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Cover story

Westpac Strathpine branch
manager, Rachel, helping a
customer. Read about how she
supported a customer who was
a victim of a scam on page 25.

About this report

Westpac’s 2021 Annual Report is our primary statutory and regulatory
reporting disclosure. It comprises information about our activities,
strategy, and financial and non-financial results over the reporting period.

In this Annual Report a reference to ‘Westpac’, ‘Group’, ‘Westpac Group’, ‘we’, ‘us’ and ‘our’ is to Westpac Banking Corporation ABN 33 007 457

141 and its subsidiaries unless it clearly means just Westpac Banking Corporation. All figures in this Annual Report are for the 12 months ended

30 September 2021 unless otherwise indicated. All comparisons are against results for the 12 months ended 30 September 2020 unless otherwise
indicated. All dollar amounts are in Australian dollars unless otherwise indicated. For certain information about the basis of preparing the financial
information in this Annual Report see ‘Reading this report’ in Section 2. In addition, this Annual Report contains statements that constitute ‘forward-
looking statements’ within the meaning of Section 21E of the US Securities Exchange Act of 1934. For an explanation of forward-looking statements
and the risks, uncertainties and assumptions to which they are subject, see ‘Reading this report’ in Section 2. Information contained in or accessible
through the websites mentioned in this Annual Report does not form part of this report unless we specifically state that it is incorporated by
reference and forms part of this report. All references in this report to websites are inactive textual references and are for information only.

Westpac Banking Corporation ABN 33 007 457 141
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2021 has been a year of
progress for Westpac.

We reset our purpose and strategy last year and are delivering on our plans.

Our major program to strengthen our management of risk and culture is well
underway and we’ve simplified our business through asset sales and consolidations.
While there is still more to do to restore value and the trust you have placed in us,
these changes are making us a simpler, stronger bank.
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WESTPAC’S ANNUAL REPORTING SUITE

Our annual reporting suite brings together the Group’s financial, non-financial, risk and sustainability
performance for the year. It includes our Annual Report, Financial Results Announcement, Presentation and
Investor Discussion Pack, Pillar 3 Report, Sustainability Supplement, and our Corporate Governance Statement.
Access the full suite online at westpac.com.au/2021annualreport.
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About Westpac

Founded in 1817, Westpac is Australia’s first bank and oldest
company. We were established as the Bank of NSW in Sydney
before expanding across Australia and New Zealand over the

next century.

Over that time, we continued our expansion,
acquiring several banks and growing our network
across the region. In 1982 we changed our name
to Westpac.

In 2008 we completed a merger with St.George
Bank, acquiring the brands of St.George and
BankSA and we relaunched the Bank of Melbourne
brand in 2011.

In 2021, after resetting our purpose and strategy,
we began to simplify our operations to refocus
on banking in Australia and New Zealand.

This year we exited several businesses, closed
some international operations and are working
to simplify our banking business through our
lines of business operating model. Further
simplification is expected in the year ahead.

Today we are one of the four major banks in
Australia and one of the five major banks in
New Zealand - supporting over 13.9 million

customers.

We have branches, affiliates and controlled entities
throughout Australia, New Zealand, Asia and in the
Pacific region, and maintain branches and offices
in some of the key financial centres around the
world.

WESTPAC COMPRISES SIX MAJOR DIVISIONS

Consumer

Serving consumers in Australia with a range of
banking products under the brands of Westpac,
St.George, BankSA, Bank of Melbourne and RAMS.

Business

Serving the needs of small to medium businesses

and commercial and agribusiness customers across
Australia. This division also includes Private Wealth,
supporting the needs of high-net-worth individuals.

Westpac Institutional Bank (WIB)

Delivering a broad range of financial services to
commercial, corporate, institutional, and government
customers operating in, and with connections to,
Australia and New Zealand.

New Zealand

Delivering banking, wealth and insurance services to
consumer, business and institutional customers across
New Zealand.

Group Businesses

Comprising our head office and Australian corporate
and support functions including treasury, technology,
operations, property services, strategy, finance, risk,
compliance, legal, human resources, and customer
and corporate relations.

Specialist Businesses

Bringing together the Group’s non-core businesses
that we ultimately plan to divest. These include
superannuation, wealth platforms and investments,
Auto finance, along with our operations in Fiji

and Papua New Guinea. For part of the year, the
division included our Vendor Finance and Australian
insurance operations (General and Lenders Mortgage
Insurance) which were sold during the year. The sale
of Life Insurance and Auto finance is expected to be
completed in 2022.



FY21 CASH EARNINGS!

BRANDS

$3,081m
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RAMC?

WESTPAC GROUP 2021 ANNUAL REPORT 3

MARKET SHARE DATA

$1,789m

7 *st.george

Australia

Household deposits?

Mortgages?

Business credit?

Customers*

21%
21%
15%
12.6m

bankm o v
($670m) ws
$950m ws
(A$ EQUIVALENT)
$ 9 m WiFestpac Grour

$193m

‘I ’ *st.george
¢8T

1 See cash earnings definition on page 6 of this Report.

2 APRA Banking Statistics, September 2021.

3 RBA Financial Aggregates, September 2021.

4 Includes customers outside Australia and New Zealand.

5 RBNZ, September 2021.

New Zealand

Consumer lending®

Deposits®

Business lending®

Customers

3%
3%
6%
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2021
Year In
review

Overview

It has been another challenging year as
COVID-19, and its associated lockdowns,
continued to create uncertainty for economies
and customers.

The pandemic’s human impact has been tragic,
however the Australian and New Zealand
economies have been much more resilient than
originally expected. The combined support of
governments, regulators and the banking sector
helped to insulate these economies from the worst
of the financial impacts.

Westpac continued to help customers - individuals
and businesses - through the uncertainty with a
range of targeted financial support. We remained
open and available to customers in many branches
and processing centres, while supporting over half
of our people to work from home.

2021 has also been a year of progress for
Westpac. Our major program to strengthen our
management of risk and culture is well underway,
we’ve simplified our business and performance
has improved.

We have faced some setbacks. As we have worked
to improve our management of risk, new issues
have emerged. In addition, we have looked to
accelerate the pace of change in line with both our
own and regulator expectations. We have adjusted
our plans and are meeting the milestones we have
set ourselves - although we recognise there is still
much to do.

