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(1m) (3m) (12m)

Price (A$) 27.86 28.14 19.08

Absolute (%) 1.44 0.43 48.11

Rel market (%) -2.52 -7.65 24.72

Strong 3Q21 anticipated 

ANZ should expect these to be the same on 18 August 2021: 1) statutory NPAT 

~$1.3bn; 2) cash profit (continuing) ~$1.3bn; and 3) cash profit (continuing and ex-

large notable items) ~$1.3bn.  This is based on almost unchanged banking income 

(lower net interest income and higher other banking income), further improvement in 

operating expenses (costs excluding large and notable items again well-managed with 

the bulk in productivity/modernisation savings), slight credit impairment charge (as 

opposed to a benefit in 1H21 due to normalisation) and effective tax rate of 30%. 

Capital return 

ANZ announced a capital management update this week signalling its intention to buy 

back $1.5bn shares on market.  There was also the promise of further capital to be 

returned given its position, but only if all balanced and prudent outcomes are satisfied.  

As it is, ANZ will return a modest amount targeting around 35bp (Level 2 and Level 1 

CET1 ratios as at 31 March 2021 are 12.4% and 12.2% respectively) that would still 

place the bank comfortably ahead of the capital requirement of 10.5%.  This 

theoretically means the bank can also pay at least another $2.5bn by 2022.  This 

would also bring the CET1 ratio to around 11.4-11.5%, suggesting the bank can still 

enjoy a buffer of around 1.0% over APRA’s minimum capital requirement. 

Price target increased to $30.00, Buy rating unchanged 

We look at ANZ’s outcomes in two sections.  The first lies is changes to projections 

leading up to but not including the $1.5bn capital return, while the second includes the 

capital return of $1.5bn in FY21 and $2.5bn in FY22.  Assuming no difference in 

earnings capacity, the only real changes lie in: 1) cash EPS (continuing) (FY21 0cps; 

FY22 5cps; FY23 12cps; and FY24 12cps); and 2) cash ROE (continuing) (FY21 0.0%; 

FY22 +0.3%; FY23 +0.5%; and FY24 +0.5%).  The price target is increased by 22% to 

$30.00 (previously $24.50), mainly from the effects of the first section, while ANZ’s Buy 

rating is maintained. 

  

Absolute Price  Earnings Forecast 

 

 
Year end 30 September 2020 2021e 2022e 2023e 

Statutory profit (A$m) 3,577 5,615 5,908 6,255 

Cash profit (continuing) (A$m) 3,758 5,662 5,908 6,255 

Cash EPS (continuing) (A¢) 133 199 212 232 

Cash EPS (continuing) growth (%) -42% 50% 6% 9% 

PER (x) 21.1 14.1 13.2 12.1 

P/Book (x) 1.3 1.3 1.3 1.3 

P/NTA (x) 1.4 1.4 1.4 1.3 

Dividend (A¢) 60 140 146 154 

Yield (%) 2.1% 5.0% 5.2% 5.5% 

ROE (%) 6.2% 9.1% 9.5% 10.0% 

NIM (%) 1.62% 1.64% 1.62% 1.61% 

Franking (%) 100.0% 100.0% 100.0% 100.0% 

         
 

SOURCE: IRESS  
SOURCE: BELL POTTER SECURITIES ESTIMATES 
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Back in business 

Strong 3Q21 anticipated 

We expect ANZ to report the following on 18 August 2021 (pre capital return): 

1 Statutory NPAT ~$1.3bn; 

2 Cash profit (continuing) ~$1.3bn; 

3 Cash profit (continuing and ex-large notable items) ~$1.3bn; 

4 Profit before credit impairment & tax ~$1.9bn; 

5 Credit impairment charge ~$0.2bn; and 

6 CET1 ratio 12.4%. 

This is based on almost unchanged banking income (lower net interest income, i.e. stable 

NIM despite ongoing rate pressures more than offset by lower interest earning assets 

primarily in institutional banking – thus the lower overall income, and higher other banking 

income with a pick-up in trading), improvement in operating expenses (costs excluding 

large and notable items again well-managed with the bulk in productivity savings), slight 

credit impairment charge (as opposed to a benefit in 1H21 due to normalisation) and 

effective tax rate of close to 30%. 

Capital return 

ANZ announced a capital management update this week signalling its intention to buy back 

$1.5bn shares on market (given the bank’s financial strength to “support our customers 

while also returning surplus capital to shareholders”). 

