SY142620v.15

O

MACQUARIE
BANK

Macquarie Bank Limited

(ABN 46 008 583 542)

Disclosure Report (U.S. Version)
for the fiscal year ended March 31, 2011

Dated: May 13, 2011



TABLE OF CONTENTS

CERTAIN DEFINITIONS .....oooiiiiiiiiicieee ettt i
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS ... vi
EXCHANGE RATES ..o e viii
AUSTRALIAN EXCHANGE CONTROL RESTRICTIONS ......c.coiiiiiiiiiii e ix
FINANCIAL INFORMATION PRESENTATION ......ccoooiiiiiiiiiiiiiiiiiii s X
SUMMARY ..ottt b bbbt 1
RISK FACTORS ... ettt s e a e s s 8
CAPITALIZATION, INDEBTEDNESS AND CAPITAL ADEQUACY .....ooiiiiiiiiiiieieieeeteeeeeieeeeeee e 17
SELECTED FINANCIAL INFORMATION ......ccoiiiiiiiiiiieeeeet ettt s 20
MACQUARIE BANK LIMITED .....ooiiiiiiiiiiie e s s 23
REGULATION AND SUPERVISION ..ottt s 44
MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATION AND

FINANCIAL CONDITION ..ottt e st 53

1

SY1 42620v.15



CERTAIN DEFINITIONS

In this Disclosure Report (U.S. Version) for the fiscal year ended March 31, 2011 (this “Report”), unless
otherwise specified or the context otherwise requires:

SY142620v.15

“AASB’ means the Australian Accounting Standards Board;
“ABN" means Australian Business Number;
“ACCC” means the Australian Competition and Consumer Commission and its successors;

“ADI” means an institution that is an authorised deposit-taking institution under the Australian
Banking Act and regulated as such by APRA;

“AGAAP” means Australian GAAP that also ensures compliance with International Financial
Reporting Standards as issued by the International Accounting Standards Board;

“AML-CTF Act” means the Anti-Money Laundering and Counter-Terrorism Financing Act 2006 of
Australia;

“ APRA” means the Australian Prudential Regulation Authority and its successors;

“ASC’ means the Australian Securities and Investments Commission and its successors;

“ Asset and Liability Committee” means the committee established by the Executive Committee with
responsibility for oversight of asset and liability management, liquidity policy compliance, liquidity
scenario analysis and contingency planning;

“ Assets under Management” is a non-GAAP financial measure we use that calculates the value of the
proportional ownership interest in assets of funds managed by entities in MBL Group or the
Non-Banking Group, as applicable, plus other assets managed on behalf of third parties, see “Financial
information presentation — Non-GAAP financial measures”;

“ ASX" means the Australian Securities Exchange operated by ASX Limited and its successors;

“ Australian Banking Act” means the Banking Act 1959 of Australia;

“ Australian Corporations Act” means the Corporations Act 2001 of Australia;

“A$’ or“$’ means the Australian dollar and “ US$" means the US dollar;

“Bank” and “MBL” each means Macquarie Bank Limited (ABN 46 008 583 542) (an ADI) and

U]

includes its predecessors and successors, and “we”, “our”, “ us’ and “ MBL Group” each means MBL
and its controlled entities;

“Banking Group” means Banking Holdco and the group of existing and future subsidiaries of that
intermediate subsidiary, including the Bank, that constitutes the Banking Group as described herein;

“Banking Holdco” means Macquarie B.H. Pty Ltd (ABN 86 124 071 432), the intermediate holding
company established as a subsidiary of MGL and as the immediate parent of MBL as part of the

Restructure;

“CMA” means Cash Management Accounts;
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“CMT’ means the Macquarie Cash Management Trust;

“ Commonwealth” and “ Australia” each means the Commonwealth of Australia;

“ Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme” means the Australian
Government Guarantee Scheme for Large Deposits and Wholesale Funding adopted in November
2008 by the Commonwealth and which was closed to new issuances and deposits on March 31, 2010;
“controlled entities” means those entities (including special purpose entities) over which another party
has the power to govern, directly or indirectly, decision making in relation to financial and operating
policies, so as to require that entity to conform with such controlling party’s objectives;

“CPS’ means Macquarie Convertible Preference Securities;

“ELE” means an Extended Licensed Entity (as defined in APRA prudential regulation) which is an
ADI, such as the Bank, and any subsidiaries considered by APRA to be operating as a division of the
ADI itself. In order to be part of the ELE, a subsidiary must, among other things: (i) not have
liabilities to entities outside the ELE, including to third parties, where those liabilities exceed 5% of the
subsidiary’s assets; (ii) not undertake business that is not permitted by ADIs; (iii) be wholly-owned by
the ADI itself or another ELE subsidiary; (iv) be entirely funded by the ADI; (v) face no regulatory or
legal barriers to transferring assets back to the ADI; and (vi) have only the ADI’s directors or senior
managers on its board of directors;

“ Exchange Act” means the U.S. Securities Exchange Act of 1934, as amended;

“ Executive Committee” means the committee established and chaired by the managing director of
MGTL focusing on a variety of business issues, including key risks faced across the organization;

“Financial Claims Scheme” means the financial claims scheme established by Division 2AA of Part II
of the Australian Banking Act;

“financial statements’ means our historical financial statements;

“F-IRB" means the foundation internal ratings-based approach under Basel II;

“FSA” means the United Kingdom Financial Services Authority;

“GAAP” means generally accepted accounting principles;

“Guarantee” means the guarantee contained in the Deed of Guarantee dated November 20, 2008
executed on behalf of the Commonwealth and which took effect from November 28, 2008, as amended

from time to time;

“historical financial statements’ means our 2010 annual financial statements, our 2009 annual
financial statements and our 2008 annual financial statements;

“lASB" means the International Accounting Standards Board;
“IFRS’ means International Financial Reporting Standards;
“intra group loan” means the lending facility from MBL to MGL more fully described under

“Management’s discussion and analysis of results of operation and financial condition — Liquidity —
Funding profile for the Banking Group”;
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“Macquarie Capital” means, following the reorganizations of operating groups within MGL Group
described below under “Macquarie Bank Limited — Operating groups — Macquarie Capital”, the
Macquarie Capital Advisers division and certain activities of Fixed Income, Currencies &
Commodities that transferred to the Non-Banking Group as part of the Restructure;

“managed assets’ means third-party equity invested in assets managed by Macquarie Infrastructure
and Real Assets where management fees may be payable to us and assets held directly by us acquired
with a view that they may be sold into new or existing funds managed by Macquarie Infrastructure and
Real Assets;

“MBIL” means Macquarie Bank International Limited,;
“MBL LB” means the London branch of MBL;
“MBLSB” means Macquarie Bank Limited Seoul Branch;

“MBL’s U.S Investors Website” means MBL’s U.S. investors’ website at
www.macquarie.com/mgl/com/us/usinvestors;

“MGL” means Macquarie Group Limited (ABN 94 122 169 279), the authorized NOHC for the
Banking Group and the Non-Banking Group, and includes its predecessors and its successors, as more
fully described herein;

“MGL Group” means MGL and its controlled entities, including MBL Group;
“MIS’ means Macquarie Income Securities;
“MIPS’ means Macquarie Income Preferred Securities;

“net operating income” , an Australian GAAP financial measure, includes net interest income (interest
income less interest expense), trading income, fee and commission income, share of net profits of
associates and joint ventures, net gains and losses from the sale of investments or the deconsolidation
of controlled entities, dividends and distributions received/receivable, and other sundry income items,
and is net of impairment charges and is reported in the income statement in our financial statements;

“NOHC” means an authorized non-operating holding company of an ADI;

“NOHC Authority” means the authority to be a non-operating holding company of an ADI granted to
MGL by APRA on September 5, 2007;

“Non-Banking Group” means Non-Banking Holdco and the group of existing and future subsidiaries
of that intermediate subsidiary that constitute the Non-Banking Group as described herein;

“Non-Banking Holdco” means Macquarie Financial Holdings Limited (ABN 63 124 071 398), the
intermediate holding company established as a subsidiary of MGL and the parent of the Non-Banking
Group as part of the Restructure;

“OFAC” means the United States Office of Foreign Assets Control;

“operating expenses’, an Australian GAAP financial measure, include employment expenses
(including staff profit sharing expense), brokerage and commission expense, occupancy expenses
(including premises rental expense), non-salary technology expenses, professional fees, travel and
communication expense, and other sundry expenses and are reported in the income statement in our
financial statements;
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“RBA” means the Reserve Bank of Australia;

“ Restructure” means the reorganization of MBL Group that was completed on November 19, 2007
that resulted in the establishment of MGL as the ultimate holding company of MBL and the transfer by
MBL Group of certain businesses, subsidiaries and assets, primarily the Macquarie Capital operating
group, to the Non-Banking Group;

“Scheme Rules’ means the Commonwealth Guarantee Scheme for Large Deposits and Wholesale
Funding Rules that commenced on November 20, 2008, as amended and in force from time to time;

“ Shemes’ means the Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme and
the Financial Claims Scheme;

“ Services Agreements’ means the Outsourcing Master Services Agreements between MBL and MGL
dated November 15, 2007, and between the Non-Banking Holdco and MGL dated December 10, 2007,
and any supplements or amendments thereto;

“shared services’ means the services to be performed by MGL or its subsidiaries for the Banking and
Non-Banking Groups pursuant to the Services Agreements described under “Macquarie Bank Limited
— Organizational structure”;

“Umbrella Deed” means the Umbrella Deed: Backstop Arrangement between MBL and Macquarie
Capital Group Limited dated on or about November 13, 2007, which sets out some of the arrangements
for assets and businesses that could not be totally assumed by the Non-Banking Group through

Macquarie Capital Group Limited or its subsidiaries following the Restructure;

“ 2009 annual financial statements’ means our audited consolidated financial statements contained in
our 2009 Annual Report;

“ 2009 Annual Report” means our 2009 annual report;

“ 2010 annual financial statements’ means our audited consolidated financial statements contained in
our 2010 Annual Report;

“ 2010 Annual Report” means our 2010 annual report;

“2011 annual financial statements’ means our audited consolidated financial statements contained in
our 2011 Annual Report; and

“ 2011 Annual Report”™ means our 2011 annual report, extracts of which are incorporated by reference.

Our fiscal year ends on March 31, so references to years such as 2011 or “fiscal year” and like references in the
discussion of our financial statements, results of operation and financial condition are to the twelve months ending
on March 31 of each such year.

In this Report, prior financial period amounts that have been reported in financial statements for or contained in
the discussion of a subsequent financial period may differ from the amounts reported in the financial statements for
or contained in the discussion of the financial statements for that prior financial period as the prior financial period
amounts may have been adjusted to conform with changes in presentation in the subsequent financial period.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Report contains statements that constitute “forward-looking statements” within the meaning of
Section 21E of the Exchange Act. Examples of these forward-looking statements include, but are not limited to:
(1) statements regarding our future results of operations and financial condition; (ii) statements of plans, objectives

or goals, including those related to our products or services; and (iii) statements of assumptions underlying those
statements. Words such as “may”, “will”, “expect”, “intend”, “plan”, “estimate”, “anticipate”, “believe”,

CLINT

“continue”, “probability”, “risk”, and other similar words are intended to identify forward-looking statements but are
not the exclusive means of identifying those statements.

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and
specific, and risks exist that the predictions, forecasts, projections and other forward-looking statements will not be
achieved. We caution readers that a number of important factors could cause actual results to differ materially from
the plans, objectives, expectations, estimates and intentions expressed in such forward-looking statements. These
factors include:

e macroeconomic conditions in the global debt and equity markets;

e the effect of, and changes in, laws, regulations, taxation or accounting standards or practices, and
government policy, including as a result of the regulatory proposals for reform of the banking, life
insurance and funds management industries in Australia and the other countries in which we conduct our
operations or which we may enter in the future;

e changes in market liquidity and investor confidence;

e inflation, interest rate, exchange rate, market and monetary fluctuations;

e our ability to deal effectively with an economic slowdown or other economic or market difficulty;

e our ability to complete, integrate or process acquisitions, dispositions, mergers and other significant
corporate transactions;

e our ability to effectively manage our growth;
e the performance of funds and other assets we manage;
e the performance and financial condition of MGL, our indirect parent company;

e demographic changes and changes in political, social and economic conditions in any of the major markets
in which we conduct our operations or which we may enter in the future;

e changes in consumer spending and saving and borrowing habits in Australia and the other countries in
which we conduct our operations or which we may enter in the future;

e the effects of competition in the geographic and business areas in which we conduct our operations or
which we may enter in the future;

e  our ability to adequately fund the operations of MBL and the Banking Group;
e  our ability to return capital or borrow from our subsidiaries;
e the impact of asset sales on our long-term business prospects;

e  our ability to maintain or to increase market share and control expenses;

vi
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e the timely development of and acceptance of new products and services, the perceived overall value of
these products and services by users, and the extent to which products and services previously sold by us
require us to incur liabilities or absorb losses not contemplated at their initiation or origin;

e technological changes instituted by MBL, its counterparties or competitors;

e the ability of MBL to attract and retain employees;

e changes to the credit ratings assigned to each of MGL and MBL;

e adverse impact on our reputation; and

e various other factors beyond our control.

The foregoing list of important factors is not exhaustive. Statements that include forward-looking statements
reflect our current views with respect to future events and are subject to certain risks, uncertainties and assumptions.
Should one or more of the risks or uncertainties materialize, or should underlying assumptions prove incorrect,
actual results may vary materially from those described in this Report as anticipated, believed, estimated, expected
or intended.

When relying on forward-looking statements to make decisions with respect to MBL Group, investors and
others should carefully consider the foregoing factors and other uncertainties and events and are cautioned not to

place undue reliance on forward-looking statements.

We are under no obligation, and disclaim any obligation, to update or alter our forward-looking statements,
whether as a result of new information, future events or otherwise, after the date of this Report.

Significant risk factors applicable to MBL Group are described under “Risk factors” and other factors are
discussed under ‘“Management’s discussion and analysis of results of operation and financial condition” and
elsewhere in this Report.
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EXCHANGE RATES

MBL Group publishes its consolidated financial statements in Australian dollars and its fiscal year ends on
March 31 of each year. For your convenience, the following table sets forth, for MBL Group’s fiscal years and
months indicated, the period-end, average (fiscal year only), high and low noon buying rates in New York City for
cable transfers of Australian dollars as certified for customs purposes for the Federal Reserve Bank of New York,
expressed in US dollars per A$1.00.

In providing these translations, we are not representing that the Australian dollar amounts actually represent
these US dollar amounts or that we could have converted those Australian dollars into US dollars. Since March 31,
2010, when the noon buying rate for Australian dollars into US dollars was US$0.9169 per A$1.00, the Australian
dollar has continued to strengthen. From March 31, 2010 to March 31, 2011, the Australian dollar has appreciated
by approximately 13% against the US dollar. Unless otherwise indicated, conversions of Australian dollars to US
dollars in this Report have been made at the noon buying rate at the close of business on March 31, 2011, which was
US$1.0358 per A$1.00. The noon buying rate at the close of business on May 6, 2011 was US$1.0763 per A$1.00.

Fiscal year Period End Average Rate' High Low
2007 e 0.8104 0.7652 0.8104 0.7177
2008 ... 0.9132 0.8683 0.9463 0.7860
2009 ... e 0.6925 0.7948 0.9797 0.6073
2010 i 0.9169 0.8507 0.9369 0.6941
2011 it 1.0358 0.9450 1.0358 0.8172

Month Period End High Low
November 2010 ........ccceevreeveevreenens 0.9607 1.0143 0.9594
December 2010..........cccoeeveeeveeene. 1.0122 1.0153 0.9774
January 201 1...ccocovveieiieieieeee 0.9926 1.0200 0.9868
February 2011....cccovveieiiiiieeiienne 1.0174 1.0176 0.9984
March 2011 ..o 1.0358 1.0358 0.9823
APTIL 201 1. 1.0937 1.0937 1.0346
May 2011 (through May 6, 2011)...... 1.0763 1.0970 1.0642

! The average of the noon buying rates on the last day of each month during the period.
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AUSTRALIAN EXCHANGE CONTROL RESTRICTIONS

The Australian dollar is convertible into US dollars at freely floating rates, subject to the sanctions described
below. The Banking (Foreign Exchange) Regulations promulgated under the Australian Banking Act, the Charter of
the United Nations Act 1945 of Australia, and other laws and regulations in Australia restrict or prohibit payments,
transactions and dealings with assets having a prescribed connection with certain countries or named individuals or
entities subject to international sanctions or associated with terrorism or money laundering.

The Australian Department of Foreign Affairs and Trade maintains a list of all persons and entities having a
prescribed connection with terrorism which is available to the public at the Department’s website at
http://www.dfat.gov.au/icat/UNSC _financial sanctions.html and the RBA maintains a list of persons and
organizations subject to economic sanctions at http://www.rba.gov.au/mkt-operations/fin-sanctions.

X
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FINANCIAL INFORMATION PRESENTATION
Our historical financial statements

Our 2011 annual financial statements include our audited financial statements as at and for the years ended
March 31, 2011 and 2010. Our operating segments, as reported in accordance with AGAAP, reflect our current
operating groups and divisions. See “Management’s discussion and analysis of results of operation and financial
condition — Year ended March 31, 2011 compared to year ended March 31, 2010 for further information.

MBL Group is divided into the following operating groups for internal reporting and risk management
purposes: Macquarie Securities (excluding the Cash division); Fixed Income, Currencies & Commodities;
Macquarie Funds (excluding the Macquarie Infrastructure and Real Assets division); Banking & Financial Services;
and Corporate & Asset Finance. The Real Estate Banking division is reported separately for internal reporting and
risk management purposes. Transfers between segments, and to and from segments in the Non-Banking Group, are
determined on an arm’s-length basis and are eliminated on consolidation.

We report certain items in the Corporate segment, which includes the Group Treasury division, the Head Office
and central support functions. The Corporate segment includes unallocated head office costs, employment related
costs, earnings on capital, non-trading derivative volatility, income tax expense and profits attributable to non-
controlling interests. The Corporate segment also includes the impact of changes in credit spreads on non-trading
financial instruments that are classified as fair value through profit or loss. The items reported in the Corporate
segment do not form part of the total profit contribution provided by our operating groups. The total contribution to
profit by operating groups plus the contribution to profit included in the Corporate segment equates to our total
profit after tax.

Impact of acquisitions on the 2011 and 2010 fiscal years

During the 2011 fiscal year, MBL Group acquired a number of asset portfolios, entities and businesses,
including:

e Sal. Oppenheim. On April 7, 2010, MBL Group acquired the equity derivatives business of Sal.
Oppenheim jr & Cie (“ Sal. Oppenheim” ), a German private bank;

e International Lease Finance Corporation. On April 14, 2010, MBL Group acquired International
Lease Finance Corporation’s (* ILFC" ) aircraft operating lease portfolio;

e GMAC Australia. On April 30, 2010, MBL Group acquired GMAC Australia’s retail auto leases and
loans portfolio; and

e INNOVEST Kapitalanlage AG. On March 8, 2011, MBL Group acquired INNOVEST Kapitalanlage
AG, an Austrian asset manager.

During the 2010 fiscal year, MBL Group acquired a number of entities and businesses, including:

e Blackmont Capital Inc. On December 31, 2009, MBL Group acquired Blackmont Capital Inc.
(* Blackmont™), a full service Canadian wealth management and investment dealer business; and

e Delaware Investments. On January 5, 2010, MBL Group acquired Delaware Investments, a leading
U.S.-based diversified asset management firm.

In accordance with AASB 3 “Business Combinations”, provisional amounts for the initial accounting of

acquisitions made during each fiscal year were reported in MBL Group’s 2011 annual financial statements and 2010
annual financial statements, respectively.
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For further information on how these businesses have been integrated into MBL Group, see “Macquarie Bank
Limited — Operating groups” below, and for information on their impact on our results of operation and financial
condition for the 2011 and 2010 fiscal years, see “Management’s discussion and analysis of results of operation and
financial condition — Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment analysis”
and “Management’s discussion and analysis of results of operation and financial condition — Year ended March 31,
2010 compared to year ended March 31, 2009 — Segment analysis”, respectively.

For further information on acquisitions and disposals of subsidiaries and businesses during the 2011 and 2010
fiscal years, see Note 44 “Acquisitions and disposals of subsidiaries and businesses” to MBL Group’s 2011 annual
financial statements and Note 44 “Acquisitions and disposals of subsidiaries and businesses” to MBL Group’s 2010
annual financial statements, respectively.

Reor ganization of operating groups and reporting segmentswithin MBL Group during the 2011 fiscal year

During the 2011 fiscal year, MBL Group implemented the following changes to its internal operating groups
that impacted the composition of its reporting segments:

e Real Estate Structured Finance and all real estate lending activities of the Real Estate Banking division
were transferred to Corporate & Asset Finance and have remained part of the Banking Group,
Corporate & Asset Finance became MBL Group’s sixth operating group; and

e In November 2010, certain Real Estate Banking unlisted funds management products were transferred
to Macquarie Funds.

The results of our operating groups for the year ended March 31, 2011 are presented to give effect to these
internal reorganizations effective April 1, 2010, with the comparative information for the year ended March 31,
2010 presented on a consistent basis. A reconciliation of our segment results for the 2010 and 2011 fiscal years on a
statutory basis prior to the internal reorganizations is presented in “Management’s discussion and analysis of results
of operation and financial condition — Year ended March 31, 2011 compared to year ended March 31, 2010 —
Segment Overview — Basis of preparation — Reconciliation of segment results for year ended March 31, 2010 to
our historical financial statements”.

These reorganizations did not have a material impact on the results of operations of MBL or any of its operating
groups.

For further information on the rationale for the internal reorganizations of our operating groups during the year
ended March 31, 2011, see “Management’s discussion and analysis of results of operation and financial condition —
Trading conditions and market update” and “Macquarie Bank Limited — Operating groups” in this Report. Other
than as described above, our operating groups and reporting segments remained the same for each of the periods
presented in this Report. In addition, all recent changes to operating groups and reporting segments have been
internal to the Banking Group and accordingly, these changes have had no impact on the operating or financial
performance of the Banking Group.

For further detail on our segment reporting, see Note 3 to our 2011 annual financial statements.
Certain differences between AGAAP and US GAAP

Investors should be aware that the financial information contained or incorporated by reference in this Report
has been prepared and presented in accordance with Australian Accounting Standards and the recognition and
measurement principles prescribed in the current interpretations of the International Financial Reporting Standards,
or AGAAP. There are differences between AGAAP and US GAAP that may be material to the financial
information contained or incorporated by reference in this Report. MBL Group has not provided a quantitative
reconciliation or narrative discussion of these differences in this Report. Investors should therefore consult their
own professional advisors for an understanding of the differences between AGAAP and US GAAP and how those
differences might affect the financial information included in this Report and, more generally, the financial results of
MBL Group going forward.
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The accounting policies adopted by entities within MBL Group are as reported in Note 1 included in our 2011
annual financial statements.

Non-GAAP financial measures

We report our financial results in accordance with AGAAP. However, we include certain financial measures
and ratios that are not prepared in accordance with AGAAP, which we include in “Other metrics”, that we believe
provide useful information to users in measuring the financial performance and condition of our business for the
reasons set out below. In addition, some of these non-GAAP financial measures are used by MBL Group in respect
of our financial results. These non-GAAP financial measures do not have a standardized meaning prescribed by
AGAAP and, therefore, may not be comparable to similarly titled measures presented by other entities, nor should
they be construed as an alternative to other financial measures determined in accordance with AGAAP. You are
cautioned, therefore, not to place undue reliance on any non-GAAP financial measures and ratios included or
incorporated by reference into this Report. These measures include:

Assets under Management

Assets under Management provides a consistent basis for measuring the scale of the funds management
activities across our operating groups. Assets under Management is calculated as the proportional ownership
interest in the underlying assets of funds and other assets managed by entities in MBL Group or the Non-Banking
Group, as applicable, on behalf of third parties that are not funds managed by any MBL Group entity. This
calculation is adjusted to exclude cross-holdings between funds managed by entities in MBL Group or the
Non-Banking Group, as applicable, and is further adjusted to reflect the proportional ownership interest in the
relevant fund manager.

Substantially all of MBL’s Assets under Management is reported by Macquarie Funds with approximately 1%
(as at March 31, 2011) reported by Banking & Financial Services, Macquarie Capital and Real Estate Banking.

Funded loan assets and funded statement of financial position

Funded loan assets is a non-GAAP financial measure. Funded loan assets is determined based on the funded
statements of financial position of MBL Group and not the statutory statement of financial position classification.
MBL Group’s statutory statement of financial position is prepared based on AGAAP and includes certain
accounting gross-ups and non-recourse self funded assets that do not represent a funding requirement of MBL
Group. A reconciliation between the reported assets and the net funded loan assets at March 31, 2011 is presented
in “Capital analysis — Statutory statement of financial position”.

Xii
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SUMMARY

This summary highlights selected information from this Report and does not contain all of the information that
may be important to you. This summary does not purport to be complete and is qualified in its entirety by reference
to, and should be read in conjunction with, the more detailed information appearing elsewhere in this Report. You
should read this entire Report carefully, including the risk factors and the audited consolidated financial statements
and the notes related thereto.

Overview

MBL is an APRA-regulated ADI headquartered in Sydney, Australia and is a wholly owned subsidiary of
MGL. As a provider of banking, financial, advisory, investment and funds management services, MBL is primarily
a client-driven business which generates income by providing a diversified range of products and services to clients.
MBL Group acts on behalf of institutional, corporate, and retail clients and counterparties around the world.

At March 31, 2011, MBL employed over 6,100 staff, had total assets of A$140.4 billion and total equity of
A$9.1 billion. For the 2011 fiscal year, our net operating income was A$4.8 billion and profit after tax attributable
to ordinary equity holders was A$803 million. As at March 31, 2011, MBL conducted its operations in 19 countries,
with 34% of MBL Group’s revenues from external customers derived from regions outside Australia. See
“Macquarie Bank Limited — Our business — Regional activity” below for further information.

MBL’s ordinary shares were listed on ASX from July 29, 1996 until the Restructure in November 2007. Prior
to the Restructure, MBL was a widely held ASX-listed public company and engaged in certain investment banking
activities through Macquarie Capital. On November 19, 2007, when the Restructure was completed, MBL became
an indirect wholly owned subsidiary of MGL, a new ASX-listed company, and MBL Group transferred to the
Non-Banking Group most of the assets and businesses of Macquarie Capital and some less financially significant
assets and businesses of the former Equity Markets group (now part of Macquarie Securities) and Treasury &
Commodities (now part of Fixed Income, Currencies & Commodities). Although MBL’s ordinary shares are no
longer listed on ASX, MBL’s Macquarie Income Securities continue to be listed on ASX and, accordingly, MBL
remains subject to the disclosure and other requirements of ASX as they apply to companies with debt securities
listed on the ASX.

MBL’s registered office is 25 National Circuit, Forrest, Australian Capital Territory, ACT, Australia. Its
principal place of business is Level 7, No. 1 Martin Place, Sydney, New South Wales 2000, Australia. The
telephone number of its principal place of business is +612-8232-5006.

Recent Board and management changes

On March 17, 2011, MGL and MBL announced that effective March 17, 2011, the Chairman, David Clarke,
had resigned as a member of the MGL and MBL Boards due to ill health. The Lead Independent Director, Kevin
McCann, was appointed as Chairman of the Boards of both MGL and MBL. Kevin McCann served as acting
Chairman of MGL and MBL from November 27, 2008 to August 30, 2009 when Mr. Clarke took a leave of
absence.

On April 29, 2011, MGL Group announced that Diane Grady had been appointed to the MGL and MBL
Boards, effective May 19, 2011. Ms. Grady has served on multiple boards, including Woolworths Limited (1996-
2010), Goodman Group (1997-2010), Lend Lease (1994-2002) and MLC (1996-2002), and is currently a director of
Bluescope Steel Ltd. Previously, she was a partner at McKinsey & Company where she spent 15 years consulting to
clients in a broad range of industries on strategic and operational issues. She was a leader of the firm’s global
Organization and Change Management Practice and headed the Consumer Goods, Retailing and Marketing Practice
in Australia. Ms. Grady holds an MBA from Harvard Business School and a Masters in Chinese Studies from the
University of Hawaii.

On April 7,2011, MGL and MBL announced that the Executive Chairman of Macquarie Capital and Macquarie
Securities, Michael Carapiet, will retire in July 2011. Roy Laidlaw, the Group Head of Macquarie Capital and
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Macquarie Securities, was appointed Executive Chairman of Macquarie Securities and will continue in his capacity
as Group Head of Macquarie Capital. Stevan Vrcelj, the Head of Cash Equities, was appointed Group Head of
Macquarie Securities.

Our key strengths

We believe our profitability, the diversification of our businesses and our geographic spread has been supported
by the following key strengths:

SY142620v.15

Leading Australian and strong international franchise. We are a leading Australian financial services
firm that provides diverse financial services in Australia, with particular strengths in funds
management, securities, foreign exchange, energy and commodities trading. This has created a strong
base for our domestic and international growth and diversification. Over the last five years, we have
significantly increased the amount of business we conduct outside of Australia and have transformed
from a leading Australian financial services firm growing internationally into a global provider of
diversified financial services headquartered in Australia. See “Macquarie Bank Limited — Our history
and evolution” below for further information.

Srong brand and reputation. We believe our business successes have resulted in us achieving a level
of recognition for quality, integrity, and innovative products and services that has been an important
element in our ability to maintain, grow and diversify our businesses.

Diversified earnings. Our diversified earnings base has been an important factor in our successful
growth. MBL Group’s diverse sources of income include the following:

¢ Feeand commission income, including:

e Brokerage and commission income from brokerage fee income from Banking & Financial
Services, as well as brokerage revenues in futures execution and clearing markets from Fixed
Income, Currencies & Commodities;

e Funds management fee income (including base fees, which are ongoing fees generated from
funds management activities, and performance fees, which are earned when the funds
outperform predetermined benchmarks) from Macquarie Funds and Banking & Financial
Services;

e  Other fee and commission income from the Macquarie Wrap and other administration fee
income from Banking & Financial Services, and structuring fee income from Macquarie
Funds’ structured financial products; and

e Income from life investment contracts and other unitholder investment assets from the
provision of life insurance by Macquarie Life and True Index income earned on funds
managed by Macquarie Funds.

e Trading income generated predominately through client trading activities and products issued by
Macquarie Securities and Fixed Income, Currencies & Commodities;

e Interest income earned on residential mortgages, loans to Australian and Canadian businesses,
loans on capital protected products and credit cards of Banking & Financial Services, interest
income on trading assets from Fixed Income, Currencies & Commodities and Macquarie
Securities, and leasing and asset financing activities of Corporate & Asset Finance;

e Other income from the sale of asset and equity investments, gains on the deconsolidation of
controlled entities, operating lease income, dividends and distributions; and
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e Equity accounted income from principal investments in assets and businesses where significant
influence is present.

Geographic diversity. As at March 31, 2011, we employed over 6,100 people in 19 countries. Of
those staff, approximately 43% were located in offshore markets. As MBL Group has expanded, we
have applied the resources and experience of a global organization to our understanding of the local
environment in the countries in which we operate.

Ability to adapt to change. Over time, we have demonstrated an ability to adapt to changing market
conditions, seeking to take advantage of new opportunities as they arise. Recent changes to MBL
Group’s business mix include increased corporate lending, expanded leasing activities, expanded funds
management activities, expanded trading activities across new geographies, new business structures
and expanded product offerings. As a result of market conditions, we have also taken advantage of
several acquisition opportunities which we believe have strengthened our product offering and global
presence. We believe that these acquisitions complemented our existing expertise in areas such as
lending and leasing, energy, and funds management and demonstrated our track record of successfully
integrating new businesses. For further details of significant acquisitions, see “Macquarie Bank
Limited — Our history and evolution” below.

Selective approach to growth and diversification. In addition to adapting our existing businesses and
expanding organically, we actively seek to diversify and grow our businesses in selective areas of
expertise. We believe that our strategy of expanding selectively, seeking only to enter markets where
our particular skills or expertise deliver added value to clients, maximizes our potential for success and
is intended to minimize unexpected losses or reputational impacts as we seek to grow and diversify.

Experience managing growth and diversity. The experience of our management team in managing our
growth and diversification have been important to our success in realizing the benefits and controlling
the risks associated with undertaking varying businesses, developing scale, and growing in new and
existing geographic regions.

Business focus on fee income. Our main business focus is providing services to our clients rather than
engaging in principal activities. While several of our businesses have and expect to continue to
undertake principal investments as part of their funds management strategies, our main focus is on
generating management fees, not assuming significant principal exposure.

Srong capital position. MBL is regulated as an ADI by APRA and, as a result, is subject to APRA’s
capital adequacy requirements. At March 31, 2011, MBL had a Tier 1 capital ratio of 10.7% and a
total capital ratio of 12.4%. MBL Group continues to monitor regulatory and market developments in
relation to liquidity and capital management, as discussed below under “Regulation and supervision”.

Risk management. Managing risk is an integral part of our business, and we believe strong prudential
management has been key to our success. Where we assume risk, we do so in what we believe to be a
calculated and controlled framework. Our risk management framework is described in Note 41 to our
2011 annual financial statements and in the “Risk Management Report” in the extracts from the 2011
Annual Report of MGL incorporated by reference herein. While our approach to risk is embedded
across all business units, Risk Management manages the key risks applicable to the entire MGL Group
along the following principles:

e Independence. Risk Management assesses and monitors risks for the entire MGL Group, is
independent of the operating groups and is required to approve all major risk acceptance decisions.

e Centralized risk management. Risk Management’s MGL Group-wide responsibilities (including
for MBL) enable it to assess risks from the perspective of the entire MGL Group and allow it to
apply a consistent approach across all operating areas.




e Approval of new business activities. Operating groups are required to consult with Risk
Management before undertaking new businesses or activities, offering new products or entering
new markets. Risk Management’s responsibility is to identify, quantify and assess the likely risks
and establish prudential limits that, where appropriate, are approved by our Executive Committee
and Board.

e Continuous assessment. Risk Management’s responsibilities include the ongoing review of the
risks that our businesses are exposed to in order to account for changes in market circumstances
and to our operating groups.

e Freguent monitoring. Risk Management uses centralized systems to monitor credit and market
risks daily and liaise with operating groups and supporting divisions.

Our strategy

Our strategy is to focus on the medium term and is built on providing services to clients, aligning the interests
with shareholders, investors and staff, what we believe is a conservative approach to risk management, growth and
evolution, operations that are diversified by business and geography, and an ability to adapt to change. This
approach provides the flexibility to enter into new business sectors and regions as opportunities emerge and to
expand our existing businesses in selective areas of expertise.