Our Fix, Simplify and Perform strategic priorities
are helping to frame what we do and provide
clarity for our people. As part of Fix we are
addressing our shortcomings, and dealing with risk
and legacy issues, under Simplify we are focusing
on banking in Australia and New Zealand and
making things easier for customers and our people
while Perform is our program to lift underlying
performance and returns.

1 Customer Outcomes and Risk Excellence.

SHOIH

SMOT

&y Fix

CORE program’
to strengthen risk
management and risk culture

121.327

activities undertaken?

Addressed all items in
AUSTRAC’s Statement
of Claim

Substantially completed two
major advice remediation
programs. Over

$1bn paid or

offered to approximately
1 million customers

Entered into an enforceable
undertaking with APRA,
after the regulator required
a more comprehensive risk
and culture program

Weaknesses in risk
management and culture
highlighted by Reserve
Bank of New Zealand

2 Activities undertaken and submitted to independent reviewer, Promontory Australia.

>30%

Increase in financial crime
specialists since 2019

Reduced average time
to resolve complaints to

5.4 .

from 6.5 days

84y

of complaints resolved
at first point

Remediation required
in our management
of liquidity

Additional legal cases
and investigations
by ASIC

Potential external fraud
relating to a portfolio
of equipment leases



o3> Simplify

A

non-core
businesses sold?

3

non-core businesses
announced for sale®

Reduced correspondent
banking group
relationships by

286

Closed

2

international offices -

a further 3 to be finalised
by the end of 2022
calendar year

Proposed sale of
Westpac Pacific was
not granted regulatory
approval

Lagged peers in
mortgage processing
via brokers

[ I N N]

284

products closed

Embedded lines of
businesses operating
model

Brought

>1,000

jobs back to Australia

/N

Multi-day BT
Panorama platform
outage disrupted
many customers

See page 21 of this Report for full list.

During 2021 COVID-19 lock-down, from July to September 2021.
‘Climate change solutions’ definition can be found in 2021 Sustainability Appendix - Glossary available online.

The proportion of women in leadership roles across the Group. It includes the CEO, Group Executives, General Managers, senior leaders with
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> Perform

Helped over

17,200

customers manage
through COVID-19
loan deferrals*

Organisational
Health Index

74 from 70

over the year

Restored growth in
Australian mortgages

Plan to reduce cost
base to

$8bﬂ by FY24

Panorama over

$1000bn

in funds under
management

Aih

Consumer NPS remains
at the bottom of the
peer group

Significant increase in
costs in FY21 related to
Fix priority spend

Strong common equity
tier 1 capital ratio

12.3%

$1.9bn

in new lending to
climate change
solutions®

Women in leadership®

50%

Largest bank lender to
greenfield renewable
energy projects in
Australia for past’

5 years

New 5 minute digital
process to set up
deposit accounts

Significant
write-offs in our
institutional
business and
non-core assets

significant influence on business outcomes (direct reports to General Managers and their direct reports), large (3+) team people leaders

three levels below General Manager, and Bank and Assistant Bank Managers. Senior Executive refers to the proportion of women in the

combined Group Executives and General Manager populations.
7 1JGlobal and Westpac Research data.
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In FY21, we recorded a net profit attributable to the
owners of Westpac of $5,458 million, an increase of
138% on FY20.

The higher net profit was principally due to lower notable
items and from released impairment provisions raised

in 2020 as COVID-19’s financial impact was much lower
than expected.

Notable items are larger infrequent items that we remove
when assessing underlying earnings. In FY21 notable
items were $1.6 billion, mostly related to the write-down
of intangible items (goodwill and capitalised software)

as detailed in section 3 of this Report. In FY20, notable
items were $2.6 billion including costs associated with the
AUSTRAC matter.

In FY21 there was a $3.8 billion turnaround in impairment
charges as FY20 included a significant impairment charge
reflecting the expected losses linked to the impacts of
COVID-19. In FY21 we recorded an impairment benefit as
the impact of COVID-19 has been much less than originally
expected and some impairment provisions were reversed.

Cash earnings

The table below is on a ‘Reported’ earnings basis, however
in assessing performance, we use ‘cash earnings’ - a
measure of profit determined by adjusting reported
earnings by three factors:

1. Material items that do not reflect ongoing performance.

2. ltems that may not be considered when determining
dividends including the amortisation of intangible items,
treasury shares or economic hedging impacts.

3. Accounting classifications between individual items
that do not impact reported results.

Reported earnings

FY21 performance overview

Cash earnings excluding notable items was up 33%
(see cash earnings chart on opposite page) mostly
from the turnaround in impairment charges.

Net interest income was lower, down 2%, on a cash
earnings basis. While lending improved through the year,
average interest earning assets were relatively flat and net
interest margins were 4 basis points lower from historically
low interest rates and strong competition, particularly in
mortgages.

Non-interest income was higher from an improvement

in insurance earnings while expenses were higher as we
employed more people to support our strategic priorities,
particularly Fix.

Asset quality improved over the year with stressed assets
as a percentage of total committed exposures falling

to 1.36%, from 1.91%. This ratio is still higher than pre-
COVID-19 levels. Other indicators of asset quality have also
improved including mortgage 90+ day delinquencies and
total impaired assets.

Westpac had an income tax expense of $3.0 billion for
Full Year 2021, with an effective tax rate of 36%. Including
the Bank Levy our adjusted effective tax rate was 40%.

Together, higher earnings, the 2020 final dividend being
underwritten, and the exit of non-core businesses, have
further strengthened the Group’s capital base with our
common equity tier 1ratio of 12.3%, comfortably above
APRA’s unquestionably strong benchmark of 10.5%.