There was also the promise of further capital to be returned given its capital position, but 

only if all balanced and prudent outcomes are satisfied.  ANZ will return a “modest" amount 

of capital in the meantime, targeting around 35bp (Level 2 and Level 1 CET1 ratios as at 

31 March 2021 are 12.4% and 12.2% respectively) that would still place the bank 

comfortably and well ahead of the capital requirement of 10.5%. 

This theoretically means the bank can pay at least another $2.5bn by FY22.  This would 

bring its CET1 ratio to around 11.4-11.5%, suggesting the bank can still enjoy a buffer of 

around 1.0% over APRA’s minimum capital requirement. 
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 Figure 1 – CET1 ratio 

 

 
 SOURCE: COMPANY DATA 

Price target increased to $30.00, Buy rating unchanged  

We look at ANZ’s outcomes in two sections.  The first lies is changes to projections leading 

up to but not including the $1.5bn capital return, while the second includes the capital 

return of $1.5bn in FY21 and $2.5bn in FY22. 

Assuming no difference in earnings capacity, the only real changes lie in cash EPS 

(continuing) (FY21 0cps; FY22 5cps; FY23 12cps; and FY24 12cps) and cash ROE 

(continuing) (FY21 0.0%; FY22 +0.3%; FY23 +0.5%; and FY24 +0.5%).   

The price target is increased by 22% to $30.00 (previously $24.50) mainly from changes in 

operating expenses (falling by 8-10%) and the credit impairment charge (+838% in FY21, 

but falling down by 3% in FY24 and beyond). 

ANZ’s Buy rating is maintained as a result. 

 

Table 1 – Composite valuation  Table 2 – SOP valuation 

 

 

 
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES  SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 

 

Composite Valuation Value ($m) Per share Weighting

Composite 

value per 

share

DCF 80,437 $28.25 25% $7.06

Dividend yield (sustainable) 106,283 $37.33 25% $9.33

ROE (sustainable) 73,408 $25.79 25% $6.45

Sum-of-Parts 74,915 $26.31 25% $6.58

Total $29.42

Plus surplus capital * $0.27 $29.69

* Less estimated NZ new capital requirement

Sum-of-Parts (As Is)
FY22e 

NPAT

Pros. PE 

(times)
Value ($m) Per share

Australia 3,110 12.0 37,317 $13.11

Pacific 36 10.0 358 $0.13

Institutional 1,593 13.0 20,711 $7.28

Wealth Australia 0 - 0 $0.00

New Zealand 1,377 12.0 16,529 $5.81

Other -209 - 0 $0.00

Total 5,908 12.7 74,915 $26.31
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Table 3 – Estimate changes 

 
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 

 

ANZ Bank FY21e FY22e FY23e FY24e

Y/e September 30 ($m) Current Previous Change Current Previous Change Current Previous Change Current Previous Change

Profit & Loss

Net interest income 13,707 13,163 4% 13,755 13,515 2% 13,991 13,791 1% 14,279 14,144 1%

Other operating income 3,044 4,392 -31% 3,680 4,502 -18% 4,185 4,600 -9% 4,286 4,703 -9%

Operating income 16,751 17,555 -5% 17,435 18,017 -3% 18,176 18,391 -1% 18,565 18,847 -1%

Operating expenses -8,847 -8,872 0% -8,217 -8,935 9% -8,248 -9,028 9% -8,401 -9,199 10%

Credit impairment charge 310 -2,284 -838% -843 -1,603 90% -1,057 -1,136 7% -1,133 -1,167 3%

Profit before income tax 8,215 6,399 28% 8,374 7,480 12% 8,872 8,227 8% 9,031 8,481 6%

Income tax expense -2,553 -1,897 -26% -2,467 -2,215 -10% -2,617 -2,434 -7% -2,665 -2,508 -6%

Non-controlling interests -8 0 n/m 0 0 n/m 0 0 n/m 0 0 n/m

Cash profit 5,654 4,502 26% 5,908 5,265 12% 6,255 5,793 8% 6,366 5,973 7%

Cash profit (continuing) 5,662 4,502 26% 5,908 5,265 12% 6,255 5,793 8% 6,366 5,973 7%

DPS (cps) 140 87 61% 146 121 21% 154 133 16% 158 137 15%

Payout ratio (target 60-65%) 70% 55% 15% 69% 65% 4% 66% 65% 1% 67% 65% 2%

Cash EPS (continuing) (cps) 199 158 25.7% 212 185 14.2% 232 204 13.7% 236 210 12.2%

Cash ROE (continuing) 9.1% 7.2% 1.9% 9.5% 8.2% 1.3% 10.0% 8.8% 1.2% 9.9% 8.9% 1.0%

