property sector is a prime example.
In essence, as Peter Jolly, Global Head of Research at NAB,
noted, infrastructure in Australia is not keeping up with the
rapid expansion of the population, “which is good, as it
means opportunity for growth.”

In the housing market, David Rowe, Treasurer at Stockland,
noted, “low interest rates and low wage growth, against a
backdrop of rising house prices has influenced affordability.
But we continue to see demand underpinned by strong
population growth and economic factors, such as
employment and expansionary monetary policy.”

This is not only spurring new developments but also
encouraging the release of previously government-owned
assets to the private sector, which is “good news for fixed
income investors,” Clare Lewis, Director, Debt Markets
Origination at NAB, said.

Education — now Australia’s third-largest export industry,
Mr. Jolly noted —is another promising field, expanding
almost 20 percent in 2016-2017.4 The links in the sector
between Australia and the rest of Asia Pacific are a natural
reflection of shifts in Australia’s student base, with China
alone now accounting for 29.5 percent of the country’s
international students.>

Institutions like Australian Catholic University (ACU) are
turning to the bond markets to finance development plans,
often with social and/or environmental components. ACU
helped fund several important research institutes, programs
and the construction of green-star rated buildings by issuing
through NAB in 2017, Australia’s first sustainability bond;
combining social and green criteria, according to Mitch
Srbinovski, ACU’s Associate Director of Financial Operations.
The A$200 million issue was well received by Asian investors,
who accounted for about a quarter of the total.®

ACU Sustainability Bond, breakdown by geography

m Australia (75%)
W Asia (24%)
Europe (1%)

Source: NAB Debt Capital Markets Origination

NAB’s Mr. Scott, who executed ACU’s transaction, confirmed
this key trend. “Australian universities remain in strong
demand by Asian bond investors attracted by their high
quality education and ‘AA’ credit standings, providing

a competitive source of long-term funding for campus
infrastructure upgrades.”

Beyond sectors, Asian investors are also increasingly open
to different currencies, supporting issuer diversification
goals. The NAB/Asiamoney poll showed a surge in investors’
exposure to euro-denominated Australian bonds, with
roughly 45 percent of those surveyed holding euro exposure
versus 19.7 percent last year. US dollar-denominated bond
holdings have also risen, and issuers at the conference also
noted increasing investor interest in US dollar-denominated
Regulation S (Reg S) issuance, in line with the exploding
popularity of the format in the region.

“Some years ago we didn’t think the Asian markets were
mature enough for Reg S,” said Mr. McMurray of Incitec
Pivot. “But the last couple of years these markets have been
maturing and investors are willing to invest if the credit
rating is right. We’ve done a Reg S transaction that was very
successful. In terms of ranking markets Asia is now one of
our highest priorities.”

4 http://www.afr.com/leadership/education-exports-are-worth-28-billion-a-year-nearly-20pc-more-than-we-thought-20171005-gyvc8v

5 http://www.xinhuanet.com/english/2018-03/07/c_137022654.htm
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Meeting green ambitions

The interests of Australian and New Zealand issuers are also
converging on sustainable assets. Environmental, social

and governance (ESG) factors are becoming a significant
consideration for many investors, with 25.8 percent of those
in the NAB/Asiamoney poll intending to increase their ESG
bond exposure in the next year — some by up to 25 percent.
And of the investors planning to boost ESG bond holdings,
almost half (43.75 percent) also intend to lift exposure to
the Australian fixed income market. This is very much in line
with what NAB sees as “an international trend around social
and responsible investment,” said Jacqueline Fox, General
Manager, Capital Markets & Advisory, NAB. “That’s something
we’ve been watching very closely for a number of years. We
have dedicated ESG specialists at our institution who work
with a range of our customers. It’s an important theme that
we’ll continue to see grow over time.”

How are you planning to change your exposure to the ESG
bond market in the next 12 months?

B Increase (26%)

B Decrease (8%)
No change (66%)

Source: Asiamoney 2018

This represents a clear opportunity for the rising number

of Australian and New Zealand corporates who, like ACU,
have made sustainability a priority and are exploring green
or social bond issuance. As Mr. Rowe of Stockland also noted,
there is increasing investor appetite for ESG bonds and a
growing recognition that “companies need to take

ESG seriously.”
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“Investors are showing increasing interest in corporate
issuers’ ESG policies and we’ve also seen a real pickup in
interest in the last 12-18 months from Australian and New
Zealand corporates in exploring issuing in ESG formats,”
said NAB’s Ms. Gribble. “Going forward we’re expecting

a pickup inissuances from sectors that have so far been
underrepresented from a specific funding perspective
despite a strong focus on ESG initiatives, such as
infrastructure and utilities.”

Fundamental forces, now and in future

One looming question is whether the broadly positive
factors creating a more integrated regional debt market —
solid growth in Australia, New Zealand, and the rest of Asia
Pacific; greater focus on diversification; the pressing need for
infrastructure and a rising ESG emphasis — are vulnerable to
volatility spikes or macroeconomic shocks.