REPORTED NET PROFIT ATTRIBUTABLE TO OWNERS OF WESTPAC ($m)

% MOV’T
FULL YEAR FULL YEAR SEPT 21
SEPT 2021 SEPT 2020 - SEPT 20
Net interest income 16,858 16,696 1
Non interest income 4,364 3,487 25
Net operating income 21,222 20,183 5
Operating expenses (13,311) (12,739) 4
Net profit before impairment charges and income tax 7,911 7,444 6
Impairment (charges)/benefits 590 (3,178) large
Profit before income tax 8,501 4,266 99
Income tax expense (3,038) (1,974) 54
Net profit for the period 5,463 2,292 138
Profit attributable to non-controlling interests (NCI) 5) 2 150
Net profit attributable to owners of WBC 5,458 2,290 138
Total cash earnings adjustments (post tax) (106) 318 large
Cash earnings 5,352 2,608 105
Add back notable items (after tax) 1,601 2,619 (39)
Cash earnings excluding notable items 6,953 5,227 33
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WESTPAC MEASURES OF PROFIT ($m) STRONG BALANCE SHEET (%)
mm Reported profit == Cash earnings Common equity tier 1 capital ratio
mm Reported = |nternationally comparable

FY19 FY20 Fy21 Sept 19 Sept 20 Sept 21

CASH EARNINGS FY20-FY21 ($m)

3,768 (%))

6,953 (1,601)

4

Up 33% ex-notable items

Up 105%

AN
7
FY20 Add back FY20 Net Non- Expenses Impairment Tax FY21 Notable FY21
notable ex-notable interest interest charges &NCI ex-notable items
items items income income items
GROSS LENDING ($bn) NET INTEREST MARGIN (%)
== Australian == Australian == Australian == New Other Cash earnings basis
housing business personal Zealand overseas
10 6
Sept 19 Sept 20 Sept 21 FY19 FY20 FY21
IMPAIRMENT (CHARGES)/BENEFIT ($m) CONTRIBUTION OF NET OPERATING INCOME BY DIVISION

(%)
590 == Consumer
mm Bysiness
== \Westpac NZ (in A$)
== WIB
Specialist Businesses

mm Group Businesses
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Chairman’s
report

Dear fellow shareholders,

It has been a privilege to complete my first full year
as your Chairman. | am genuinely pleased at the
progress the Company is making in its transformation
and value creation, but equally disappointed at
current and historical issues that persist as we pursue
this journey.

Pleasingly, our earnings have recovered, our capital
position is strong, and our share price has improved.
Accordingly, we have been able to determine a higher
dividend of 60 cents for the second half, and 118 cents
for the year.

Our efforts to strengthen the balance sheet and exit
non-core businesses have created surplus capital and
enabled us to announce an off-market share buy-back
of up to $3.5 billion. The buy-back will make us more
capital-efficient while retaining sufficient capital for
growth and unplanned events.

Reported profit was materially higher in FY21, up
138%. The better result was principally due to lower
impairments and notable items. FY20 included
provisions for the AUSTRAC civil penalty, large
customer remediation-related provisions and write-
downs linked to business exits as well as large credit
impairment provisions as the COVID-19 pandemic
emerged.

Through the year we restored growth in mortgages
although we suffered margin attrition, as well as higher
temporary costs to implement the Fix, Simplify and
Perform priorities. Our main concern is the possibility
of further margin attrition should interest rates remain
low and competition remain intense. However, we
remain committed to maintaining our market position,
whilst securing a significantly reduced cost base with
our $8 billion target for 2024.

Shareholders will also recall that on my appointment as
Chair and Peter King’s as CEO last year, we announced
a comprehensive program to transform Westpac into a
simpler, more agile accountable organisation, building
on our strong domestic banking franchises in Australia
and New Zealand.

We announced plans for the exit of businesses that
were inconsistent with that focus. This program is
being executed well and is ahead of schedule. This is
radically simplifying the bank and allows for increased
management focus on our traditional core businesses.

To deliver our agenda, there is no substitute for a
strong management team. Peter King has consolidated
his position as CEO and has grown in the role. He

has overseen a significant change in the senior
management team as well as in the executives
reporting to them. | believe we now have the right
management team for the future.

The team is genuinely making progress including
moving from a heavily centralised model to a
decentralised one that is closer to customers and
where decision making is faster.

Unfortunately, with all transformation programs, as
we turn over stones, more issues reveal themselves.
We faced several issues, particularly, but not
exclusively, risk related, that continue to detract from
our reputation and performance, while also absorbing
considerable management attention, time, and
remediation cost. These issues are not acceptable for
a company of our quality and heritage.

For example, this year we entered into an enforceable
undertaking with our regulator to lift our risk
governance, while the Reserve Bank of New Zealand
has required us to remediate similar weaknesses

in our New Zealand operations. Other regulatory
investigations are also underway that highlight the
inadequacy of our past risk practices. Disappointingly,
we also uncovered a significant potential external fraud
relating to a portfolio of equipment leases and we are
investigating how that happened, and strengthening
our corresponding processes and controls. Drawing a
line under these matters is a major priority for us and
we are working towards a future where the news is
predominantly good rather than mixed.



The challenges created by COVID-19 remained during
the year, and our teams continued to manage both its
health and economic impacts. The Board and | have
been proud of the way management has led and our
people have responded. We kept our doors open to
help customers in need and provided comprehensive
support packages. These efforts have contributed to
Australia and New Zealand’s economic resilience and
demonstrate that our purpose - helping Australians
and New Zealanders succeed - is reflected in our
actions.

While uncertainty remains around the pandemic’s
lasting impact, the rise in vaccination rates towards the
end of the year has been cause for optimism about the
path forward to economic recovery.

Operating sustainably has long been a part of
Westpac’s culture and aligns with our purpose
although expectations from the community, customers,
shareholders and regulators have been increasing
rapidly. We built on our plans during the year with the
Board approving a detailed environmental, social and
governance plan to deepen the integration of these
areas into the business.

On the topic of climate change, we are carefully
balancing our responsibility to move to a net

zero economy, while supporting customers and

the economy as they transition to a low carbon
environment. In 2021 we provided $1.9 billion in new
lending to climate change solutions and retained our
position as largest bank lender to greenfield renewable
energy projects in Australia for the past five years.

Diversity also remains a focus and this year we joined
the investor-led ‘40:40 Vision’ initiative to achieve
40:40:20 gender balance by 2030 for the Executive
Team. As part of this commitment we set clear interim
targets of 30% female representation by 2023 and

35% by 2027 and are tracking ahead of these targets
with an expected 36% female representation by
December this year. We have also reinforced our target
of 50% Women in Leadership - an objective we have
consistently achieved for the last 5 years.

Balancing the skills and diversity of the Board has also
been a priority. We have also agreed the target of
40:40:20 gender balance for Board members, and by
the end of calendar 2021 our female representation is
expected to be 40%.

During the year, there were changes to the Board.
Alison Deans stepped down at last year’s Annual
General Meeting (AGM), Steven Harker retired in
October, and Craig Dunn retires at this year’s meeting
in December. | would like to thank them all for their
dedication and service to the Company.

1 1JGlobal and Westpac Research data.
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Two new Directors have joined us since last year’s
AGM, Nora Scheinkestel and Audette Exel. Both are
contributing well to the Board and committees.