We seek to encourage growth and diversity by allowing strategy to be driven in the individual businesses at the
operating level. However, equity, credit, market, liquidity, compliance and operational risks are centrally managed
by the centralized Risk Management group, whose responsibility is to implement appropriate assessment and
management policies in respect of these risks throughout MGL Group. MBL applies this existing strategy and risk
management framework across MBL Group.

Our business has always evolved and changed to adapt to market conditions. We continually examine
investment opportunities and have undertaken a number of strategic acquisitions in response to changing market
conditions and opportunities that have been presented to us. See “Macquarie Bank Limited — Our history and
evolution” for further information about our acquisitions in the 2011 fiscal year. We expect to continue to assess
strategic acquisition and merger opportunities and other corporate transactions as they arise, along with exploring
opportunities for further organic growth in our existing and related businesses as an avenue of growth and
diversification for MBL Group in the medium term.

Across our international operations, the strategy focuses on building a global platform, through both
acquisitions and organic growth, which we believe will enable us to offer a comprehensive range of MBL products
to clients around the world and identify MBL as a global specialist in our key areas of expertise. See “Macquarie
Bank Limited — Our business — Regional activity” below for further information on MBL’s performance across its
key geographical regions.

Our business
Overview of MBL Group

At March 31, 2011, MBL had total assets of A$140.4 billion and total equity of A$9.1 billion. For the year
ended March 31, 2011, our net operating income was A$4.8 billion and profit after tax attributable to ordinary
equity holders was A$803 million, with 34% of MBL Group’s revenues from external customers derived from

regions outside Australia.

The tables below show the relative revenues from external customers and profit contribution of each of our
operating groups in the years ended March 31, 2011 and 2010:
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Revenues from external customers of MBL Group by operating group for the years
ended March 31, 2011 and 2010"

Year ended
Mar 11 Mar 10 Movement
A$m A$m %

Fixed Income, Currencies &

CommOditi€s........ceeevvveeeerieeeireeeeereeeerennen 1,845 1,790 3
Macquarie Securities (excluding the Cash

AIVISION) .eiivviiiiieiie et 307 489 (37
Banking & Financial Services..........c..c....... 2,528 2,242 13
Macquarie Funds (excluding the Macquarie

Infrastructure and Real Assets division).. 1,050 1,135 7
Corporate & Asset Finance ............ccoeuveneeee. 1,499 1,026 46
Real Estate Banking .........ccccceevveveevienieennenne. 71 100 29)
Macquarie Capital®............oooveeeeeereeeann. 4 5 (20)
Total revenuesfrom external customers

by operating group 7,304 6,787 8
COTPOTALE” ... 1,339 956 40
Total revenues from external customers.. 8,643 7,743 12

Profit contribution of MBL Group by operating group for the years ended March 31, 2011 and 2010

Year ended
Mar 11 Mar 10 M ovement
AS$m AS$m %

Fixed Income, Currencies &

CommOdIties .....cccevvvervrererieeienieerenreniens 549 736 (25)
Macquarie Securities (excluding the

Cash diviSion) .......cccceeererereeneieieeeenees (132) 116 (213)
Banking & Financial Services ...................... 278 268 4
Macquarie Funds (excluding the

Macquarie Infrastructure and Real

ASSets diVISION) .ec.eeveerveriieierieeieieeeeiens 249 92 171
Corporate & Asset Finance............cccccuveneeenn. 505 250 102
Real Estate Banking..........ccccoceveevenieniennnnns (40) (149) 73
Macquarie Capital® ..........c.cocovovrerererreennnn. @)) (50) 98
Total contribution to profit by

OpErating group........ccceeeeveeeeveveveeerneenns 1,408 1,263 12
COPOTALE’ ... (605) (600) (1)
Net profit after tax 803 663 21

For further information on our segment reporting, see “Management’s discussion and analysis of results of operations and financial
condition — Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment overview” and Note 3 to our 2011 annual
financial statements.

Macquarie Capital as reported for MBL Group comprises certain less financially significant businesses of Macquarie Capital that were not
transferred to the Non-Banking Group in connection with the Restructure.

The Corporate segment includes earnings on capital, group treasury operations, certain corporate costs not recharged to operating
businesses, employment related costs, options expense, income tax expense, profit attributable to non-controlling interests and internal
management accounting adjustments and charges. Revenues from external customers reflected above for the Corporate segment represent
net interest income on deposits held with external banks.
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Regional activity

At March 31, 2011, MBL Group employed over 6,100 staff globally and conducted its operations in 19
countries.

In the 2011 fiscal year, MBL Group continued to increase diversity by geography. The chart below shows
MBL Group’s revenues from external customers by region in the 2011 fiscal year.

Revenues from external customers of MBL Group® by region for the year ended March 31, 2011

For further information on our segment reporting, see “Management’s discussion and analysis of results of operations and financial
condition — Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment overview” and Note 3 to our 2011 annual
financial statements.

Staff seconded to joint venture not included in official headcount (South Africa: Macquarie First South, Moscow: Macquarie Renaissance).

Australia. MBL Group has its origins as the merchant bank Hill Samuel Australia Limited, created in 1969 as a
wholly-owned subsidiary of Hill Samuel & Co. Limited, London, and began operations in Sydney in January 1970
with only 3 staff. As at March 31, 2011, MBL Group employed over 3,500 staff across Australia. In the 2011 fiscal
year, Australia contributed A$5.7 billion (66%) of our revenues from external customers as compared to
A$4.9 billion (63%) in the 2010 fiscal year.

Americas. MBL Group has been active in the Americas for over a decade, when we established our first office
in New York in 1994, and has grown rapidly over the last two years, principally through acquisitions of Delaware
Investments, Blackmont and Constellation Energy, and the growth of our Energy Trading and Credit Trading
businesses. As at March 31, 2011, MBL Group employed over 1,900 staff across the United States, Canada and
Brazil. In the 2011 fiscal year, the Americas contributed A$1.6 billion (19%) of our revenues from external
customers as compared to A$1.1 billion (14%) in the 2010 fiscal year.

Asia. MBL Group has been active in Asia for more than 15 years, when we established our first office in Hong
Kong. As at March 31, 2011, MBL Group employed over 300 staff across China, Hong Kong, New Zealand,
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Indonesia, Japan, South Korea, Malaysia, Singapore and Taiwan. During the year, MBL continued to expand the
regional investment and product platforms of Macquarie Funds (excluding the Macquarie Infrastructure and Real
Assets division), Corporate & Asset Finance as well as Fixed Income Currencies & Commodities, which had
established an Asian regional “hub” in Singapore. In the 2011 fiscal year, Asia contributed A$238 million (3%) of
our revenues from external customers as compared to A$708 million (9%) in the 2010 fiscal year.

Europe, Middle East & Africa. MBL Group has been active in Europe since the late 1980s, in Africa since
2000 and the Middle East since 2005. As at March 31, 2011, MBL Group employed over 300 staff across the
United Kingdom, Germany, Austria, Switzerland and South Africa. In the 2011 fiscal year, Europe, Middle East &
Africa contributed A$1.1 billion (12%) of our revenues from external customers as compared to A$1.0 billion
(13%) in the 2010 fiscal year.

For further information on our segment reporting, see “Management’s discussion and analysis of results of
operations and financial condition — Year ended March 31, 2011 compared to year ended March 31, 2010 —
Segment overview” and Note 3 to our 2011 annual financial statements.
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RISK FACTORS

We are subject to a variety of risks that arise out of our financial services and other businesses. We manage
our ongoing business risks in accordance with our risk management policies and procedures, some of which are
described in Note 41 to our 2011 annual financial statements. The following are some of the more significant risk
factors that could affect our businesses, results of operation or financial condition.

Our business and financial condition may be negatively impacted by a deteriorating economic climate and
adverse credit and other market conditions, which may negatively affect our businesses in certain industry
sectors, impair our ability to meet our liquidity needs, adversely affect our accessto international capital markets
and increase our cost of funding.

Global credit and equity markets, particularly in the United States and Europe, experienced extreme volatility,
disruption and decreased liquidity during 2008 and 2009. These challenging market conditions resulted in less
liquidity, greater volatility, widening of credit spreads and a lack of price transparency in markets generally. Our
businesses operate in or depend on the operation of these markets, either directly or indirectly, including through
exposures in securities, loans, derivatives and other activities. In particular, uncertainty in global credit markets,
increased funding costs, constrained access to funding, and the decline in equity and capital market activity
impacted transaction flow in a range of industry sectors, all of which adversely impacted our financial performance.
Notwithstanding improvement in global economic conditions, there can be no assurance that the relief measures
implemented by governments and central banks around the globe to restore confidence in financial systems and
bolster economic growth will result in a sustained long-term stabilization of financial markets, or what impact the
withdrawal of such relief measures or the consequential impacts of substantial fiscal stimulus on the budgets of
sovereigns will have on global economic conditions or MBL’s financial condition.

We may be impacted in a number of ways by a deteriorating economic climate. Our trading income may be
adversely impacted during times of subdued market conditions and client activity. Our client facilitation fee income
may be impacted by transaction volumes and our funds management fee income, including base and performance
fees, may be impacted by volatility in equity values and returns from our managed funds. We may consider the
credit quality of our loan portfolio and the value of our proprietary investments, including our investments in
managed funds, for impairment at each reporting date. Our returns from asset sales are also subject to the current
economic climate.

Furthermore, liquidity is essential to our business, and we rely on credit and equity markets to fund our
operations. Our liquidity may be impaired by an inability to access secured or unsecured debt markets, an inability
to sell assets or unforeseen outflows of cash or collateral. Our liquidity may also be impaired due to circumstances
that we may be unable to control, such as general market disruptions, which may occur suddenly and dramatically,
an operational problem that affects our trading clients or ourselves, or changes in our credit spreads, which are
continuous, market-driven, and subject at times to unpredictable and highly volatile movements. For a more
detailed description of liquidity risk, refer to the section “Management’s discussion and analysis of results of
operation and financial condition — Liquidity” herein.

General business and economic conditions are key considerations in determining our access to capital markets,
cost of funding and ability to meet our liquidity needs and include, but are not limited to, changes in short-term and
long-term interest rates, inflation, monetary supply, commodities volatility and results, fluctuations in both debt and
equity capital markets, relative changes in foreign exchange rates, consumer confidence and the relative strength of
the economies in which we operate. Renewed turbulence or a worsening general economic climate could adversely
impact any or all of these factors. Should conditions remain uncertain for a prolonged period, or deteriorate further,
our funding costs may increase and may limit our ability to replace, in a timely manner, maturing liabilities, which
could adversely affect our ability to fund and grow our business or otherwise have a material impact on us.

In the event that our current sources of funding prove to be insufficient, we may be forced to seek alternative
financing, which could include selling liquid securities or other assets. The availability of alternative financing will
depend on a variety of factors, including prevailing market conditions, the availability of credit, our credit ratings
and credit capacity. The cost of these alternatives may be more expensive than our current sources of funding or
include other unfavorable terms, or we may be unable to raise as much funding as we need to support our business
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activities. This could slow the growth rate of our businesses, cause us to reduce our term assets and increase our
cost of funding, all of which could reduce our profitability. In the event that we are required to sell assets, there is
no assurance that we will be able to obtain favorable prices on some or all of the assets we offer for sale or that we
will be able to successfully complete asset sales at an acceptable price or in an acceptable timeframe. In addition,
the sale of income earning assets may adversely impact our income in future periods.

Many of our businesses are highly regulated and we could be adversely affected by temporary and permanent
changes in regulations, regulatory policy and by compliance requirements, particularly for financial institutions,
in the markets in which we operate.

Many of our businesses are highly regulated in most jurisdictions in which we do business. We have businesses
in multiple sectors, including as licensed brokers, investment advisers or other regulated financial services providers.
We operate similar kinds of businesses across multiple jurisdictions, and some of our businesses operate across more
than one jurisdiction or sector and are regulated by more than one regulator. Additionally, some members of MBL
Group own or manage assets and businesses that are regulated. Our businesses include regulated banks (in Australia
and the United Kingdom) that operate branches in the United Kingdom, the Dubai International Finance Centre,
Singapore and South Korea and representative offices in the United States, New Zealand and Switzerland. The
regulations vary from country to country but generally are designed to protect depositors and the banking system as
a whole, not holders of MBL’s securities or creditors. In addition, as a diversified financial institution, many of our
businesses are subject to financial services regulation other than prudential banking regulation in most jurisdictions
in which we operate, including in the United States in respect of our funds management businesses. Some of the
key regulators of our businesses are described below under “Regulation and supervision”.

Regulatory agencies and governments frequently review banking and financial services laws, regulations and
policies, including fiscal policies, for possible changes. Changes to laws, regulations or policies, including changes
in interpretation or implementation of laws, regulations or policies, could substantially affect us or our businesses,
the products and services offered or the value of our assets. These may include changing required levels of liquidity
and capital adequacy, increasing tax burdens, limiting the types of financial services and products that can be offered
and/or increasing the ability of other providers to offer competing financial services and products, as well as changes
to prudential regulatory requirements. Future changes in laws, regulations or policies as described above can be
unpredictable and are beyond our control and could adversely affect our business.

MBL is regulated by APRA as an ADI. APRA may introduce new prudential regulations or modify existing
regulations, including those that apply to MBL as an ADI. Any such event could result in changes to the
organizational structure of MBL Group and adversely affect the business or financial performance of MBL Group.

Global economic conditions have led to changes in regulation in markets in which we operate, particularly for
financial institutions, and will lead to further significant changes of this kind. It is not possible to predict with
certainty what regulatory or related changes may result from the recent financial market crisis or the effect any such
changes would have on MBL and any of our businesses. However, there is operational and compliance risk
associated with the implementation of any new laws and regulations that apply to us as a financial institution. In
particular, changes in applicable laws, regulations or other governmental policies could adversely affect one or more
of our businesses and could require us to incur substantial costs.

We are responsible for ensuring that we comply with all applicable legal and regulatory requirements (including
accounting standards, where applicable, as well as rules and regulations relating to corrupt and illegal payments and
money laundering) and industry codes of practice, as well as meeting our ethical standards. The failure to comply
with applicable regulations could result in suspensions, restrictions of operating licenses, fines and penalties or
limitations on our ability to do business. They could also have adverse reputational consequences. These costs,
expenses and limitations could have an adverse affect on our business, results of operations, financial performance
or financial condition. The legal, regulatory and consent requirements described above could also adversely affect
the profitability and prospects of us or our businesses to the extent that they limit our operations and flexibility of
our businesses. The nature and impact of future changes in such policies are not predictable and are beyond our
control.

SY142620v.15



Our business may be adversely affected by our failure to adequately manage the risks associated with certain
strategic opportunities and new businesses, including acquisitions.

From time to time we may evaluate strategic opportunities and undertake acquisitions of businesses, some of
which may be material. Certain acquisition opportunities may arise, for example, as competitors choose to exit what
they consider non-core activities. Our completed and prospective acquisitions and growth initiatives may cause us
to become subject to unknown liabilities of the acquired or new business and additional or different regulations.

We may not achieve expected synergies from the acquisition, we may achieve lower than expected cost savings
or otherwise incur losses, we may lose customers and market share, we may face disruptions to our operations
resulting from integrating the systems, processes and personnel (including in respect of risk management) of the
acquired business into MBL Group, our management’s time may be diverted to facilitate the integration of the
acquired business into MBL Group, or the acquisition may have negative impacts on our results, financial condition
or operations.

In addition, there are current and prospective strategic risks associated with timely business decisions, proper
implementation of decisions or responsiveness to changes in our current operating environment. From time to time,
we may evaluate other strategic opportunities, the outcome of which is dependent upon the quality of our strategic
planning process, the implications of the strategy on risk appetite and our ability to evaluate and, if determined,
successfully implement such strategic opportunities.

Our businessis substantially dependent on our brand and reputation.

We believe our reputation in the financial services markets and the recognition of the Macquarie brand by our
customers are important contributors to our business. Many companies in MGL Group and many of the funds
managed by entities owned, in whole or in part, by MBL and MGL use the Macquarie name. We do not control
those entities that are not in MBL Group, but their actions may reflect directly on our reputation. Our reputation
and, as a result, our business and business prospects could be adversely affected if any of the entities using the
Macquarie name take actions that bring negative publicity on MBL Group.

The financial condition and results of operation of MBL Group may be indirectly adversely affected by the
negative performance, or negative publicity in relation to, any Macquarie-managed fund or funds that Macquarie has
promoted or is associated with, as investors and lenders may associate such funds with the name, brand and
reputation of MBL Group and MGL Group and other Macquarie-managed funds. In addition, if funds that use the
Macquarie name or are otherwise associated with Macquarie-managed infrastructure assets, such as roads, airports,
utilities and water distribution facilities that people view as community assets, are perceived to be managed
inappropriately, those managing entities could be subject to criticism and negative publicity, harming our reputation
and the reputation of other entities that use the Macquarie name.

Competitive pressure, both in the financial services industry as well as the other industries in which we operate,
could adversely impact our business and results of operation.

We face significant competition from local and international competitors, which compete vigorously for
participation in the various markets and sectors across which we operate, including the financial services industry.
We compete on the basis of a number of factors, including our products and services, innovation, reputation and
price. We believe that we will continue to experience pricing pressures in the future as some of our competitors
seek to increase market share. We compete, both in Australia and internationally, with asset managers, retail and
commercial banks, private banking firms, investment banking firms, brokerage firms, and other investment and
service firms in connection with the various funds and assets we manage and services we provide. In addition, any
trend toward consolidation in the global financial services industry may create stronger competitors with broader
ranges of product and service offerings, increased access to capital, and greater efficiency and pricing power. In
recent years, competition in the financial services industry has also increased as large insurance and banking
industry participants have sought to establish themselves in markets that are perceived to offer higher growth
potential and as local institutions have become more sophisticated and competitive and have sought alliances,
mergers or strategic relationships. Many of our competitors are larger than we are and may have significantly
greater financial resources than we do.
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Our ability to retain and attract qualified employeesis critical to the success of our business and the failure to do
so may materially adversely affect our performance.

Our employees are our most important resource, and our performance is largely dependent on the talents and
efforts of highly skilled individuals. As such, our continued ability to compete effectively in our businesses and to
expand into new business areas and geographic regions depends on our ability to retain and motivate our existing
employees and attract new employees. Competition from within the financial services industry and from businesses
outside the financial services industry, such as professional service firms, hedge funds, private equity funds and
venture capital funds, for qualified employees has historically been intense and is expected to increase during
periods of economic growth.

In order to attract and retain qualified employees, we must compensate such employees at or above market
levels.  Typically, those levels have caused employee remuneration to be our greatest expense as our
performance-based remuneration has historically been cash based and highly variable. Recent market events have
resulted in increased regulatory and public scrutiny of corporate remuneration policies and the establishment of
criteria against which industry remuneration policies may be assessed. As discussed further under “Regulation and
supervision — APRA — Remuneration — Extensions to governance requirements for APRA-regulated institutions”,
we may be subject to limitations on remuneration practices (which may or may not affect our competitors). These
limitations may require us to further alter our remuneration practices in ways that could adversely affect our ability
to attract and retain qualified and talented employees. If we are unable to continue to attract and retain qualified
employees, as a result of such changes or otherwise, or are required to pay higher remuneration in order to attract
and retain qualified employees to maintain our competitive position, or if increased regulation requires us to further
change our remuneration policies, our performance, including our competitive position, could be materially
adversely affected.

In addition, current and future laws (including laws relating to immigration and outsourcing) may restrict our
ability to move responsibilities or personnel from one jurisdiction to another. This may impact our ability to take
advantage of business and growth opportunities or potential efficiencies, which could adversely affect our
profitability.

Our businessis subject to the risk of loss associated with falling prices in the equity and other markets in which
we oper ate.

We are exposed to changes in the value of financial instruments and other financial assets that are carried at fair
market value, as well as changes to the level of our advisory and other fees due to changes in interest rates, exchange
rates, equity and commodity prices, credit spreads and other market risks. These changes may result from changes
in economic conditions, monetary and fiscal policies, market liquidity, availability and cost of capital, international
and regional political events, acts of war or terrorism, corporate, political or other scandals that reduce investor
confidence in capital markets, natural disasters or pandemics or a combination of these or other factors. We trade in
foreign exchange, interest rate, commodity, bullion, energy, securities and other markets and are an active price
maker in the derivatives market. Certain financial instruments that we hold and contracts to which we are a party
are increasingly complex, as we employ structured products to benefit our clients and ourselves, and these complex
structured products often do not have readily available markets to access in times of liquidity stress. We may incur
losses as a result of decreased market prices for products we trade, which decreases the valuation of our trading and
investment positions, including our interest rate and credit products, currency, commodity and equity positions. In
addition, reductions in the level of prices in the equity markets or increases in interest rates may reduce the value of
our clients’ portfolios, which in turn may reduce the fees we earn for managing assets in certain parts of our
business. Increases in interest rates or attractive conditions in other investments could cause our clients to transfer
their assets out of our funds or other products.

Defaults by one or more other large financial institutions or counterparties could adversely affect financial
markets generally.

The commercial soundness of many financial institutions may be closely interrelated as a result of credit,
trading, clearing or other relationships among financial institutions. As a result of, and in light of, recent significant
volatility in the financial sector and the capital markets, concerns about, or a default by, one or more institutions or
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by a sovereign that guarantees the indebtedness or other commercial transactions of such financial institutions in its
jurisdiction could lead to market-wide liquidity problems, losses or defaults by other institutions globally, that may
further affect us. This is sometimes referred to as “systemic risk” and may adversely affect financial intermediaries,
such as clearing agencies, clearing houses, banks, securities firms, hedge funds and exchanges that we interact with
on a daily basis.

An increase in the failure of third parties to honor their commitments in connection with our trading, lending
and other activities, including funds that we manage, may adversely impact our business.

We are exposed to the potential for credit-related losses that can occur as a result of an individual, counterparty
or issuer being unable or unwilling to honor its contractual obligations. Like any financial services organization, we
assume counterparty risk in connection with our lending, trading, derivatives and other businesses where we rely on
the ability of a third party to satisfy its financial obligations to us on a timely basis. The resulting credit exposure
will depend on a number of factors, including declines in the financial condition of the counterparty, the value of
property we hold as collateral and the market value of the counterparty instruments and obligations we hold. See
Note 41 to our 2011 annual financial statements for a description of the most significant regional, business segment
and individual credit exposures where we believe there is a significant risk of loss. Credit losses can and have
resulted in financial services organizations realizing significant losses and in some cases failing altogether. To the
extent our credit exposure increases, it could have an adverse effect on our business and profitability if material
unexpected credit losses occur. We are also subject to the risk that our rights against third parties may not be
enforceable in all circumstances.

Credit constraints of purchasers of our investment assets or on our clients may impact our income,

Historically, a portion of our income has been generated from the sale of assets to third parties, including our
funds. If buyers are unable to obtain financing to purchase assets that we currently hold or purchase with the
intention to sell in the future, we may be required to hold investment assets for a longer period of time than we
historically have or may sell these assets at lower prices than we historically would have expected to achieve, which
may lower our rate of return on these investments and require funding for periods longer than we have anticipated.

Our businesses have been and may continue to be affected by changesin the levels of market volatility.

Certain of our trading businesses benefit from the trading and arbitrage opportunities created by market
volatility, and decreases in volatility may reduce these opportunities and adversely affect the results of these
businesses. On the other hand, increased volatility, while potentially increasing trading volumes and spreads, also
increases market risk. Market risk can lead to trading losses and may cause us to reduce the size of our trading
businesses in order to limit our risk exposure. Limiting the size of our trading businesses can adversely affect our
profitability.

In periods when volatility is increasing, but asset values are declining significantly, it may not be possible to sell
assets or it may only be possible to do so at steep discounts. In such circumstances we may be forced to either take
on additional risk or to incur losses in order to decrease our market risk. In addition, increases in volatility increase
the level of our risk weighted assets and increase our capital requirements. Increased capital requirements may
require us to raise additional capital.

We may incur losses as a result of ineffective risk management processes and strategies.

While we employ a broad and diversified set of risk monitoring and risk mitigation techniques, those techniques
and the judgments that accompany their application cannot anticipate every economic and financial outcome or the
specifics and timing of such outcomes. As such, we may, in the course of our activities, incur losses. There can be
no assurance that the risk management processes and strategies that we have developed will adequately anticipate or
be effective in addressing market stress or unforeseen circumstances.

For a further discussion of our risk management policies and procedures, see our “Risk Management Report” in
the extracts from the 2011 Annual Report of MGL and Note 41 to our 2011 annual financial statements.
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Future growth, including through acquisitions, mergers and other corporate transactions, may place significant
demands on our managerial, administrative, 1T, risk management, operational and financial resources and may
expose us to additional risks.

Future growth, including through acquisitions, mergers and other corporate transactions, may place significant
demands on our legal, accounting, risk management and operational infrastructure and result in increased expenses.
Our future growth will depend, among other things, on our ability to integrate new businesses, maintain an operating
platform and management system sufficient to address our growth, attract employees and other factors described
herein. If we do not manage our expanding operations effectively, our ability to generate revenue and control our
expenses could be adversely affected.

A number of our recent and planned business initiatives and further expansions of existing businesses are likely
to bring us into contact, directly or indirectly, with individuals and entities that are new clients, with new asset
classes and other new products or new markets. These business activities expose us to new and enhanced risks,
including reputational concerns arising from dealing with a range of new counterparties and investors, regulatory
scrutiny of these activities, potential political pressure, increased credit-related and operational risks, including risks
arising from accidents or acts of terrorism, and reputational concerns with the manner in which these businesses are
being operated or conducted.

Failure to maintain our credit ratings and those of our subsidiaries could adversely affect our cost of funds,
liquidity, competitive position and access to capital markets.

The credit ratings assigned to us and our subsidiaries by rating agencies are based on an evaluation of a number
of factors, including our ability to maintain a stable and diverse earnings stream, strong capital ratios, strong credit
quality and risk management controls, diverse funding sources and disciplined liquidity monitoring procedures. In
addition, a credit rating downgrade could be driven by the occurrence of one or more of the other risks identified in
this section or by other events.

If we fail to maintain our current credit ratings, this could (i) adversely affect our cost of funds and related
margins, liquidity, competitive position, the willingness of counterparties to transact with us and our ability to access
capital markets or (ii) trigger our obligations under certain bilateral provisions in some of our trading and
collateralized financing contracts. Under these provisions, counterparties could be permitted to terminate contracts
with us or require us to post additional collateral. Termination of our trading and collateralized financing contracts
could cause us to sustain losses and impair our liquidity by requiring us to find other sources of financing or to make
significant cash payments or securities movements.

Poor performance of our funds would cause a decline in our revenue and results of operations and may adversely
affect our ability to raise capital for future funds.

Our financial condition and results of operation are directly and indirectly affected by the results of the funds
and the assets we manage, particularly our Macquarie-managed funds. Our revenue from Assets under Management
is derived principally from three sources: (i) management fees, based on the size of our funds; (ii) incentive income,
based on the performance of our funds; and (iii) investment income based on our investments in the funds, which we
refer to as our “principal investments”. If the value of the funds we manage declines, our Assets under Management
would also decline, which would result in a decrease in our management fees from our funds. In the event that any
of our funds perform poorly due to market conditions or our underperformance, our revenue and results of
operations may decline. In addition, investors may withdraw their investments in our funds or may decline to invest
in future funds we establish as a result of poor performance of our funds or otherwise.

Long-term underperformance can have negative implications for incentive income. If the return of a fund is
negative in any period (quarterly, semi-annually or annually, depending on the fund) then the amount of the
performance deficit must be carried forward until eliminated.
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We may experience further writedowns of our funds management assets, other investments, loan impairment
provisions and other losses related to volatile market conditions.

MBL Group recorded A$155 million of impairment charges for the year ended March 31, 2011, including A$53
million of impairment charges on investment securities available-for-sale, investments in associates and joint
ventures and other non-financial assets and A$102 million of loan impairment provisions. Further impairments and
provisions may be required in future periods if the market value of assets similar to those held were to decline.

In addition, market volatility has in recent years impacted the value of our funds. Future valuations, in light of
factors then prevailing, may result in further impairments to our investments in our funds. In addition, at the time of
any sale of our investments in our funds, the price we ultimately realize will depend on the demand in the market at
the time and may be materially lower than their current market value. Any of these factors could require us to make
further writedowns on our investments in our funds management assets and other investments and assets, which may
be significant and may have an adverse effect on our results of operations and financial condition in future periods.

MBL Group relies on services provided by MGL.

Under the Services Agreements, MGL provides shared services to MBL Group. These shared services include
risk management, finance, information technology, treasury, settlement services, equity markets operation services,
human resources, business services, company secretarial and investor relations, media relations and corporate
communications, taxation, business improvement and strategy, central executive services, other group-wide services
and business shared services. Other than exercising its rights under the Services Agreements, MBL Group has no
direct control over the provision of those services, MGL’s continued provision of those services or the cost at which
such services are provided.

Apart from its rights under the Services Agreements, MBL has no control over the management, operations or
business of entitiesin MGL Group that are not part of MBL Group.

Entities in MGL Group that are not part of MBL Group may compete and establish businesses that compete
with the businesses of MBL Group and those other entities are not obligated to support the businesses of MBL
Group. Other than APRA prudential standards and capital adequacy requirements described in “Regulation and
supervision”, there are no regulations or agreements governing the allocation of future business between the
Banking Group and the Non-Banking Group, including MBL Group.

We may incur financial loss, adverse regulatory consequences or reputational damage due to inadequate or
failed internal or external operational systems, processes, people or systems or external events.

Our businesses are highly dependent on our ability to process and monitor, on a daily basis, a very large number
of transactions, many of which are highly complex, across numerous and diverse markets in many currencies. As
our client base, business activities and geographical reach expands, developing and maintaining our operational
systems and infrastructure becomes increasingly challenging. We must continuously update these systems to
support our operations and growth, which may entail significant costs and risks of successful integration. Our
financial, accounting, data processing or other operating systems and facilities may fail to operate properly or
become disabled as a result of events that are wholly or partially beyond our control, such as a spike in transaction
volume, adversely affecting our ability to process these transactions or provide these services.

We are exposed to the risk of loss resulting from human error, the failure of internal or external processes and
systems, or from external events. Such operational risks may include theft and fraud, improper business practices,
client suitability and servicing risks, product complexity and pricing, and valuation risk or improper recording,
evaluating or accounting for transactions or breach of security and physical protection systems, or breaches of our
internal policies and regulations. In addition, we also face the risk of operational failure, termination or capacity
constraints of any of the counterparties, clearing agents, exchanges, clearing houses or other financial intermediaries
we use to facilitate our securities or derivatives transactions, and as our interconnectivity with our clients and
counterparties grows, we increasingly face the risk of operational failure with respect to our clients’ and
counterparties’ systems. Any such failure, termination or constraint could adversely affect our ability to effect or
settle transactions, service our clients, manage our exposure to risk, meet our obligations to counterparties or expand
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our businesses or result in financial loss or liability to our clients and counterparties, impairment of our liquidity,
disruption of our businesses, regulatory intervention or reputational damage.

Our commodities activities, particularly our physical commodities trading businesses, subject us to the risk of
unforeseen, hostile or potential catastrophic events, and environmental, reputational and other risks that may
expose usto significant liabilities and costs.

Our physical oil and commodities-related activities are subject to the risk of unforeseen, hostile or catastrophic
events, many of which are outside of our control, including natural disasters, leaks, spills, explosions, release of
toxic substances, fires, accidents on land or at sea, terrorist attacks or other hostile or catastrophic events. In
addition, we rely on third party suppliers or service providers to perform their contractual obligations, and any
failure on their part could adversely affect our business. In addition, we may not be able to obtain insurance to cover
some of these risks and the insurance that we have may be inadequate to cover our losses.

The occurrence of any such events may prevent us from performing under our agreements with clients, may
impair our operations or financial results, and may result in litigation, regulatory action, negative publicity or other
reputational harm.

Changes and increased volatility in currency exchange rates may adversely impact our financial results and our
financial and regulatory capital positions.

While our financial statements are presented in Australian dollars, a significant portion of our operating income
is derived, and operating expenses are incurred, from our offshore business activities, which are conducted in a
broad range of currencies and with counterparties around the world. Changes in the rate at which the Australian
dollar is exchangeable for other currencies can impact our financial statements and the economics of our business.

Although we believe that we carefully manage our exposure to foreign currencies through matching of assets
and liabilities in local currencies and through the use of foreign exchange forward contracts to hedge our exposure,
we are still exposed to exchange risk. Insofar as we are unable to hedge or have not completely hedged exposure to
non-Australian currencies, our reported profit or foreign currency translation reserve would be affected.

Investors should be aware that exchange rate movements may adversely impact our future financial results.
MBL Group’s regulatory capital position may be adversely impacted by a depreciating Australian dollar, which
increases the capital requirement for assets denominated in currencies other than Australian dollars.

Conflicts of interest could limit our current and future business opportunities.

As we expand our businesses and our client base, we increasingly have to address potential conflicts of interest,
including situations where our services to a particular client conflict with, or are perceived to conflict with, our own
proprietary investments or other interests or with the interests of another client, as well as situations where one or
more of our businesses have access to material non-public information that may not be shared with other businesses
within MGL Group. While we believe we have adequate procedures and controls in place to address conflicts of
interest, including those designed to prevent the improper sharing of information among our businesses,
appropriately dealing with conflicts of interest is complex and difficult, and our reputation could be damaged and
the willingness of clients to enter into transactions in which such a conflict might arise may be adversely affected if
we fail, or appear to fail, to deal appropriately with conflicts of interest. In addition, potential or perceived conflicts
could give rise to claims by and liabilities to clients, litigation or enforcement actions.

Litigation, regulatory actions and contingent liabilities may adversely impact our results of operations.

We may, from time to time, be subject to material litigation, regulatory actions and contingent liabilities, for
example, as a result of inappropriate documentation of contractual relationships or regulatory violations, which, if
they crystallize, may adversely impact upon our results of operation and financial condition in future periods or our
reputation. We regularly obtain legal advice and make provisions, as deemed necessary. There is a risk that any
losses may be larger than anticipated or provided for or that additional litigation, regulatory actions or other
contingent liabilities may arise. Furthermore, even where monetary damages may be relatively small, an adverse
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finding in a regulatory or litigation matter could harm our reputation or brand, thereby adversely affecting our
business.

Our business operations expose us to potential tax liabilities that could have an adverse impact on our results of
operation and our reputation.

