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Dear Mr Wilson

UPDATE ON PROGRESS ON ROYAL COMMISSION RECOMMENDATIONS AND MEASURES
TAKEN ON COVID-ig PANDEMIC

Thank you for the opportunity to update you on both our progress on implementing the
recommendations made by the Royal Commission into Misconduct in the Banking,
Superannuation and Financial Services Industry and the measures National Australia Bank (NAB)
has taken in relation to the COVID-ig pandemic.

I became Group Chief Executive Officer and Managing Director of NAB on 2 December last year
and in my 35 -year career in finance, I have never seen such immediate and deep impact on the
economy and the health of the global community as that caused by this pandemic.

Through this crisis our main priorities at NAB have been on the health and safety of our
colleagues and supporting our customers. Many of our customers have lost jobs and many
businesses that were successful now have zero cashflow.

Our response to COVID-ig has required a rapid and significant change in the way our 34,000
employees work, with more than 80%, including our customer-facing teams working from home.
We are working side -by-side with Australian Governments and the regulators to offer support
to the economy and the community. We strongly support the series of measures announced by
the Federal Government, the Reserve Bank of Australia and APRA that are helping to stabilise
the financial system - and protect Australians.

I also welcome the advice from the Federal and State Governments that they are working
towards lifting restrictions as soon as it is safe to do so. Providing certainty for businesses on
the pathway to recovery is critical. I support the Government's COVIDSafe app for this reason,
and have downloaded it on my phone and am encouraging others to do the same.
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CUSTOMERS

The COVID-ig pandemic has resulted in more than 650,000 calls from our customers seeking
help. NAB has already taken steps to assist them including:

¯ Allowing home loan and business loan customers impacted by COVID -19 to defer
repayments for six months. We have approved deferrals on more than 82,000 home loans
worth $31 billion and almost 37,000 business loans worth $18 billion;

¯ In partnership with the Government, we are providing impacted businesses in need of a
quick cash flow injection with loans of up to $250,000 at 4.5% p.a. with no repayments
required in the first six months. As at 1 May we have approved 3,436 of these loans with
a further 368 loans in the final stages of approval;

¯ Lowering interest rates on home loans, for example customers will have access to fixed
home loan rates of 2.39% p.a. for 1 -year, 2.29% p.a. for 2 and 3 -year 2.79% for 5 -year
(owner occupier). First home buyers will have access to a rate of 2.19% p.a. fixed for two
years;

¯ Over 1.7 million Credit Card and Personal Loan accounts have been offered reductions
on the minimum monthly repayment amount, late payment fee waivers and reduced
credit card interest rates; and

¯ Launched a dedicated Hotline (1800 JOBKEEPER) so customers can access funds ahead of
the Government's iobKeeper payments being available in May.

NAB has a presence supporting our Australian customers in a number of offshore markets
including the US, Asia and the United Kingdom all of which are providing forms of government
assistance. Bank of New Zealand is also active in various government support programs in New
Zealand.

We have also put more than 800 additional colleagues into customer-facing roles so they can
work with many customers who need help understanding what support is available and
guidance on a sustainable path forward.

Most of our branch network is still operating as we continue to provide essential banking
services. Where branches have been temporarily closed, more than 350 retail employees have
been trained to support customers using different channels such as online chat and calls to
ensure we can meet the needs of as many customers as possible.

NAB's digital banking facilities have played an important role supporting customers with their
banking needs through this crisis with NAB internet banking and mobile app recording more
than 120 million logins from 1 March to 20 April, a rise of 12 per cent from the same period last
year.

Through this crisis and as we recover we will need to further adapt as the ways our customers
bank with us evolve.

IMPACT ON THE BANK

The COVID-ig pandemic has had a significant impact on the Bank.
Our result for the half year ending 31 March has been materially impacted with cash earnings
(ex. Large notable items) declining 24.6% relative to the first half of 2019.
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Given the uncertainty, we have taken an additional $807 million collective provision to reflect
potential COVID-ig impacts on the economy.

We entered this crisis in a strong position, with our capital significantly strengthened over
recent years. However, due to the uncertain economic outlook we are taking steps to build
capital via an equity raising and a reduction in the interim dividend. We are bolstering our
capital base through a successful fully underwritten institutional placement of $3 billion and
non -underwritten Share Purchase Plan targeted to raise approximately $500 million.

We reduced our 2020 interim dividend to 30 cents per share which will have a direct impact on
our shareholders (48% of whom are retail shareholders), and those invested in NAB through
their superannuation. The Board's decision is aiming to strike a balance between shareholders
and customers. It is intended to provide us with sufficient capacity to continue supporting our
customers through the challenging times ahead, as well as increasing our capital level to assist
in managing through a range of possible scenarios, including a prolonged and severe economic
downturn.