Nora is an experienced company director and currently
serves on several major Australian boards. She has
experience across a range of public, private and
government entities as well as the not-for-profit sector.
Nora was an Associate Professor at the Melbourne
Business School and has been a member of the
Takeovers Panel.

Audette brings senior banking experience as Managing
Director of Bermuda Commercial Bank and as a non-
executive Director at Suncorp. She is the founder and
CEO of Adara Group and was formerly Chair of the
Bermuda Stock Exchange and a board member of the
Bermuda Monetary Authority.

| would like to thank my colleagues on the Board

and the management team for their commitment to
Westpac’s success and for their effective participation
in incredibly difficult circumstances due to COVID-19.
| also thank our employees for continuing to serve
customers both face-to-face and remotely.

Turning to the future, we are reshaping Westpac to
be a bolder, different company for our customers and
other stakeholders. We are embracing digital ways

of dealing with customers, which we expect to have
future economic benefits.

Our current view is that the Australian and New
Zealand economies will continue to do well over

the next few years, but this is partly dependent on
COVID-19 which is likely to be with us for some time,
in various forms.

At the same time, we expect that margins will
continue to be under competitive pressure. At some
point however, it is inevitable that interest rates will
rise, which would create a more favourable banking
environment.

For Westpac, we are working to lift returns as we
simplify our business, harness improved performance
from the new management team, dispose of non-core
businesses and improve capital and expense efficiency.
Together they should augur well for shareholders and
customers over the next few years.

Yours sincerely,

John McFarlane
Chairman
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Dear shareholders,

2021 has been both a challenging and significant year
for Westpac, as we progress to become a simpler,
stronger bank.

Managing through the uncertainties of COVID-19 has
been a dominant feature of the last two years and our
decisions have been focused on supporting customers
whilst keeping our people safe and adapting the

way we work. During the year we improved financial
returns, continued to reshape our Company, and
maintained a strong balance sheet.

Much of our effort has been directed to strengthening
our foundations - particularly in the areas of risk
management and financial crime - as part of our

Fix strategic priority. We have made significant
progress and are now increasingly shifting our focus
to simplifying Westpac and improving financial
performance and shareholder returns.

Managing the impacts of COVID-19

COVID-19, and associated lockdowns, has disrupted
life for many of us. With the support of governments,
regulators and the banking sector, the economies

of Australia and New Zealand have proved resilient,
although the effects on individual customers have
been varied and, in some instances, devastating.

We have worked hard to support businesses and
consumers through this uncertainty. Since the onset
of the pandemic, we have provided approximately
160,000 mortgage deferrals and processed over
200,000 requests for early release of superannuation.
For businesses, we have granted over 35,000

loan deferrals, provided more than $564 million in
government guaranteed business loans and waived
certain fees.

Keeping our people safe has also been a priority.

We have introduced additional protections for those
working in branches and operational sites whilst
enabling over 20,000 employees to work from home.
We were also one of the first companies to set up
workplace-based vaccination hubs for employees
and their families and have been trialling rapid
antigen testing.

Transforming Westpac

In 2020, we announced a major change in our strategy
to focus on banking in Australia and New Zealand

and become a simpler, stronger bank. This included

a new purpose and strategic priorities, establishing a
‘lines of business’ operating model, and commencing
a program to improve our management of risk and
our culture.

Our focus in 2021 has been on implementing these
changes and embedding them in everything we do.
Our strategic priorities of Fix, Simplify and Perform
are providing clarity for the Company and we explain
these in more detail in this Annual Report.

There is much to do, but we have a clear plan and
are making progress.

Having the right executive team to lead our
transformation is critical, and over the year we
welcomed Scott Collary as our Chief Operating Officer,
Anthony Miller to run our Institutional Bank, while
Chris de Bruin is now responsible for our Consumer
and Business divisions. In 2022 we will also welcome
Shannon Finch as our Group General Counsel and
Catherine McGrath as our new CEO for Westpac
New Zealand. This will see 73% of Group Executives
new to the bank or new to the Group Executive team
since December 2019 when | commenced in the
CEO role, and | am very pleased with the calibre and
external experience | have in this team.

A key plank of our plan is the simplification of the
Westpac business portfolio. Having completed the
sale of four businesses, we have a further three sales
due for completion by the end of the 2022 calendar
year. We have also reduced our international footprint,
closing our Mumbai and Jakarta offices. Three more
international offices are expected to close by the

end of the 2022 calendar year.

Central to our plans is the digitisation of our business.
In 2021 we launched a new mobile banking app, made
better use of intelligent technologies, and improved
the stability of our infrastructure. This has been
particularly important in making banking easier and
more accessible for customers who have been in
lockdown for much of the year.



Looking ahead, our digitisation roadmap will help us
develop single product solutions for all our brands
supported by a common infrastructure. We now

have a new mortgage origination process with plans
underway across our other lines of business as part of
a multi-year program of work.

Our simplification program also includes consolidating
products and streamlining our processes. We retired
more than 200 products through the year and began
to optimise end-to-end processes through our lines

of business.

Our management of risk and risk culture has been

a weakness, and this was reinforced by APRA’s

review of our risk governance in late 2020. We are
addressing this through our Customer Outcomes and
Risk Excellence (CORE) program. The program has
oversight of over 300 activities which aim to improve
how risks are captured and managed, provide clarity
on risk ownership and accountability, lift the quality of
our data, and enhance oversight. We are one year into
this program, and it will remain a priority for the next
few years.

Strengthening our financial crime approach has also
been an imperative. Through the year we rebuilt our
processes, systems and practices and closed out all the
matters referenced in AUSTRAC’s statement of claim.
As with the CORE program, the end goal is to embed
financial crime risk management into everything we do.

These changes and initiatives require significant
investment, particularly in the early stages. We are
balancing this with an ambitious plan to reduce
expenses to meet our $8 billion cost target by 2024
(compared with $13.3 billion in FY21). Part of this
reduction will be from the exit of businesses, but we will
also improve efficiency by streamlining our head office
to reflect our more simplified and focused business.

We are also dealing with a range of regulatory matters,
mostly historical, and expect these to reduce next year.

Alongside these changes we are stepping up our
actions on climate change. Reflecting the increased
urgency for all our stakeholders, we have elevated
our management of climate change to a key priority.
This has been backed with Board-approved initiatives
that will strengthen our actions, accelerate our
understanding, and clarify our plans to support the
transition to a net zero emissions economy by 2050.