We are exposed to risks arising from the manner in which the Australian and international tax regimes may be
applied and enforced, both in terms of our own tax planning and compliance and the tax aspects of transactions on
which we work with clients and other third parties. Our international, multi-jurisdictional platform increases our tax
risks. In addition, as a result of increased funding needs by governments resulting from fiscal stimulus measures,
revenue authorities in many of the jurisdictions in which we operate are known to have become more active in their
tax collection activities. While we believe that we have in place controls and procedures that are designed to ensure
that transactions involving third parties comply with applicable tax laws and regulations, any actual or alleged
failure to comply with or any change in the interpretation, application or enforcement of applicable tax laws and
regulations could adversely affect our reputation and affected business areas, significantly increase our own tax
liability and expose us to legal, regulatory and other actions.

In conducting our businesses around the world, we are subject to political, economic, legal, operational and other
risks.

In conducting our businesses and maintaining and supporting our global operations, we are subject to risks of
possible nationalization, expropriation, price controls, capital controls, exchange controls and other restrictive
governmental actions, as well as natural disasters, the outbreak of hostilities and acts of terrorism. We could also be
affected by the occurrence of diseases. In some countries in which we do business or may in the future do business,
in particular in emerging markets, the laws and regulations applicable to the financial services industry are uncertain
and evolving, and it may be difficult for us to determine the exact requirements of local laws in every market. Our
inability to remain in compliance with local laws in a particular market could have a significant and negative effect
not only on our businesses in that market but also on our reputation generally. We are also subject to the enhanced
risk that transactions we structure might not be legally enforceable in all cases.

Failure of our insurance carriersor our failureto maintain adequate insurance cover could adversely impact our
results of operations.

We maintain third party insurance and self-insurance that we consider to be prudent for the scope and scale of
our activities. If our carriers fail to perform their obligations to us, our third party cover is insufficient or our
self-insurance is too great for a particular matter or group of related matters, our net loss exposure could adversely
impact our results of operations.

We are subject to risksin using custodians.

Certain funds we manage depend on the services of custodians to carry out certain securities transactions. In
the event of the insolvency of a custodian, the funds might not be able to recover equivalent assets in full as they
will rank among the custodian’s unsecured creditors in relation to assets which the custodian borrows, lends or
otherwise uses. In addition, the funds’ cash held with a custodian will not be segregated from the custodian’s own
cash, and the funds will therefore rank as unsecured creditors in relation to the cash they have deposited.
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CAPITALIZATION, INDEBTEDNESSAND CAPITAL ADEQUACY
The following table sets forth our capitalization as at March 31, 2011.

The information relating to MBL Group in the following table is based on our 2011 annual financial statements,

which were prepared in accordance with AGAAP, and should be read in conjunction therewith.

Asat
Mar 11 Mar 11
ussm' AS$m
CAPITALIZATION
Borrowings’
Debt issued — due greater than 12 months..........cccccevvevevieneniecieneseeieene, 19,369 18,700
Subordinated debt — due greater than 12 months 1,965 1,897
TOtaAl BOTTOWINGS’ ... 21,334 20,597
Equity
Contributed equity
Ordinary share capital...........cccovieieriirieieere e 7,539 7,278
Equity contribution from ultimate parent entity ...........cccceeeeeveerervereennenne. 105 102
Macquarie INCOME SECUIILIES ......cecververeerieiirieeierienieeieee et 405 391
Reserves.......cocovvviviiiiiiiiinnn. (452) (436)
Retained earnings..... e ————— 1,762 1,701
NON-CONTOIIING INEETESTS ......evevecveeceveceeteeereseeteeeies ettt s e 75 72
T OO EOUITY ..o 9,434 9,108
30,768 29,705

TOTAL CAPITALIZATION

! Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2011, which
was US$1.0358 per A$1.00. See “Exchange rates” for further information on the historical rates of exchange between the Australian dollar

and the US dollar.

: At March 31, 2011, we had A$8.3 billion of secured indebtedness due in greater than 12 months compared to A$7.1 billion at March 31,
2010.

3 Total borrowings does not include our short-term debt securities, including the current portion of long-term debt, or securitizations. Short-

term debt totaled A$10.8 billion as at March 31, 2011 and securitizations totaled A$12.8 billion as at March 31, 2011 compared to
A$8.4 billion and A$14.8 billion, respectively, as at March 31, 2010.

For details on our short-term debt position as at March 31, 2011, see “Management’s discussion and analysis of
results of operation and financial condition — Liquidity” in this Report.
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Capital Adequacy

The following table sets forth our capital adequacy and risk weighted assets as at March 31, 2011.

Asat

Mar 11 Mar 11

ussm AS$m
Tier 1 capital
Paid-up ordinary share capital ..........ccceeveviircieneeiieneeieniesie s 7,643 7,379
RESEIVES. ...iiieitieieeeeteeeete ettt sttt s (473) (457)
Retained €arnings ........coceveererienieenieneeeneene e 1,183 1,142
Innovative Tier 1 capital...........cccooveveeveveeeeeeeeeeeeeeeeeeeeesnens 47 455
GrossSTier L CaPital ..o 8,824 8,519
Deductions from Tier 1 capital:

GOOAWILL ..o 188 181

Deferred tax aSSetS ......ovirerererieieeeieeeeeete et 301 291

Changes in the ADI’s own creditworthiness on banking book

HAbIItIES ... 53 51

Intangible component of investments in non-consolidated

subsidiaries and other non-Level 2 entities ..........c.ccccuennenne. 604 583
Loan and lease origination fees and commissions paid to
mortgage originators and brokers............eceveevvenverereennnnns 100 97

Other Tier 1 capital deductions..............cccooevuevevevceererevrrenennn. 239 231
Deductionsfrom Tier 1 capital only............ccocoevvevevreverevinnnn. 1,485 1,434
Other 50/50 deductions from Tier 1 capital:

Non-subsidiary entities exceeding prescribed limits (50%)..... 359 347

Non-consolidated subsidiaries (50%) ....eoeveeeeereeririeineneennns 286 276

All other deductions relating to securitization (50%) .............. 287 277

Shortfall in provisions for credit losses (50%).......ccecvrereeeenen. 146 141

Other 50/50 deductions from Tier 1 capital (50%) .................. 116 112
Total 50/50 deductions from Tier 1 capital ............cccccoouean.... 1,194 1,153
Total Tier 1 capital dedUCtions................ccoevvvveeeieveeeeesenenn. 2,679 2,587
Net Tier 1 CaPItal ....oooveereeieieieiee e 6,145 5,932
Tier 2 capital
Upper Tier 2 capital:

Other upper Tier 2 capital ........cccovereerierieneeerecieeeeeeeee, 219 212
Lower Tier 2 capital:

Term subordinated debt ........oooveveeeeeeeee et 1,938 1,871
GrossTier 2 Capital ......co.coovveveeeeeeeeeeeceeeeeeeeeee e 2,157 2,083
Deductions from Tier 2 capital:

50/50 deductions from Tier 2 capital ...........ccocovveveveverrerernnnne. 1,194 1,153
Total Tier 2 capital dedUCtioNS............co.ccovvevrieeereeeeeeeenen, 1,194 1,153
NEt Tier 2 Capital .......o.ooovvevieeeeieeeeeeeeeeeeeee e 963 930
Total capital DaSe...........coo..evvveeeeveeeseeeeeeeeeee e 7,108 6,862

' Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2011, which is
US$1.0358 per A$1.00. See “Exchange Rates” for further information on the historical rates of exchange between the Australian dollar and the
US dollar.
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Asat
Mar 2011 Mar 2011

ussm' A$m

Credit risk — Risk weighted assets (RWA)
Subject to FIRB approach:
COTPOTALE’....ceeetieieeeeeieeete st ettt ste et e et eaeseeenbesseesseessesseensesneenseennas 21,200 20,468
SOVETCIZN ..eivevieiiiieesiiete ettt ettt este et e et e sbeebesteesseesaessasnsesseensens 491 474
BANK ..o e 3,175 3,065
Residential MOTtZage.......covvvvuvirieerienieiieniieieriesieete e 1,752 1,691
Oher TeAIl ......cvoveeeececee e 1,599 1,544
Total RWA subject to FIRB® approach............cccooceeveeeeveeeeenn. 28,217 27,242
Specialized lending exposures subject to slotting criteria®............... 3,128 3,020
Subject to Standardized approach:

COTPOTALE ..ottt ettt ettt sttt st ettt et eatesbe et sne 3,177 3,067

BanK ..o e 3 3

Residential MOTtZage.......ceeeverveeierieeieniieienieie e 543 524

Other TETAT1 ....oiiiiieiiiie e 3,364 3,248

ONET oottt 2,861 2,762
Total RWA subject to Standardized approach.......................... 9,948 9,604
Credit risk RWA for Securitization eXpoSures.............ccce.evevreeunne. 1,157 1,117
Total Credit risk RWA ... 42,450 40,983
Equity exposures RWA ........coouoiirieiieieeeeceeieeieeee s 1,981 1,912
Market risk RWA ..ot 3,971 3,834
Operational tisk RWA........cccoiiiiiieieeeecceeee e 7,289 7,037
APRA scaling factor (6%) applied to IRB exposures ...................... 1,692 1,634
TOA RWA ..o 57,383 __ 55400
Capital ratios
MBL Group Tier 1 capital ratio (%0) ....cccceveererienieerienieienceniene 10.7 10.7
MBL Group Total capital ratio (%0)......ccceeveremererenenenenerereenes 12.4 12.4

Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2011, which
is US$1.0358 per A$1.00. See “Exchange Rates” for further information on the historical rates of exchange between the Australian dollar
and the US dollar.

Corporate includes A$178 million for exposures to the Non-Banking Group (March 31, 2010: A$393 million).

Specialized lending exposures subject to supervisory slotting criteria are measured using APRA determined risk weightings.
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SELECTED FINANCIAL INFORMATION

The summary consolidated statement of financial position data as at March 31, 2011, 2010 and 2009 and
income statement data for the fiscal years ended March 31, 2011, 2010 and 2009 presented below have been derived
from our audited financial statements for 2011, 2010 and 2009. These financial statements have been prepared in
accordance with AGAAP, which also complied with International Financial Reporting Standards as issued by the
International Accounting Standards Board. See “Financial information presentation” in this Report for further
information.

The historical information in the following tables has been extracted from our historical financial statements.

Income statements
Year ended
Mar 2011 Mar 2011  Mar 2010  Mar 2009
ussm* A$m A$m A$m

Net INterest iNCOME .......oovvviiieiieieeieeeeieeeeeeee e 1,710 1,651 1,325 965
Fee and commission iNCOME..........c.ceeevvvuvvieeeviinneeeennn. 1,354 1,307 1,036 995
Net trading iNCOME .......ccevvererereirieiereeeesesereeeeene 1,325 1,279 1,237 1,545
Share of net profits/(losses) of associates and joint

ventures accounted for using the equity method........ 47 45 7 98
Other operating income and charges ...........cc.c.cvcu...... 531 513 47 (534
Net operating inCome............ccooveeeeeeveeceeeeeeeeee 4,967 4,795 3,652 3,069
Employment eXpenses .........ccccecvereenieneeneneeneneeniennnen (1,609) (1,553) (1,089) (887)
Brokerage and commission €Xpenses ...........ecveevvenvennen. (693) (669) (548) (509)
OCCUPANCY EXPEINSES...vverrrrrrerrrererrrerseerenseeaesseesenseenss (144) (139) (122) (101)
Non-salary technology eXpenses ..........ccoceeeververrennnennn. (102) (98) (88) (75)
Other operating eXpenses.........coevrvevererrereererereeesserenns (1,275) (1,231) (1,043) (872)
Total Operating EXPENSES...........oveeeveeeereeeereeerereeseeane (3823)  (3,690)  (2,890) (2444
Operating profit beforeincometax...........ccoccocveurnene 1,144 1,105 762 625
Income tax (expense)/benefit.............occcvverererererennnns (282) (272) (65) 32
Profit after income tax 863 833 697 657
Profit from discontinued operations after income tax... - - - -
Profit from ordinary activities and discontinued

operations after incometax.........ccccevvevveveveennnnne. 863 833 697 657
Profit attributable to non-controlling interests.............. “4) 4 (13) 43)
Profit attributable to equity holders of Macquarie

Bank Limited......c.ocoiveineiniiniiiiccecnecnene 859 829 684 609
Distributions paid or provided on Macquarie Income

SECUITHIES ...t 27) (26) (21 (33)
Profit attributableto ordinary equity holders of

Macquarie Bank Limited ...........ccoocooovveverrveernenne. 832 803 663 576

! Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2011, which

is US$1.0358 per A$1.00. See “Exchange Rates” for further information on the historical rates of exchange between the Australian dollar
and the US dollar.

20
SY142620v.15



Statement of financial position

Asat
Mar 2011 Mar 2011 Mar 2010 Mar 2009
ussm* A$m A$m A$m

ASSETS
Cash and balances with central banks - - - 141
Due from financial inStitutions .............ccecvevereneieieiecieniesese e 7,850 7,579 6,490 10,169
Cash collateral on securities borrowed and reverse repurchase

AGTECINCIILS ...ttt ettt sttt eene e 7,684 7,418 6,084 4,534
Trading portfolio @SSELS.......cuvurururueuiueririreeteieieee st 14,939 14,423 11,324 8,772
Loan assets held at amortized cost .. 47,007 45,382 43,794 43,922
Other financial assets at fair value through profit or loss.................. 10,987 10,607 7,125 5,541
Derivative financial instruments — positive values............cccccceeeenee 21,902 21,145 21,540 27,335
Other assets .. 7,084 6,839 6,567 4,341
Investment securities available-for-sale.............cocoovveeviieieeiecneenenn, 15,540 15,003 16,761 14,544
INtANGIDIE ASSELS ....cuvirviiiiririee e 897 866 948 337
Life investment contracts and other unit holder investment

ASSCLS .euvverrerirtetestettrt ettt ettt ettt ettt ettt b ettt sttt ettt s 5,243 5,062 4,854 4,314
Due from related MGL entities.........ccocvevveeieieeerierierieriesieenens 2,530 2,443 2,391 4,647
Interest in associates and joint ventures accounted for using the

eqUity MEthOd .....cveviiiiieieiecc e 887 856 915 1,571
Property, plant and eqUIPmMeNt ..........cocecevuerirrererierineineiseeseeeeene 2,448 2,363 893 88
Deferred income tax assets 389 376 373 93
Non-current assets and assets of disposal groups classified as

REIA-FOT=SALE ..........oeveeeeeeeeeee e - - 51 56
TOLAl ASSELS.....ooveoeeeeecee e 145,387 140,362 130,110 130,405
LIABILITIES
Due to financial iNSttUIONS .......ocvevveeeieieieiereieeeetee e 1,637 1,580 2,167 3,264
Cash collateral on securities lent and repurchase agreements........... 6,321 6,103 7,201 3,881
Trading portfolio liabilities ...........ceueeririeieerininieieccceeeeseee 5,937 5,732 4,921 1,980
Derivative financial instruments — negative values.. . 22,223 21,455 21,634 27,273
DIEPOSIES ..ttt ettt ettt ettt ettt ne e 36,363 35,106 22,288 21,603
Debt issued at amortized COSt........covevvevvevuieriiiiire et 38,266 36,943 39,408 48,270
Other financial liabilities at fair value through profit or loss . 3,013 2,909 2,625 3,878
Other Habilities ....c.eeveieiirieiirieiirieeeieeee e 7,730 7,463 6,727 4,001
Current tax HabIlties .......coevererirerieiieeieeeie e 69 67 76 111
Life investment contracts and other unit holder liabilities ................ 5,236 5,055 4,864 4,312
Due to related MGL entities........cccevveveerierereeeneieieieeeseeeene 6,703 6,471 8,008 3,332
PIOVISIONS ...ttt eee 83 80 71 76
Deferred income tax liabilities...................... 407 393 273 72
Liabilities of disposal groups classified as held-for-sale - - 9 -
Total liabilities excluding loan capital .................... . 133,988 129,357 120,272 122,053
L 0AN CAPILAl ....voveeeeiiiieieeieeece e
Subordinated debt at amortized COSt.........covevvevveereeeeieeeieieeeeereenene 1,481 1,430 905 1,491
Subordinated debt at fair value through profit or loss.............ccc.c...... 484 467 499 451
Total 108N CAPILal ..........c..oveeeeeeeeeeeeeee e 1,965 1,897 1,404 1,942
TOtal iADIItIES ...vvvovveeeeeeee s 135,953 131,254 121,676 123,995
NEL BSSELS ....oocvvvvoreveooeeeess s esss s 9434 9,108 8,434 6,410
EQUITY
CONtribULEd EQUILY ...cvvieieiieieicicee e
Ordinary share capital 7,644 7,380 6,595 4,560
Treasury shares.................. - - - -
Macquarie INCOmMe SECUTItIES........cerveirieririeririetieieieieieiesee e 405 391 391 391
RESEIVes.....coveerveeieiieenene (452) (436) (170) (201)
Retained earnings.................. 1,762 1,701 1,533 1,250
Total capital and reserves attributable to ordinary equity

holders of Macquarie Bank Limited.........c.ccccoeeeninireeccnnninnnes 9,359 9,036 8,349 6,000
NON-CONrOLlING INEIESES..........vvoevererreeererierreessesseeesesseeeesssesseseses e 75 72 85 410
TOtAl QUILY ...ovveeiieeieiee et 9,434 9,108 8434 6,410
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Other financial data

Asat
Mar 2011 Mar 2010 Mar 2009

Ratios

Net loan losses as a percentage of 10an assets(%)” ........coovreerrernnnn. 0.4 0.8 1.7
Ratio of earnings to fixed charges’ .............ccoccooevvevveeeereeesesrsrnes 1.3x 1.3x 1.1x
EXpense/income Tatio(%6)* .........oveveeeeeeoeeeeeeeeeeeeeeeeeeeeee e 77.0 79.1 79.6
Tier 1 regulatory capital adequacy ratio(%6) ......ccevververueereneenieneennns 10.7 11.5 11.4
Total regulatory capital adequacy ratio(%).......cccevveereererceenerceeniennnnn 12.4 13.3 14.4

and the US dollar.

relation to these entities is largely mitigated by credit insurance. Loan losses in these vehicles are not material.

non-controlling interests. Fixed charges consist of interest costs plus rental payments under operating leases.

Total operating expenses expressed as a percentage of net operating income.
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Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2011, which
is US$1.0358 per A$1.00. See “Exchange rates” for further information on the historical rates of exchange between the Australian dollar

Net loan losses as a percentage of loan assets excludes amounts relating to mortgage securitization special purpose entities. Our exposure in

For the purposes of computing ratios, earnings consist of net profit before interest costs, operating lease rental payments, income tax and



MACQUARIE BANK LIMITED
Overview

MBL is an APRA regulated ADI headquartered in Sydney, Australia and is a wholly owned subsidiary of MGL.
As a provider of banking, financial, advisory, investment and funds management services, MBL is a primarily
client-driven business which generates income by providing a diversified range of products and services to clients.
MBL Group acts on behalf of institutional, corporate and retail clients and counterparties around the world.

At March 31, 2011, MBL employed over 6,100 staff, had total assets of A$140.4 billion and total equity of
A$9.1 billion. For the 2011 fiscal year, our net operating income was A$4.8 billion and profit after tax attributable
to ordinary equity holders was A$803 million. As at March 31, 2011, MBL conducted its operations in 19 countries,
with 34% of MBL Group’s revenues from external customers derived from regions outside Australia. See
“Macquarie Bank Limited — Our business — Regional activity” below for further information.

MBL’s ordinary shares were listed on ASX from July 29, 1996 until the Restructure in November 2007. Prior
to the Restructure, MBL was a widely held ASX-listed public company and engaged in certain investment banking
activities through Macquarie Capital. On November 19, 2007, when the Restructure was completed, MBL became
an indirect wholly owned subsidiary of MGL, a new ASX-listed company, and MBL Group transferred to the
Non-Banking Group most of the assets and businesses of Macquarie Capital, and some less financially significant
assets and businesses of the former Equity Markets group (now part of Macquarie Securities) and Treasury &
Commodities (now part of Fixed Income, Currencies & Commodities). Although MBL’s ordinary shares are no
longer listed on ASX, MBL’s Macquarie Income Securities continue to be listed on ASX and, accordingly, MBL
remains subject to the disclosure and other requirements of ASX as they apply to companies with debt securities
listed on the ASX.

MBL’s registered office is 25 National Circuit, Forrest, Australian Capital Territory, ACT, Australia. Its
principal place of business is Level 7, No. 1 Martin Place, Sydney, New South Wales 2000, Australia. The
telephone number of its principal place of business is +612-8232-5006.

Recent Board and management changes

On March 17, 2011, MGL and MBL announced that effective March 17, 2011, the Chairman, David Clarke,
had resigned as a member of the MGL and MBL Boards due to ill health. The Lead Independent Director, Kevin
McCann, was appointed as Chairman of the Boards of both MGL and MBL. Kevin McCann served as acting
Chairman of MGL and MBL from November 27, 2008 to August 30, 2009 when Mr. Clarke took a leave of
absence.

On April 29, 2011, MGL Group announced that Diane Grady had been appointed to the MGL and MBL
Boards, effective May 19, 2011. Ms. Grady has served on multiple boards including Woolworths Limited (1996-
2010), Goodman Group (1997-2010), Lend Lease (1994-2002) and MLC (1996-2002), and is currently a director of
Bluescope Steel Ltd. Previously, she was a partner at McKinsey & Company where she spent 15 years consulting to
clients in a broad range of industries on strategic and operational issues. She was a leader of the firm’s global
Organization and Change Management Practice and headed the Consumer Goods, Retailing and Marketing Practice
in Australia. Ms. Grady holds an MBA from Harvard Business School and a Masters in Chinese Studies from the
University of Hawaii.

On April 7, 2011, MGL and MBL announced that the Executive Chairman of Macquarie Capital and Macquarie
Securities, Michael Carapiet, will retire in July 2011. Roy Laidlaw, the Group Head of Macquarie Capital and
Macquarie Securities, was appointed Executive Chairman of Macquarie Securities and will continue in his capacity
as Group Head of Macquarie Capital. Stevan Vrcelj, the Head of Cash Equities, was appointed Group Head of
Macquarie Securities.
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Organizational structure

MBL is an indirect wholly owned subsidiary of MGL and forms part of the Banking Group. MBL comprises
five operating groups: Fixed Income, Currencies & Commodities; Macquarie Securities (excluding the Cash
division); Banking & Financial Services; Corporate & Asset Finance and Macquarie Funds (excluding the
Macquarie Infrastructure and Real Assets division). MBL Group also has one division: Real Estate Banking.

MGL Group provides shared services to both the Banking Group and the Non-Banking Group through the
Corporate segment. The Corporate segment is not considered an operating group and comprises four central
functions: Risk Management, Corporate Affairs, Group Legal and Information Technology. Shared services
include: Risk Management, Finance, Information Technology, Group Treasury, Settlement Services, Equity
Markets Operations, Human Resources Services, Business Services, Company Secretarial, Media Relations,
Corporate Communications and Investor Relations Services, Taxation Services, Business Improvement and Strategy
Services, Central Executive Services, Other Group-wide Services, Business Shared Services, and other services as
may be agreed from time to time.

MBL and MGL have corporate governance and policy frameworks that meet APRA’s requirements for ADIs
and NOHC:s, respectively. The Banking Group and the Non-Banking Group operate as separate sub-groups within
MGL with clearly identifiable businesses, separate capital requirements and discrete funding programs. For further
information on MGL and MBL’s liquidity and funding, see the discussion under “— Liquidity”. Although the
Banking Group and the Non-Banking Group operate as separate sub-groups, both are integral to MGL Group’s
identity and strategy as they assist MGL Group in continuing to pursue value adding and diversified business
opportunities while meeting its obligations under APRA rules.
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The following diagram shows our current organizational structure of MGL Group, and reflects the composition

of the Banking and Non-Banking Groups, following the changes described in this Report under “— Internal
reorganizations of operating groups”.
m Non-Operating Holding Company (NOHC) . imited
® Non-Banking Group business Macquarie Grqup Limite
- 3 Board of Directors
Banking Group business
O Central functions Macquarie Bank Limited
Board of Directors
Macquarie Group Limited ‘
Managing Director and CEO
MBL Managing Director and
CEO and Group Deputy MD
Macquarie Fixed Income, Macquarie Banking & Corporate
Securities Currencies & Funds Financial & Asset
Commodities Services Finance

Risk Management

Corporate Affairs e

Group Legal

Information Technology

As of April 2011, the Real Estate Banking division is no longer included in MGL Group's organisational chart above, reflecting the reduced
size of this business following the transfer of the real estate lending and development finance business to Corporate & Asset Finance in July
2010, as well as the transfer of certain unlisted funds management products to Macquarie Funds in November 2010.

MGL and MBL will continue to monitor and review the appropriateness of the MGL structure, including the
provision of shared services. From time to time, the optimal allocation of our businesses between the Banking
Group and the Non-Banking Group and within the Banking Group and the Non-Banking Group may be adjusted and
we may make changes in light of relevant factors including business growth, regulatory considerations, market
developments and counterparty considerations.

Our key strengths

We believe our profitability, the diversification of our businesses and our geographic spread has been supported
by the following key strengths:

e Leading Australian and strong international franchise. We are a leading Australian financial services
firm that provides diverse financial services in Australia, with particular strengths in funds
management, securities, foreign exchange, energy and commodities trading. This has created a strong
base for our domestic and international growth and diversification. Over the last five years, we have
significantly increased the amount of business we conduct outside of Australia and have transformed
from a leading Australian financial services firm growing internationally into a global provider of
diversified financial services headquartered in Australia. See “Macquarie Bank Limited— Our history
and evolution” below for further information.
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Srong brand and reputation. We believe our business successes have resulted in us achieving a level
of recognition for quality, integrity and innovative products and services that has been an important
element in our ability to maintain, grow and diversify our businesses.

Diversified earnings. Our diversified earnings base has been an important factor in our successful
growth. MBL Group’s diverse sources of income include the following:

¢ Feeand commission income, including:

e Brokerage and commission income from brokerage fee income from Banking & Financial
Services, as well as brokerage revenues in futures execution and clearing markets from Fixed
Income, Currencies & Commodities;

e Funds management fee income (including base fees, which are ongoing fees generated from
funds management activities, and performance fees, which are earned when the funds
outperform predetermined benchmarks) from Macquarie Funds and Banking & Financial
Services;

e Other fee and commission income from the Macquarie Wrap and other administration fee
income from Banking & Financial Services, and structuring fee income from Macquarie
Funds’ structured financial products; and

e Income from life investment contracts and other unitholder investment assets from the
provision of life insurance by Macquarie Life and True Index income earned on funds
managed by Macquarie Funds.

e Trading income generated predominately through client trading activities and products issued by
Macquarie Securities and Fixed Income, Currencies & Commodities;

e Interest income earned on residential mortgages, loans to Australian and Canadian businesses,
loans on capital protected products and credit cards of Banking & Financial Services, interest
income on trading assets from Fixed Income, Currencies & Commodities and Macquarie
Securities, and leasing and asset financing activities of Corporate & Asset Finance;

e Other income from the sale of asset and equity investments, gains on the deconsolidation of
controlled entities, operating lease income, dividends and distributions; and

e Equity accounted income from principal investments in assets and businesses where significant
influence is present.

Geographic diversity. As at March 31, 2011, we employed over 6,100 people in 19 countries. Of
those staff, approximately 43% were located in offshore markets. As MBL Group has expanded, we
have applied the resources and experience of a global organization to our understanding of the local
environment in the countries in which we operate.

Ability to adapt to change. Over time, we have demonstrated an ability to adapt to changing market
conditions, seeking to take advantage of new opportunities as they arise. Recent changes to MBL
Group’s business mix include increased corporate lending, expanded leasing activities, expanded funds
management activities, expanded trading activities across new geographies, new business structures
and expanded product offerings. As a result of market conditions, we have also taken advantage of
several acquisition opportunities which we believe have strengthened our product offering and global
presence. We believe that these acquisitions complemented our existing expertise in areas such as
lending and leasing, energy, and funds management and demonstrated our track record of successfully
integrating new businesses. For further details of significant acquisitions see, “Macquarie Bank
Limited — Our history and evolution” below.
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e  Sdective approach to growth and diversification. In addition to adapting our existing businesses and
expanding organically, we actively seek to diversify and grow our businesses in selective areas of
expertise. We believe that our strategy of expanding selectively, seeking only to enter markets where
our particular skills or expertise deliver added value to clients, maximizes our potential for success and
is intended to minimize unexpected losses or reputational impacts as we seek to grow and diversify.

e Experience managing growth and diversity. The experience of our management team in managing our
growth and diversification have been important to our success in realizing the benefits and controlling
the risks associated with undertaking varying businesses, developing scale and growing in new and
existing geographic regions.

e Business focus on feeincome. Our main business focus is providing services to our clients rather than
engaging in principal activities. While several of our businesses have and expect to continue to
undertake principal investments as part of their funds management strategies, our main focus is on
generating management fees, not assuming significant principal exposure.

e Srong capital position. MBL is regulated as an ADI by APRA and, as a result, is subject to APRA’s
capital adequacy requirements. At March 31, 2011, MBL had a Tier 1 capital ratio of 10.7% and a
total capital ratio of 12.4%. MBL Group continues to monitor regulatory and market developments in
relation to liquidity and capital management, as discussed below under “Regulation and supervision”.

¢ Risk management. Managing risk is an integral part of our business, and we believe strong prudential
management has been key to our success. Where we assume risk, we do so in what we believe to be a
calculated and controlled framework. Our risk management framework is described in Note 41 to our
2011 annual financial statements and in the “Risk Management Report” in the extracts from the 2011
Annual Report of MGL incorporated by reference herein. While our approach to risk is embedded
across all business units, Risk Management manages the key risks applicable to the entire MGL Group
along the following principles:

e Independence. Risk Management assesses and monitors risks for the entire MGL Group, is
independent of the operating groups and is required to approve all major risk acceptance decisions.

e Centralized risk management. Risk Management’s MGL Group-wide responsibilities (including
for MBL) enable it to assess risks from the perspective of the entire MGL Group and allow it to
apply a consistent approach across all operating areas.

e Approval of new business activities. Operating groups are required to consult with Risk
Management before undertaking new businesses or activities, offering new products or entering
new markets. Risk Management’s responsibility is to identify, quantify and assess the likely risks
and establish prudential limits that, where appropriate, are approved by our Executive Committee
and Board.

e Continuous assessment. Risk Management’s responsibilities include the ongoing review of the
risks that our businesses are exposed to in order to account for changes in market circumstances
and to our operating groups.

e Freguent monitoring. Risk Management uses centralized systems to monitor credit and market
risks daily and liaise with operating groups and supporting divisions.

Our strategy

Our strategy is to focus on the medium term and is built on providing services to clients, aligning the interests
with shareholders, investors and staff, what we believe is a conservative approach to risk management, growth and
evolution, operations that are diversified by business and geography, and an ability to adapt to change. This
approach provides the flexibility to enter into new business sectors and regions as opportunities emerge and to
expand our existing businesses in selective areas of expertise.

27
SY142620v.15



We seek to encourage growth and diversity by allowing strategy to be driven in the individual businesses at the
operating level. However, equity, credit, market, liquidity, compliance and operational risks are centrally managed
by the centralized Risk Management group, whose responsibility is to implement appropriate assessment and
management policies in respect of these risks throughout MGL Group. MBL applies this existing strategy and risk
management framework across MBL Group.

Our business has always evolved and changed to adapt to market conditions. We continually examine
investment opportunities and have undertaken a number of strategic acquisitions in response to changing market
conditions and opportunities that have been presented to us. See “— Our history and evolution” for further
information about our acquisitions in the 2011 fiscal year. We expect to continue to assess strategic acquisition and
merger opportunities and other corporate transactions as they arise, along with exploring opportunities for further
organic growth in our existing and related businesses as an avenue of growth and diversification for MBL Group in
the medium term.

Across our international operations, the strategy focuses on building a global platform, through both
acquisitions and organic growth, which we believe will enable us to offer a comprehensive range of MBL products
to clients around the world and identify MBL as a global specialist in our key areas of expertise. See “Macquarie
Bank Limited — Our business — Regional activity” below for further information on MBL’s performance across its
key geographical regions.

Our history and evolution

MBL Group, the predecessor of MGL Group, has its origins as the merchant bank Hill Samuel Australia
Limited, created in 1969 as a wholly-owned subsidiary of Hill Samuel & Co. Limited, London. We obtained an
Australian banking license as MBL in 1985 and in 1996, MBL was publicly listed on the ASX.

MBL’s ordinary shares were listed on ASX from July 29, 1996 until the Restructure in November 2007. Prior
to the Restructure, MBL was a widely held ASX-listed public company and engaged in certain investment banking
activities through Macquarie Capital. On November 19, 2007, when the Restructure was completed, MBL became
an indirect subsidiary of MGL, a new ASX-listed company, and MBL Group transferred to the Non-Banking Group
most of the assets and businesses of Macquarie Capital, and some less financially significant assets and businesses
of the former Equity Markets group (now part of Macquarie Securities) and Treasury & Commodities (now part of
Fixed Income, Currencies & Commodities). The activities not transferred to the Non-Banking Group upon the
Restructure formed part of the Banking Group or MBL. As MGL is the successor to MBL Group’s businesses, the
historical financial statements of MBL Group reflect the historical results of operation and financial condition of
MGL Group’s businesses.

Since listing, MBL has diversified its operations by business line and geography through a mix of organic
growth and strategic acquisitions, including but not limited to the acquisition of the Bankers’ Trust Australia
Investment Banking business in the 1999 fiscal year.

In light of opportunities that emerged from the global financial crisis and ensuing market conditions, MBL has
recently made a number of strategic acquisitions which complemented existing operations and strengthened its
global platform. These included but were not limited to the following:

e the acquisition of Constellation Energy in the 2009 fiscal year, which enhanced Fixed Income,
Currencies & Commodities’ position within the North American natural gas market;

e the acquisition of Blackmont in the 2010 fiscal year, which expanded Banking & Financial Services’
wealth management business in Canada and provided Canadian retail distribution capabilities for
MBL’s product offerings;

e the acquisition of Delaware Investments in the 2010 fiscal year, which enhanced Macquarie Funds’
global asset management capability;
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e the acquisition of Sal. Oppenheim’s equity derivatives and structured products business in the 2011
fiscal year, which complement Macquarie Securities’ existing Asian derivatives platform;

e the acquisition of the Ford Credit and GMAC portfolios in the 2010 and 2011 fiscal years, which
enhanced Corporate & Asset Finance’s motor vehicle leasing portfolio; and

e the acquisition of the ILFC aircraft operating lease portfolio in the 2011 fiscal year, which enhanced
Corporate & Asset Finance’s portfolio and the Macquarie Aviation Finance business.

For further information on the integration of these businesses into our existing operating groups, see the
discussion below under “— Operating groups” and for further information on the impact of these acquisitions on our
results of operation and financial performance in the 2011 and 2010 fiscal years, see “Financial information
presentation — Impact of acquisitions on the 2011 and 2010 fiscal years” above.