NIM 1.64% 1.51% 0.12% 1.62% 1.50% 0.12% 1.61% 1.49% 0.11% 1.61% 1.50% 0.11%

CIR (continuing) 53% 51% -2% 47% 50% 2% 45% 49% 4% 45% 49% 4%

Impairment expense as % of GLA -0.05% 0.35% 0.40% 0.13% 0.24% 0.11% 0.16% 0.17% 0.01% 0.17% 0.17% 0.00%

Effective tax rate 31% 30% -1% 29% 30% 0% 30% 30% 0% 30% 30% 0%
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ANZ Banking Group 

Company description 

ANZ operates primarily in Australia, New Zealand and selected markets in the Asia Pacific 

region via its Institutional Bank.  The Group services 6m customers and provides the 

following products and services: retail banking; business banking and institutional banking. 

Investment strategy 

ANZ’s focus is now on the more profitable and higher ROE Australian and New Zealand 

retail, business and private banking space, although we believe there is still value in 

selected offshore locations focusing on institutional banking particularly in trade finance 

servicing corporates doing business offshore and high net worth customers. 

Valuation 

The price target is closely aligned with the bank’s composite valuation, weighted in the 

table below. 

 

Table 4 – Composite valuation  Table 5 – SOP valuation 

 

 

 
SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES  SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 

SWOT analysis 

Strengths 

1. Domestic retail and SME banking franchise, including service and sales, and 

corporate banking; and 

2. Management execution. 

Weaknesses 

1. Underweight home lending Australia (although being addressed); and 

2. Overweight New Zealand. 

Opportunities 

1. Further cost management; and 

2. Divesting non-core businesses (under way). 

Threats 

1. Macroeconomic factors such as higher regulatory requirements in Australia and New 

Zealand, higher regional unemployment and slowing domestic credit growth; 

2. Rising wholesale funding costs; 

3. COVID-19 implications on Institutional/Corporate business in Asia; 

Composite Valuation Value ($m) Per share Weighting

Composite 

value per 

share

DCF 80,437 $28.25 25% $7.06

Dividend yield (sustainable) 106,283 $37.33 25% $9.33

ROE (sustainable) 73,408 $25.79 25% $6.45

Sum-of-Parts 74,915 $26.31 25% $6.58

Total $29.42

Plus surplus capital * $0.27 $29.69

* Less estimated NZ new capital requirement

Sum-of-Parts (As Is)
FY22e 

NPAT

Pros. PE 

(times)
Value ($m) Per share

Australia 3,110 12.0 37,317 $13.11

Pacific 36 10.0 358 $0.13

Institutional 1,593 13.0 20,711 $7.28

Wealth Australia 0 - 0 $0.00

New Zealand 1,377 12.0 16,529 $5.81

Other -209 - 0 $0.00

Total 5,908 12.7 74,915 $26.31
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4. Sovereign risk – exposed to sometimes unstable governments; and 

5. Increased competition specifically from CBA, WBC and NAB on the domestic front in 

retail and wholesale banking and wealth management. 

Sensitivities 

 

 Table 6 – Sensitivities 

 

 
 SOURCE: COMPANY DATA AND BELL POTTER SECURITIES ESTIMATES 
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ANZ Banking Group 
as at 23 July 2021 

Recommendation Buy 

Price $28.00 

Target (12 months) $30.00 

 
Table 7 – Financial summary 

 
SOURCE: BELL POTTER SECURITIES ESTIMATES 
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 Recommendation structure 

 Buy: Expect >15% total return on a 

12 month view. For stocks regarded 

as ‘Speculative’ a return of >30% is 

expected.  

 Hold: Expect total return between -5% 

and 15% on a 12 month view  

 Sell: Expect <-5% total return on a 

12 month view 

 Speculative Investments are either start-up 

enterprises with nil or only prospective 

operations or recently commenced 

operations with only forecast cash flows, or 

companies that have commenced 

operations or have been in operation for 

some time but have only forecast cash 

flows and/or a stressed balance sheet. 

Such investments may carry an 

exceptionally high level of capital risk and 

volatility of returns.  
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The following may affect your legal rights. Important Disclaimer: 

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities 

Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified 

countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission, 

Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any 

person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC. 

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific 

client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial 

services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of 

your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.  

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained 

in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the 

information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or 

recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued. 

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether 

arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or 

otherwise) suffered by the recipient of this document or any other person.  

Research Policies: 

For Bell Potter’s Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website: 

https://www.bellpotter.com.au/research-independence-policy/ 

Disclosure of interest: 

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting 

and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests 

in the securities referred to in this document.  

T S Lim, authoring analyst, holds a long position in ANZ. 
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