The success of our change program relies on our
people, and | could not be prouder of the way they
have stepped up to the COVID-19 related challenges
and embraced our transformation.

This was reflected this quarter with our OHI
(Organisational Health Index) score of 74, up 4 points
from our September 2020 baseline of 70. The OHI

is part of our culture measurement approach which
monitors our progress against our desired culture.
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Performance

Full Year cash earnings increased 105% to $5.3 billion.
As the Chairman indicated, the result was due to

lower notable items and a turnaround in impairment
provisioning. The lower notable items was due to lower
write downs and lower provisioning for remediation
and litigation and reflected some large items in Full
Year 2020.

Cash earnings excluding notable items were

$7.0 billion, 33% higher this year, mostly due to the
turnaround in impairment charges. In FY20 impairment
charges were high (at $3.2 billion) as we expected a
large increase in stress linked to COVID-19. In FY21
there was an impairment benefit as some of the
increase in provisions was no longer required.

Excluding notable items, core earnings (net profit
before impairment charges and tax) were down 12%
from lower income and higher expenses. Operating
income was impacted by low interest rates, heightened
competition, and a change in the mix of mortgages

to lower spread fixed rate products. Higher expenses
were primarily due to increased resourcing for our

Fix priority.

Outlook

The economic environment remains difficult to predict.
To date, the Australian and New Zealand economies
have managed through COVID-19 well, however there
is still much uncertainty, particularly as economic
stimulus measures unwind.

For Westpac, lending demand is expected to be
sound as the economy rebounds, although net interest
margins will remain under pressure from low interest
rates and competition. Expenses are expected to be
lower as we simplify our business and work towards
our $8 billion cost target by 2024. Our asset sales will
improve our capital position however they will also
reduce earnings.

Reflecting the strength of our capital position, we
announced an off-market buy-back of up to $3.5 billion
that will reduce our share count and which is expected
to support our return metrics in the future.

It’s a privilege to lead Westpac through this defining
time and | thank our 40,000 people, management
team and Board for their commitment and passion.

| am especially grateful to shareholders for your
ongoing support and confidence as we steer the
business onto the path of improved performance.

Yours sincerely,

}Of/& l/c,;.)/

Peter King
CEO
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External environment

2021 was another challenging year as we navigated a resurgence in
COVID-19, managed through lock downs and very low interest rates

and saw asset prices rise.

This year has again been framed by the impact of
COVID-19. The economic impact of the pandemic, while
significant, has been much less than originally feared

in 2020. This reflects government stimulus measures
including payments to workers and businesses and very
low interest rates. The banking sector has also played
its part through repayment deferrals, fee waivers and
helping customers move to contactless banking.

At the time of writing, several states are emerging
from lockdown as vaccination rates have reached
target levels. While the final impact of these lockdowns
remains uncertain, it is expected that the economy will
rebound relatively quickly.

In Australia and New Zealand, banks have recovered
from the low returns of 2020. This was mostly because
the material increases in credit impairment provisions
in 2020 proved to be conservative (2021 saw relatively
low levels of customer stress) and so provisions have
been released. In addition, low interest rates have
supported increased demand for housing and higher
house prices - this in turn has contributed to higher
system credit growth.

The regulatory environment continues to bring
strong scrutiny for financial services companies and
the increasing engagement of investors and global
regulators on environmental, social and governance
issues will see a greater focus on this important area,
particularly on climate change.

Competition

Banking across Australia and New Zealand has
remained highly competitive across price, engagement
and innovation.

Low interest rates and significant market liquidity have
been the major contributors as relatively easy access
to funding has supported price-based competition for
lending across both banks and non-banks.

Digital innovation has also continued to redefine the
competitive landscape. The delivery of services and the
infrastructure used to facilitate finance and transactions
is evolving rapidly beyond the services typically
supplied by banks.

This has led to several new entrants over recent years
across home loans, business lending, buy now pay later,
personal finance and transaction services. At the same
time, some existing competitors have diverted more
resources to key sectors, particularly home lending.

An active lending broker market and new technologies
have also contributed to competition, allowing
consumers and businesses to easily compare offers
and to apply for lending faster.

Outlook

Uncertainty remains around the outlook for 2022 as
Australia and New Zealand emerge from lockdown and
government stimulus measures unwind.

That said, as the path out of previous lockdowns has
been relatively fast there is some confidence that the
economy will rebound relatively quickly and the level of
stress for both consumers and businesses is unlikely to
be a major concern.

We expect the lockdowns in Australia’s most populous
regions will continue to unwind through November and
December with most of the domestic economy to open
in the 2022 new year.

Progress with international borders is expected to be
gradual and Australia will experience challenges in
attracting back students and workers.

Given these circumstances we expect GDP growth in
Australia of 8.3% in the year to September 2022. This
reflects the strong rebound in activity following the
severe 4% GDP contraction expected in the September
quarter of 2021 when both Sydney and Melbourne were
in lockdown.

We expect the level of Australian GDP will return to its
pre-delta path by the second half of 2022 although the
losses in activity in the September 2021 quarter will not
be fully recouped.

Recovery prospects are however likely to be tempered
by shortages of skilled and unskilled labour (created by
border closures) along with supply chain disruptions.

Unemployment has been remarkably resilient through
2021, partly reflecting falls in the participation rate as
discouraged workers exited the workforce.

Despite a sharp contraction in employment following
the lockdowns in the September 2021 quarter, the
unemployment rate is expected to hold around 5%
and decline through 2022 as labour shortages persist,
despite moves to reopen international borders.

Australian house prices have risen 21% in 2021 despite
the ongoing pandemic. Low interest rates, a price
competitive financial system, and supply shortages
are driving the market. This momentum is expected

to be sustained into 2022 although APRA has already
introduced policies to slow growth and further actions
are expected in the new year.



Credit growth for the Australian financial system was
5.3% for the year to September 2021 with growth
concentrated in mortgages as consumers responded
to low interest rates. In the year to September 2022,
total financial system credit is expected to grow by
6.2%. Housing credit growth is likely to reach 8.4%
while business credit growth will hold around 3%.
Personal credit, which has been in decline for some
years, is expected to fall further in 2022 as consumers
remain cautious on debt and use alternative sources of
financial credit.