In addition to these strategic acquisitions, organic growth initiatives, particularly in the 2010 and 2011 fiscal
years, such as the hiring of individuals and teams with extensive experience in targeted industries, added greater
regional depth to key businesses. This allowed many of our businesses to expand their product offerings
internationally. See “Management’s discussion and analysis of results of operation and financial condition —
Trading conditions and market update — Impact on MBL Group” below for further information.

For further information on regional growth during the 2011 fiscal year, see “— Our business — Regional
activity” below for further information.

Our business

Overview of MBL Group

At March 31, 2011, MBL had total assets of A$140.4 billion and total equity of A$9.1 billion. For the year
ended March 31, 2011, our net operating income was A$4.8 billion and profit after tax attributable to ordinary
equity holders was A$803 million, with 34% of MBL Group’s revenues from external customers derived from

regions outside Australia.

The tables below show the relative revenues from external customers and profit contribution of each of our
operating groups in the years ended March 31, 2011 and 2010:

Revenues from external customers of MBL Group by operating group for the years
ended March 31, 2011 and 2010"

Year ended
Mar 11 Mar 10 M ovement
A$m A$m %

Fixed Income, Currencies &

CommOdIti€S......cveevveeieeiiiieeeeeeeeieeeeeeennn 1,845 1,790 3
Macquarie Securities (excluding the Cash

AIVISION) ..vviiceriieieececeieeeeee e 307 489 (37)
Banking & Financial Services...................... 2,528 2,242 13
Macquarie Funds (excluding the Macquarie

Infrastructure and Real Assets division).. 1,050 1,135 7
Corporate & Asset Finance ............ccoceeneee. 1,499 1,026 46
Real Estate Banking .........ccccceevveveerveeneennenne. 71 100 29)
Macquarie Capital® ............coccovrveeeeeeeenene. 4 5 (20)
Total revenues from external customers

by operating group .......c.cccooevevevevenennn. 7,304 6,787 8
COTPOTALE™ ... 1,339 956 40
Total revenues from external customers.. 8,643 7,743 12
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Profit contribution of MBL Group by operating group for the years ended March 31, 2011 and 2010*

Year ended
Mar 11 Mar 10 Movement
A$m A$m %

Fixed Income, Currencies &

CommOAIties ....cccverveerrererieeienieeieereniens 549 736 (25)
Macquarie Securities (excluding the

Cash diviSiOon) ......ccecereeeienierieneeieneeiene (132) 116 (213)
Banking & Financial Services ...........cccceuu.... 278 268 4
Macquarie Funds (excluding the

Macquarie Infrastructure and Real

Assets diVISION) ....c.ecveeveriiecieieeieseeienen 249 92 171
Corporate & Asset Finance... 505 250 102
Real Estate Banking...........cocceccevevincncnenncns (40) (149) 73
Macquarie Capital® ...........ocovoveeeeeeeereennn. (1) (50) 98
Total contribution to profit by

OPErating group........cccoeveveveveeeereennens 1,408 1,263 12
COTPOTALE” ... (605) (600) €))
Net profit after taX........co..covvveerveerreerrnnnn. 803 663 21

For further information on our segment reporting, see “Management’s discussion and analysis of results of operations and financial
condition — Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment overview” and Note 3 to our 2011 annual
financial statements.

Macquarie Capital as reported for MBL Group comprises certain less financially significant businesses of Macquarie Capital that were not
transferred to the Non-Banking Group in connection with the Restructure.

The Corporate segment includes earnings on capital, group treasury operations, certain corporate costs not recharged to operating
businesses, employment related costs, options expense, income tax expense, profit attributable to non-controlling interests and internal
management accounting adjustments and charges. Revenues from external customers reflected above for the Corporate segment represent
net interest income on deposits held with external banks.
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Regional activity

At March 31, 2011, MBL Group employed over 6,100 staff globally and conducted its operations in 19
countries.

In the 2011 fiscal year, MBL Group continued to increase diversity by geography. The chart below shows
MBL Group’s revenues from external customers by region in the 2011 and 2010 fiscal years.

Revenues from external customers of MBL Group® by region for the year ended March 31, 2011

For further information on our segment reporting, see “Management’s discussion and analysis of results of operations and financial
condition — Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment overview” and Note 3 to our 2011 annual
financial statements.

Staff seconded to joint venture not included in official headcount (South Africa: Macquarie First South, Moscow: Macquarie Renaissance).

Australia. MBL Group has its origins as the merchant bank Hill Samuel Australia Limited, created in 1969 as a
wholly-owned subsidiary of Hill Samuel & Co. Limited, London, and began operations in Sydney in January 1970
with only 3 staff. As at March 31, 2011, MBL Group employed over 3,500 staff across Australia. In the 2011 fiscal
year, Australia contributed A$5.7 billion (66%) of our revenues from external customers as compared to
A$4.9 billion (63%) in the 2010 fiscal year.

Americas. MBL Group has been active in the Americas for over a decade, when we established our first office
in New York in 1994, and has grown rapidly over the last two years, principally through acquisitions of Delaware
Investments, Blackmont and Constellation Energy, and the growth of our Energy Trading and Credit Trading
businesses. As at March 31, 2011, MBL Group employed over 1,900 staff across the United States, Canada and
Brazil. In the 2011 fiscal year, the Americas contributed A$1.6 billion (19%) of our revenues from external
customers as compared to A$1.1 billion (14%) in the 2010 fiscal year.

Asia. MBL Group has been active in Asia for more than 15 years, when we established our first office in Hong
Kong. As at March 31, 2011, MBL Group employed over 300 staff across China, Hong Kong, New Zealand,
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Indonesia, Japan, South Korea, Malaysia, Singapore and Taiwan. During the 2011 fiscal year, MBL continued to
expand the regional investment and product platforms of Macquarie Funds (excluding the Macquarie Infrastructure
and Real Assets division), Corporate & Asset Finance as well as Fixed Income Currencies & Commodities, which
had established an Asian regional “hub” in Singapore. In the 2011 fiscal year, Asia contributed A$238 million
(3%) of our revenues from external customers as compared to A$708 million (9%) in the 2010 fiscal year.

Europe, Middle East & Africa. MBL Group has been active in Europe since the late 1980s, in Africa since
2000 and the Middle East since 2005. As at March 31, 2011, MBL Group employed over 300 staff across the
United Kingdom, Germany, Austria, Switzerland and South Africa. In the 2011 fiscal year, Europe, Middle East &
Africa contributed A$1.1 billion (12%) of our revenues from external customers as compared to A$1.0 billion
(13%) in the 2010 fiscal year.

For further information on our segment reporting, see “Management’s discussion and analysis of results of
operations and financial condition — Year ended March 31, 2011 compared to year ended March 31, 2010 —
Segment overview” and Note 3 to our 2011 annual financial statements.

Operating groups
Fixed Income, Currencies & Commodities

Fixed Income, Currencies & Commodities is primarily in the Banking Group, however, it still has certain less
financially significant assets and businesses in the Non-Banking Group.

In the 2011 fiscal year, Fixed Income, Currencies & Commodities contributed A$549 million to MBL Group’s
net profit and as at March 31, 2011, had over 700 staff operating across 12 countries, with locations in Australia,
Asia Pacific, the Middle East, North and South America and the United Kingdom. For further information on Fixed
Income, Currencies & Commodities’ results of operation and financial condition for the year ended March 31, 2011,
see “Management’s discussion and analysis of results of operation and financial condition — Year ended March 31,
2011 compared to year ended March 31, 2010 — Segment analysis — Fixed Income, Currencies & Commodities”
in this Report.

Fixed Income, Currencies & Commodities is a client and counterparty driven business, offering risk
management services, trading in select physical commodities, financing and access to markets through specialization
in fixed income, currency and commodity markets. Fixed Income, Currencies & Commodities’ products and
services range from exchange traded futures, over-the-counter derivatives and customized risk management
solutions, physical supply and purchase agreements, equity and asset investments and other financing arrangements.
Clients are typically large producers or consumers of commodities, or those exposed to price movement risks in
interest rates, currencies and commodities, or funds and other financial institutions looking to invest in those
markets.

Fixed Income, Currencies & Commodities services its clients via regional hubs located in New York, London,
Houston and, more recently, Singapore, which houses the new Asian Markets business as well as representing the
agricultural commodities, currencies and energy businesses. MBL Group has also obtained a bank branch license in
Singapore and has been granted an extension of the Seoul bank branch license to include over-the-counter
derivatives. For further information on the Asian Markets business, see “— FICC Central” below. As a primarily
client and counterparty driven business, Fixed Income, Currencies & Commodities undertakes market making
activities and in doing so, acts as principal in accordance with predetermined limits.

Fixed Income, Currencies & Commodities comprises the following divisions:

Energy Markets. Energy Markets operates in London, Sydney, Melbourne, Houston, Calgary, Denver, New
York, Singapore, Seoul, Jakarta and Tokyo, providing products and solutions to a broad customer base across the
energy sector. Traded energy products include renewables, liquefied natural gas, natural gas and natural gas liquids,
and crude oil and refined products (including physical oil). Energy Markets also provides storage and transportation
services, and commodities based financing. Energy Markets serves clients and market participants including
producers, large industrials, airlines, utilities, wholesale marketers and aggregators. The division is also active in
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physical and financial gas and electricity trading in North America through its subsidiary, Macquarie Energy.
Macquarie Energy is ranked the number four physical gas marketer in North America. Energy Markets offers
energy services in Europe through the utility services business, providing power and gas services in select European
markets.

Metals and Energy Capital. Metals and Energy Capital operates in Sydney, Perth, London, New York,
Houston, Tokyo, Hong Kong, Calgary, Toronto and Vancouver, and provides financing for energy and metals
projects globally as well as metals trading and hedging services to producers, consumers and investors in base
metals and precious metals. Financing activities center on metals mining project finance, including debt and
mezzanine loans, equity, working capital facilities, acquisition facilities, royalties, convertible loans and
performance bonds. In energy financing, Metal and Energy Capital’s services span senior B loans, various forms of
debt finance, corporate restructuring and capitalization, and public and private equity. Metals related risk
management trading and hedging services are provided via 24-hour trading and price-making services in industrial
metals, bulk metals and precious metals. Metals and Energy Capital is an associate broker clearing member of the
London Metal Exchange and a full member of the London Bullion Market Association.

Agricultural Commodities. Agricultural Commodities is a global business, with staff based in New York,
London, Geneva, Sao Paolo, Ribeirao Preto, Singapore, Sydney and Melbourne. The division provides corporate
and institutional clients with trading, risk management and selected physical supply solutions in agriculture and
freight. The agricultural offering includes grain, sugar, coffee, cocoa, soybean complex, rapeseed/canola, palm oil,
ethanol, dairy products, livestock and meat, and pulp and paper. The division holds equity stakes in Lansing
Ethanol Services, LLC and Lansing Trade Group, both of which are active in physical ethanol trading in the United
States. Based in London, Singapore and Melbourne, the freight team provides bespoke risk management solutions
to ship owners, charterers and operators across all major vessel sizes.

Credit Trading. Credit Trading operates primarily in the United States via its team based in New York, but has
additional presence in London and Sydney. Credit Trading facilitates client transactions with institutional investors
and participates in markets for corporate debt securities, credit default swaps, syndicated bank loans, collateralized
debt obligations, asset-backed and mortgage backed securities and derivatives of these products. Credit Trading
focuses on the high-yield and distressed sectors and to compliment this focus, has expanded its U.S. activities to
include commercial mortgage finance and commercial mortgage backed securities. Other industry specialties
include healthcare, consumer/retail, energy/utilities, gaming/leisure, commodities/metals, infrastructure/transport
and telecoms. Staff from the former Emerging Markets division that specialized in emerging markets credit have
now moved to the Credit Trading division.

Fixed Income & Currencies. Fixed Income & Currencies provides currencies and fixed income trading and
hedging services to a range of corporate and institutional clients globally. The business offers 24-hour price making
in all major currency pairs via specialist sales and trading staff in Sydney, London, New York and Singapore, as
well as offering structured solutions and risk management hedging services. Additionally, Fixed Income &
Currencies offers retail and wholesale currency delivery and technology platforms. In fixed income markets, Fixed
Income & Currencies arranges and places primary debt for clients and provides secondary market liquidity in
Australian government, semi-government fixed income and inflation linked bond markets, as well as issuance
activities and interest rate risk management services via structured solutions and derivative based products. Staff
from the former Emerging Markets division that specialized in emerging markets currencies have now moved to the
Fixed Income & Currencies division.

Futures. Futures provides a full range of broking and clearing services to corporate and institutional clients,
with access to most major exchanges and memberships of many. Futures also provides futures services to other
divisions within Fixed Income, Currencies & Commodities. Futures offers broking (telephone and electronic) and
clearing services and makes extensive use of proprietary technology to provide clients customized execution and
clearing solutions, including direct market access and straight through processing. Futures operates from offices in
Sydney, Melbourne, Brisbane, London, New York, Chicago, Hong Kong and Mumbai.

Central. Central serves as an incubator for various non-division specific or early stage or cross-divisional
initiatives as well as housing various Fixed Income, Currencies & Commodities-wide services including:
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e Asian Markets, which was established in 2010 and is headquartered in Singapore, is predominantly a
corporate and institutional investor facing business focused on offering Asian currencies (spot,
forwards, non-deliverable forwards), corporate debt (local currency & G3 (US dollar, Euro and Yen),
private debt, credit default swaps, credit linked notes) and sovereign debt (interest rate swaps, options,
cross currency swaps, structured products) trading, and risk management services.

e Environmental Financial Products, which is active in originating/structuring emission reduction credits
from projects in China and Russia under the Kyoto Clean Development Mechanism and Joint
Implementation, and distributing these credits to compliance buyers in Europe, Australia, New Zealand
and Japan. Environmental Financial Products’ dedicated, environmental professionals are located in
Sydney, London, Hong Kong and Beijing, offering trading and client services with the benefit of
knowledge and experience located at the project source;

e Structured Commodity Finance, which offers services across agriculture, energy and metals including
revolving, working capital facilities secured by exchange traded commodities and also provides
repurchase-style physical transactions.  Additionally, Structured Commodity Finance provides
mezzanine debt, structured facilities or transactions in conjunction with other Fixed Income,
Currencies & Commodities divisions;

e new jurisdictions and branch initiatives; and
e joint-venture and alliances.
Sgnificant acquisitions and organic growth
There were no significant acquisitions in Fixed Income, Currencies & Commodities during the 2011 fiscal year.

During the 2011 fiscal year, Fixed Income, Currencies & Commodities continued to grow its global platform
organically through the establishment of the Asian Markets business.

Macquarie Securities (excluding the Cash division)

Macquarie Securities operates businesses across the Banking Group and Non-Banking Group. The Banking
Group’s activities are discussed in detail below. The Non-Banking Group’s activities comprise the Cash division,
which is a full-service institutional cash equities broker that also provides an equity capital markets service through
a joint venture with Macquarie Capital, which is also part of the Non-Banking Group.

Macquarie Securities contributed a net loss of A$132 million to MBL Group’s profit in the 2011 fiscal year and
as at March 31, 2011, had 88 staff operating across five countries, including Australia, Hong Kong, Singapore, the
United Kingdom and the United States. For further information on Macquarie Securities’ results of operation and
financial condition for the year ended March 31, 2011, see “Management’s discussion and analysis of results of
operation and financial condition —Year ended March 31, 2011 compared to year ended March 31, 2010 —
Segment analysis — Macquarie Securities” in this Report.

Macquarie Securities in MBL Group comprises the following division:

Derivatives DeltaOne Trading. The Derivatives DeltaOne Trading division combines MBL Group’s
institutional and retail derivatives, structured equity finance, arbitrage trading, synthetic product businesses and
global securities finance. Global securities finance includes capital management (cash and liquidity management

and interest rate and foreign exchange hedging), collateral management and securities borrowing and lending.

Macquarie Securities has also entered into a joint venture with Fixed Income, Currencies & Commodities to
provide Fixed Income, Currencies & Commodities related structured derivative products in Europe.

Sgnificant acquisitions and organic growth
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On April 6, 2010, Macquarie Securities completed the acquisition of Sal. Oppenheim’s equity derivatives and
structured products business. The combined acquisitions resulted in more than 90 new staff joining the Derivatives
DeltaOne Trading division across Switzerland and Germany. The acquisitions of Sal. Oppenheim’s Equity
derivatives and structured products business has grown Macquarie Securities’ derivatives coverage to include
market making and issuance operations on exchanges in Germany, Switzerland and Italy. The business commenced
issuing products in August 2010.

Banking & Financial Services

Banking & Financial Services is in the Banking Group and is the primary relationship manager for MBL
Group’s retail client base. Banking & Financial Services brings together MBL Group’s retail banking and financial
services businesses providing a diverse range of wealth management products and services to financial advisers,
stockbrokers, mortgage brokers, professional service industries and the end consumer.

Banking & Financial Services’ business strategy is to develop an integrated suite of advice, wealth management
and lending products and services, to build broader and more valuable client relationships.

Banking & Financial Services contributed A$278 million to MBL Group’s net profit in the 2011 fiscal year and
as at March 31, 2011 had over 3,200 staff operating across nine countries, including Australia, Canada, United
Kingdom, New Zealand, India and Singapore.

Cash deposits continued to be a major focus of Banking & Financial Services, with retail cash deposits growing
from A$15.5 billion as at March 31, 2010 to A$26.6 billion at March 31, 2011. This was primarily due to the
conversion of the A$9.6 billion CMT accounts to the CMA in July 31, 2010 following a meeting of unitholders who
voted to transition their holdings to take advantage of the security of a bank account, a higher interest rate, the
Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme and the convenience of maintaining
their same account numbers.

The division also offers the Macquarie Australian Wrap platform, which had A$22.7 billion in funds under
administration at March 31, 2011. See “— Funds management business”. For further information on Banking &
Financial Services’ results of operation and financial condition for the year ended March 31, 2011, see
“Management’s discussion and analysis of results of operation and financial condition — Year ended March 31,
2011 compared to year ended March 31, 2010 — Segment analysis — Banking & Financial Services” in this
Report.

Banking & Financial Services comprises the following seven divisions:

Macquarie Adviser Services. Macquarie Adviser Services manages relationships with external financial,
insurance and mortgage intermediaries and provides sales service and product management of in-house and external
products including retail superannuation, mortgages, investment lending, Macquarie Life insurance, Coin financial
planning software and outsourced paraplanning. The division includes the A$14.6 billion CMA and the Macquarie
Wrap administration service which had A$22.7 billion in funds under administration, respectively, at March 31,
2011.

Macquarie Direct. Macquarie Direct provides a range of consumer and financial products for clients in
Australia. This includes Macquarie credit cards, self directed stock broking through an online trading platform, and
cash products. The division manages a full range of credit card offerings ranging from low rate, low fee cards
through to premium. The business also offers a white label partnering capability.

Macquarie Global Investments. Macquarie Global Investments provides Banking & Financial Services with
product development capabilities for retail and wholesale investors globally. The division includes the Macquarie
Professional Series, Macquarie Private Portfolio Management, the Macquarie Pastoral Fund (which owns cattle,
sheep and crop properties throughout Australia’s eastern states), and the Macquarie Agricultural Funds Management
business which previously sat within Macquarie Funds.
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Macquarie Private Wealth. Macquarie Private Wealth maintains direct relationships with clients, offering a
range of services including full-service broking, strategic financial planning, executive wealth management, private
banking and private portfolio management. The stockbroking business is Australia’s leading full-service retail
stockbroker by market share and trading volumes, and Macquarie Private Wealth continues to grow its adviser base
as well as its client numbers. Macquarie Private Wealth currently has a 19.9% interest in online foreign exchange
company OzForex, which also has subsidiary outlets UKForex and Canadian Forex. Macquarie Private Wealth has
a strategic partnership with WHK, a listed Australasian financial services company and a member of Horwath
International, and collaborate on product distribution in the Australian market.

Macquarie Relationship Banking. Macquarie Relationship Banking provides innovative banking services to
small to medium-sized businesses, professionals and high net worth individuals in Australia, Canada and the United
Kingdom. Banking services include finance for business growth, business and property acquisition and succession
planning. The business also provides deposit facilities and payment collection systems to the professional services
sector. Other core activities include financing business insurance premiums and providing flexible lending facilities
to active property investors. Macquarie Relationship Banking also provides Premium Funding services.

BFS Europe and Asia. BFS Europe and Asia is responsible for expanding the Banking & Financial Services
business into the Asian, United Kingdom and European markets. It has a joint venture agreement with the Indian
company Religare to offer advice and wealth management solutions to high net worth investors in India. BFS
Europe and Asia also recently established a Private Wealth business in Singapore and is planning to expand into
other Asian Markets. In November 2010, Banking & Financial Services announced that it was withdrawing its
premium platform service from the United Kingdom.

BFS North America. BFS North America is responsible for Banking & Financial Services banking, premium
funding and Macquarie Private Wealth Canada in the North American market. BFS North America also operates
our Canadian Mortgages business.

Sgnificant acquisitions and organic growth

There were no significant acquisitions in Banking & Financial Services during the 2011 fiscal year. Banking &
Financial Services continued to build its client base, particularly in Australia and Canada through a range of growth
initiatives, including launching Macquarie EquityPlus, an investment product tailored for the Canadian retail market.
Macquarie Private Wealth Canada increased its adviser numbers by 10% during the 2011 fiscal year, and Canadian
client assets also grew 18% over the period, from C$8.3 billion as at March 31, 2010 to C$9.8 billion as at
March 31, 2011.

Macquarie Funds (excluding the Macquarie I nfrastructure and Real Assets division)

Macquarie Funds operates businesses across the Banking Group and the Non-Banking Group. The Banking
Group’s activities are discussed in detail below. The Non-Banking Group’s activities comprise the Macquarie
Infrastructure and Real Assets division, which manages a range of infrastructure and real estate funds. In the
Banking Group, Macquarie Funds is a full service asset manager, offering a range of capabilities and products
including investment management, infrastructure and real asset management and fund and equity based structured
products. With a strong client focus, disciplined investment processes and proven success in product innovation,
Macquarie Funds has built a strong reputation as a leading provider of investment solutions on a global scale.

Macquarie Funds contributed A$249 million to MBL Group’s profit in the 2011 fiscal year and as at March 31,
2011 had over 1,000 staff operating across 10 countries, including Australia, the United States, the United Kingdom
and Hong Kong.

As at March 31, 2011, Macquarie Funds had Assets under Management of A$305.1 billion. For further
information on Macquarie Funds’ results of operation and financial condition for the year ended March 31, 2011,
see “Management’s discussion and analysis of results of operation and financial condition — Year ended March 31,
2011 compared to year ended March 31, 2010 — Segment analysis — Macquarie Funds” in this Report.
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In July 2010, MGL announced that Macquarie Capital Funds, formerly a part of Macquarie Capital, would
consolidate with and become an operating division of Macquarie Funds and was renamed Macquarie Infrastructure
and Real Assets. The consolidation created a single global asset management platform within MGL.

As part of the consolidation, Macquarie Funds was restructured into the following three divisions: Macquarie
Investment Management, Macquarie Infrastructure and Real Assets (formerly Macquarie Capital Funds) and
Macquarie Specialised Investment Solutions. As noted above, Macquarie Infrastructure and Real Assets forms part
of the Non-Banking Group. Further details of each division within the Banking Group are contained below:

Macquarie Investment Management: Macquarie Investment Management offers investment management
expertise across a number of asset classes including fixed interest, currencies, equities, infrastructure securities,
funds of private equity funds and multi-asset allocation solutions. It delivers a full-service offering to both retail and
institutional clients in Australia and the United States, with selective offerings in other regions. Delaware
Investments, which was consolidated into Macquarie Investment Management, accounts for over two-thirds of
Macquarie Investment Management’s assets under management and revenue.

Macquarie Specialised Investment Solutions: Macquarie Specialised Investment Solutions manufactures and
distributes a range of fund and equity based structured products, including capital protected investments and
associated lending arrangements, fund linked products, lifetime income guarantees and alternative funds. Its global
client base includes retail investors, private banks and institutions.

Sgnificant acquisitions and organic growth

Macquarie Funds continued to focus on organic growth of its asset base and leveraging existing operating
support systems to drive cost synergies across the business in the 2011 fiscal year. During the period, strong inflows
and new mandates were seen in listed equities and alternatives, although these were largely offset by the
appreciation of the Australian dollar against major global currencies.

On March 8, 2011, MBL Group acquired INNOVEST Kapitalanlage AG (“INNOVEST”), an Austrian
securities asset management firm serving institutional clients in Austria and Germany. INNOVEST managed
approximately €3.5 billion as at March 31, 2011, with a specialized focus towards risk-budgeting and asset
allocation strategies for long-term investors such as pension funds. INNOVEST will enhance Macquarie Funds’
securities asset management business in Europe.

Corporate & Asset Finance

Corporate & Asset Finance provides innovative and traditional capital, finance and related services to clients
operating in selected international markets. Corporate & Asset Finance specializes in leasing and asset finance,
asset remarketing, sourcing and trading for long cycle assets (such as manufacturing, transportation and energy) and
short cycle assets (including motor vehicles, information technology and medical) as well as offering tailored debt
and finance solutions.

Corporate & Asset Finance contributed A$505 million to MBL Group’s profit in the 2011 fiscal year and as at
March 31, 2011 had over 800 staff across 12 countries, including Australia, New Zealand, South Korea, the United
States and the United Kingdom. For further information on Corporate & Asset Finance’s results of operation and
financial condition for the year ended March 31, 2011, see “Management’s discussion and analysis of results of
operation and financial condition — Year ended March 31, 2011 compared to year ended March 31, 2010 —
Segment analysis — Corporate & Asset Finance” in this Report.

As at March 31, 2011, Corporate & Asset Finance managed a loan and lease portfolio of A$17.2 billion
(A$14.2 billion at March 31, 2010), due to the acquisition of new portfolios and continued organic growth across
most businesses.
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Corporate & Asset Finance comprises the following eight businesses:

Macquarie Aviation Finance. Macquarie Aviation Finance provides operating leases and other financial
products across multiple aviation asset types, including the aircraft portfolio that was acquired from ILFC during the
2011 fiscal year. Post balance sheet date, with effect April 1, 2011, Macquarie Air Finance, formerly part of
Macquarie Capital, was consolidated within Corporate & Asset Finance to capitalize on synergies between the
businesses.

Macquarie Manufacturing. Macquariec Manufacturing provides operating and finance leasing services of
manufacturing equipment to clients in Europe, Japan, Singapore, South Korea, Taiwan and the United States.
Macquarie Manufacturing also uses its equipment expertise to provide remarketing services to its clients and to
selectively acquire used assets for trading.

Macquarie Equipment Finance. Macquarie Equipment Finance is a global business providing specialist IT
leasing, equipment finance and services solutions for a wide range of technology-based equipment. Macquarie
Equipment Finance offers a complete technology lifecycle solution and provides these services to government
entities, educational institutions and corporations. Macquarie Equipment Finance also provides vendor finance to
equipment manufacturers, resellers and service providers.

Macquarie Leasing. Macquarie Leasing provides finance leases to small to medium enterprises, corporate,
government and retail clients in Australia. Macquarie Leasing offers products including finance leases, novated
lease agreements and commercial hire purchases for motor vehicles and other income producing plant and
equipment.

Macquarie Lending. Macquarie Lending specializes in offering bridging, term lending facilities and asset
backed finance to mid- to large-corporate clients and also invests in select debt assets trading in secondary markets.
The lending team operates out of Sydney, London, New York and Chicago. In July 2010, MBL announced that all
real estate lending activities (formerly part of Real Estate Banking division) were consolidated within the Macquarie
Lending business.

Macquarie Equipment Leasing Fund. The Macquarie Equipment Leasing Fund was launched in June 2009.
This is a Macquarie-managed equipment leasing program which offers eligible United States retail investors
exposure to a diversified portfolio of equipment and equipment leases.

Macquarie Meters. Macquarie Meters owns an electricity metering portfolio in the United Kingdom. The
portfolio comprises traditional ‘mechanical’ meters and newer ‘Smart’ electronic meters, which are capable of
communicating remotely via GSM and GPRS mobile technology. Clients are major United Kingdom energy
providers.

Macquarie Rail. Macquarie Rail specializes in providing leasing solutions on freight rail car assets in the
United States. Macquarie Rail offers operating leases, portfolio sale and leaseback, and portfolio acquisition
services.

Sgnificant acquisitions and organic growth

In April 2010, Corporate & Asset Finance acquired GMAC’s auto finance portfolio (approximately
AS$1 billion). Furthermore, it also announced that it had entered into an agreement to purchase a US$1,671 million
aircraft operating lease portfolio from ILFC to expand its existing aircraft leasing portfolio and diversify its client
base in the aircraft sector. At March 31, 2011, Corporate & Asset Finance had purchased 44 of the aircraft in the
ILFC portfolio, which represents the revised number of aircraft that was to be acquired in this acquisition.
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Division within MBL Group
Real Estate Banking

Real Estate Banking is an international business focused on managing balance sheet positions across a number
of locations and products. Real Estate Banking’s expertise encompasses real estate investment, development
management and asset management.

The Real Estate Banking division contributed a net loss of A$40 million to MBL Group’s profit in the 2011
fiscal year and as at March 31, 2011, had 57 staff operating across 5 countries, including Australia, China and South
Korea.

As at March 31, 2011, Real Estate Banking managed A$0.5 billion in Assets under Management (A$0.4 billion
at March 31, 2010). For further information on Real Estate Banking’s results of operation and financial condition
for the year ended March 31, 2011, see “Management’s discussion and analysis of results of operation and financial
condition — Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment analysis — Real
Estate Banking” in this Report.

In July 2010, MBL announced the restructure of some of its operating businesses, including the Real Estate
Banking division, which transferred the real estate lending and development finance business to Corporate & Asset
Finance. In November 2010, certain unlisted funds management products were transferred to Macquarie Funds. In
March 2011, the Real Estate Banking division sold its investment in Charter Hall Office REIT, and Australian listed
property fund. Also in March 2011, the Real Estate Banking division transferred to Macquarie Capital its interest in
the Macquarie Goodman Japan joint venture, which invests in J-Rep, a Japanese listed logistics company. As a
result of these changes, Real Estate Banking now comprises the following activities:

Real Estate Investment. The Real Estate Banking portfolio includes an investment in Charter Hall Retail REIT
(“CQR”) formerly MCW. The REIT is listed on the ASX and invests predominantly in grocery-anchored retail
property in Australia, New Zealand, the United States and Europe. Real Estate Banking also provides services in the
sponsorship, establishment and management of real estate platforms.

Development & Asset Management. Real Estate Banking is involved in real estate development projects around
the world. In Australia, it owns the developer Urban Pacific Limited and participates in the Medallist joint venture
with Great White Shark Enterprises. The Medallist joint venture also extends to operations in the United States and
South Africa.

Corporate

The Corporate segment includes earnings on capital, group treasury operations, certain corporate costs not
recharged to operating businesses, employment related costs, share based payments expense, income tax expense,
amounts attributable to non-controlling interests and internal management accounting adjustments and charges.

Corporate contributed a net loss of A$605 million for the year ended March 31, 2011 and as at March 31, 2011,
had over 100 staff across all countries in which MBL operates.

For further information on Corporate’s results of operation and financial condition for the year ended March 31,
2011, see “Management’s discussion and analysis of results of operation and financial condition — Year ended
March 31, 2011 compared to year ended March 31, 2010 — Segment analysis — Corporate” in this Report.

Funds management business

MBL Group, through Macquarie Funds, Banking & Financial Services and Real Estate Banking also manages a
range of funds including traditional funds management and investment services to retail and institutional investors
and international listed and unlisted REITs. See “— Operating groups — Macquarie Funds”, “— Operating groups
— Banking & Financial Services” and “— Division within MBL Group — Real Estate Banking” above for further

information.
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Assets under Management provides a consistent measure for measuring the scale of MBL Group’s funds
management activities across our operating groups in the Banking Group, which is discussed in “— Assets under
Management” section below.

Assets under Management

MBL Group had an aggregate of A$217.4 billion of Assets under Management as at March 31, 2011, from
which it derived an aggregate of A$598 million of funds management base fees for the year ended March 31, 2011.

The table below illustrates MBL Group’s aggregate Assets under Management by operating group, region and
industry sector as at March 31, 2011 and March 31, 2010.

Assets under Management by operating group, region and industry sector for
the years ended March 31, 2011 and March 31, 2010

Asat
Mar 11 Mar 10 Movement
A$m A$m %
Assets under Management by group
Macquarie Investment Management.............cccceevenvennen. 205,546 207,331 (D
Macquarie Specialised Investment Solutions ................. 2,262 2,563 (12)
Other Macquarie FUndS' oo, 5,200 4,606 13
Total Macquarie Funds.........c.ceceeveriniinienenieencene 213,008 214,500 (D)
Other operating Groups®..........ooveveeeeeveeeeererseseeeeeens 4,383 14,539 (70)
Total Assetsunder Management .........c.cccovevvcnreenene. 217,391 229,039 (5)
Assets under Management by region
AUSEEALIA .o 60,033 63,726 (6)
ANCTICAS ..cvevieneeiietetetetetei ettt ettt ettt 152,620 149,977 2
Europe, Middle East and Africa ........cccccvevveeeieniennene 2,106 6,898 (69)
ASIA it 2,632 8,438 (69)
Total Assetsunder Management .........c.cccoveeccnneenene. 217,391 229,039 (5)
Assets under Management by industry sector
Fixed INCOME ....ooveviieniiiiiiicictcitcceecec e 126,410 130,781 3)
EQUIIES ...oneieiieieiceceieecececeeeeeeee e 54,677 50,431 8
CaSh .o 20,022 34,106 41
Direct real €State .......ccveeevveieieieeeeieeeeeeee e 6,396 5,336 20
(0115 1S) 1 1o USSR 5,330 3,566 49
Specialist INVEStMENLS........cceerveeeveiieriiriereeieeeeie e 2,262 2,453 ®)
AETNATIVES....oeiiiiiiiiiiee et 1,660 1,654 -
Multi-asset allocation SOIULIONS ..........ccceveeeenveeeeveeennnee.. 634 712 (11)
Total Assetsunder Management ...........cccoeveeveveevennns 217,391 229,039 (5)

Other Macquarie Funds includes certain Real Estate Banking unlisted funds management products were transferred to Macquarie Funds in
November 2010, as described in “Financial information presentation” above.

The CMT, included in other operating groups Assets under Management above, is a Banking & Financial Services product that is managed
by Macquarie Funds. The decrease in Assets under Management in Banking & Financial Services is principally the result of the conversion
in July 2010 of the A$9.6 billion CMT (which was off-balance sheet) to the CMA (which are accounted as on-balance sheet deposits and
not Assets under Management).