The consensus at the event seemed to be while there may

be short-term setbacks, the forces encouraging regional
connections are too fundamental to be reversed completely.
As Mr. Jolly noted, strong population and hence infrastructure
growth is set to continue in New Zealand and Australia,

while the push towards greener policies and renewable
energy sources is an “important and meaningful trend” that
represents a new source of growth region-wide. The Chinese
economy, meanwhile, will be increasingly driven by consumer
demand supported by a stable renminbi currency, said Christy
Tan, NAB’s Head of Markets Strategy and Research, Asia.

This means the bonds between Australian, New Zealand
and Asian issuers and Asia Pacific investors will continue

to expand in future. “Investors will continue to seek out
Australian assets for their yield, stability, consistency and
sustainability,” said Ms. Carver. “The depth and dynamism
of the region’s investor base will stand issuers in very good
stead; contributing to building infrastructure and helping to
ensure vibrant communities.”
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Disclaimers

Australia: This document has been prepared by National Australia Bank Limited ABN 12 004 044 937 (AFSL 230686) (27ment has been prepared by National
Australia Bank Limited ABN 12 00suers in very good stead; contributing to building infrastructure and helping to ensurn, invitation, offer, or solicitation or
inducement to buy or sell any financial instrument or product, or to engage in or refrain from engaging in any transaction. It is not the intention of NAB to create
legal relations on the basis of the information contained herein.

So far as the law allows, neither NAB nor its related bodies corporate or any of their officers, employees, agents, advisers or contractors (collectively, “NAB
Parties”) warrants or represents that the information in this document is accurate, reliable, complete or contemporary. To the extent permitted by law, the NAB
Parties shall not be liable for any loss or damage which may be suffered by any person relying upon this document or any Information (including by way of
negligence or misrepresentation) arising from or in connection with information contained in this document.

New Zealand: Bank of New Zealand is a registered bank in New Zealand and is only authorised to offer the products and services mentioned in this document
to customers in New Zealanlf you are not in New Zealand please speak to your local NAB representative. National Australia Bank Limited and UBank Limited are
not registered banks in New Zealand and are not authorised to offer the products and services mentioned in this document to customers in New Zealand. The
information in this communication is provided by Bank of New Zealand for use by the recipient only for general information and discussion purposes. None of
the information is to be used for any other purpose, reproduced or altered. To the extent that any such information constitutes financial advice, it does not take
into account any person’s particular financial situation or goals. We recommend that you seek advice specific to your circumstances from your financial and
other professional advisers. Further details of BNZ Markets products and services are contained in BNZ’s Product Disclosure Statement, a copy of which can be
obtained, free of charge, by contacting your BNZ Relationship Manager. Any statements as to past performance do not represent future performance, and no
statements as to future matters are guaranteed to be accurate or reliable. This document is not to be distributed in New Zealand.

Asia: These materials are for information purposes only.

The attached presentation materials (Materials) have been prepared by National Australia Bank Limited (ABN 12 004 044 937, AFSL 230686) (NAB) and made
available to you (Recipient) for general information purposes only without taking account of your objectives, financial situation or needs. The Materials are
intended to provide the Recipient with high-level information only concerning the matters described in the Materials. The Materials are not, and are not intended
to be, a prospectus, offering circular, profile statement or other form of offer document regulated or governed by any legislation of any country or a private
placement memorandum, an information memorandum or any other form of invitation to treat.

This document is not an offer or advice. The Materials do not constitute in any jurisdiction an offer, invitation, solicitation or inducement for the issue,
subscription, sale, purchase or disposal of any securities, financial instruments, financial products, assets or businesses, or any advice or recommendation in
relation to subscribing for, investing in, or acquiring or disposing of any securities, financial instruments, financial products, assets or businesses, or to engage in
or refrain from engaging in any transaction whatsoever.

No guarantee as to performance

Neither NAB nor any other company in the National Australia Bank Group or their respective officers, directors, employees, agents, advisers or associates (NAB
Group) guarantee the performance of any security, financial product, person, entity, asset or business, or any particular rate of return, forecast, target or forward-
looking statement, referred to in the Materials nor take responsibility for the Materials or their contents. Securities and financial products, or any assets or
business, described in the Materials may be an investment in, a deposit with or other liability of any NAB Group member and such investments or acquisitions, if
made, will be subject to investment risk, including possible delays in repayments and loss of income or capital invested. No NAB Group member in any way stands
behind the capital value of, nor does it guarantee the performance of, any securities, financial instruments, financial products or any person, entity, assets or
business described in the Materials, including as to any income or other distributions. No NAB Group member provides any guarantee or assurance in respect of
any securities, financial instruments, financial products or entity, assets or business described in the Materials, the ultimate owners of such assets or businesses,
their respective related companies or the underlying entities.

Price maker

A member of the NAB Group may hold a position or act as price maker in respect of securities or financial products mentioned in the Materials or the securities
or financial products of any entity or its related companies mentioned in the Materials, or act as underwriter, placement agent, adviser or lender in respect of
such entities, securities or products.