Very low interest rates will continue to weigh on

banks and place pressure on net interest margins. The
Reserve Bank of Australia (RBA) has indicated that
the cash rate will not be increased until its objectives
of full employment and inflation sustained around
2.5% are achieved. While the RBA does not expect this
until 2024, Westpac is looking to early 2023 given the
positive outlook for the unemployment rate and the
likely emergence of some inflationary pressure.

The Reserve Bank of New Zealand (RBNZ) recently
increased the overnight cash rate by 0.25% to 0.5%
recognising emerging inflationary forces and a
tight labour market. We expect there will be further
increases in 2021 and 2022.

In 2022, the banking sector will increase its wholesale
funding activities given completion of the RBA’s Term
Funding Facility (TFF) and the withdrawal of the
Committed Liquidity Facility (CLF) by the end of 2022.
The CLF allowed banks to utilise internal securitisation
to meet their liquidity requirements. These
requirements will now need to be met by additional
purchases of high quality liquid assets.

Westpac outlook

In Full Year 2022, Westpac is looking to grow lending
broadly in line with its major bank peers, leveraging
the momentum built up over the last year. The level
of growth will depend on the scale of the economic
recovery in Australia and New Zealand, measures put
in place by regulators to slow mortgage lending, and
Westpac’s own performance.

Net interest margins are expected to reduce further
in the year ahead given very low interest rates, strong
competition for loans and deposits and the return to
more normal levels of term wholesale funding.
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Revenue and costs (particularly non-interest income) in
Full Year 2022 will also be impacted by the completion
of sales of businesses. Over the past year we announced,
and completed, the sale of four businesses, while a
further three sales have been announced but have yet

to complete. We are also working on the sale of other
businesses in the Specialist Businesses division and
further sales may be announced in the year ahead.

In May 2021 we announced a target cost base of $8 billion
by 2024. This is an ambitious target, and we will begin to
see the impact on our costs of simplification initiatives
designed to meet this goal. This includes the further

exit of businesses, completion of activities to fix our risk
management shortcomings, business simplification and
digitisation of processes.

In the past year, we devoted significant time and
resources to improving the management of risk and
addressing legacy issues. While we have made major
inroads, costs related to this activity will likely continue
in the period ahead. In particular, some litigation and
regulatory investigations are ongoing and further costs
or fines may emerge.

In Full Year 2021, impairment charges were a benefit,
reflecting sound asset quality and the release of
provisions built up in Full Year 2020 as we prepared for
an expected rise in COVID-19 related stress. In Full Year
2022, impairment charges will likely increase with any rise
dependent on a variety of factors including the speed of
the recovery and the potential for ongoing government
support. Regardless, the Group’s provision levels are
adequate, and we are well placed to respond to any
potential increase in stress.

Having materially increased capital ratios over recent
years, we have surplus capital and have announced an
off-market buy-back. This buy-back is expected to utilise
a portion of our surplus capital and franking credits and
reduce the share count. This should help to improve the
Group’s return on equity and earnings per share while
ensuring we retain sufficient capital for growth and
uncertainties in the period ahead.

In 2022 we expect to devote additional resources to our
Simplify and Perform strategic priorities. This will include
further business sales, digitising more processes and
continuing to streamline our operations.

With a sharper focus on banking in our core markets of
Australia and New Zealand, a strong balance sheet and a
highly committed team, we are well placed to see these
plans through and improve the strength of our franchise.
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Our strategy

Our strategy supports our purpose, harnesses our strengths and refocuses
where change is required. Delivery is well underway and we are making
progress for all our stakeholders.

Our strategic priorities: Fix, Simplify and Perform, recognise our need to address
our shortcomings, reshape the business to concentrate on our core businesses
and markets, while lifting service and creating a stronger performance ethic.
This will help us to become a simpler, stronger bank.

@
Fix Simplify

Address outstanding issues Streamline and focus

— Risk management the business

— Risk culture — Exit non-core busm(_esses and
consolidate international

— Customer remediation & pain points . .

P P — Reduce products, simplify

— IT complexity customer offers
— Lines of Business operating model

— Transform using digital and data to
enhance the customer experience

Digital home loan process

Making it easier for
customers with a new
digital home loan
application process.

Complaints driving change

Our new complaints
system is helping us resolve
customer complaints faster
and ensures they don't fall
through the cracks.

See page 19 for

c b See page 23 for
more information.

more information.

Our values

Our five values (or HELPS) |_— : HELPFUL ETHICAL

- guide the way and help us OCT)] Passionate about Trusted to do
achieve our purpose. I providing a great the right thing

customer experience



Our purpose
Helping Australians and
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Our focus
Banking for Australian and

New Zealanders succeed. New Zealand consumers, businesses
and institutional customers.

Perform

Sustainable long-term returns

— Customer service - market leading

— Growth in key markets

— Reset cost base

— Enhance returns, optimise capital

— Strong balance sheet

— Climate change - focus on net

Foiling scammers

Protecting customers
from scams through
updated transaction

customer education.

See page 25 for
more information.

LEADING CHANGE

Determined to make it
better and be better

7
.

1 Includes held for sale.
2 146.3 cents on a cash earnings basis.

monitoring, training and

Stakeholder outcomes

Customers

$580bn in $710bn in lending'
customer deposits

Employees
$6.0bn paid 50% Women in
to employees Leadership roles

Shareholders

149.4 cents? 118 cents dividends
earnings per share per share

Communities

$144m in community $12.1m towards Safer
investment Children, Safer Communities
program

zero

The economy

$4.6bn mortgage $3.4bn paid globally in various
deferrals taxes and the Bank Levy

Suppliers
$8.0bn total supply $1.6m spent towards
chain spend Indigenous-owned

businesses

Environment

$10.9bn lending Climate Change Position
to climate change Statement and 2023 Action
solutions Plan

PERFORMING SIMPLE
Accountable to 4 Inspired to keep it
get it done simple and easy
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S
Fix

Fix is focused on addressing our
shortcomings, improving our
management of risk and culture,
reducing customer pain points and
completing historical customer
remediation.