Assets under Management at March 31, 2011 were A$217.4 billion, a 5% decrease from A$229.0 billion at
March 31, 2010. The overall net decrease in Assets under Management was driven by the strengthening of the
Australian dollar against major global currencies resulting in lower offshore asset values, and the conversion of
A$9.6 billion of CMT accounts to the CMA on July 31, 2010. These decreases were partially offset by fund inflows
and increasing asset values as global equity markets continue to recover.
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Macquarie Funds

Macquarie Funds’ Assets under Management increased 1% to A$213.0 billion at March 31, 2011 from A$214.3
billion at March 31, 2010. This was largely due to the strengthening of the Australian dollar against major global
currencies resulting in lower offshore asset values, partially offset by increasing asset values as global equity
markets continue to recover. Macquarie Investment Management’s Assets under Management decreased by 1% to
A$205.5 billion at March 31, 2011 from A$207.3 billion at March 31, 2010. Macquarie Specialised Investment
Solutions’ Assets under Management decreased 2% to A$2.3 billion at March 31, 2011 from A$2.3 billion at March
31, 2010. Other Macquarie Funds’ Assets under Management increased by 13% to A$5.2 billion at March 31, 2011
from A$4.6 billion at March 31, 2010.

For further information on Macquarie Funds’ results of operation and financial condition for the year ended
March 31, 2011, see “Management’s discussion and analysis of results of operation and financial condition — Year
ended March 31, 2011 compared to year ended March 31, 2010 — Segment overview — Macquarie Funds” in this
Report.

Other operating groups

Assets under Management from other operating groups decreased 70% to A$4.4 billion in the year ended
March 31, 2011 from A$14.5 billion at March 31, 2010. This was largely due to the conversion of A$9.6 billion of
CMT accounts to the CMA on July 31, 2010. At March 31, 2011, other operating groups’ Assets under
Management comprised A$3.9 billion (A$14.3 billion at March 31, 2010) relating to Banking & Financial Services
and A$0.5 billion (A$0.4 billion at March 31, 2010) relating to Real Estate Banking.

For further information on Banking & Financial Services’ results of operation and financial condition for the
year ended March 31, 2011, see “Management’s discussion and analysis of results of operation and financial
condition — Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment overview —Banking
& Financial Services” in this Report. For further information on Real Estate Banking results of operation and
financial condition for the year ended March 31, 2011, see “Management’s discussion and analysis of results of
operation and financial condition — Year ended March 31, 2011 compared to year ended March 31, 2010 —
Segment overview — Real Estate Banking” in this Report.

MBL Group’s income from funds management is mainly derived from funds management fees. Funds
management fee income includes base fees, which are ongoing fees generated from funds management activities,
and performance fees, which are earned when the funds outperform pre-determined benchmarks. For listed funds,
incentive income is earned for outperformance of a benchmark rate of return. This may be either a widely
acknowledged market index, generally either S&P/ASX or MSCI indices, or a pre-determined rate of return,
typically 8% per annum. In general, if the return of a listed fund is less than the benchmark in any period, the
amount of the deficit is carried forward in the calculation of performance fee. For unlisted funds, incentive income
is earned for outperformance of a pre-determined internal rate of return typically 8%. Unlisted performance fees are
generally payable upon the occurrence of a “liquidity event”, such as asset sale or fund listing, and are therefore
unpredictable.

During the year ended March 31, 2011 performance fees of A$25 million for MBL Group decreased 44% from
A$45 million in the prior fiscal year. This was primarily due to the one-off inclusion of A$34 million in
performance fees from the sale of the Kukdong building by Macquarie Central Office CR-REIT in the prior fiscal
year.

For further detail on MBL Group’s income from funds management, see “— Management’s discussion and
analysis of results of operation and financial condition — Year ended March 31, 2011 compared to year ended
March 31, 2010 — Results analysis — Fee and commission income — Base and performance fees” in this Report.

L egal proceedings

We have contingent liabilities in respect of actual and potential claims and proceedings that have not been
determined. An assessment of likely losses is made on a case-by-case basis for the purposes of our financial
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statements and specific provisions that we consider appropriate are made, as described in Note 37 to our 2011
annual financial statements. We do not believe that the outcome of any such claims of which we are aware, either
individually or in the aggregate, are likely to have a material effect on our operations or financial condition.

On December 22, 2010, ASIC commenced legal proceedings in the Federal Court of Australia against a number
of banking institutions, including MBL. In one proceeding, ASIC is seeking compensation for investors arising out
of the collapse of Storm Financial Limited for (i) an alleged breach of contract, contravention of the statutory
prohibitions against unconscionable conduct and liability as linked credit providers of Storm under section 73 of the
Trade Practices Act 1974 of Australia. In another, ASIC alleges there was an unregistered managed investment
scheme in which the banks were involved.

Representative legal action has also been brought through a private law firm in the same court claiming an
unregistered managed investment scheme involving Storm on a similar basis as ASIC’s action and claiming
compensation for those investors.

As at the date of this Report, the proceedings are progressing through a pre-trial process. MBL denies liability
with respect to these claims.

Competition

The financial services industry — and all of our businesses — are intensely competitive, and we expect them to
remain so. See “Risk factors — Competitive pressure, both in the financial services industry as well as the other
industries in which we operate, could adversely impact our business and results of operation”. We compete, both in
Australia and internationally, with asset managers, retail and commercial banks, non-bank mortgage brokers, private
banking firms, investment banking firms and brokerage firms.

In Australia, we face significant competition from the four major Australian commercial banks, international
banks, regional commercial banks, building societies, brokerage firms, private equity firms, mortgage repackagers
and other financial intermediaries. In recent years, competition has increased as international banks have established
an Australian presence, large insurance and banking industry participants have sought to establish themselves in
markets that are perceived to offer higher growth potential, and as local institutions have become more sophisticated
and competitive and have sought alliances, mergers or strategic relationships.

The international trend towards consolidation and strategic alliances, has significantly increased the capital base
and geographic reach of some of our competitors. This trend has also hastened the globalization of the securities
and financial services markets. To take advantage of some of our recent strategic acquisitions and organic growth
opportunities, we will need to compete successfully with financial institutions that are larger and that may have a
stronger local presence and longer operating history outside of Australia.

In North America, Europe and Asia, the principal markets in which we operate outside Australia, we compete
with commercial banks, investment banking and brokerage firms, private equity firms, large fund managers,
integrated energy companies and other broad-based financial services firms that have historically offered a broad
range of products to enhance their competitive position. See “Risk factors— Competitive pressure, both in the
financial services industry as well as the other industries in which we operate, could adversely impact our business
and results of operation”.

In other overseas markets where we offer limited products and services, we face the challenge of competing
with firms that offer a broader range of services than we do, are better known or have a broader platform or more
financial, capital, employee or other resources. In an attempt to overcome these barriers, MBL Group or MGL
Group, where appropriate, has established alliances with local providers in a number of international markets in an
attempt to benefit from the market strength of an existing player.

We also face intense competition in attracting and retaining qualified employees. Our ability to continue to
compete effectively in our businesses will depend upon our ability to attract new employees and retain and motivate
our existing employees and to continue to compensate employees competitively amid intense public and regulatory
scrutiny on the employee remuneration practices of financial institutions. See “Risk factors — Our ability to retain
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and attract qualified employees is critical to the success of our business and the failure to do so may materially
adversely affect our performance” and “Regulation and supervision — Remuneration — Extensions to governance
requirements for APRA-regulated institutions” for more information on the regulation of our remuneration practices.

43
SY1 42620v.15



REGULATION AND SUPERVISION
Australia

In Australia, the principal regulators that supervise and regulate our activities are the Australian Prudential
Regulation Authority (“APRA”), the Reserve Bank of Australia (“RBA”), the Australian Securities and Investments
Commission (“ASIC”), ASX Limited (as the operator of the Australian Securities Exchange (“ASX”) market),
Australian Securities Exchange Limited (as the operator of the ASX24 (formerly known as the Sydney Futures
Exchange) market) and the Australian Competition and Consumer Commission (“ACCC”).

Set out below is a summary of certain key Australian legislative provisions that are applicable to our operations,
and a summary of the functions of each of the principal regulators.

APRA

MBL and MGL have corporate governance and policy frameworks designed to meet APRA’s requirements for
ADIs and NOHCs, respectively.

APRA is the prudential regulator of the Australian financial services industry. APRA establishes and enforces
prudential standards and practices designed to ensure that, under all reasonable circumstances, financial promises
made by institutions under APRA’s supervision are met within a stable, efficient and competitive financial system.
In Australia, MBL is an ADI under the Australian Banking Act and, as such, is subject to prudential regulation and
supervision by APRA. The Australian Banking Act confers wide powers on APRA which are to be exercised
ultimately for the protection of depositors of ADIs in Australia.

In its supervision of ADIs, APRA focuses on capital adequacy, liquidity, market risk, credit risk, operational
risk, associations with related entities, large exposures to unrelated entities and funds management and securitization
activities. APRA discharges its responsibilities by requiring ADIs to regularly provide it with reports which set
forth a broad range of information, including financial and statistical information relating to their financial position
and information in respect of prudential and other matters. APRA may also exercise certain investigative powers if
an ADI fails to provide information about its financial stability or becomes unable to meet its obligations.

Under its Prudential Standard APS 111: Capital Adequacy: Measurement of Capital (“APS 111”), APRA
requires that an ADI’s capital should (i) provide a permanent and unrestricted commitment of funds; (ii) be freely
available to absorb losses; (iii) not impose any unavoidable servicing charge against earnings; and (iv) rank behind
the claims of depositors and other creditors in the event of a winding-up of the ADI. For capital adequacy purposes,
an ADI’s capital is assessed in two tiers (1) Tier 1 or core capital, which comprises the highest quality components
of capital that fully meet all the essential characteristics of capital described above; and (2) Tier 2 or supplementary
capital, which includes other components that, to varying degrees, fall short of the quality of Tier 1 capital but
nonetheless contribute to the overall strength of an ADI as a going concern. An ADI’s capital base (the numerator
of the capital ratio) is defined for the purposes of APS 111 as the sum of eligible Tier 1 and Tier 2 capital (“total
capital”) less prescribed deductions and adjustments, subject to the various relevant limits, where applicable. APRA
requires all ADIs to maintain a minimum prudential capital ratio of total capital to risk-weighted assets, including a
minimum amount of Tier 1 capital.

APRA will also review and agree with an ADI the adequacy and appropriateness of the ADI’s liquidity
management strategy, having regard to the ADI’s size and nature of its operations. Under APRA’s Prudential
Standard APS 210: Liquidity (“APS 210”), an ADI’s liquidity management strategy is required to include (i) a
liquidity management policy statement approved by the board of directors, or a board committee, of the ADI; (ii) a
system for measuring, assessing and reporting liquidity; (iii) procedures for managing liquidity; (iv) clearly defined
managerial responsibilities and controls; and (v) a formal contingency plan for dealing with a liquidity crisis.
Pursuant to APS 210, an ADI’s liquidity management strategy must cover both the local and overseas operations of
the ADI, as well as all related entities of the ADI which have impact on the ADI’s liquidity. Where an ADI
manages liquidity on a group basis, the strategy shall cover both the ADI and the group as a whole. The strategy
shall address all on-and off-balance sheet activities of the ADI and, where relevant, the ADI group as a whole across
all currencies. In carrying out its supervisory role, APRA supplements its analysis of statistical data collected from
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ADIs with selective “on site” visits and formal meetings with the ADIs’ senior management and external auditors.
The external auditors provide additional assurance to APRA that prudential standards applicable to ADIs are being
observed, statistical and financial data provided by ADIs to APRA are reliable, and that statutory and other banking
requirements are being met. External auditors are also required to undertake targeted reviews of specific risk
management areas as requested by APRA. In addition, each ADI’s chief executive officer attests to the adequacy
and operating effectiveness of the ADI’s risk management systems to control exposures and limit risks to prudent
levels.

As well as MBL being subject to regulation by APRA as an ADI, MGL is subject to regulation by APRA as a
NOHC.

APRA has stipulated a capital adequacy framework that applies to MBL and other entities in MGL Group. In
the case of MGL Group, this framework is set out in MGL’s NOHC Authority. Measurement of capital adequacy
and our economic capital model is more fully described in Section 4 of the MBL Pillar 3 Disclosures as at
December 31, 2009 incorporated by reference herein. APRA has advised that it will monitor the overall MGL
Group and may increase the prudential requirements it applies to MBL if the conduct of MGL Group places
financial strain on MBL.

In addition to ADIs and NOHCs, APRA is responsible for the prudential regulation and supervision of life and
general insurance companies and superannuation funds ultimately for the benefit of policyholders and
superannuation fund beneficiaries. MBL Group’s life insurance and funds management businesses are subject to
and impacted by those regulations which, among other things, regulate the operation and capital adequacy standards
of statutory funds for the life insurance business and provide for the licensing of trustees of superannuation funds.

Release of the Basel 111 framework

On December 16, 2010, the Basel Committee on Banking Supervision (“Basel Committeg”) issued the text of
the Basel III framework, which had been agreed to by the Group of Governors and Heads of Supervision, the
oversight body of the Basel Committee, and endorsed by the G20 Leaders at their November summit in Seoul. The
standard will come into effect on January 1, 2013.

The framework includes higher capital requirements and better quality capital, better risk coverage, the
introduction of a leverage ratio as a backstop to the risk-based requirement, measures to promote the build up of
capital that can be drawn down in periods of stress, and the introduction of the Liquidity Coverage Ratio (“LCR”)
requirement, which aims to ensure that banks have sufficient high-quality liquid assets to survive an acute stress
scenario lasting for one month and the Net Stable Funding Ratio (“NSFR”), as a separate liquidity metric. Although
the Basel Committee has not asked for additional comment on the LCR and NSFR, both are subject to observation
periods and transitional arrangements, with supervisory monitoring of these two new quantitative standards by the
Basel Committee to commence from January 1, 2011.

For a description of APRA’s proposed approach to the Basel III liquidity framework, see “— APRA’s
approach to the Basel III liquidity framework™ below.

MBL currently expects that if APRA implements the Basel III framework as proposed, the key implications for
MBL would be more conservative risk-weighting of assets and a stricter capital deduction regime, increased
minimum capital ratios, additional capital conservation and countercyclical buffers and a revised definition of
eligible capital. It is likely that MBL will operate with a reduced capital surplus over minimum requirements under
Basel III. However, it is not possible to predict the final impact of the reforms that will be adopted by APRA and, in
particular, their impact on the capital structure or businesses of MBL. For a description of APRA’s proposed
approach to capital frameworks, see “— APRA’s approach to capital frameworks” below.

APRA's approach to the Basel |11 liquidity framework
Subject to industry consultation and ongoing international supervisory developments, APRA has indicated that

it intends to issue final standards and reporting forms to implement the global liquidity standards issued by the Basel
Committee in the text of the Basel III framework. Transition arrangements are also expected to apply as
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appropriate. The adoption of the approach by APRA will supersede the proposals to enhance liquidity risk
management by ADIs outlined in APRA’s discussion paper released on September 11, 2009.

In line with the liquidity standards contained within the Basel III framework, it is expected that APRA will
introduce the LCR and NSFR as part of their liquidity framework. The LCR requires liquid assets to be held to
cover cash outflows under a combined ‘idiosyncratic’ and market-wide stress scenario lasting 30 days and will be
introduced as a minimum requirement from 2015. The NSFR is a 12-month structural funding metric, requiring that
‘available stable funding’ is sufficient to cover ‘required stable funding’, where ‘stable’ funding has an actual or
assumed maturity of greater than 12 months, and will be introduced as a minimum requirement from 2018.

In February 2011, APRA determined that the only assets that would qualify as high-quality liquid assets for the
purposes of satisfying the LCR requirement are cash balances held with the RBA and Australian Government and
semi-government securities. APRA previously acknowledged in December 2010 that the supply of Australian
Commonwealth Government and semi-government securities in Australia is relatively limited. To assist ADIs with
meeting their LCR requirements, APRA and the RBA have agreed an approach to allow ADIs to establish a
committed secured liquidity facility with the RBA to cover any shortfall of its holdings of high-quality liquid assets
and the LCR requirement in return for a market based commitment fee. Qualifying collateral for the facility will
comprise of all assets eligible for repurchase transactions with the RBA under normal market operations. With the
introduction of this facility, MBL currently expects that it will meet the requirements of the LCR. However, details
of the facility are yet to be finalized, including operational aspects and applicable fees.

APRA has noted that ongoing international supervisory developments occurring prior to the LCR requirement
coming into effect on January 1, 2015 may lead to the expansion of the list of assets that would qualify as high-
quality liquid assets for the purposes of satisfying the LCR requirement, although this is not certain.

APRA has not yet commented on its proposed approach to the NSFR and its implementation in Australia.
Details of the RBA liquidity facility and APRA’s prudential standard on liquidity risk management (a draft of which
is yet to be released), which will give effect to the global liquidity framework in Australia, will be subject to
consultation during 2011 and 2012.

For a description of APRA’s current liquidity risk regulation, see “—APRA” above.

APRA'’s approach to capital frameworks

APRA has indicated that, subject to industry consultation, it will adopt as a minimum the capital framework
proposed under the Basel III framework. APRA has stated that it intends to issue consultation documents during
2011 to allow full implementation of revised capital standards by January 1, 2013, in line with the timetable
proposed by the Basel Committee. Transition arrangements are expected to apply, although the extent of the final
transitional arrangements is unknown at this time.

In addition, in its discussion paper concerning supervision of conglomerate groups issued on March 18, 2010,
APRA proposed to extend the existing bank supervisory framework to cover conglomerate groups (similar to the
existing NOHC supervisory framework as it applies to MBL), including the introduction of minimum capital
requirements for funds management businesses conducted as part of financial conglomerates. If implemented, such
proposals would increase MBL’s minimum capital requirements and reduce its capital surplus. The extent and
timing of these proposals is uncertain at this time and is expected to be subject to further consultation during 2011
and 2012.

Basel Committee requirements for loss absorbency

On January 13, 2011, the Basel Committee issued the minimum requirements to ensure loss absorbency at the
point of non-viability. These requirements enhance the entry criteria of regulatory capital to ensure that all
regulatory capital instruments issued by banks are capable of absorbing losses in the event that a bank is unable to
support itself in the private market and are in addition to the criteria detailed in the text of the Basel III framework
that were published in December 2010.
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Under the requirements, all non-common Tier 1 and Tier 2 instruments issued by a bank on or after January 1,
2013 must have a provision which allows a relevant authority to require the debt to be written off or converted into
common equity upon the earlier of such authority determining that (1) a write-off is necessary; and (2) rescue funds
from the public sector (or equivalent) are required, for the bank to continue to be viable. Instruments issued prior to
January 1, 2013 that do not meet these criteria but otherwise met all of the criteria for Additional Tier 1 or Tier 2
capital as set out in the text of the Basel III framework will be considered as an instrument that no longer qualifies as
such and phased out from January 1, 2013.

It is not yet clear how APRA proposes to implement these new minimum requirements and may result in MBL
Group operating with a reduced capital surplus over minimum requirements to the extent any non-common Tier 1
and Tier 2 instruments issued or on issue by MBL on or after January 1, 2013 fails to satisfy these new
requirements.

Remuner ation — Extensions to governance requirements for APRA-regulated institutions

Revised prudential requirements on remuneration for ADIs, NOHCs, general insurers and life insurers came
into effect on April 1, 2010 imposing new governance standards on APRA-regulated institutions and aligning
APRA’s requirements with the Financial Stability Board’s Principles for Sound Compensation Practices.

Unless otherwise approved in writing by APRA, the revised governance standards require boards of regulated
institutions to have a remuneration committee comprising only non-executive directors and a majority of
“independent” directors, as defined by the prudential requirements. The role of the remuneration committee is to,
among other things, identify material deviations of remuneration outcomes from the remuneration policy that the
prudential standards require regulated institutions to have in place. Regulated institutions are required to have a
written remuneration policy that aligns remuneration arrangements with the long-term financial soundness of the
institution and its risk management framework. At the same time, boards are to be able to design remuneration
arrangements that suit the structure of their own institution. The policy extends beyond senior executives to all
persons who, because of their roles, have the capacity to put the institution’s financial soundness at risk.

Under the requirements, boards of regulated institutions will be held accountable for compliance with APRA’s
prudential requirements for remuneration. APRA has stated that its principles-based approach, rather than the
prescription required in most regulatory regimes, together with its active supervision of regulated institutions, will
be aimed at ensuring compliance with both the intent and the substance of these requirements. Where the
remuneration arrangements of a regulated institution are likely to encourage excessive risk taking, APRA will have
several supervisory options, including the power to impose additional capital requirements on that institution.

RBA

In exercising its powers, APRA works closely with the RBA. The RBA is Australia’s central bank and an
active participant in the financial markets. It also manages Australia’s foreign reserves, issues Australian currency
notes, serves as banker to the Australian Government and, through the Payment Systems Board, supervises the
payments system.

ASIC

ASIC is Australia’s corporate, markets and financial services regulator. As the corporate regulator, ASIC is
responsible for ensuring that company directors and officers carry out their duties honestly, diligently and in the best
interests of their company. As the markets regulator, ASIC supervises markets and assesses how effectively
authorized financial markets are complying with their legal obligations to operate fair, orderly and transparent
markets, and advise the Commonwealth about authorizing new markets. As the financial services regulator, ASIC
licenses and monitors financial services businesses to ensure that they operate efficiently, honestly and fairly.

ASIC regulates each of the entities we operate in Australia as the corporate regulator and some MBL Group
entities who hold Australian financial services (“AFS’) licenses as the financial services regulator. ASIC oversees
MBL Group’s AFS licensees’ compliance with a comprehensive regulatory regime comprising requirements for
financial resources, organizational capacity and compliance systems.
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ASX24

The ASX24 market provides exchange traded and over-the-counter services and regulates the cash and
derivative trades that we execute through the ASX24 as a market participant in the ASX24. This business is
conducted primarily within MBL Group.

As a licensed market operator, MBL Group is subject to the operating rules of ASX24 which contain
comprehensive provisions for preventing conflicts and enforcing compliance with the operating rules. The rules
cover all aspects of trading and of clearing and settling, including monitoring market conduct, disciplining of
participants and suspension or termination of participation rights and market access.

ASX

ASX is Australia’s primary securities market. The MIS and MGL’s ordinary shares are listed on ASX. MBL
and MGL each have a contractual obligation to comply with ASX’s listing rules, which have the statutory backing
of the Australian Corporations Act. The ASX listing rules govern requirements for listing on ASX and include
provisions in relation to issues of securities, disclosure to the market, executive remuneration and related-party
transactions. ASX and ASIC oversee our compliance with ASX’s listing rules, including any funds we manage that
are listed on the ASX.

ACCC

The ACCC is Australia’s competition regulator. Its objectives are to ensure that corporations do not act in a
way that may have the effect of eliminating or reducing competition, and to oversee product safety and liability
issues, pricing practices and third-party access to facilities of national significance. The ACCC’s consumer
protection activities complement those of Australia state and territory consumer affairs agencies that administer the
unfair trading legislation of those jurisdictions.

Anti-Money Laundering and Counter Terrorism Financing

The AML-CTF Act places obligations on providers of financial services and gaming services, and on bullion
dealers. The AML-CTF Act affects entities who offer specific services which may be exploited to launder money or
finance terrorism, for example, those relating to electronic fund transfers, designated remittance arrangements and
correspondent banking relationships. The AML-CTF Act also has broad extra territorial application to overseas
entities of Australian companies.

A number of entities in MBL Group are considered to be “reporting entities” for the purposes of the AML-CTF
Act and are required to undertake certain obligations, including enhanced customer due diligence, establishing an
AML-CTF program to identify, mitigate and manage the risk of money laundering and terrorism financing,
enhanced record-keeping and reporting on suspicious matters, transactions above a set threshold and international
funds transfer instructions to the Australian Transaction Reports and Analysis Centre (AUSTRAC).

AUSTRAC is Australia’s anti-money laundering and counter-terrorism financing regulator and specialist
financial intelligence unit. It works collaboratively with Australian industries and businesses (including certain
entities of MBL Group) in their compliance with anti-money laundering and counter-terrorism financing legislation.
As Australia’s financial intelligence unit, AUSTRAC contributes to investigative and law enforcement work to
combat financial crime and prosecute criminals in Australia and overseas.

Other
In addition to the foregoing regulators, MBL Group and the businesses and funds we manage are subject to

supervision by various other regulators, including the Essential Services Commission and Economic Regulation
Authority in connection with the management of utility and energy funds.
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I nter national
Our businesses and the funds we manage outside of Australia are subject to various regulatory regimes.
United States

As a result of the global economic crisis, the United States government has proposed significant changes in the
regulation of the financial services industry including reforming the financial supervisory and regulatory framework
in the United States, which could have a material impact on financial institutions and their activities, including the
activities of MBL and its subsidiaries in the United States. The reform process will be implemented over a number
of years and the final effects are not yet certain. See “Risk factors — Many of our businesses are highly regulated
and we could be adversely affected by temporary and permanent changes in regulations, regulatory policy and by
compliance requirements, particularly for financial institutions, in markets in which we operate” above, for further
information.

MBL Group is currently subject to regulation in the United States as a financial intermediary, which is
described below.

Banking regulations. In the United States, MBL operates solely through representative offices, which by law
cannot engage in business or handle customer funds, and thus are not subject to the full regime of banking
regulation. These offices are limited to soliciting business on behalf of MBL, which must then be approved and
booked offshore, and performing administrative tasks as directed by MBL. Our representative offices are licensed
by individual states, in our case, the states of New York, California, Texas and Illinois, and are subject to periodic
examination by the applicable state licensing authority and the Federal Reserve. These examinations primarily
focus on whether the offices are compliant with the limits of representative office activities and on key areas of
regulatory concern, such as anti-money laundering compliance.

On July 21, 2010, President Obama signed into law the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the “Dodd-Frank Act”). Many of the provisions of the Dodd-Frank Act require rulemaking by the
applicable U.S. regulatory agency, such as the Federal Reserve Board (“FRB”), the SEC and the Commodity Futures
Trading Commission (“CFTC”) before the related provisions of the Dodd-Frank Act becomes effective. The Dodd-
Frank Act will result in significant changes in the regulation of the U.S. financial services industry, including
reforming the financial supervisory and regulatory framework in the United States. MBL’s businesses may be
affected by a variety of new regulations under the Dodd-Frank Act including, but not limited to: (i) greater
regulation of over-the-counter derivatives, including stricter capital and margin requirements, the central clearing of
standardized over-the-counter derivatives, and heightened supervision of all over-the-counter swap dealers and
major swap participants, and (ii) increased regulation of investment advisers. In addition, if MBL’s future growth
results in MBL being determined by U.S. regulators to be a “systemically important” nonbank financial company
which poses a threat to the financial stability of the United States, U.S. regulators may have increased regulatory
authority over MBL and may impose stricter capital leverage and risk management requirements. The Dodd-Frank
Act will likely increase compliance and execution costs for derivative trading in the United States and have an
impact on certain MBL businesses, such as on its U.S. derivatives business. We also believe certain of our affiliates
will have to register as swap dealers, and possibly futures commission merchants and investment advisors.
However, it is not possible at this point in time to determine the full extent of the impact of the Dodd-Frank Act
because many important details will be formulated during the process of proposing and implementing rules and
regulations, which are expected over the next several months. The reaction of market participants to these
regulatory developments over the next several years will also be an important determinant of the final content and
impact of the rules and regulations implementing the Dodd-Frank Act.

On December 14, 2010, the FRB, the Office of the Comptroller of the Currency (“OCC") and the Federal
Deposit Insurance Corporation (“ FDIC”) approved a proposed rulemaking to implement certain provisions of
Section 171 (often referred to as the “ Collins Amendment”) of the Dodd-Frank Act, which provides that capital
requirements generally applicable to insured banks will serve as a floor for other capital requirements established by
the FRB, OCC and FDIC. The FRB, OCC and FDIC requested comment on how to apply the Collins Amendment
to foreign banks in evaluating capital equivalency in the context of applications to establish branches or make bank
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or non-bank acquisitions in the United States, and in evaluating capital comparability in the context of financial
holding company declarations. The final rule has not yet been issued.

Anti-money laundering regulations. MBL representative offices as well as MBL Group’s U.S. broker-dealer
subsidiaries and mutual funds managed or sponsored by MBL Group’s subsidiaries are subject to anti-money
laundering laws and regulations, including regulations issued by the U.S. Treasury Department to implement various
anti-money laundering requirements of Title III of the Uniting and Strengthening America by Providing Appropriate
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “USA PATRIOT Act”).

The USA PATRIOT Act requires U.S. representative offices of foreign banks and U.S. broker-dealers and
mutual funds to establish and maintain written anti-money laundering compliance programs that include the
following components: (i) a system of internal controls to assure ongoing compliance with applicable anti-money
laundering laws and regulations; (ii) independent testing of compliance by the institution’s personnel or by a
qualified outside party; (iii) the designation of an individual or individuals responsible for coordinating and
monitoring day-to-day compliance; and (iv) training for appropriate personnel. The compliance program must be
approved by the board of directors, board of trustees or senior management depending on the institution. United
States representative offices of foreign banks and U.S. broker-dealers and mutual funds are also required to establish
and maintain a customer identification program and, as necessary, to file suspicious activity reports with appropriate
federal law enforcement agencies and the U.S. Treasury Department.

MBL representative offices and our other operations within the United States must also comply with the
regulations and economic sanctions programs administered by OFAC, which enforces economic sanctions against
targeted foreign countries, individuals and entities.

The MBL representative offices and our other subsidiaries in the United States have adopted written anti-money
laundering compliance programs designed to comply with the USA PATRIOT Act and have implemented
procedures to comply with OFAC.

Securities and commodities regulations. In the United States, we are regulated by the U.S. Securities and
Exchange Commission (“SEC”) and by the Financial Industry Regulatory Authority (“FINRA”) with respect to
certain securities and corporate finance related activities conducted through broker-dealers, or through investment
advisors or investment companies registered under the U.S. Investment Advisers Act of 1940, as amended, or the
U.S. Investment Company Act of 1940, as amended (the “ICA”). We will be subject to greater oversight and
regulation by the SEC and FINRA as our business grows in the United States.

In addition, we are regulated by the Commodity Futures Trading Commission (“CFTC”) and the CME Group
with respect to futures trading, options markets and clearing activities. The Federal Energy Regulatory Commission
(“FERC”) also regulates our energy trading activities and our downstream natural gas business. As we continue to
expand our U.S. energy trading business, our compliance with energy trading regulations will become increasingly
important.

Other regulations. Other regulators that impact the funds and companies we manage include, but are not
limited to, the Federal Communications Commission with respect to certain media-related investments, and various
other applicable federal, state and local agencies. In addition, our entry into the physical commodities trading
business has subjected us to further U.S. regulations, including, but not limited to, federal, state and local
environmental laws.

United Kingdom

The FSA is the single regulator for the full range of financial business in the United Kingdom, including
banking, investment business and insurance. MBL operates a branch, MBL LB, and a subsidiary, Macquarie Bank
International Ltd (“MBIL”), in the United Kingdom. APRA remains the lead prudential regulator for MBL LB, with
regulatory oversight by the FSA in the UK. MBIL, a United Kingdom incorporated subsidiary is authorized and
regulated by the FSA as a bank.

In many cases, these rules implement applicable European Union Directives (such as the Capital Requirements
Directive, which relates to regulatory capital and the Markets in Financial Instruments Directive, which relates to the
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carrying on of investment business). Under FSA liquidity standards, FSA regulated banks and certain investment
firms, including MBIL and MBL LB, are required to have an adequate liquidity contingency plan in place to deal
with a liquidity crisis. See “Management’s discussion and analysis of results of operation and financial condition —
Liquidity — Liquidity contingency plan” for further information.

Effective January 1, 2011, the United Kingdom also introduced a bank levy which will apply to all accounting
periods subsequent to the effective date. In respect of non-UK banking groups operating in the United Kingdom, the
bank levy will apply to the notional consolidated balance sheets of its UK branches, UK entities and their worldwide
subsidiaries and branches. The bank levy will be calculated by reference to chargeable equity and liabilities
included in the consolidated balance sheet at different rates for short term chargeable liabilities and long term
chargeable equity and liabilities. The bank levy is not applicable on the first £20 billion of chargeable equity and
liabilities on the consolidated balance sheet. It is currently understood that the following rates will apply: (a) for the
period from January 1, 2011 to February 28, 2011, 0.05% for short term chargeable liabilities and 0.025% for long
term chargeable equity and liabilities; (b) for the period from March 1, 2011 to April 30, 2011, 0.1% for short term
chargeable liabilities and 0.05% for long term chargeable equity and liabilities; (c) from May 1, 2011 and for the
remainder of the calendar year, 0.075% for short term chargeable liabilities and 0.0375% for long term chargeable
equity and liabilities; and (d) from January 1, 2012 onwards, 0.078% for short term chargeable liabilities and
0.039% for long term chargeable equity and liabilities. Based on the March 31, 2011 balance sheet position (the
first accounting period ending after January 1, 2011), it is not anticipated that MGL Group will be impacted by the
bank levy on the basis that its chargeable liabilities and equity are expected to be below £20 billion for the full
accounting period. MGL Group will continue to monitor its position on a regular basis.

Other United Kingdom regulators that impact our business and the businesses and funds managed by us include
the Office of Communication (Ofcom) which regulates the United Kingdom communications industry and the Gas
and Electricity Markets Authority (Ofgem), which regulates the United Kingdom gas and electricity industry. The
Office of Fair Trading is the United Kingdom’s consumer and competition authority.

Other regulators

Outside Australia, the United States and the United Kingdom, MBL has branches in the Dubai International
Finance Centre, Seoul and Singapore that are regulated by the Dubai Financial Services Authority, the Financial
Supervisory Service and the Monetary Authority of Singapore, respectively. MBL also has a representative office in
Auckland, regulated by the Reserve Bank of New Zealand, and in Ziirich, regulated by the Swiss Financial Markets
Supervisory Authority, which gives MBL limited authorization to conduct marketing of its products and services to
institutions (and, in Switzerland, high net worth individuals), subject to local license limitations. Bank regulation
varies from country to country, but generally is designed to protect depositors and the banking system as a whole,
not holders of a bank’s securities. Bank regulations may cover areas such as capital adequacy, minimum levels of
liquidity, and the conduct and marketing of banking services.