No representation or warranty as to accuracy, reliability or completeness

No member of the NAB Group makes any representation or warranty, express or implied, as to the accuracy, reliability or completeness of any statement or
information in the Materials including, without limitation, any target returns, forecasts (whether economic or otherwise), projections or other forward-looking
statements (whose preparation involves elements of subjective judgment and analysis). The Materials do not purport to contain all relevant information and any
statement as to any future matter is a present prediction of a possible future outcome, the accuracy of which is not and cannot be guaranteed. The Recipient

of the Materials should not rely on the contents of the Materials, but should obtain and read all relevant disclosure documents, make and rely on their own
assessment and evaluation and undertake their own investigations and inquiries and seek independent advice.
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INFORMATION

Forward-looking statements

The Materials may contain “forward-looking statements”. These forward-looking statements may be based upon certain assumptions. Actual events may differ
from those assumed. There can be no assurance that any forward-looking statements will materialise or will not be materially lower than those presented. Except
where otherwise indicated herein, the information in the Materials (including forward-looking statements) is based on information available as of the date of the
creation of the relevant document and not as of any future date, and will not be updated or otherwise revised to reflect information that subsequently becomes
available, or circumstances existing or changes occurring after the date hereof. Where provided, forecasts and estimates of future performance are sourced from
company and broker reports. Past performance is no guarantee of future performance.

Disclaimer of liability
To the maximum extent permitted by law, the NAB Group expressly disclaims all or any liability arising from or in connection with:

¢ the contents of or omissions from the Materials, including any express or implied representations, statements, conclusions and forward-looking statements;

¢ the provision to or use by any person of the information and statements contained in the Materials;

¢ the preparation of the information contained in the Materials; and

e any loss, damage, costs or expenses of any nature which may be suffered or incurred by any person relying on, disclosing or using any information or
statement contained in or connected with the Materials.

No member of the NAB Group has any liability to the Recipient or to any of such Recipient’s officers, directors, employees, agents or associates, legal counsel or
other professional advisers or to any other person for any damages, claims, costs or losses resulting from the use of the information contained in the Materials.

Accuracy of materials from third-party sources
The Materials contain information received from third-party sources and the content of that information was not devised, nor has it been verified or tested, by
any member of the NAB Group. No NAB Group member takes any responsibility for that information or endorses its accuracy.

Disclosure of Materials
The Materials should not be disclosed or circulated to any other person or reproduced or redistributed in any format without the prior written consent of NAB.
NAB reserves the right at any time to suspend or terminate your access to or use of the Materials.

Governing law
The Materials are governed by, and are to be construed in accordance with, the laws in force in the State of Victoria, Australia, and any dispute or claim arising
from, or in connection with, the Materials is subject to the non-exclusive jurisdiction of the courts of that State.

Recipients in Hong Kong

By accepting the Materials, the Recipient represents and warrants that it is a “professional investor” within the meaning of the definition of that term in Part 1 of
Schedule 1 to the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong). If you think you have received the Materials in error, please contact NAB
at Level 27, One Pacific Place, 88 Queensway, Hong Kong Ph: +852 2826 8111.

If the Materials are distributed in Hong Kong, such distribution is by National Australia Bank Limited, Hong Kong Branch, which is licensed by the Hong Kong
Monetary Authority and registered (CE Number AAO169) under the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) for Type 1 (dealing in
securities) and Type 4 (advising on securities) regulated activities. Its main business address is Level 27, One Pacific Place, 88 Queensway, Hong Kong.

The contents of the Materials have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the contents of the
Materials, you should obtain independent professional advice.

Recipients in Singapore

By accepting the Materials, the Recipient represents and warrants that it is an “institutional investor” within the meaning of the definition of that termin the
Securities and Futures Act (Cap. 289 of the Laws of Singapore). Recipients of this material in Singapore should contact NAB, Singapore branch at 12 Marina View,
#20-02 Asia Square Tower 2, Singapore 018961 Tel (65) 6419 6875 for any matter arising from, or in connection with, this Material.

Recipients in Japan
NAB has no licence of securities-related business in Japan. Therefore, the Materials are only for your information purpose and are not intended as an offer or
solicitation for the purchase or sale of the securities described herein or for any other action.

Recipients in China

In the PRC, the Materials are directed solely at persons who would be constituted as (i) Qualified Domestic Institutional Investors in accordance with the
applicable PRC laws and regulations promulgated by China Banking Regulatory Commission, China Securities Regulatory Commission or China Insurance
Regulatory Commission or (ii) other eligible investors in accordance with the applicable PRC laws and regulations.

Further, the information contained in the Materials does not constitute “marketing or production and business activities in the PRC” as defined in the
Administrative Measures on the Registration of Production and Operation Activities of Foreign Enterprises in the PRC promulgated by the State Administration of
Industry and Commerce.

NAB Asian DCM Conference 2018 7



© 2018 National Australia Bank Limited ABN 12 004 044 937 AFSL and Australian Credit Licence 230686