97%

EMPLOYEES COMPLETED
RISK LEARNING MODULES

600

STATEMENTS OF
ACCOUNTABILITY HELD
BY SENIOR LEADERS'

03%

REDUCTION IN HIGH RATED
ISSUES THAT WERE OPEN
AT THE START OF FY21

~600

IMPROVED CRITICAL
DATA ELEMENTS

Enhanced risk
dashboards

SIMPLER AND
STANDARDISED
REPORTING TO EXECUTIVE
TEAM AND BOARD

3 lines of defence

MODEL IMPLEMENTED
ACROSS RISK CLASSES
AND DIVISIONS

1 Statements of Accountability (SoA) outline the accountabilities and outcomes that leaders are required to deliver in their individual

roles. The SoA provides clarity on delegations and authorities.



Strengthening our management
of risk and risk culture through
our CORE program.

Our CORE program

Our CORE program is central to improving our
management of risk and building a strong culture.

To become a simpler, stronger bank we are rectifying
our shortcomings at their source - and our Customer
Outcomes and Risk Excellence (CORE) program is
leading the change.

The CORE program was first established in 2020 and
expanded in 2021 to address the issues identified

by our own assessments and the findings of our
regulators. This includes the Australian Prudential
Regulation Authority’s (APRA) Risk Governance

Review, completed in December 2020, which resulted
in a court enforceable undertaking agreed with APRA.

The CORE program is a significant piece of work
comprising 19 workstreams, underpinned by

80 deliverables and 327 activities. Each activity
progresses through the three stages of ‘Design,
Implement and Embed’. 80% of the Design activities
are now complete with 95% expected to be reached
by the end of the calendar year. At 30 September
2021, 121 of the 327 activities had been undertaken
and submitted to the independent reviewer.

More than a set of activities, the CORE program is
focused on achieving sustained improvement in our
risk management effectiveness, and real outcomes
including:

— A strong culture where accountability is clear

— Effective end-to-end risk management resulting
in better customer outcomes

A three lines of defence model where everyone
is clear on their accountabilities and understands
their role in identifying and managing risk

— Better insights, underpinned by high quality data
— Stronger risk oversight and better execution.
The quarterly reports of the CORE program’s
independent reviewer, Promontory Australia, are

being provided to APRA and released publicly every
six months.
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A stronger risk culture

Creating a strong risk culture is an important objective
of the CORE program. Our people must more
proactively identify and manage risks, and work in

an environment where they feel safe to speak up. We
have updated our Code of Conduct, strengthened

our whistleblower protections, and amended our
performance management framework and recruitment
approach. We are building the right workforce based on
their values and behaviours.

Transforming these values and behaviours into a
stronger culture must start at the top. Our senior
leaders are expected to be role models in their attitudes
and actions if we are to deliver genuine change. While it
is early in the program, we are seeing improved results
in our employee surveys and our leaders’ actions.

CHANGE STARTS AT THE TOP

Culture change initiatives for our most senior
leaders have included:

— Refreshed Code of Conduct and
incorporated new behaviours in our
performance management framework.
The roll-out of our Code of Conduct has
been driven by our leaders

Statements of Accountability for the Group’s
top 600 leaders

Leadership Culture Development training
program for 500 of our most senior
leaders to clarify the mindsets, skills

and behaviours required

Leadership dashboards incorporate new
behaviours and are more transparent.
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Rebuilding our management of financial
crime risk

Over the past 18 months, we have rebuilt our approach
to financial crime. This program has been extensive,
including elevating the Financial Crime, Compliance &
Conduct function, with the Group Executive reporting
directly to the CEO, and increasing the number

of financial crime specialists by around one-third

since 2019.

The rebuild has included upgrades to our technology,
dedicating more resources to controls and transaction
monitoring, and new training to increase the
understanding of financial crime risk throughout

the Group.

This transformation is part of a significant multi-year
program of work aimed at improving Westpac’s
management of financial crime risk, including
addressing issues highlighted in the civil proceedings
commenced by AUSTRAC against Westpac on

20 November 2019 in relation to alleged contraventions

of the Anti-Money Laundering and Counter-Terrorism
Financing Act 2006. These civil proceedings were
settled in 2020.

Our program has now addressed all the matters
referenced in AUSTRAC’s Statement of Claim and
remediated over 350 issues.

These activities have materially improved our ability
to detect and report potential financial crime. On the
back of these steps, we are working to embed our
new financial crime approach in everything we do.

OUR ‘SHOULD WE?’ TEST

This year we incorporated the ‘Should We?’ test
into our Code of Conduct to help our people
make decisions and encourage them to speak up.

After ensuring an issue complies with law

and regulation as well as Westpac’s policies,
processes, and guidance, we encourage our
people to ask these ‘Should We?’ questions:

— Am | sure it helps us to fulfil our purpose,
values and behaviours?

Am | sure it helps us achieve each of our
Code of Conduct outcomes?

Are we doing the right thing for our
customers, communities as well as
shareholders now and in the long term?

Would | feel comfortable if | had to tell
my manager or my family or friends?

40,000+

HOURS OF FINANCIAL CRIME AWARENESS TRAINING
DELIVERED IN FY21

60

TRANSACTION MONITORING RULES UPDATED
OR NEWLY IMPLEMENTED

UPGRADED TRANSACTION SCREENING SOFTWARE
AND SETTINGS TO BETTER DETECT REPORTABLE
CUSTOMER ACTIVITY



Improving the way we identify,
manage and resolve complaints.

Putting things right for customers

We get things wrong from time-to-time and when
we do, we want to put it right. We are carrying out
remediation programs to resolve historical issues.

We put things right for approximately one million
customers by paying or offering more than $1 billion in
compensation in 2021, and have paid over $1.5 billion
across all programs to date. We have substantially
completed payments associated with the two largest
financial advice programs.

Resolving customer pain points

A significant component of our Fix agenda has

been to remove obstacles standing in the way of
great customer experiences. We are removing these
customer pain points by improving our management
and mitigation of complaints.

We continue to embed a culture where frontline
teams own and resolve complaints for customers at
first point. Our new digital complaints management
system guides bankers on resolutions to create

more consistent outcomes, our Artificial Intelligence
complaints bot assists bankers to solve complaints in
the moment and automated system controls ensure
compliance. In addition, we’ve made the complaints
process more accessible for customers with new tools
and resources, such as Easy English Guides and Auslan
translation videos. These changes are contributing to:

— Reduced average time to resolve complaints
to 5.4 days in Full Year 2021, from 6.5 days in
Full Year 2020

— 84% of complaints are resolved at first point

— Addressing the top three complaint pain points,
implementing 113 improvement initiatives

— Through driving our culture of encouraging
complaints and improving logging behaviour,
total number of complaints increased 33% over
the year.