Outside Australia, the United States and the United Kingdom, some of the other key financial regulators of our
businesses include but are not limited to:

e the Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin) of Germany and the Federal Bank of Germany
(Deutsche Bundesbank);

e the Securities and Futures Commission of Hong Kong;

e the Investment Industry Regulation Organization of Canada, the TMX and the various provincial and
territorial securities regulatory authorities in Canada;

e in South Korea, the Financial Services Commission, the Financial Supervisory Service, the Bank of Korea,
the Ministry of Strategy and Finance, the Korea Exchange, the Ministry of Land, Transport and Maritime

Affairs, and the Fair Trade Commission; and

e the Monetary Authority of Singapore and the Competition Commission of Singapore.
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Financial regulation varies from country to country and may include the regulation of securities offerings,
mergers and acquisitions activity, commodities and futures activities, anti-trust issues, investment advice, trading
and brokerage, sales practices, and the offering of investment products and services.

In addition to the foregoing, certain businesses and assets owned or managed by MBL Group in international
jurisdictions are subject to additional laws, regulations and oversight that are specific to the industries applicable to
those businesses and assets.
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MANAGEMENT’SDISCUSSION AND ANALYSISOF RESULTSOF
OPERATION AND FINANCIAL CONDITION

For the year ended March 31, 2011, MBL Group was divided into the following operating groups for internal
reporting and risk management purposes: Macquarie Securities (excluding the Cash division), Fixed Income,
Currencies & Commodities, Macquarie Funds (excluding the Macquarie Infrastructure and Real Assets division),
Banking & Financial Services and Corporate & Asset Finance. The Real Estate Banking division is also reported
separately for internal reporting and risk management purposes.

We report certain items in the Corporate segment, which includes the Group Treasury division, the Head Office
and central support functions. Items of income and expense within the Corporate segment include the net impact of
managing liquidity for MBL Group, earnings on capital, non-trading derivative volatility, unallocated head office
costs and employment related costs of central support functions (service areas), income tax expense and
distributions to holders of convertible preference securities (“CPS”), Macquarie Income Preferred Securities
(“MIPS”) and Macquarie Income Securities (“MIS”). The Corporate segment also includes the impact of changes in
credit spreads on non-trading financial instruments that are classified as fair value through profit or loss. The items
reported in the Corporate segment do not form part of the total profit contribution provided by our operating groups.
The total contribution to profit by operating groups plus the contribution to profit included in the Corporate segment
equates to our total profit after tax.

During the 2011 fiscal year, MBL Group acquired a number of entities and businesses (see ‘Financial
information presentation — Impact of acquisitions on the 2011 and 2010 fiscal years”) however, the operating
results of these acquisitions were not considered to have a material impact on the results of operation of MBL Group
for the 2011 fiscal year. For further information on their impact on our results of operation and financial condition
for the 2011 fiscal year, see “— Year ended March 31, 2011 compared to year ended March 31, 2010 — Segment
analysis” below.

In addition, during the 2011 fiscal year, MBL Group implemented a number of changes to its internal operating
groups that impacted the composition of its reporting segments, see “Financial information presentation —
Reorganization of operating groups and reporting segments within MBL Group during the 2011 fiscal year” for
further information. The results of our operating groups for the year ended March 31, 2011 are presented under the
heading “— Year ended March 31, 2011 compared to year ended March 31, 2010 below to give effect to these
internal reorganizations effective April 1, 2010, with the comparative information for the year ended March 31,
2010 presented on a consistent basis. A reconciliation of our segment results for the 2010 and 2011 fiscal years on a
statutory basis prior to the internal reorganizations, is presented below under “— Year ended March 31, 2011
compared to year ended March 31, 2010 — Segment overview — Basis of preparation — Reconciliation of segment
results for year ended March 31, 2010 to our historical financial statements”. Investors are urged to use caution in
analyzing the segment disclosures reported in the segment discussion presented under the heading “— Year ended
March 31, 2010 compared to year ended March 31, 2009 in this Report, since such historical financial information
includes the disclosures of our previous operating segments and has not been restated to reflect our current
reportable segments in accordance with AASB 8, see “Financial information presentation — Reorganization of
operating groups and reporting segments within MBL Group during the 2011 fiscal year” for further information.

During the 2009 fiscal year, MBL Group implemented a number of changes to its internal operating groups to
realign the product offerings of each group in a more consistent manner. As a result of these changes, MBL Group’s
operating segments for financial reporting purposes also changed. See “Financial information presentation” above
for further information.

Critical accounting palicies and significant judgments

Note 1 to our 2011 annual financial statements provides a list of the significant accounting policies. While we
regard all of our significant accounting policies as important to consider in evaluating our financial statements, we
have identified the following policies as particularly involving critical accounting estimates and requiring
management’s exercise of judgment.
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Basis of preparation and selection of policies

We prepare our financial statements in accordance with Australian Accounting Standards. Compliance with
Australian Accounting Standards ensures that the financial statements comply with IFRS as issued by the IASB.
Consequently, the financial statements incorporated by reference herein are also prepared in accordance with and
comply with IFRS as issued by the IASB.

The preparation of the financial statements requires the use of certain critical accounting estimates. It also
requires management to exercise judgment in the process of applying its accounting policies. Those areas involving
a higher degree of judgment or complexity, or areas where assumptions are significant to the financial statements are
discussed in this section, as a guide to understanding how their application affects our reported results. A broader
and more detailed description of the accounting policies we employ is shown in Note 1 to our 2011 annual financial
statements.

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including reasonable expectations of future events. Management believes the estimates used in preparing the
financial statements are reasonable. Actual results in the future may differ from those reported.

Fair value of financial instruments

Financial assets and financial liabilities in our trading portfolio, those designated at fair value through profit and
loss, and derivative instruments, are recorded at fair value on the balance sheet. Fair value reflects the amount for
which an asset could be exchanged or a liability settled, between knowledgeable willing parties in an arms’-length
transaction.

Key judgments affecting this accounting policy relate to how management determines fair value for such assets
and liabilities. Market prices or rates are used to determine fair value where an active market exists.

Where no active market price or rate is available, fair values are estimated using present value or other
valuation techniques, using inputs based on market conditions prevailing at balance sheet dates. The values derived
from applying these techniques are significantly affected by the choice of valuation model used and the underlying
assumptions made regarding factors such as timing and amounts of future cash flows, discount rates, credit risk and
volatility. The valuation techniques are validated and periodically reviewed by qualified personnel independent of
the area that created them. All models are certified by our Risk Management group before they are used, and
models are calibrated to ensure the outputs reflect actual data and comparative market prices. To the extent
possible, models use only observable data (for example, for over the counter derivatives), however areas such as
credit risk, volatilities and correlations require management to make estimates. Where fair value is evidenced by
comparison with other observable current market transactions in the same instrument, or based on a valuation
technique for which variables include only data from observable markets, then a profit is recognized immediately.

Business combinations

The purchase method of accounting is used to account for all business combinations (excepting business
combinations involving entities or businesses under common control) which occurred before April 1, 2010. From
April 1, 2010, business combinations are accounted for using the acquisition method. Cost is measured as the
aggregate of the fair values (at the date of exchange) of assets given, equity instruments issued or liabilities incurred
or assumed at the date of exchange plus, for business combinations occurring before April 1, 2010, any costs
directly attributable to the acquisition. Transaction costs arising on the issue of equity instruments are recognized
directly in equity, and those arising on borrowings are capitalized and included in interest expense using the
effective interest method.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured at their fair value on the acquisition date. MBL Group can elect, on a transaction-by-transaction basis, to
measure any non-controlling interest (“NCI”) either at fair value or at the NCI’s proportionate share of the fair value
of the identifiable assets and liabilities. The excess of the cost of acquisition over the fair value of MBL Group’s
share of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than MBL
Group’s share of the fair value of the identifiable net assets of the business acquired, the difference is recognized
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directly in the consolidated income statement, but only after a reassessment of the identification and measurement of
the net assets acquired. For contingent consideration given in business combinations occurring from April 1, 2010,
the amount is subsequently remeasured to its fair value with changes recognized in the consolidated income
statement.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted
to their present values as at the date of exchange. The discount rate used is the entity’s incremental borrowing rate,
being the rate at which a similar borrowing could be obtained from an independent financier under comparable
terms and conditions.

As aresult of applying the revised AASB 3 from April 1, 2010, the definition of a business is now modified: a)
to require inputs and processes to always exist, but not necessarily include all inputs or processes that the seller
used; b) to clarify the meanings of inputs and processes; and c) for the integrated activities and assets to only be
capable of being conducted and managed for the purpose.

Distinguishing between whether assets or a business is acquired therefore involves more judgment. Some of the
factors that MBL Group uses in identifying a business combination are:

e the nature of MBL Group’s industry and business model, which affects the nature of an input, process or
output;

e  whether the acquisition included at least a majority of the critical inputs (e.g., tangible or intangible assets,
and intellectual property) and a majority of the critical processes (e.g., strategic processes, skilled and
experienced workforce);

o the relative ease of replacing the critical processes not acquired by either integrating within MBL Group’s
existing processes or sub-contracting them to third parties; and

e the presence of goodwill.

Application of the revised AASB 3 in the current period has resulted in the recognition of a gain in the income
statement as a result of the re-measurement of MBL Group’s retained ownership interests to fair value, on the loss of
control of investments in subsidiaries and the loss of significant influence on investments in associates. These
retained interests have been accounted for as available for sale investments.

Impairment of loan assets

All loan assets are held at amortized cost and are subject to recurring review and assessment for possible
impairment. All bad debts are written off in the period in which they are identified. Provisions for loan losses are
based on an incurred loss model, which recognizes a provision where there is objective evidence of impairment at
each balance date, and is calculated based on the discounted values of expected future cash flows. Specific
provisions are recognized where impairment of individual loans are identified. Where individual loans are found not
to be impaired, they are placed into pools of assets with similar risk profiles and collectively assessed for losses that
have been incurred but not yet identified.

If, in a subsequent period, the amount of impairment losses decrease and the decrease can be related objectively
to an event occurring after the impairment losses were recognized, the previously recognized impairment losses are
reversed through the income statement to the extent of what the amortized cost would have been had the impairment
not been recognized.

I mpairment of equity accounted investments

Equity accounted investments are recorded at cost, adjusted for post acquisition profits or losses recognized in
the income statement and its share of post acquisition reserves recognized within equity. Whenever there is an
indication an equity accounted investment may be impaired, the investment’s carrying amount is compared to its
recoverable amount. If the carrying amount exceeds the recoverable amount, an impairment charge is recognized
immediately in the income statement. Recoverable amount is determined as the higher of fair value less costs to sell
or the present value of estimated future cash flows expected to arise from the investment. Subsequent impairment
reversal is recognized in the income statement.
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I mpairment of investment securities available-for-sale

Investment securities available-for-sale are initially carried at fair value plus transaction costs. Gains and losses
arising from subsequent changes in fair value are recognized directly in the available-for-sale reserve in equity, until
the asset is derecognized or impaired, at which time the cumulative gain or loss will be recognized in the income
statement. Available-for-sale equity investments are impaired when there has been a significant or prolonged
decline in the fair value below its cost. The determination of what is significant or prolonged requires judgment. In
making this judgment, MGL Group evaluates, among other factors, the normal volatility in share price and the
amount of time for which the fair value has been below cost. In addition, impairment may be appropriate when
there is evidence of deterioration in the financial condition of the investee, industry and sector performance,
operational and financing cash flows or changes in technology.

Impairment losses recognized in the income statement for available-for-sale equity investments are not
subsequently reversed through the income statement. However impairment losses recognized for available-for-sale
debt investments are subsequently reversed through the income statement if the fair value increases and the increase
can be objectively related to an event after the impairment loss was recognized in the income statement.

I mpairment of disposal groups classified as held-for-sale

Assets classified as held-for-sale are carried at the lower of carrying amount or fair value less costs to sell.
Assets classified as held-for-sale, or included within a disposal group that is classified as held-for-sale, are not
depreciated. An impairment loss is recognized for any initial or subsequent writedown of the asset to fair value less
costs to sell. A gain would be recognized for any subsequent increase in fair value less costs to sell, limited by the
previous cumulative impairment loss recognized. A gain or loss not previously recognized by the date of sale would
be recognized at the date of sale.

Acquisitions and disposals of controlled entities, joint ventures and associates, and held-for-sale investments

We acquire and dispose of investments regularly. Upon acquisition, the accounting treatment depends on the
level of influence that we exert over the decision making in relation to the financial and operating policies of the
investee:

e where control of an entity was obtained, its results have been included in the consolidated income statement
from the date on which control commenced. Where control of an entity ceased, its results are included for
that part of the fiscal year during which control existed;

e associates and joint ventures are entities over which we have significant influence or joint control, and are
accounted for under the equity method except for those which are held-for-sale; and

e assets classified as held-for-sale include controlled entities and interests in associates or joint ventures
whose carrying amount will be recovered principally through a sale transaction rather than continuing use.
Assets classified as held-for-sale are carried at the lower of carrying amount and fair value less costs to sell.

Management determines the dates of obtaining/losing control, significant influence or joint control, of another
entity based on an assessment of all pertinent facts and circumstances that affect the ability to influence the decision
making in relation to the financial and operating policies of that entity. Facts and circumstances that have the most
impact include the contractual arrangements agreed with the counterparty, the manner in which those arrangements
are expected to operate in practice, and whether regulatory approval is required to complete. The
acquisition/disposal date does not necessarily occur when the transaction is closed or finalized at law.

Debt issued at amortized cost

MBL Group has on issue debt securities and instruments which are initially recognized at fair value net of
transaction costs incurred, and subsequently measured at amortized cost. Any difference between the proceeds (net
of transaction costs) and the redemption amount is recognized in the income statement over the period of the
borrowings using the effective interest method.
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Other financial liabilities at fair value through profit or loss

This category includes only those financial liabilities that have been designated by management as held at fair
value through profit or loss on initial recognition. The policy of management is to designate a financial liability as
such if: (i) the liability contains embedded derivatives which must otherwise be separated and carried at fair value;
(ii) the liability is part of a group of financial assets and financial liabilities managed and evaluated on a fair value
basis; or (iii) if by doing so eliminates (or significantly reduces) a measurement or recognition inconsistency that
would otherwise arise. Interest expense on such items is recognized in the income statement in interest expense.

Fair value gains and losses relating to financial liabilities designated as held at fair value through profit or loss
are included in net trading income. This includes gains or losses as a result of changes in own credit spread on
issued debt and subordinated debt carried at fair value.

Loan capital

Loan capital is debt issued by MBL Group with terms and conditions that qualify for inclusion as capital under
APRA Prudential Standards. Loan capital debt issues are initially recorded at fair value plus directly attributable
transaction costs and thereafter at either amortized cost using the effective interest method (for convertible
preference securities and subordinated debt at amortized cost) or at fair value through profit or loss (for subordinated
debt at fair value through profit and loss).

Special purpose entities and securitizations

Securitized positions are held through a number of special purpose entities, which are generally categorized as
mortgage special purpose entities and other special purpose entities, and include certain managed funds and
repackaging vehicles. Where we are exposed to the majority of the residual risk associated with these special
purpose entities, their underlying assets, liabilities, revenues and expenses are reported in the consolidated balance
sheet and income statement.

When assessing whether a special purpose entity is controlled (and therefore consolidated), judgment is
required about risks and rewards as well as our ability to make operational decisions for the special purpose entity.
The range of factors that are considered in assessing control are whether: (i) a majority of the benefits of a special
purpose entity’s activities are obtained; (ii) a majority of the residual ownership risks related to the special purpose
entity’s assets are obtained; (iii) the decision making powers of the special purpose entity vest with us; and (iv) the
special purpose entity’s activities are being conducted on behalf of us according to our specific business needs.

I ncome tax

The income tax expense for the year is the tax payable on the current period’s taxable income based on the
national income tax rate for each jurisdiction, adjusted for changes in deferred tax assets and liabilities and unused
tax losses. Deferred tax assets are recognized when temporary differences arise between the tax base of assets and
liabilities and their respective carrying amounts which give rise to a future tax benefit, or where a benefit arises due
to unused tax losses, but are only recognized in both cases to the extent that it is probable that future taxable
amounts will be available to utilize those temporary differences or tax losses. Deferred tax liabilities are recognized
when such temporary differences will give rise to taxable amounts being payable in future periods.

MGL and its wholly owned Australian controlled entities apply the tax consolidation regime in Australia.
Under the terms and conditions of the tax contribution agreement, MBL Group will be charged or reimbursed for
current tax liabilities or assets incurred by MGL in connection with their activities. As a consequence, MBL Group
will recognize amounts receivable or payable under a tax contribution agreement with MGL.

Management exercises judgment in determining whether deferred tax assets, particularly in relation to tax
losses, are probable of recovery. Factors considered include the ability to offset tax losses within the group in the
relevant jurisdiction, the length of time that tax losses are eligible for carry forward to offset against future profits
and whether future profits are expected to be sufficient to recoup losses.
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Impairment of goodwill and other identifiable intangibles
Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of MBL Group’s share of the
identifiable net assets of the acquired entity at the date of acquisition. Goodwill arising from business combinations
is included in intangible assets on the face of the balance sheet. Goodwill arising from acquisitions of associates is
included in the carrying amount of investments in associates.

Other identifiable intangible assets

An intangible asset is considered to have an indefinite useful life where it is expected to contribute to MBL
Group’s net cash inflows indefinitely.

Licenses and trading rights are carried at cost less accumulated impairment losses. These assets are not
amortized because they are considered to have an indefinite useful life.

Management rights have a finite useful life and are carried at cost less accumulated amortization and
impairment losses. Amortization is calculated using the straight-line method to allocate the cost of management
rights over the estimated useful life, usually a period not exceeding 20 years.

Customer and servicing contracts acquired with a finite useful life are carried at cost less accumulated
amortization and any impairment losses. Amortization is calculated based on the timing of projected cash flows of
the relationships over their estimated useful lives.

Customer and servicing contracts with an indefinite useful life are carried at cost less accumulated impairment
losses.

Software

Certain internal and external costs directly incurred in acquiring and developing certain software are capitalized
and amortized over the estimated useful life, usually a period of three years. Costs incurred on software maintenance
are expensed as incurred.

Impairment

Goodwill and intangible assets that have an indefinite useful life are not subject to amortization but are tested
annually for impairment, or more frequently if events or changes in circumstances indicate that the carrying amount
may not be recoverable. For intangible assets that have a finite useful life, an assessment is made at each reporting
date for indications of impairment. An impairment loss is recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash inflows which are largely independent of the cash inflows from other assets or
groups of assets (cash-generating units). Intangible assets (other than goodwill) that suffered impairment are
reviewed for possible reversal of the impairment at each reporting date.

Pending accounting standar ds changes

For a description of standards, interpretations and amendments to AGAAP that are not yet effective but could
have a significant impact on our accounting policies, see Note 1 to our 2011 annual financial statements.

Trading conditions and market update
Operating conditions

The year ended March 31, 2011 was characterized by ongoing volatility and uncertainty in global markets,
particularly during the first half of the 2011 fiscal year.

During the year ended March 31, 2011, equity markets remained subdued, adversely impacting trading
conditions for the derivatives business, as investor confidence continued to negatively impact market volumes.
While there was some improvement in equity market volumes in Australia, Asia, Europe and Canada, volumes
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remained below the level in the prior fiscal year and adversely impacted conditions for retail broking, which were
relatively subdued during the 2011 fiscal year. Retail trading market volumes on the ASX were down on the prior
fiscal year as a result of reduced retail investor confidence. Demand for deposit products in Australia remained
strong while mutual funds in all regions experienced increases in overall Assets under Management compared to the
prior fiscal year.

Prices of metals and agricultural commodities continued to rise, and United States’ credit markets continued to rally
during the 2011 fiscal year. Trading conditions in energy markets remained difficult, particularly in United States
gas prices, while activity levels improved in agricultural commodity markets as a result of increased volatility and
higher prices due to a series of globally significant weather events. During the year ended March 31, 2011, the
weaker U.S. dollar continued putting pressure on U.S. bond yields, leading to a more speculative environment with
money moving into real assets. Foreign exchange volumes remained subdued, with lower client term hedging
activity resulting from the higher Australian dollar.

In Australia and the United States, margins on primary and secondary corporate bond issuances continued to
contract, as increased liquidity continued to flow to credit markets during the 2011 fiscal year. Acquisition
opportunities in loan and lease portfolios continued to appear as competitors reduced participation, exited, retracted
or realigned strategies, particularly in the United States and Europe, however increased numbers of potential buyers
particularly in the United States, moderated demand. The leasing environment in the United States remained
comparatively weak during the 2011 fiscal year while primary financing opportunities emerged as corporate activity
increased during the period, particularly in North America and Asia.

Impact on MBL Group

During the year ended March 31, 2011, operating conditions affected activity across a number of our
businesses, in particular, Fixed Income, Currencies & Commodities and Macquarie Securities.

Lower demand for derivatives and structured products impacted Macquarie Securities’ results. Fixed Income,
Currencies & Commodities benefited from rising prices in metals and agricultural commodities and the continued
rally in United States’ credit markets, however this was offset by lower foreign exchange trading volumes and
challenging energy market trading conditions. Macquarie Funds experienced net inflows and new mandates
combined with higher fee and commission income as a result of the full year effect of the acquisition of Delaware
Investments, however this was largely offset by the appreciation of the Australian dollar against major global
currencies. More favorable operating conditions and benefits from recent investment in domestic businesses and
global platforms resulted in improved performances for Corporate & Asset Finance and Banking & Financial
Services. See “— Year ended March 31, 2011 compared to year ended March 31, 2010” for an analysis of MBL’s
financial performance for the year ended March 31, 2011.

Since March 31, 2010, MBL Group has continued to grow its global platform by selectively deploying surplus
capital and funding to make strategic acquisitions across its operating groups and divisions. Acquisitions announced
by MBL in the year ended March 31, 2011 included:

e the equity derivatives business of Sal. Oppenheim jr & Cie (“Sal. Oppenheim”), a German private
bank. For further details of this acquisition, see “Macquarie Bank Limited — Operating groups —
Macquarie Securities”.

e ILFC’s aircraft operating lease portfolio. For further details of this acquisition, see “Macquarie Bank
Limited — Operating groups — Corporate & Asset Finance”.

e GMAC Australia’s retail auto leases and loans portfolio. For further details of this acquisition, see
“Macquarie Bank Limited — Operating groups — Corporate & Asset Finance”.

e INNOVEST Kapitalanlage AG, an Austrian asset manager that is expected to further enhance MBL
Group’s funds management business in Europe. For further details of this acquisition, see “Macquarie
Bank Limited — Operating groups — Macquarie Funds”.
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In addition, organic growth initiatives continued across MBL Group during the year ended March 31, 2011.
These included:

e Macquarie Securities consolidated the expansion of its derivative business in Europe and the United
States, and focused on product rollout and developing client recognition in these regions. It also
entered into a joint venture with Fixed Income, Currencies & Commodities to provide Fixed Income,
Currencies & Commodities related structured derivative products in Europe.

e Fixed Income, Currencies & Commodities continued to expand its Asian businesses by establishing a
Singapore “hub” and extending MBLSB activities to include OTC derivatives. It also entered into a
joint venture with Macquarie Securities to provide Fixed Income, Currencies & Commodities related
structured derivative products in Europe. Fixed Income, Currencies & Commodities also expanded its
energy marketing and trading platform with the addition of a Calgary-based crude oil marketing team
and a Latin American oil liquids origination and marketing team, based in Houston. It also continued
to grow its credit trading capabilities with the addition of a commercial mortgage finance and CMBS
team in New York. Additionally, Fixed Income, Currencies & Commodities extended its physical
trading capabilities by entering the physical base metals market through its operations in London.

e Corporate & Asset Finance continued to grow its loan and asset portfolio through the growth of
corporate lending, smart metering, equipment leasing, expansion of technology leasing into Asia and
continued growth of its vendor/channel financing programs. In addition, Corporate & Asset Finance
completed more than A$1.2 billion of motor vehicle lease and loan securitizations (including two
issuances in the United States).

e Macquarie Funds consolidated its global expansion, providing a platform for complementary
capabilities, distribution, specialist structuring skills and a scalable operational platform. During the
2011 fiscal year, Macquarie Specialised Investment Solutions expanded its wholesale business,
particularly in the United States and Asia.

e Banking & Financial Services continued to build its client base, particularly in Australia and Canada
through a range of growth initiatives, including launching Macquarie EquityPlus, an investment
product tailored for the Canadian retail market.

The impact of these initiatives is further described above under “Macquarie Bank Limited — Operating
groups”.

In light of the uncertain regulatory environment, MBL continued to maintain what it believes to be a
conservative approach to funding and capital. During the year ended March 31, 2011, MBL issued €600 million
(approximately A$816 million, based on the exchange rate from the European Central Bank on May 3, 2011, which
was A$1.3604 per €1.00) of subordinated debt in the public term debt markets. Subsequent to March 31, 2011, MBL
issued a further US$1 billion (A$1 billion) of subordinated debt. During the year ended March 31, 2011, MBL also
increased its total deposits by 61% from A$19.6 billion at March 31, 2010 to A$31.6 billion at March 31, 2011,
largely due to the conversion of the CMT accounts to the CMA (see “Macquarie Bank Limited — Operating groups
— Banking & Financial Services”) and further organic growth in retail deposits. As at March 31, 2011, MBL
Group had a Tier 1 capital ratio of 10.7% and a total capital ratio of 12.4%. MBL Group continues to monitor
regulatory and market developments in relation to liquidity and capital management, as discussed under “Regulation
and supervision”.

For a discussion of the impact of trading and market conditions on our results of operation and financial
condition for the 2011 fiscal year, see “— Year ended March 31, 2011 compared to year ended March 31, 2010 —
Results overview” for further information.
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Year ended March 31, 2011 compared to year ended Mar ch 31, 2010

Results overview

Year ended
Mar 11 Mar 10 M ovement*
AS$m A$m %
Income statement
INEt INTETEST INCOIME ..vvvveieeeeieieieeeeeetieee e e e eeeaae e e e e e eenaeeeeeeeeeaaareeeeesssaraeeseeseeennes 1,651 1,325 25
Fee and COMMISSION INCOIMIE . .........veeeiveeiereieeeeeeeeieeeeteeeeeeeeeeeeesereeeeenaeeeenns 1,307 1,036 26
Net trading INCOME .......eoveveeeieeeieieieeeieeee ettt eesee e e seeneeneeneas 1,279 1,237 3
Share of net profits/(losses) of associates and joint ventures accounted for
using the equity Method.........coevieiviriiiriieiecieeee e 45 7 large
Other operating income and charges2 ............................................................. 513 47 large
Net Operating iNCOME..........ccviviieieerieiice ettt ettt e 4,795 3,652 31
EMPIlOYMENt EXPEINSES ...vevveiieeiieiieriieienieeiesieesteesesreereseeesseseaesseessesseensesseenns (1,553) (1,089) 43
Brokerage and cOmMmIiSSION EXPENSES ......eevvervrerveererreererieieserenieeeesseensesnenes (669) (548) 22
OCCUPANCY CXPEIISES ..eenvenveenrernrenieeteritentesitesteensesstesseentesseessesseessesasesseensesssense (139) (122) 14
Non-salary technology EXPENnSEs .......ccvevvieierieriirierieneeieseenieere e eee e ene e (98) (88) 11
Other OPerating EXPENSES. .....ecveeueerrerierterreerieeieritetesieeteseesteetesseeseessesssesseens (1,231) (1,043) 18
Total OPErating EXPENSES. ......c.eoveieeeeiertetesietee e stee et aeteseesesteseeensensens (3,690) (2,890) 28
Operating profit before iNCOMe taX........cccevvvereeierieriieneeieniee e 1,105 762 45
Income tax benefit/(EXPENSE)....cceevverrerieriieiieriieieeeerieeeenie e e eaesee e seeese e (272) (65) large
Profit from ordinary activities after incometax............ccooeeeevrenecenienene 833 697 20
Profit/(loss) attributable to non-controlling interests...........ccecueveereereereennenn 4) (13) (69)
Profit attributable to ordinary equity holders of MBL...........ccccocvvvieiininnnne 829 684 21
Distributions paid or provided on Macquarie
TNCOME SECUTTEIES .....vovoeeeeeeeceeeeeee e es e s e eeeenenens (26) (21 24
Profit attributableto ordinary equity holders of
Macquarie Bank LiMIted .............ooovvoeeeeeeeeeeeeeeeeeseeeeeseeee e 803 663 21

! “large” indicates that actual movement was greater than 300%.

2 “Other operating income and charges” includes A$155 million in impairment charges and provisions (March 31, 2010: A$403 million).

Profit attributable to ordinary equity holders of A$803 million for the year ended March 31, 2011 increased
21% from A$663 million in the prior fiscal year primarily due to increased interest income from growth in
Corporate & Asset Finance’s loan and lease portfolio, increased equity accounted income from improved underlying
results of investments and reduced levels of writedowns and impairments, which were partially offset by higher
operating expenses due to increased headcount as a result of recent acquisitions, including Sal. Oppenheim,
Macquarie Private Wealth Canada and Delaware Investments and increased brokerage and commission expenses
mainly due to the full year contribution of Delaware Investments. See “Financial information presentation —
Impact of acquisitions on the 2011 and 2010 fiscal years” for further information. Our results for the 2011 fiscal
year continued to be affected by trading and market conditions. See “— Trading conditions and market update”
above for further information. Overall, there was a negative impact on net operating income due to the
strengthening of the Australian dollar against major currencies.

Total operating income of A$4,795 million for the year ended March 31, 2011 increased 31% from
A$3,652 million in the prior fiscal year. The main drivers of this increase were:

e a 25% increase in net interest income to A$1,651 million for the year ended March 31, 2011 from
A$1,325 million in the prior fiscal year driven by an increase in corporate lending volumes, recent
acquisitions of leasing portfolios and improved margins;

61
SY1 42620v.15



a 26% increase in fee and commission income to A$1,307 million for the year ended March 31, 2011
from A$1,036 million in the prior fiscal year driven by the full year impact of the acquisition of
Delaware Investments; and

a significant increase in other operating income to A$513 million for the year ended March 31, 2011
from A$47 million in the prior fiscal year driven by a 110% increase in net operating lease income
from A$72 million in the prior fiscal year to A$151 million for the year ended March 31, 2011 due to
Corporate & Asset Finance’s acquisitions of aircraft leases during the 2011 fiscal year. In addition,
there was a significant reduction in write-downs and impairment charges from a net expense of
A$403 million in the prior fiscal year to a net expense of A$155 million for the year ended March 31,
2011.

Total operating expenses of A$3,690 million for the year ended March 31, 2011 increased 28% from
A$2,890 million in the prior fiscal year. The increase was largely driven by:

a 43% increase in employment expenses to A$1,553 million for the year ended March 31, 2011 from
A$1,089 million in the prior fiscal year, which was due to an increase in average headcount resulting
from the full year impact of acquisitions, and a 22% increase in brokerage and commission expenses to
A$669 million from A$548 million in the prior fiscal year mainly due to the full year contribution of
Delaware Investments.

Income tax expense of A$272 million increased from A$65 million in the prior fiscal year, as a result of
reduced levels of write-downs and impairment charges. See “— Results analysis — Income tax expense” for further
information. As a result, the effective tax rate for the year ended March 31, 2011 of 25% increased from 9% in the
prior fiscal year.

See “— Results analysis” below for further information on each of these drivers.

Our results for the 2011 fiscal year continued to be affected by trading and market conditions. See “— Trading
conditions and market update” above for further information. Overall, there was a negative impact on net operating
income due to the strengthening of the Australian dollar against major currencies.
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Results analysis

MBL Group presents the information below relating to our financial results on a consolidated MBL Group
basis.

Net interest income

Year ended
Mar 11 Mar 10 Movement
A$m A$m %

Net interest income
INEEIESE TEVEIUC ..oeiiiieiiiieee ettt eeere e eeetr e e e eeear e e e e e e eeaaraeeeeens 5,141 4,353 18
INEEIEST EXPEIISE ...vonveeeieneeeiieiieiie ettt sttt ettt et st st e e b et eenenee (3,490) (3,028) 15
Net interest income (asreported) ........ceeeeeveeeeeieeieeeieeee e 1,651 1,325 25
Adjustment for accounting for SWaps' .............ccccoovvvrrreereeeeseeeeeeeeeeeee e (171) (218) 22)
Adjusted Net iNterest INCOME .......c.ooviviieieeeeeeeceeeee e 1,480 1,107 34

Australian Accounting Standards require derivatives hedging interest rate risk to be carried at fair value through trading income unless they
form part of a qualifying hedge relationship. This distorts the analysis of net interest income and trading income in each operating group.
To assist in the analysis of net interest margins, the impact of accounting for swaps used to economically hedge interest rate risk that is
included in trading income for statutory purposes, has been adjusted against net interest income and shown separately above.

Adjusted net interest income of A$1,480 million for the year ended March 31, 2011, increased 34% from
A$1,107 million in the prior fiscal year. The main drivers of the increase were:

e an increase in average margins, which can be largely attributed to a change in the product mix resulting
from continued growth of the higher yielding lending portfolio in Corporate & Asset Finance, with average
lending volumes in that segment increasing 9% from A$23.1billion in the prior fiscal year to
A$25.3 billion at March 31, 2011; and

e increased contribution from the Canadian loan portfolio, which includes mortgages, insurance premium
funding and margin loans, and capital protected products, which closed at A$8.8 billion at March 31, 2011,
up 26% from A$7.0 billion at March 31, 2010 despite the stronger Australian dollar.

The impact of these increases was partially offset by decreased contribution from the Australian mortgage
portfolio, which saw a 19% decrease in outstanding balances to A$11.6 billion at March 31, 2011 from
A$14.3 billion at March 31, 2010 as the result of a run-off of that portfolio.

Fee and commission income

Year ended
Mar 11 Mar 10 M ovement
A$m A$m %

Fee and commission income
BaSE f0CS ..eiiiiiieiiieee e 598 464 29
Performance fEES ........ceoiiieriiiienieieseee e e 25 45 (44)
Mergers and acquisitions, advisory and

UNAETWITHING TEES ..evviivieiieiieieeieie ettt steebe e steeste e aeenesaeense s 50 37 35
Brokerage and COMMISSIONS .........eerveerieriieriirieriieienieesieeiee e eeesieeeesieesae e e 338 288 17
Income from life investment contracts and

other unit holder INVEStMENt ASSELS ........ccvvieevvieeirieeeieee e eeaeees 78 48 63
Other fee and commission income ................... 218 154 42
Total fee and commission income. 1,307 1,036 26

Total fee and commission income of A$1,307 million for the year ended March 31, 2011 increased 26% from
A$1,036 million in the prior fiscal year largely due to the full year contribution of Delaware Investments to base
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fees and other fee and commission income and an increase in brokerage and commissions from the acquisition of
Macquarie Private Wealth Canada.