Given the environment, NAB's Board and senior management have also made cuts to our
remuneration. The Chairman and each of the Directors will forego 20 per cent of their base fees
for the second half of NAB's financial year, from 1 April to 30 September.

I will also have my base remuneration reduced by 20 per cent over the same period. In addition,
my Executive Leadership Team and I will not be awarded any short-term variable reward for the
2020 financial year.

LOOKING FORWARD

The various support packages are expected to cushion the blow to output and employment but
are unlikely to fully offset the downturn in the near term. They also provide significant support
in the recovery phase, but the timing and pace of the recovery remains highly uncertain. For
Australia, we expect GDP to decline 8.4% by September 2020 compared to December 2019 and
not return to pre COVID-ig levels until early 2022, while unemployment is expected to peak at
11.7% in mid -2020 before partially recovering to 7.3% by December 2021.

We will continue to take decisive action to deal with the impacts of the crisis and play our role
in the recovery of the economy.

In focusing on the future, we have also recently announced our refreshed long-term strategy.
There are four key areas we are focusing on:
Safe: this is about having a strong balance sheet and economic settings, robust operational
capabilities and a culture that looks after the best interests of customers and the community;
Easy: When our customers and our colleagues want something done it must be simple,
seamless, fast and increasingly digital;
Relationship -led: NAB is a strong relationship bank and we'll strengthen those relationships
with expertise, data, insights and analytics;
Long-term: Making decisions for the long-term; running our business on resilient and
sustainable principles and playing a leadership role to solve some of society's major challenges.
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The need for improved accountability and reduced complexity at NAB is clear. We are
implementing a new structure with end -to -end responsibilities, and are focusing resources on
delivering simpler, more streamlined products and processes.

This will go a long way towards better supporting our colleagues and consistently getting basics
right for customers.

ROYAL COMMISSION IMPLEMENTATION

The Royal Commission has established new standards and expectations across the industry and
we continue our extensive reform program to change culture.

NAB is regularly assessing culture though monthly employee surveys and a more comprehensive
quarterly dashboard for the Executive Leadership Team and the Board. We are also in the
process of rolling out a single, consistent leadership program for all people Leaders to set the
role and expectations of those in the Bank who have responsibility for leading on our culture.
Implementing the Royal Commission recommendations is a priority. We continue to actively
make progress and contribute to the Government's own Roadmap. Our progress in the last 12

months includes:
¯ Ceasing charging default interest to farmers in drought declared areas, and extending

this to customers in areas affected by other natural disasters. From 1 March 2020, NAB
has now removed default interest on all business loans and overdrafts, for Business and
Private Banking customers, not just those impacted by drought or natural disasters;

¯ Greater access to banking services with the adoption of the new Banking Code of Practice.
This includes new measures to support vulnerable customers including a new framework
for customers experiencing vulnerability;

¯ Creating an Indigenous Customer Service Telephone Line to improve access for
Aboriginal and Torres Strait Islander Customers, particularly those living in remote areas;

¯ Changing our definition of a Small Business, and extending protections to Small
Businesses with less than $5 million in total business lending, beyond the requirements
of the Banking Code of Practice;

¯ Providing support to agricultural customers experiencing distress through various
measures, including providing financial support for customers attending Farm Debt
Mediation (FDM), and implementing measures for a national FDM scheme;

¯ Removing grandfathered commissions on MLC Wealth superannuation and investment
products for NAB Financial Planning employed advisers; and

¯ Implementing the Retail Banking related Sedgwick review recommendations ahead of
schedule.

NAB has been working closely with the Government and relevant industry associations and has
made good progress on the ten recommendations that are covered in the draft legislation that
the Government has released for consultation and is due to be introduced into the Parliament
by 30 June. However, NAB acknowledges that there could be some delays due to the disruption
to the Parliamentary timetable. On 28 February, we contributed to a number of Australian
Banking Association submissions on the Government's draft legislation covering 22 of the
recommendations in total. NAB remains committed to playing its part and will continue to work
with Government and Treasury to further these recommendations.
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In closing, this is an extraordinary and unprecedented time globally and in Australia. We have a
pathway through the short-term challenges and will continue to work together with
government, regulators and the broader community to help Australians recover from this crisis
and contribute to reforms that will help our country have a stronger future.

I look forward to engaging with the Committee on these matters in due course.

Yours sincerely

Ross McEwan
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