Resolving complaints faster is contributing to a better
customer experience and is reinforcing a culture where
employees own and act upon complaints faster.

WESTPAC GROUP 2021 ANNUAL REPORT

COMPLAINTS DRIVING CHANGE

Our new digital complaints management
system allows employees to manage and own
every complaint - improving the experience
for customers. By analysing the system’s data,
we identified over 400 improvements to our
products, services, and processes to reduce
customer pain points and fix issues before they
impact others.

For example, an out-of-service 1300 number was
mistakenly included in a customer letter. After

a customer called to complain about the error
and it was logged, our complaints team fixed the
issue before the same letter was sent to a further
13,000 customers.

One new system supports faster complaint
resolution and ensures customer complaints
do not fall through the cracks.

19
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Simplify

Simplify is about returning to

our core business of banking 28
in Australia and New Zealand, 4
exiting non-core businesses and PRODUCTS CLOSED

consolidating our international
footprint. It also includes making
banking easier for customers by
rationalising our products and
simplifying processes via digital.

BROUGHT

>1,000

JOBS BACK TO AUSTRALIA




PROGRESS ON PORTFOLIO SIMPLIFICATION

Businesses/investments sold Completed

Zip Co. Ltd. Oct 2020
Coinbase Inc. May 2021
General Insurance Jul 2021
Vendor Finance Jul 2021
Westpac LMI Aug 2021
Westpac NZ Wealth Advisory Dec 2020

Announced sale Completion expected

Motor Vehicle Finance First half of 2022

Westpac NZ Life Insurance First half of 2022

Westpac Life Insurance Second half of 2022

A simpler bank

To become a simpler bank, we are exiting non-core
businesses and consolidating our international footprint.

In 2020, we established our Specialist Businesses
division to bring together the businesses we plan to
exit. This year, we completed four business sales and
exited two investments in Zip Co. and Coinbase Inc. In
addition, we have announced the sale of three more
businesses and expect to complete these sales by the
end of the 2022 calendar year.

In December 2020, we also announced the sale of

our Westpac Pacific business, however following the
decision by Papua New Guinea’s Independent Consumer
and Competition Commission to deny authorisation

for the proposed acquisition, the parties agreed to
terminate the relevant sale agreements. We will continue
to operate our Fiji and PNG operations and support our
Pacific customers while considering other options.

Together, the businesses sold have added around 34
basis points to the Group’s common equity tier 1 capital
ratio, while businesses scheduled for sale are expected
to add a further 29 basis points once completed.

During the year, we began the consolidation of our
international presence by closing offices in Mumbai and
Jakarta. We are currently underway with the closure of
our Beijing, Shanghai and Hong Kong offices, which we
expect to complete by the end of the 2022 calendar
year. We will support customers in Asia from our
Singapore office.
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Our major institutional offices outside of Australia and
New Zealand include Singapore, London and New York
and we are in the process of opening a Frankfurt office
to support customer relationships in Europe.

Embedding our new operating model

Last year we introduced our Lines of Business operating
model, restructuring our business along major customer
offerings. This model creates better end-to-end
responsibility for product lines and is allowing us to
simplify processes.

Our focus through the year was to embed the model
across our Australian businesses. This included
delegating more responsibility to each line of business
and continuing to map and refine end-to-end processes.

For example, in our mortgage line of business, we have
made over 70 changes to simplify processes and speed
up approval times for customers.

Implementation of the lines of business operating model
is underway in New Zealand.

Returning to our core business of
banking in Australia and New Zealand
and simplifying everything we do.

OUR LINES OF BUSINESSES
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Simplify

Harnessing digital to make things simpler

COVID-19 has accelerated society’s move to digital
and customer trends over the year reflect this. From
online shopping to banking, since September 2020
the number of digitally active customers rose to
5.24 million and digital transactions increased to
316 million, up 3% and 14% respectively.

Given more banking can be completed online - and
due to lockdowns - we are seeing fewer physical
transactions and services. Over the year, ATM
transactions were down 15% and over-the-counter
transactions in branches and call centre volumes fell
7% and 11% respectively. The use of cash and cheques
has also declined.

TRANSFORMING TECHNOLOGY UNDERPINNED
BY FOUR PRINCIPLES:

End-to-end, insight-led digital
experiences - designed for both
customers and employees.

Digital to
the core

Simplified and digitised processes
designed to be instant.

Automation

Built to Modular technology - designed to
change easily evolve.

Systems built with embedded
Evergreen continuous currency. Designed to be

technology secure, enduring and available.

NN NN

Migrating more activity to digital means making it
available to customers when they choose to bank.

It’s a faster, easier, and more intuitive digital customer
experience. It is also simpler for customers and the
bank.

Our technology roadmap sets out our pathway to
transform our technology to a modern single multi-
brand environment, from the multiple systems we
currently operate. Key steps in this change include
reducing the number of products and services we offer
and streamlining our processes. Fewer products and

clearer processes help to optimise the change required.

DIGITAL FOCUS AREAS AND 2021 PROGRESS

:P-] Create leading — Completed roll-out of new Mobile Banking app for Westpac
.—_f.? digital experiences — New insights engine to provide right time and personalised
" insights to customers
Digital
Seeking to build — Moved our data platform to the latest cloud technology
— world-class data — Open banking enabled for our major brands
o [] [] ) platforms
1
Data
Create flexible — Completed the roll-out of customer service hub - new mortgage
platforms focusing on: origination platform for all major brands
00— 1M — New, simple, cloud-based Banking as a Service (BaaS) savings
L= ) - Mortgages and transaction products based on the 10X platform
I 2. Business lending
Flexible bank 3. Transaction services
platforms

4. Payments




We continued to strengthen our technology,

simplifying and increasing reliability. In 2021,

developments included:

— Launched a state-of-the-art integrated command
centre helping us to more quickly identify and
respond to issues

— Upgraded branch network, improving bandwidth
by ten-times, reducing operating costs by 50%
and increasing transaction speed

— Decommissioned 116 applications to simplify our
technology

— Two thirds of infrastructure services (networks,
servers, workplace technology) have shifted to
evergreen models.

Stability of our infrastructure has also improved with a
reduction in major technology incidents from 51 to 31
over the year, while delivering and executing 19% more
changes.
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NEW DIGITAL HOME LOAN EXPERIENCE

Our end-to-end digital mortgage application
process is making it easier and faster for customers
to apply for a home loan and to tr