Base and performance fees

Base fees of A$598 million for the year ended March 31, 2011, increased by 29% from A$464 million for the
prior fiscal year. This increase was driven by the full year impact of the acquisition of Delaware Investments, which
contributed base fees of A$393 million in the year ended March 31, 2011 (A$90 million in the year ended March 31,
2010) and Assets under Management of A$151 billion in January 2010, offset by the impact of the conversion of the
CMT to CMA in July 2010, which reduced Assets under Management by A$9.6 billion, and the adverse impact of a
stronger Australian dollar on Assets under Management denominated in foreign currencies. At March 31, 2011,
Delaware Investments had Assets under Management of A$153 billion. See “Macquarie Bank Limited — Funds
management business — Assets under Management” for further discussion on the movements in Assets under
Management during the period.

Performance fees of A$25 million for the year ended March 31, 2011 decreased 44% from A$45 million in the
prior fiscal year. This was primarily due to the one-off inclusion of A$34 million in performance fees from the sale
of the Kukdong building by Macquarie Central Office CR-REIT in the prior fiscal year.

Brokerage and commissions

Brokerage and commission income predominantly includes transaction related fees from brokerage services
provided to retail clients. Brokerage and commission income of A$338 million for the year ended March 31, 2011
increased 17% from A$288 million in the prior fiscal year mainly due to the acquisition by Banking & Financial
Services of Macquarie Private Wealth Canada in December 2009, improvements in market conditions globally and
increased brokerage revenues in the Fixed Income, Currencies & Commodities futures execution and clearing
markets.

Brokerage and commission income from Macquarie Securities was broadly in line with the prior fiscal year.
The Americas and Europe continued to grow, benefiting from recent acquisitions including Sal. Oppenheim. This
was offset by lower commissions in Asia and Australia due to reduced client activity as well as Asian revenues
being negatively impacted by the stronger Australian dollar.

Other fee and commission income

Other fee and commission income of A$218 million for the year ended March 31, 2011 increased 42% from
A$154 million in the prior fiscal year. This increase was mainly due to distribution service fees for Delaware
Investments which were offset with related expenses that, for accounting purposes, are recognized in brokerage and
commission expense. The fees relate to marketing or distribution fees on mutual funds. In addition, there was an
increase in platform fees from higher average Wrap funds under administration compared to the prior fiscal year and
the growth of the Macquarie Professional Series. The average Australian Wrap platform volumes during the year
ended March 31, 2011 increased 6% on the prior fiscal year and funds under administration in the Macquarie
Professional Series grew by 28% primarily due to new inflows.

Income from life investment contracts and other unit holder investment assets

Income from life investment contracts and other unit holder investment assets includes income from the
provision of life insurance by Macquarie Life and True Index income earned on funds managed by Macquarie
Funds. Macquarie True Index delivers clients pre-tax returns (before buy/sell spreads on transactions). Any under-
performance is compensated by MBL and conversely, any out-performance is retained by MBL.

Income from this category of A$78 million for the year ended March 31, 2011 increased 63% from
A$48 million in the prior fiscal year largely as a result of growth in the insurance inforce book. The inforce book is
the aggregate annualized life insurance premium payable for policies issued by the life company, and still paying
premiums, at the balance date.

64
SY142620v.15



Net trading income

The composition of net trading income set out below excludes interest revenue and expense, brokerage and
commission revenue and expense, and operating costs of trading activities. See “— Segment analysis — Macquarie
Securities (excluding the Cash division, which forms part of the Non-Banking Group)” and “— Segment analysis —
Fixed Income, Currencies & Commodities” for further discussion of MBL’s trading activities.
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Year ended

Mar 11 Mar 10 Movement*

AS$m A$m %
Net trading income (aSreported) ........ooeveeeeeeeeeeciececeeeeereeeeeeeeeeea 1,279 1,237 (14)
Adjustment for accounting for SWapPS2............cc.coveveeeeeeeeeeeeeeeeseeeeeeeseeseene 171 218 (22)
Adjusted net trading iNCOME..........ccvoouiieeiieieieeeeee e 1,450 1,455 nm

“nm” indicates that the percentage change was less than 0.5% and therefore not meaningful.

Australian Accounting Standards require derivatives hedging interest rate risk (especially swaps) to be carried at fair value through trading
income unless they form part of a qualifying hedge relationship. This distorts the analysis of net interest income and trading income in each
operating group. To assist in the analysis of net interest margins, the impact of accounting for swaps used to economically hedge interest
rate risk that is included in trading income for statutory purposes, has been adjusted against interest rate products in the analysis below.

Year ended
Mar 11 Mar 10 Movement'
A$m AS$m %

EQUILICS .o 345 555 (38)
Commodities

Trading INCOME......ccueeeieieieieec e 570 621 ®)

Fair value adjustments relating to leasing contracts ... (17) 42 large
Foreign exchange products..........cccovvvevveneevieneenieneeninne 191 104 84
Interest rate products

Trading iNCOME ......ccovervreieeereieeieieeresie e eieeieseeie e 352 388 )

Fair value adjustments on fixed rate issued debt.......... 9 (255) large
Adjusted net trading iNCOME..........ccevvereeeeieceeeereeenen 1,450 1,455 nm

“nm” indicates that the percentage change was less than 0.5% and therefore not meaningful and “large” indicates that actual movement was
greater than 300%.

MGL enters into various tolling agreements, capacity contracts and transportation agreements as part of its commodity trading and hedging
strategies. The contracts and agreements, which are managed on a fair value basis for financial and risk management purposes, are required
to be accounted for on an accruals basis for statutory reporting purposes. This creates a measurement mismatch with related trading
positions that are reported at fair value for statutory purposes. For the purposes of enabling comparison with prior periods, commodities
trading income is presented on a basis consistent with management reporting, and the reversal of the fair value adjustments relating to
leasing contracts are presented separately to reconcile the result to the statutory presentation.

Adjusted net trading income of A$1,450 million for the year ended March 31, 2011 was in line with
A$1,455 million in the prior fiscal year. The year ended March 31, 2011 and the prior fiscal year included fair value
adjustments relating to leasing contracts (recognized in commodities related income) and a fair value adjustment on
fixed rate issued debt (recognized in interest rate products related income). Excluding these fair value adjustments,
total adjusted trading income decreased 12% from A$1,668 million in the prior fiscal year to A$1,469 million for
the year ended March 31, 2011. The year was characterized by challenging market conditions which impacted
equities and commodities related trading income particularly in the first half of the 2011 fiscal year.

Equities

Trading income from equities of A$345 million for the year ended March 31, 2011 decreased 38% from
A$555 million in the prior fiscal year. The decrease was driven by challenging market conditions which impacted
revenue throughout the year, particularly in the first half of the 2011 fiscal year.

Retail and institutional product revenues were down across all regions with the exception of Europe which
benefited significantly from the acquisition of Sal. Oppenheim. Arbitrage trading continued to make a strong
contribution. Reduced volatility and liquidity in equities markets, especially in the first half of the 2011 fiscal year,
adversely impacted trading income. See “— Segment analysis — Macquarie Securities”.
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Commodities

Commodities trading income of A$570 million for the year ended March 31, 2011 decreased 8% from
A$621 million in the prior fiscal year. Challenging trading conditions and lower client term hedging activity in
some commodities markets during the year ended March 31, 2011 negatively impacted trading revenues particularly
in the first half. Energy markets occasionally experienced more difficult trading conditions with periods when the
market moved away from fundamentals resulting in reduced income compared to the prior fiscal year.

Commodities trading income, including in metals and agricultural markets and client activity in term hedging,
improved in the second half of the 2011 fiscal year after a sporadic first half. Global weather events and geopolitical
unrest in the Middle East led to significant volatility in a number of commodities markets during the year. Northern
hemisphere energy revenues were stronger in the second half of the 2011 fiscal year reflecting the seasonal nature of
the energy market.

Foreign exchange products

Trading income on foreign exchange products of A$191 million for the year ended March 31, 2011 increased
84% from A$104 million in the prior fiscal year, however the total net income from trading activities relating to
foreign exchange products, including net interest income/expense, was down. Global volatility in currency markets
remained suppressed and the higher Australian dollar impacted the level of client term hedging. Together with some
margin compression this had a negative impact on total net income from trading activities. See “— Segment
analysis — Fixed Income, Currencies & Commodities” below for further information.

Interest rate products

Trading income on interest rate products of A$352 million for the year ended March 31, 2011 decreased 9%
from A$388 million in the prior fiscal year. Trading income in the year ended March 31, 2011 included gains on the
sale of fixed rate bonds from the liquid assets portfolio by Group Treasury. See “— Critical accounting policies and
significant judgments — Other financial liabilities at fair value through profit or loss” above for further information.
These gains were offset by lower levels of income in Fixed Income Currencies & Commodities. Although Fixed
Income, Currencies & Commodities’ base of offerings has been expanded in the United States and Asia over the last
twelve months, trading income for the year ended March 31, 2011 was down, reflecting lower levels of client
activity. The prior fiscal year was characterized by strong rallies in credit markets globally post the financial crisis.
This yielded strong returns in Fixed Income, Currencies & Commodities’ interest rate related businesses.

Share of net profits/(losses) of associates and joint ventures

Year ended
Mar 11 Mar 10 Movement'
A$m A$m %
Share of net profits/(losses) of associates
and joint ventures accounted for using the equity method .................. 45 7 large

! “large” indicates that actual movement was greater than 300%.

Share of net equity accounted profits of associates and joint ventures of A$45 million for the year ended
March 31, 2011 increased significantly from A$7 million in the prior fiscal year. The increase was due to the
improvement in global economic conditions and the effect on the underlying results of the investments.
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Other operating income and charges

Year ended
Mar 11 Mar 10 M ovement*
A$m A$m %

Net gains on sale of investment securities available-

101 BT (OO UURUPRURPSPR 205 42 large
Net gains on sale of associates (including associates

held-for-sale) and jOint VENTUIES ...........ccveveeriirieriieie e 13 9 44
Gain on acquiring, disposing and change in ownership

interest in subsidiaries, associates and businesses held-for-sale................. 41 138 (70)
Gain on re-measurement of retained investments 18 - large
Impairment charge on investment securities available-

18] BT | (USSP 29) (101) (71)
Impairment charge on investments in associates

AN JOINE VENTUTES ....evieniieiieieeiieieeitesie ettt sttt s (18) (69) (74)
Impairment charge on non-financial assets..........ccceeeeeverirrierierienieeieseeiene (6) 23) (74)
Gain on repurchase of subordinated debt ............ccceeveeieriiciinieiieeieeceee - 55 (100)
Net operating 18aSe INCOME........c.cevvieveriieieiieieeeesieeiesieeseeseeaeseeaesseesseeaens 151 72 110
Dividends/distributions received/receivable from

investment securities available-for-sale ...........c.cooviieninineninceeed 30 23 30
Management fees, group service charges and

COSE TECOVETICS .uvveevienrieeereesireereessreesseessseesseessessseassesssseesseessseesssssssesssseanns (18) 27 33)
Collective allowance for credit losses written-back/(provided for) during

the fISCAl YEAT ....cuieiiriieiieieee e 18 ) large
SPECITIC PIOVISIONS ..euevieitieiiiieiieeiieeieeeieeteesteeseeeaeesreesseesseessseessnesnseesnsenns (120) (209) 43)
Other INCOME .....co.eeuiriiiiiiiiriier e 228 138 65
Total other operating incomeand charges........................ 513 47 large

! “large” indicates that actual movement was greater than 300%.

Total other operating income and charges increased significantly to A$513 million for the year ended March 31,
2011 from A$47 million in the prior fiscal year.

Net gains on sale of investment securities available-for-sale increased significantly to A$205 million for the
year ended March 31, 2011 from A$42 million in the prior fiscal year. The year ended March 31, 2011 included
realizations of investments in resource markets, particularly in the gold sector, and the sale of debt securities held for
liquidity management purposes by Group Treasury.

Impairment charges on investment securities available-for-sale, associates, non-financial assets and disposal
groups held-for-sale of A$53 million in the year ended March 31, 2011 decreased 73% from A$193 million in the
prior fiscal year. Lower impairment charges on MBL’s co-investments during the period compared to the prior
fiscal year resulted from a stabilization of global markets and improved operating conditions.

Gains on acquiring, disposing and change in ownership interests in subsidiaries, associates and businesses held-
for-sale of A$41 million for the year ended March 31, 2011 decreased 70% from A$138 million in the prior fiscal
year. The result for the year ended March 31, 2011 included a A$23 million gain from the partial sell-down of
ownership in OzForex. The prior fiscal year result included a one-off gain of A$127 million from the financing of
£157.5 million of Macquarie Income Preferred Securities, and income from the sale of the majority of the real estate
funds platform to Charter Hall Group.

During the year ended March 31, 2011, a gain of A$18 million was generated on the re-measurement of
retained investments. There was a one-off gain of A$55 million generated on the repurchase of issued subordinated
debt in April 2009 in the prior fiscal year, which was not repeated in the year ended March 31, 2011.
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Net operating lease income of A$151 million for the year ended March 31, 2011 increased 110% from
A$72 million in the prior fiscal year mainly due to the acquisition by Corporate & Asset Finance of aircraft assets
and associated operating leases from ILFC during the 2011 fiscal year.

Collective allowance for credit losses written-back during the year ended March 31, 2011 of A$18 million
compared to a collective allowance for credit losses of A$1 million in the year ended March 31, 2010, primarily due
to improved loss rates on portfolios compared to the prior fiscal year.

Specific provisions of A$120 million in the year ended March 31, 2011 decreased 43% from A$209 million in
the prior fiscal year. The decrease reflected improved market and economic conditions.

Other income of A$228 million for the year ended March 31, 2011 increased 65% from A$138 million in the
prior fiscal year largely due to the sale of net profit interests and royalties from participants in the metals and energy
sectors.
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Operating expenses

Year ended
Mar 11 Mar 10 Movement
A$m A$m %

Operating expenses
Employment expenses:

Compensation expenses:

Salary, commissions, superannuation and performance-related profit
SHATE ..ot (1,437) (1,012) 42

Share based PAYMENLES .......cc.eeveriirieriierieiiesieeteieeresre e seesteeeesseesesseense e (101) (66) 53

Provision for annual [€AVe..........cceeeeviiiieiiieieiieieee et (12) (®) 50

Provision for 10ng Service [€avVe ..........ccvevvirierieeieieeieeeeese e 3) 3) -
Total employmMeENt EXPENSES........c.ecviciiiveiicieieeteree ettt enens (1,553) (1,089) 43
Brokerage and COMMISSION EXPENSES ....euvuvemeemeemeeeeneeieieseeneeneeseeneeneeneeneenenns (669) (548) 22
OCCUPANCY EXPEIISES ..nvveneeeenrieaureesueeeteeanteessteaseesseesseeesseessseenseeeseesnseessessses (139) (122) 14
Non-salary technology EXPEnSEs ........cccueruerruereerieriererienieeeenieeseesieeeeseennens (98) (88) 11
Professional fEES .......cueruirieiieiiciecceee e (153) (123) 24
Travel and entertainment EXPENSES.......cccvevereerrereerieeeeriereesieereseeeesseenesns (68) (55) 24
Advertising and promotional EXpenses..........cceoveeeerereeirerirenereseseneeeens (70) (56) 25
OthET EXPEIISES . ..euvieureeeieieeiretieteeteesteeteestesaesteesesseesesseesesssesseassessesnsenseensenes (940) (809) 16
Total Operating EXPENSES. .....cc.ecviiveerieteereereeteeteete ettt ettt ea et be s esenens (3,690) (2,890) 28

Total operating expenses of A$3,690 million for the year ended March 31, 2010 increased 28% from
A$2,890 million in the prior fiscal year, predominately due to increased employment expenses and brokerage and
commission expenses reflecting the investment in and expansion of global platforms.

Total employment expenses of A$1,553 million for the year ended March 31, 2011 increased 43% from
A$1,089 million in the prior fiscal year due to an increase in average headcount during the year combined with an
increased allocation of performance-related profit share primarily due to profit attributable to ordinary equity
holders of A$803 million for the year ended March 31, 2011 increasing 21% from A$663 million in the prior fiscal
year. Additionally, compensation increased as a result of increased competition for employees in the financial
services industry, particularly in high growth regions and businesses. The impact of higher average compensation
rates was partially offset by the strengthening of the Australian dollar during the period which decreased the
Australian dollar value of compensation paid in other currencies. For more information, see MBL’s Remuneration
Report in the Director’s Report included in its 2011 financial statements.

Brokerage and commission expenses of A$669 million for the year ended March 31, 2011 increased 22% from
A$548 million in the prior fiscal year, mainly due to the full year contribution of Delaware Investments. The
brokerage and commission expenses for Delaware Investments of A$94 million in the year ended March 31, 2011
(A$22 million in the year ended March 31, 2010) was primarily related to distribution expenses in Delware
Investments that offset with related distribution service fee income that, for accounting purposes, is recognized in
other fee and commission income.

Non-salary technology expenses of A$98 million for the year ended March 31, 2011 increased 11% from
A$88 million in the prior fiscal year mainly due to increased investment in technology platforms, especially in
Macquarie Securities and Fixed Income, Currencies & Commodities.

Travel and entertainment expense of A$68 million for the year ended March 31, 2011 increased 24% from
A$55 million in the prior fiscal year mainly due to increased overseas travel to support recent acquisitions and
growth of the global operating platform.
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Advertising and promotional expenses of A$70 million for the year ended March 31, 2011 increased 25% from
A$56 million in the prior fiscal year largely due to increased advertising and communication expense in offshore
locations to support the continued expansion of the global operating platform.

Other expenses of A$940 million for the year ended March 31, 2011 increased 28% from A$809 million in the
prior fiscal year primarily due to the full year impact of recent acquisitions of Delaware Investments and the
acquisition of Sal. Oppenheim in the year ended March 31, 2011.

Headcount

Total headcount of 6,042 as at March 31, 2011 increased 3% from 5,889 as at March 31, 2010. The increase
was mainly outside of Australia and was driven by investment in MBL Group’s global operating platform.

Our headcount by operating group at March 31, 2011 is provided in the table below:

Year ended
Mar 11 Mar 10 Movement
%
Headcount by operating group
Banking & Financial Services ..........cecivieriirierienieienienie et 3,217 3,261 1)
MaACQUATIE SECUTTLIES ..evvervreeerieeeieeiierieesieeeteesreeteeeaeesteeesseessseeseessseensaeansens 88 97 O]
Fixed Income, Currencies & COmmMmOUAItIES ......c..eeevuvereerereenueeeeeieeeeinreeeenreenn 774 696 11
Macquarie FUNAS .........cocoiiiiiniiieeeeeee e e 1,054 1,074 2)
Real Estate Banking..........ccceovieierieeieniieeeie et e e e see e ees 57 105 (46)
Corporate & ASSet FINANCe........ccvevvieierieiiiieiieiecteieeee et 852 656 30
Total NEAdCOUNL ........c.oooriiiiiiiiicicc e 6,042 5,889 3
Average headcount is calculated as the 13-month average based on month end headcount numbers.
Income tax expense
Year ended
Mar 11 Mar 10
AS$m A$m
Reconciliation of income tax (expense)/credit to prima facie tax
PAYADIE. ..ottt aens
Prima facie income tax expense on operating profit' ...........c.ccccooevevvernenn. (331) (229)
Tax effect of amountswhich are non-assessable/(non-deductible) in
calculating taxable income:
Rate differential on offshore iNCOME .........cccoceeviiriiniiiiniiniiecceee 57 200
Distribution provided on Macquarie Income Preferred Securities and
related diStribUtioNS........cc.coveieieiiiiiniiiecc e 1 2
Non-deductible share based payments eXpense...........coeereereereeeereeeeeeeenene. ®) 9)
OLhET TEETIIS ..eovviiieiieieeitete ettt ettt ettt ettt st be e st e sbesaeenbe et e 9 (29)
Total incometax (expense)/Credit..........ccovvevveverierierieieieeee e (272) (65)

! Prima facie income tax on operating profit is calculated at the rate of 30% each year. The consolidated entity has a tax year ending on

September 30.

The effective tax rate for the year ended March 31, 2011 was 25%, which increased from 9% in the prior fiscal
year. The increase was largely due to reduced write-downs and impairment charges in the year ended March 31,
2011 compared to the prior fiscal year and a reduction in income tax permanent differences compared to the prior
fiscal year.
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Segment overview

Summary of segment results

Year ended March 31, 2011

Net interest income/(expense)............

Fee and commission

INCOME/(EXPENSE) ...vvnreneeenreeerereneennenn
Trading income/(expense)..................

Share of net profits/(losses) of
associates and JVs accounted for

using the equity method.....................

Other operating income and

Charges ....coveevereeiereeeeeeee

Internal management

revenue/(charges)......coocevveecvereevenneans
Total operatingincome....................
Total operating expenses.................
Profit before taX ........ccccevvereeveriennns
TaxX eXPeNnse ....cccceeveverveeereeenieenieenneens

Profit/(loss) attributable to non-

controlling interests.........c.cocceeruennnne.
Net profit/(loss) contribution...........

Year ended March 31, 2010

Net interest income/(expense)............

Fee and commission

INCOME/(EXPENSE) ..vvveereenrrerereaveenennns
Trading income/(expense)..................

Share of net profits/(losses) of
associates and JVs accounted for

using the equity method......................

Other operating income and

Charges ..occvevveeieieieceeeceeeeee e

Internal management

revenue/(Charges)......ocveeveeeeveenevenenns
Total operating income....................
Total operating expenses.................
Profit/(loss) before tax ..........ccccuenneen.
TaxX eXPeNnsSe ....cocceevevervueereeenieenieenieens

SY1 42620v.15

Banking & Fixed Income,
Macquarie Financial Real Estate Currencies& Macquarie Macquarie Corporate &

Funds Services Banking Commaodities Securities Capital Asset Finance Corporate Total
ASm A$m A$m AS$m A$m AS$m A$m AS$m A$m
30 713 (12) (38) (40) (1) 584 415 1,651
710 753 11 28 (162) 2 1 (36) 1,307
12 8 (11) 967 363 ) (58) 1,279
16 1 5) 15 - 11 9 () 45
59 12 12 248 9) (17) 170 38 513
7 10 (1) 56 (8) 6 19 (89) -
834 1,497 (6) 1,276 144 1 781 268 4,795
(590) (1,214) (34) (727) (276) ) (276) (571) (3,690)
244 283 (40) 549 (132) (1) 505 (303) 1,105
- - - - - - - (272) (272)

5 ®) - - - - - (30) 30
249 278 (40) 549 (132) (1) 505 (605) 803
31 551 (37) 129 (50) (10) 386 325 1,325
344 727 67 13 (62) 4 - (57) 1,036
5 8 - 1,022 501 (1) 39 (337) 1,237
24 2 (33) 10 - 12 5) (3) 7
8 (42) (118) 34 - (67) 3 229 47

4 11 5 80 21 11 29 (161) -
416 1,257 (116) 1,288 410 (51) 452 4) 3,652
(325) (983) (33) (552) (294) 1 (200) (504) (2,890)
91 274 (149) 736 116 (50) 252 (508) 762

- - - - - - - (65) (65)
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Profit/(loss) attributable to non-
controlling interests...........cecereeruernnens

Net profit/(loss) contribution.............

SY1 42620v.15

Banking & Fixed Income,
Macquarie Financial Real Egtate Currencies& Macquarie Macquarie Corporate &
Funds Services Banking Commodities Securities Capital Asset Finance Corporate Total
A$m A$m A$m A$m A$m A$m A$m A$m A$m
1 (0) - - - - 2) (27) (34)
92 268 (149) 736 116 (50) 250 (600) 663
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Basis of preparation

MBL Group segments

MBL Group applies AASB 8 “Operating Segments” which requires the “management approach” to disclosing
information about our reportable segments. The financial information is reported on the same basis as is used
internally by senior management for evaluating operating segment performance and for deciding how to allocate
resources to operating segments. Such information is produced using different measures to those used in preparing

the income statement.

For internal reporting and risk management purposes, MBL Group is divided into six operating groups and one
division, as set forth below.

Operating groups:
e  Macquarie Capital
e Fixed Income, Currencies & Commodities
e  Macquarie Securities
e Banking & Financial Services
e Macquarie Funds
e Corporate & Asset Finance
Division:
e Real Estate Banking
In addition, a separate Corporate segment includes Group Treasury, head office and central support functions.
Items of income and expense within the Corporate segment include the net impact of managing liquidity for MBL,
earnings on capital, non-trading derivative volatility, unallocated head office costs and employment related costs of
central support functions (service areas), performance related profit share and share based payments expense,
income tax expense and distributions to holders of CPS, MIS and MIPS.
MBL operating group restructures

Since March 31, 2010 there have been the following restructures of operating groups:

e Real Estate Structured Finance — a division of Real Estate Banking was transferred to Corporate &
Asset Finance.

All restructures have been reported as effective from April 1, 2010 and comparative information for the 2010
fiscal year has been restated to reflect the current structure. See “— Financial information presentation” above for
further information on restructures that have occurred in prior periods. See
“— Reconciliation of segment results for year ended March 31, 2010 to our historical financial statements” below
for further information on the reconciliation of segment results for the 2010 fiscal year.

Internal transactions
Any transactions or transfers between segments have been determined on what MBL believes is an arm’s length

basis and are included within the relevant categories of income.  These transactions eliminate on
aggregation/consolidation. Below is a selection of the key policies applied to internal transactions.



Internal funding arrangements

Group Treasury has the responsibility for managing the overall funding for MBL Group, and operating groups
obtain their funding from Group Treasury. The interest rates charged by Group Treasury are determined by the
types of assets being funded and the term of the funding, and are fully costed.

Operating groups may only source funding directly from external sources generally when there is recourse only
to the assets being funded and not to MBL Group.

Deposits are a funding source for MBL Group. Banking & Financial Services receives a deposit premium from
Group Treasury on deposits they generate. This deposit premium is included within net interest income for segment
reporting purposes.

Transactions between operating groups

Operating groups that enter into arrangements with other operating groups must do so on an arm’s length basis.
There is a requirement for accounting symmetry in such transactions. Transactions between operating groups are
recognized in each of the relevant categories of income and expense as appropriate.

Service area recoveries

Service areas recover their costs to operating groups on either a time and effort allocation basis or a fee for
service basis. Service areas include Corporate Affairs (Finance, Market Operations, Tax, Company Secretarial,
Human Resources, Business Services, Corporate Communications and Investor Relations), Risk Management,
Information Technology, Group Legal and Central Executive. Service area recoveries are recognized within other
operating expenses in the income statement.

Internal management revenue/(charges)

Internal management revenue/(charges) are primarily used to recognize an operating group’s contribution to
income tax expenses and benefits. Non-assessable income generated by an operating group results in a benefit
added to in that operating group’s operating result. Conversely a non-deductible expense results in a charge to the
operating result. These management charges are offset by an equal and opposite amount recognized in the
Corporate segment such that on aggregation the total nets to nil. Internal management revenue/charges are reported
separately in the income statement of each operating group.

Presentation of segment income statements

The income statements in the following pages for each of the reported segments are in some cases summarized
by grouping non-material balances together. All material or key balances have been reported separately to provide
users with the most relevant information.

Reconciliation of segment results for year ended March 31, 2010 to our historical financial statements

In order to illustrate the financial impact of the internal reorganizations during the 2011 fiscal year on our
historical results of operations, the table below reconciles the 2010 operating segment results prior to the
reorganizations discussed below under “— Year ended March 31, 2010 compared to year ended March 31, 2009”
(and as reported in the 2010 annual financial statements) to the comparative information for the 2010 fiscal year
presented in the 2011 operating segment analysis below. See “Financial information presentation” above for further
information.
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Net profit contribution for theyear ended March 31, 2010

Transfer of

Macquarie
Infrastructure
and Real
Assets
(formerly Transfer of real
Operating Macquarie estate lending
group Capital within Real Estate ~ Transfer of certain real Operating
contribution as Funds) to Banking to estate funds from Real group
previously Macquarie Corporate & Asset Estate Banking to contribution as
reported Funds Finance Macquarie Funds restated
Macquarie Securities............. 116 116
Macquarie Capital................. (49 1) (50)
Macquarie Funds .................. 84 7 92
Fixed Income, Currencies &
Commodities..........ccccceeuennene 736 1 736
Corporate & Asset Finance... 259 ) 250
Banking & Financial
Services. .....ccoovvveuivvieiieeninnn 268 268
Real Estate Banking.............. (151) 9 7 (249)
COrporate ........coceveeereeueeenencne (600) (600)
Total ..o 663 - - - 663
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Macquarie Funds (excluding the Macquarie I nfrastructure and Real Assets division, which forms part of the

Non-Banking Group)

NEL INLEr €St INCOME........cuiiiiieiiieteetee et
Fee and commission income

BaSE FEES 1.vieuviiieiieiteie ettt st eneas

Performance fEeS.........oeviriiriirieiieietee s

Other fee and COMMISSION INCOME ........ecvvervieieeiieieeeieieeee e eee e
Total feeand COMMISSION INCOME..........cceveiieieieieieeeee e
Net tradiNng iNCOME........c.ccoiiiiieiiiticeceeeee et
Shar e of net profits/(losses) of associates and joint ventures accounted
for using the equity Method ............c.cooovveiieiiiiieeeeeeee e
Other operating income and charges
Impairment (charge)/writeback on equity investments............ceceeeevvereennenne
Specific provisions and collective allowance for credit losses
Other INCOME ...eeuiieeieiiieiecit ettt ste et ettt e ste e b e steebesteesseesaesseensenseensees
Total other operatingincomeand Charges..........ccocveeveveevevieieceeieieieens
Internal management revenue/(Charges)’..........ooeweeeeeeeeeeeeeeeeeeeeeeeenn
Total Operating iNCOME ........cc.cciiiuieieeieeie ettt
Operating expenses

EMPlOYMENt EXPENSES....cciviiieriieieerieieiiesieesieeeeestesseesessaesseessesssesseensessenses

Brokerage and commission expenses

Other operating expenses
Total operating expenses
Non-controllinginterests® ..................
Net profit/(10SS) CONtribULION ........ccvieviiiiiieieeeeeee e
Other metrics

Assets under Management® (A$ billion)

HEAACOUNT ...

“large” indicates that actual movement was greater than 300%.

See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Year ended
Mar 11 Mar 10 M ovement®
A$m A$m %
30 31 3)
522 234 123
18 10 80
170 100 70
710 344 106
12 5 140
16 24 (33)
4 (10) large
3) 2) 50
58 19 205
59 7 large
7 4 75
834 414 101
(207) (116) 78
(112) (69) 62
(271) (140) 94
(590) (325) 82
5 1 large
249 92 171
213.0 214.5 (D)
1,054 1,074 ()

The non-controlling interests category adjusts reported consolidated profit or loss for the share that is attributable to non-controlling
interests, such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity holders.

The CMT, excluded from Assets under Management above, is a Banking & Financial Services product that is managed by Macquarie

Funds. The balance of the CMT of A$9.6 billion was moved to the CMA effective July 31, 2010 following a meeting of unitholders who

voted to transition their holdings.

The acquisition of Delaware Investments in January 2010 contributed 521 staff to headcount.

Macquarie Funds’ net profit contribution of A$249 million for the year ended March 31, 2011 increased 171%
from A$92 million in the prior fiscal year. The result was mainly driven by an increase in fee and commission

income due to the full year effect of the acquisition of Delaware Investments.

Fee and commission income

Base fees

Base fee income of A$522 million for the year ended March 31, 2011 increased 123% from A$234 million in
the prior fiscal year. The increase in base fee income was largely as a result of the full year effect of the acquisition
of Delaware Investments, which increased Assets under Management by A$151 billion in January 2010. At March
31, 2011, Delaware Investments had Assets under Management of A$153 billion, which contributed A$393 million
to base fees (A$90 million in the 2010 fiscal year). The increase in Assets under Management as a result of the
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Delaware Investments acquisition was partially offset by the strengthening of the Australian dollar against major
currencies, particularly the US dollar. See “Macquarie Bank Limited — Funds management business — Assets
under Management” for a breakdown of Macquarie Funds’ Assets under Management by asset class.

Performance fees

Performance fee income of A$18 million for the year ended March 31, 2011 increased 80% from A$10 million
in the prior fiscal year due to improved performance of certain funds during the 2011 fiscal year.

Other fee and commission income

Other fee and commission income includes structuring fees, capital protection fees, wholesale threshold
management fees, income from True Index products and internal fees received for managing and administering
investment products on behalf of Banking & Financial Services. See “Macquarie Bank Limited — Operating
groups — Macquarie Funds” for more information.

Other fee and commission income of A$170 million for the year ended March 31, 2011 increased 70% from
A$100 million in the prior fiscal year mainly due to distribution service fees in the Delaware Investments business.
The distribution service fees in Delaware Investments were offset with related expenses that, for accounting
purposes, are recognized in brokerage and commission expense.

Net trading income

Net trading income of A$12 million for the year ended March 31, 2011 increased 140% from A$5 million in the
prior fiscal year. Net trading income is not a significant income source for Macquarie Funds.

Share of net profits/(losses) of associates and joint ventur es accounted for using the equity method

Net equity accounted profits of A$16 million for the year ended March 31, 2011 decreased 33% from
A$24 million in the prior fiscal year, primarily due to decreased performance of certain associate investments.

Other operating income and charges

Impairment (charge)/writeback on equity investments

There was a net impairment write-back on equity investments for the year ended March 31, 2011 of
A$4 million. The impairment charge of A$10 million in the prior period was primarily due to impairments on
unlisted investments.

Other income

Other income of A$58 million for the year ended March 31, 2011 increased 205% from A$19 million in the
prior fiscal year primarily due to a gain on the recognition of equity investments and the consolidation of debt
securities portfolios following the transfer of a portfolio of equity investments and associated total return swaps
from the Non-Banking Group to the Banking Group in September 2010.

Operating expenses

Total operating expenses of A$590 million for the year ended March 31, 2011 increased 82% from

A$325 million in the prior fiscal year, primarily due to an increase in expenses as a result of the full year effect of
the acquisition of Delaware Investments.
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Employment expenses

Employment expenses of A$207 million for the year ended March 31, 2011 increased 78% from A$116 million
in the prior fiscal year primarily due to the effect of the acquisition of Delaware Investments, which increased
average headcount in the 2011 fiscal year. See “— Year ended March 31, 2011 compared to the year ended March
31, 2010 — Results analysis — Operating expenses” for further information.

Brokerage and commission expenses

Brokerage and commission expenses increased 62% to A$112 million for the year ended March 31, 2011 from
A$69 million in the prior fiscal period. The increase in brokerage and commission expenses was primarily related to
distribution expenses in Delaware Investments that were offset with related distribution service fee income that, for
accounting purposes, is recognized in other fee and commission income.

Other operating expenses

Other operating expenses of A$271 million for the year ended March 31, 2011 increased 94% from
A$140 million in the prior fiscal year. The increase in other operating expenses was primarily due to the full year
effect of the acquisition of Delaware Investments, which incurred other operating expenses of A$155 million in the
year ended March 31, 2011 (A$29 million in the prior fiscal year).
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Banking & Financial Services

NEL INTEreSt INCOME......ciiiiiiiiiicicecc et
Fee and commission income
BaSE TS ...ttt et e
Brokerage and commissions
Other fee and cCOMMISSION INCOME .......cevveruieriieiiniieienienie et
Income from life insurance business and other unit holder businesses...........
Total fee and COMMISSION INCOME........cooueiriiiriiieiiieieeeeeesee e
Net tradiNng iNCOME..........ccoviuieiieiiieececeeeee et
Share of net profits of associates and joint ventures accounted for
using the equity MEethod ............c.oovirviiiiiieeeecee e
Other operating income and charges
Net gains on sale of equity INVESTMENTS.........ccvereeciereeierieieseeieeeeieneenene
Impairment charge on equity investments and disposal groups held for

Impairment charge on non-financial aSSets..........ccceecvevuerieriieieneerienieeeenienns
Gain on acquiring, disposing and change in ownership interest in
subsidiaries and businesses held-for-sale...........ccooceoeoiniiinniniiencnen,
Gain on re-measurement of retained investments..........c..ccccceeceeveccnenencnnenn.
Specific provisions and collective allowance for credit losses...........cccucuu.....
Oher INCOME .....ouiiiiiiiiiiiiciiiceie et ettt
Total other operatingincomeand Charges..........ccocveeveieievicievecieieeens
Internal management revenue/(Charges)?..........o.eeeeeeeeeeeeeeeeeeseereeeeeeeesnns
Total operating iNCOME ........cceoviiiiiicieeretecte ettt nens
Operating expenses
EMPlOyment €XPENSES .....ccuvevirierieeieiieieniieiesieeteeeteteseeeteeeesseesesseenseseeenes
Brokerage and commission expenses
Other OPerating EXPENSES. .....everueeruereeriirtierteeientteeesieetesieesteetesaeeseensesaeesieens
Total operating expenses...
NON-CONTOIING INLEIESES” .. ...

Net profit/(10SS) CONtribULION ........covvveiiiiciieeceeee e

Other metrics

Assets under Management* (AS billion).............cocoooveereeererreeeeeseseeeeeeae
Funds under management/advice/administration (A$ billion)’ ..................
Loan portfolio (AS billion)............cooimiviveeeeeeeeeeeeee e
Deposits (AS DILION) ...ccveveierieieiieiieiiee ettt e enees

HEAACOUNT ......eeviiiiiieceeeeeee e e e e e e entaae e as

“large” indicates that actual movement was greater than 300%.

Year ended
Mar 11 Mar 10 Movement®
A$m A$m %
713 551 20
76 199 (62)
260 224 16
366 264 39
51 40 28
753 727 4
8 8 -
1 2 (50)
3 2 50
) (5) 80
(5) 3) 67
24 4 large
18 - large
(37) (45) (18)
13 5 260
12 (42) large
10 11 )
1,497 1,257 19
(503) (406) 24
(149) (121) 23
(562) (456) 23
(1,2149) (983) 23
(©) (6) (17)
278 268 4
3.9 14.3 (73)
121.7 120.0 1
25.5 26.4 3)
26.6 15.5 72
3,217 3,261 (1)

See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

The non-controlling interests category adjusts reported consolidated profit or loss for the share that is attributable to non-controlling
interests, such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity holders.

The CMT, included in Assets under Management above, is a Banking & Financial Services product that is managed by Macquarie Funds.

The balance of the CMT of A$9.6 billion was moved to the CMA effective July 31, 2010 following a meeting of unitholders who voted to

transition their holdings.

Funds under management/advice/administration includes Assets under Management plus items such as funds on Banking & Financial

Services platforms (e.g., Wrap funds under administration), total Banking & Financial Services loan and deposit portfolios, CHESS
holdings of Banking & Financial Services clients, and funds under advice (e.g., assets under advice of Macquarie Private Bank).

Canadian businesses, loans on capital protected products and credit cards.
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Banking & Financial Services’ net profit contribution of A$278 million for the year ended March 31, 2011
increased 4% from A$268 million in the prior fiscal year, due to increased net interest income as a result of growth
in retail deposits and increases in other fee and commission income due to strong inflows in funds under
administration and the impact of the acquisition of Macquarie Private Wealth Canada. See “Macquarie Bank
Limited — Basis of preparation — Internal funding arrangements™ for more information.

Net interest income/(expense)

Net interest income of A$713 million for the year ended March 31, 2011 increased 29% from A$551 million in
the prior fiscal year, predominately due to growth in retail deposits, which increased 72% to A$26.6 billion at
March 31, 2011 from A$15.5 billion at March 31, 2010 primarily due to the conversion of A$9.6 billion of CMT
balances to CMA on July 31, 2010. See “Macquarie Bank Limited — Basis of preparation — Internal funding
arrangements” for more information.

Banking & Financial Services’ loan book primarily comprises residential mortgages in Australia, Canada and
the United States, as well as loans to Australian and Canadian businesses, loans on capital protected products, and
credit cards. The total loan book of A$25.5 billion as at March 31, 2011 decreased 3% from A$26.4 billion as at
March 31, 2010. The decrease was primarily due to run-off in the Australian mortgage portfolio, which decreased
19% to A$11.6 billion at March 31, 2011 from A$14.3 billion at March 31, 2010.

The Canadian loan portfolio, which includes mortgages, insurance premium funding and margin loans, and
capital protected products, closed at A$8.8 billion at March 31, 2011, up 26% from A$7.0 billion at March 31, 2010
despite the stronger Australian dollar.

Fee and commission income
Base fees

Base fee income of A$76 million for the year ended March 31, 2011 decreased 62% from A$199 million in the
prior fiscal year largely as a result of a 73% decrease in Assets under Management to A$3.9 billion at March 31,
2011 from AS$14.3 billion at March 31, 2010. The decrease was predominantly due to the conversion of
A$9.6 billion of CMT balances to CMA on July 31, 2010.

CMA do not form part of Assets under Management and income from these accounts is reported in net interest
income.

Brokerage and commissions

Brokerage and commission income of A$260 million for the year ended March 31, 2011 increased 16% from
A$224 million in the prior fiscal year as a result of the full year impact of the acquisition of Macquarie Private
Wealth Canada in December 2009 and improving equity market conditions globally. Macquarie Private Wealth
Canada contributed A$64 million in brokerage and commission income in the year ended March 31, 2011.

Other fee and commission income

Other fee and commission income of A$366 million for the year ended March 31, 2011 increased 39% from
A$264 million in the prior fiscal year mainly due to an increase in platform and other administration fee income.

Funds under Administration on the Australian Wrap platform closed at A$22.7 billion at March 31, 2011, up
from A$22.5 billion at March 31, 2010. While closing Wrap Funds under Administration on the Australian Wrap
platform at March 31, 2011 increased 1% on the prior fiscal year, average volumes of Funds under Administration
on the Australian Wrap platform during the year ended March 31, 2011 increased 6% on the prior fiscal year mainly
due to the impact of inflows and market volatility. Inflows of A$2.6 billion were largely offset by negative market
movements of A$2.4 billion.
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The decision was taken to exit the UK wrap platform business in November 2010.

Funds under Administration in the Macquarie Professional Series increased 28% from AS$2.9 billion at
March 31, 2010 to A$3.7 billion at March 31, 2011.

Other fee and commission income from Macquarie Private Wealth Canada, which was acquired in December
2009, increased 17% to A$33 million in the year ended March 31, 2011 from A$4 million in the prior fiscal year due
to the full year impact of the acquisition.

The transfer of some agricultural businesses that were previously part of Macquarie Funds into Banking &
Financial Services also contributed to the increase in other fee and commission income in the year ended March 31,
2011. Income from these agricultural businesses accounted for A$23 million of this income category in the year
ended March 31, 2011.

Income from life insurance business and other unit holder businesses

Income from life insurance business and other unit holder business of A$51 million for the year ended
March 31, 2011 increased 28% from A$40 million in the prior fiscal year, primarily due to growth in the insurance
inforce book, which grew 59% to A$94 million at March 31, 2011 from A$59 million at March 31, 2010. The
inforce book is the aggregate annualized life insurance premium payable for polices issued by the life company, and
still paying premiums, at the balance date.

Net trading income

Net trading income of A$8 million for the year ended March 31, 2011 was in line with A$8 million in the prior
fiscal year. Net trading income is not a significant income source for Banking & Financial Services.

Other operating income and charges

Gain on acquiring, disposing and change in ownership interest in subsidiaries and businesses held-for-sale and
gain on re-measurement

The gain on acquiring, disposing and change in ownership interest in subsidiaries and businesses held-for-sale
of A$24 million and the gain on re-measurement of A$18 million in the year ended March 31, 2011 was primarily
due to the partial sell down of ownership in Ozforex in November 2010, which recognized a total gain of
A$40 million.

Soecific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of A$37 million for the year ended March 31,
2011 decreased 18% from A$45 million in the prior fiscal year. Provision charges in the year ended March 31, 2011
were lower compared to the prior fiscal year across most of the loan portfolio, particularly the capital protected
products in Australia as a result of improving equity markets, loans approaching maturity and product redemptions.

Other income

Other income of A$18 million for the year ended March 31, 2011 increased significantly from $5 million in the
prior fiscal year, primarily due to increased payments from Macquarie Securities in relation to trading products
offered to retail clients.

Operating expenses

Total operating expenses of A$1,214 million for the year ended March 31, 2011 increased 23% from
A$983 million in the prior fiscal year.
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Employment expenses

Employment expenses increased 24% to A$503 million for the year ended March 31, 2011 from A$406 million
for the prior fiscal year. While headcount at March 31, 2011 decreased 1%, from 3,261 at March 31, 2010 to 3,217
at March 31, 2011, average headcount in the year ended March 31, 2011 was 19% higher than the prior fiscal year.
The increase in average headcount was primarily driven by the acquisition of Macquarie Private Wealth Canada in
December 2009, which added 398 staff to Banking & Financial Services at the time of acquisition.

Brokerage and commission expenses

Brokerage and commission expenses of A$149 million for the year ended March 31, 2011 increased 23% from
A$121 million in the prior fiscal year, which was largely due to increased transactional expenses incurred as a result
of increased volumes in products such as the Macquarie Professional Series, insurance premium funding and credit
cards.

Other operating expenses

Other operating expenses for the year ended March 31, 2011 of A$562 million increased 23% from
A$456 million in the prior fiscal year. Expenses associated with the integration of Macquarie Private Wealth
Canada and the closure of the UK wrap business contributed to the increase, as well as the contribution of some
agricultural products to Banking & Financial Services that had been transferred from Macquarie Funds in the 2011
fiscal year. See “Macquarie Bank Limited — Operating groups — Banking & Financial Services.”
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Real Estate Banking

Year ended
Mar 11 Mar 10 M ovement®
A$m A$m %

Net interest iNCOME/(EXPENSE) ........coveirieeiieeiieeeie ettt (12 (37 (68)
Fee and commission income
BaSE f08S ..uuiiiiiiiieeie et st et e b e et e eaaeentaeas 1 30 97)
Performance fEEs .......cuevviiiiiiiiieieciee e e e 6 35 (83)
Other fee and cCOMMISSION INCOME .......uvvvvrieeiiiiniiieeeeeeiieieeeeeeeeeeeeeeeeeiaireeeeeas 4 2 (11)
Total fee and COMMISSION INCOME..........covieiiiviiieetieieceeee et 11 67 (84)
Net trading iNCOME/(EXPENSE) ......oevvieeriiiieteeeeeeee et (11) - large
Share of net profits of associates and joint ventures accounted for

using the equity Method ............ccooovieiiiiiiiceeeeee e (5) (33 (85)
Other operating income and charges
Net gains/(losses) on sale of equity investments ..........ccceceeeeeeeeeerenereneenn. 23 (32) large
Impairment charge on equity INVESTMENTS .......ccveeverieeeeriiriesieeieneeee e (11) 81) (86)
Impairment charge on non-financial assets..........ceocereeierieieiienieieeceeeee e - (@) (100)
Specific provisions and collective allowance for credit losses.............ceenu..... 3D (25) 24
ONET TNCOIMIE ...ttt ettt e e e e e et e e e e e e s st eeesesenasaeeeeas 31 26 19
Total other operatingincomeand Charges...........ccocvevveevevievieieneeieieiens 12 (116) large
Internal management revenue/(Charges)?..........o.oveweeeeeeeeeeereereereeeesese (D) 5 large
Total Operating iNCOME ........ccuioviieeeiieceeete ettt (6) (114) 95)
Operating expenses
EMPlOymMEnt EXPENSES .....ccveeueiriieieriieieniieieseerieetteieeteenieseesteenseseeensesseennesees (11) (11) -
Other OPerating EXPEINSES. ....cerveeueerrerierterrierieeieritetesieesteseesteetesseeeessesseseens (23) (24) 4)
Total Operating EXPENSES.........ccveivieeeereeie ettt ettt eeere s ereene e (34) (35 3
Net profit/(10SS) CONtribULION .........ccveeviiiiiiciceeeceeeeee e (40) (149) (73)
Other metrics
Assets under Management (A$ billion) ..........ccocvevvevieieieieieieeeeeeeeeenas 0.5 0.4 25
HeEadCoUNL . ......coiiiiiiiiiiircr et 57 73 (22)

! “large” indicates that actual movement was greater than 300%.

2 See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Real Estate Banking’s net loss contribution of A$40 million for the year ended March 31, 2011 decreased 73%
from a net loss of A$149 million in the prior fiscal year driven by the recognition of lower asset impairment losses
for the year and challenging market conditions.

Net interest income/(expense)

Net interest expense of A$12 million for the year ended March 31, 2011 decreased from A$37 million in the
prior fiscal year. The reduced charge for the year ended March 31, 2011 reflected a net reduction in the investment
portfolio following disposals and write-downs.

Fee and commission income
Base fees

Base fee income of A$1 million for the year ended March 31, 2011 decreased 97% from A$30 million in the
prior fiscal year. Base fee income of A$30 million in the prior fiscal year included A$16 million received from
Macquarie Central Office CR-REIT on the sale of the Kukdong building and A$12 million from Macquarie Office
Trust (renamed Charter Hall Office REIT). Accordingly, base fee income for the year ended March 31, 2011 was
nominal.
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Performance fees

Performance fee income of A$6 million for the year ended March 31, 2011 decreased 83% from A$35 million
in the prior fiscal year. The prior fiscal year included A$34 million of fees from the disposal of Macquarie Central
Office CR-REIT’s Kukdong building in South Korea.

Net trading income/(expense)

Net trading expense increased significantly to A$11 million for the year ended March 31, 2011. There was no
net trading income/(expense) for the year ended March 31, 2010. The expense in the 2011 fiscal year primarily
relates to a foreign exchange gain on the deconsolidation of a subsidiary that was transferred from the Banking
Group to the Non-Banking Group.

Share of net profits/(losses) of associates and joint ventur es accounted for using the equity method

Equity accounted losses of A$5 million for the year ended March 31, 2011 decreased 85% from equity
accounted losses of A$33 million in the prior fiscal year. This result for the year ended March 31, 2011 was driven
by losses in Real Estate Banking’s investments in associates, primarily Medallist. The losses in the prior fiscal year
was driven by losses in Real Estate Banking’s associates, including investments in Medallist and Macquarie
Goodman Japan.

Other operating income and charges
Net gaing/(losses) on sales of equity investments

The net gain on sales of equity investments of A$23 million for the year ended March 31, 2011 compared to a
A$32 million loss in the prior fiscal year. The gain in the current year included a profit on disposal of investments
in Charter Hall Office Trust, Australian development projects and the US manager for EDT Retail Trust (formerly
Macquarie DDR Trust). The net loss for the year ended March 31, 2010 mainly relates to the sale of the Australian
listed REIT unit holdings to Charter Hall Group.

Impairment charge on equity investments

The impairment charge on equity investments of A$11 million for the year ended March 31, 2011 decreased
86% from A$81 million in the prior fiscal year. The write-downs for the year ended March 31, 2011 related to
impairments of Australian investments. The impairment charge of A$81 million in the prior fiscal year included
A$28 million relating to offshore investments, A$30 million relating to Australian listed and unlisted REIT
investments and A$23 million relating to other Australian investments.

Secific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of A$31 million for the year ended March 31,
2011 increased 24% from A$25 million in the prior fiscal year. Provisions during the 2011 fiscal year included
amounts provided for loans extended to Medallist.

Operating expenses

Total operating expenses of A$34 million for the year ended March 31, 2011 were broadly in line with

A$35 million in the prior fiscal year. Operating expenses during the year included transaction costs related to the
disposal of investments.
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Corporate & Asset Finance

Year ended
Mar 11 Mar 10 Movement*
A$m A$m %

NEL INTEN ESE INCOME.....c.cuiiiiriieieetee et 584 386 51
Fee and coOmMMISSION INCOME.........c.ciieirieieieieeee e 1 - large
Net trading iNCOME/(EXPENSE) .....c.eeviieeieeeeeeeeieee ettt 2 39 large
Shar e of net profits of associates and

joint ventures accounted for using the equity method.......................... 9 5) large
Other operating income and charges
Impairment charge on non-financial aSSets..........cccevvvevierierieeieneeieereeeeneenes - (16) (100)
Impairment charge on equity iNVESTMENES .......c.coveveieieieeieeeeeieee e 3) 7 67
Net operating 18aSe INCOME........c.cevvieieriieierieieeeesie et eeesreeaeseeeaesseesseennens 150 68 121
Specific provisions and collective allowance

TOr CIEdit JOSSES ..vevviiieiiiiiieiecie ettt ettt et ees (40) (90) (56)
ORI INCOME ...t e et e et eeate e e eeaaeeeeaeeeens 63 48 31
Total other operating income and charges 170 3 large
Internal management revenue/(Charges)2..........o.eweeeeeeeeeeeeereseeseeeeeresnns 19 29 (34)
Total Operating iNCOME ........ccvieiiieeeieie ettt ettt 781 452 73
Operating expenses
EMPIlOYMENt EXPENSES ....vevieeiiieieieeeieieeeierieetesteeetesteesteseeeseseeessesseesesseenseenns (137) %4) 45
Other OPerating EXPENSES. .....ecverueerrerierierrierieeienitetesieenteseestesstesseeseessessesseens (139) (106) 31
Total Operating EXPENSES.........ccveivieieeieeie ettt ettt eve e sre s ereere e (276) (200) 38
NON-CONtrOlliNG INEEr€SES® ..o - ) (100)
Net profit/(10SS) CONtribULION .........ocvieiiiiiiiciceceeeeee e 505 250 102
Other metrics
Loan, finance lease and operating lease portfolio (A$ billion) ...................... 17.2 14.2 20
Headcount.........ooooiiiiic s 852 656 30

! “large” indicates that actual movement was greater than 300%.

2 See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

3 The non-controlling interests category adjusts reported consolidated profit or loss for the share that is attributable to non-controlling

interests, such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity holder.

Corporate & Asset Finance’s net profit contribution of A$505 million for the year ended March 31, 2011
increased 102% from A$250 million in the prior fiscal year primarily due to improved margins and growth of the
loan and lease portfolio to A$17.2 billion at March 31, 2011 from A$14.2 billion at March 31, 2010 through
acquisitions of the ILFC and GMAC portfolios and continued organic growth, which increased net interest income
and net operating lease income.

Net interest income

Net interest income of A$584 million for the year ended March 31, 2011 increased 51% from A$386 million in
the prior fiscal year. The increase was driven by higher margins resulting from the purchase of new loan and
finance lease portfolios at a discount, and the full year impact of recent acquisitions. The increase in the loan and
finance lease portfolio is mainly due to improved volumes as a result of increased corporate lending and the
acquisition of the GMAC portfolio.

Net trading income/(expense)

Net trading expense of A$2 million for the year ended March 31, 2011 compared to net trading income of
A$39 million in the prior fiscal year. The income in the prior fiscal year resulted from changes to the fair value of
options and equity securities that were subsequently sold. There were no equivalent transactions in the year ended
March 31, 2011.
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Share of net profits of associates and joint ventures accounted for using the equity method

Net equity accounted profits of A$9 million for the year ended March 31, 2011 compared to A$5 million of
losses in the prior fiscal year. Equity accounted income is not a significant income source for Corporate & Asset
Finance.

Other operating income and charges

Impairment charge on non-financial assets

There were no impairment charges on non-financial assets during the 2011 fiscal year. The impairment charges
of A$16 million recognized in the prior fiscal year related to investments in the real estate sector.

Net operating lease income

Net operating lease income (net of depreciation) of A$150 million for the year ended March 31, 2011 increased
121% from A$68 million in the prior fiscal year largely due to the acquisition of 44 aircraft assets and associated
leases from ILFC during the 2011 fiscal year.

ecific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of A$40 million for the year ended March 31,
2011 decreased 56% from A$90 million in the prior fiscal year, mainly due to a reduction in the collective
allowance for credit losses due to improved loss rates on the loan and lease portfolio compared to the prior fiscal
year.

Other income

Other income of A$63 million for the year ended March 31, 2011 increased 31% from A$48 million in the prior
fiscal year largely as a result of increased sale of off-lease assets and inventory in the electronics and equipment
finance businesses.

Operating expenses

Total operating expenses of A$276 million for the year ended March 31, 2011 increased 38% from
A$200 million in the prior fiscal year. The increase was driven by a 45% increase in employment expenses to
A$137 million for the year ended March 31, 2011 from A$94 million in the prior fiscal year, which reflected
increased average headcount.

Employment expenses

Employment expenses of A$137 million increased 45% from A$94 million driven by a 30% increase in
headcount mainly as a result of growth in the business.
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Fixed Income, Currencies & Commodities

Year ended
Mar 11 Mar 10 M ovement*
AS$m A$m %

Net trading income (including net interest income)?

COMMOGILIES ..evveiieniieeieeie e siteie ettt ettt e e et esteebesteesbeetesseensesseenseensenen 618 670 ®)

Foreign exchange products ...........cecevieierienienienieniene e 41 93 (56)

Interest rate ProdUCTS........cceevueeiererierii ettt sae e nee e 287 346 17

Fair value adjustments relating to leasing contracts® .............c..cccccoovuen... 17) 42 large
Total net trading income (including net interest inCOME) ..........ccccveuvenee. 929 1,151 (19)
Fee and COmMMISSION INCOME........cccoirieineirieineeeereec e 28 13 115
Share of net profits of associates and joint ventures accounted for

using the equity Method ............ccoooieiiiiiiiieeeeee e 15 10 50
Other operating income and charges
Net gains/(losses) on sale of equity investments 139 64 117
Impairment charge on equity INVESIMENTS .......ccveeverreererieieeeenieeeesie e seeenns ) 3) 200
Specific provisions and collective allowance for credit losses............co........ 13 (48) (127)
Other INCOME ...eovvieieieeiieciteie ettt ettt et e e e s e sseesbesteesseesaesseensenseensees 105 21 large
Total other operatingincomeand charges............coceceveeieeiieeeieieieeene 248 34 large
Internal management revenue/(charges)”..........o.cocoveeeeeeeeeeeeeeceeeeeees 56 80 (30)
Total Operating iNCOME ........cc.coiiivieieeieeie ettt 1,276 1,288 (1)
Operating expenses
EMPlOYMENt EXPENSES ...vvevieeiieeieieeeieieeiesiieteseeeteeteeseseeeseeseessaessesseessessnenss (233) (156) 49
Brokerage and cOmMMISSION EXPENSES ......eevverveerreererueeienieresrenieeseesseensesnnenne (171) (157) 9
Other OPerating EXPENSES. .....ecveeueerrerierierreerieeierttetesteeteseenteetesseestensessesseens (323) (239) 35
Total OPErating EXPENSES. ......c.ecveiieeeiesietesieteie e siee ettt seesesteseeeneensens (727) (552) 32
Net Profit/(10SS) CONEFIBULION ........euveeeeeeeeeeeeeeeee e 549 736 (25)
Other metrics
HeadeoUnt ..o 774 696 11

“large” indicates that actual movement was greater than 300%.

The relative contribution of net interest income and trading income to income from trading activities can vary from period to period
depending on the underlying trading strategies undertaken by MBL Group and its clients. As such, to obtain a more complete view of Fixed
Income, Currencies & Commodities’ trading activities, net interest income has been combined with trading income above.

MBL Group enters into various tolling agreements, capacity contracts and transportation agreements as part of its commodity trading and
hedging strategies. The contracts and agreements, which are managed on a fair value basis for financial and risk management purposes, are
required to be accounted for on an accruals basis for statutory reporting purposes. This creates a measurement mismatch with related
trading positions that are reported at fair value for statutory purposes. For the purposes of enabling comparison with prior periods,
commodities trading income is presented on a basis consistent with management reporting, and the reversal of the fair value adjustments
relating to leasing contracts are presented separately to reconcile the result to the statutory presentation.

See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Fixed Income, Currencies & Commodities’ net profit contribution of A$549 million for the year ended
March 31, 2011 decreased 25% from A$736 million in the prior fiscal year, primarily due to lower trading income
as a result of challenging trading conditions and increased employment and operating expenses due to an increase in
headcount and continued expansion of business platforms. This was partially offset by increased gains on the sale of
equity investments as a result of stronger resource equity markets.

Total operating income of A$1,276 million for the year ended March 31, 2011 decreased 1% from
A$1,288 million in the prior fiscal year primarily due to lower net trading income across all product categories.
Fixed Income, Currencies & Commodities experienced challenging trading conditions and subdued client activity in
a number of markets during the first half of the year with client activity beginning to show signs of improvement in
the second half of the 2011 fiscal year. Total operating income of A$789 million for the second half of the 2011
fiscal year increased 62% from A$487 million in the first half of the 2011 fiscal year. In addition to lower total
operating income for the year ended March 31, 2011, operating expenses of A$727 million for the year ended
March 31, 2011 increased 32% from A$552 million in the prior fiscal year, which reflected investment in new

88

SY1 42620v.15



capabilities in credit sales and trading, the extension of these platforms from the United States into Europe and the
establishment of new capabilities in rates, currencies and credit sales and trading in Asia. See “Macquarie Bank
Limited — Operating groups — Fixed Income, Currencies & Commodities.”

Net trading income (including net inter est income)
Commodities trading income

Commodities trading income of A$618 million for the year ended March 31, 2011 decreased 8% from
A$670 million in the prior fiscal year. In line with the broader market, Fixed Income, Currencies & Commodities
experienced challenging trading conditions and lower client term hedging activity in some of its commodities
markets during the year, especially in the first half of the 2011 fiscal year.

In metals and agricultural markets, client activity in term hedging improved in the second half of the 2011 fiscal
year after a sporadic first half. Global weather events and geopolitical unrest in the Middle East led to significant
volatility in a number of commodities markets during the year. Energy markets experienced more difficult trading
conditions with periods when the market moved away from fundamentals resulting in lower income compared to the
prior fiscal year. Northern hemisphere energy revenues were stronger in the second half of the 2011 fiscal year
reflecting the seasonal nature of the energy market.

Foreign exchange products trading income

Foreign exchange products of A$41 million for the year ended March 31, 2011 decreased 56% from
A$93 million in the prior fiscal year. Global volatility in currency markets remained suppressed and the higher
Austrian dollar adversely impacted the level of client term hedging. Together with margin compression, this had a
significant impact on revenues.

Interest rate products trading income

Interest rate products trading income of A$287 million for the year ended March 31, 2011 decreased 17% from
A$346 million in the prior fiscal year. The prior fiscal year was characterized by strong rallies in credit markets
globally post the financial crisis, which yielded strong returns in Fixed Income, Currencies & Commodities’ interest
rate related businesses. Although Fixed Income, Currencies & Commodities’ base of offerings has been expanded
in the United States and Asia over the last twelve months, income for the year ended March 31, 2011 decreased,
reflecting lower levels of client activity.

Fee and commission income

Fee and commission income of A$28 million for the year ended March 31, 2011 increased 115% from
A$13 million in the prior fiscal year mainly due to improved brokerage revenues in the futures execution of the
clearing markets.

Other operating income and charges

Net gains/(losses) on sale of equity investments

Net gains on sale of resources sector equity investments of A$139 million for the year ended March 31, 2011
increased 117% from A$64 million in the prior fiscal year. The improved result from equity realizations was as a
result of stronger resource equity markets, particularly in the gold sector.

Impairment charge on equity investments

The impairment charge on equity investments of A$9 million recognized in the year ended March 31, 2011, and

the impairment charge of A$3 million in the prior fiscal year mainly related to impairments of certain investments in
the resource sector.
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Soecific provisions and collective allowance for credit losses

Net provision releases of A$13 million for the year ended March 31, 2011 compared with a net charge of
A$48 million in the prior fiscal year. This reflects an overall improvement in the collectability of the loan portfolio
primarily in the resource sector and the impact of restructures or repayments received on previously provided for
receivables.

Other income

Other income of A$105 million for the year ended March 31, 2011 increased significantly from A$21 million in
the prior fiscal year. Net profit interest sales of A$43 million were recognized in the year ended March 31, 2011
relating to interests and royalties from participants in the metals and energy sectors.

Operating expenses

Total operating expenses of A$727 million for the year ended March 31, 2011 increased 32% from
A$552 million in the prior fiscal year.

Employment expenses

Employment expenses of A$233 million for the year ended March 31, 2011 increased 49% from A$156 million
in the prior fiscal year. The main driver of the increase in employment costs was headcount growth of 11% from
696 at March 31, 2010 to 744 at March 31, 2011 as a result of continued investment in the credit trading business in
the United States and its expansion into Europe, as well as the establishment of the new Asian Markets business in
Singapore. Over half the increase in headcount since March 31, 2010 relates to coverage in new markets or regions.

Brokerage and commission expenses

Brokerage and commission expenses of A$171 million for the year ended March 31, 2011 increased 9% from
AS$157 million in the prior fiscal year. This increase was primarily a result of growth in futures execution and
clearing volumes.

Other operating expenses

Other operating expenses of A$323 million for the year ended March 31, 2011 increased 35% from
A$239 million in the prior fiscal year. Other operating expenses primarily relate to costs supporting the expansion
of the Fixed Income, Currencies & Commodities business platforms, including risk management, information
technology and operations.
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Macquarie Securities (excluding the Cash division, which forms part of the Non-Banking Group)

Year ended
Mar 11 Mar 10 Movement!
A$m A$m %
Net trading income (including net interest inCOmMe)?............cocoeuvvevenene. 323 451 (28)
Fee and commission iNCOME/(EXPENSE).........cveeeererieerieeeiereeeieie e (162) (62) 161
Other INCOME/(EXPENSES) .....vcveeeuereeiirierieie ettt st ee 9 - large
Internal management revenue/(Charges)®............coceveevveeeeeeeveeeeeeeeeeees (8) 21 (138)
Total Operating iNCOME ........ccvieviiieeieieceeeeetet ettt 144 410 (65)
Operating expenses
EMPIlOYMENt EXPENSES ....vevieeiiieieieeeieieeeteieeeesteeesesseeetesseessesreessesseesesseenseesns 35) (23) 52
Brokerage and cOmMmiSSION €XPENSES ......eevverveererrerieeueriieiesieenieeeesieeeesenenne (160) (166) “4)
Other OPerating EXPENSES. ....ceuverueererreeierteententtenteetentesee st etesbeestesreesesieensenes (81) (104) (22)
Total Operating EXPENSES. .....cc.ecviivierierecreeteeteet ettt ettt b s esenens (276) (294) (6)
Net profit/(10SS) CONtribULION .......c.ccvieviiiiiicieeeeeceeeeee e (132 116 (214)
Other metrics
HeEadCOoUNL..........cuiiiiiiiiiiicicc e 88 97 9)

! “large” indicates that actual movement was greater than 300%.

2 The relative contribution of net interest income and trading income to income from trading activities can vary from period to period

depending on the underlying trading strategies undertaken by MBL Group and its clients. As such, to obtain a more complete view of
Macquarie Securities’ trading activities, net interest income has been combined with trading income above.

See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Macquarie Securities’ loss contribution of A$132 million for the year ended March 31, 2011 compared to a
profit contribution of A$116 million in the prior fiscal year primarily due to reduced levels of both institutional and
retail client activity globally.

Net trading income (including net inter est income)

Net trading income (including net interest income) of A$323 million for the year ended March 31, 2011
decreased 28% from A$451 million in the prior fiscal year. As a result of challenging market conditions, retail and
institutional product revenues were down across all regions with the exception of Europe which benefited
significantly from the acquisition of Sal. Oppenheim in April 2010. The second half of the 2011 fiscal year
provided some improvement over the first half of the 2011 fiscal year, with net trading income increasing by 56% in
the second half of the 2011 fiscal year, compared to the first half.

Arbitrage trading continued to make a strong contribution to net trading income. Lower volatility and liquidity
in the market, notably in the first half of the 2011 fiscal year, adversely impacted trading conditions.

Fee and commission income/(expense)

Fee and commission expense increased 161% to A$162 million for the year ended March 31, 2011 from
A$62 million in the prior fiscal year. This category mainly consists of internal transfer pricing charges paid as
compensation for services provided to MBL Group by MGL Group service entities.

Operating expenses

Total operating expenses of A$276 million for the year ended March 31, 2011 decreased 6% from
A$294 million in the prior fiscal year, primarily due to lower other operating expenses as a result of a lower level of
recoveries of centrally allocated costs in the current fiscal year, which was partially offset by higher employment
expenses as a result of acquisitions during the period.
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Employment expenses

Employment expenses of A$35 million for the year ended March 31, 2011 increased 52% from A$23 million in
the prior fiscal year. This increase was mainly due to the full year impact of prior fiscal year acquisitions and the
acquisition of Sal. Oppenheim in the year ended March 31, 2011, as well as the build out of new business in Europe
and the Americas.

Brokerage and commission expenses

Brokerage and commission expenses of A$160 million for the year ended March 31, 2011 decreased 4% from
A$166 million in the prior fiscal year.

Other operating expenses
Other operating expenses of A$81 million for the year ended March 31, 2011 decreased 22% from

A$104 million in the prior fiscal year as a result of a lower level of recoveries of centrally allocated costs in the
current fiscal year.
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Macquarie Capital

Year ended
Mar 11 Mar 10 M ovement
A$m A$m %
Net interest iNCOME/(EXPENSE) ........coveirieeiieeiieeeie ettt (1) (10) 90
Fee and COMMISSION INCOME...........oceeuiiuieiieeiiieeecte ettt 2 4 (50)
Net trading iNCOME/(EXPENSE) .....cveuieeiieeeeeceieee ettt - ) 100
Shareon net profits of associates and joint ventures accounted for
using the equity MEethod ............cooviiviiiiieeeeeee e 11 12 ®)
Other operatingincome and Charges..........c.oeeveevevieriereeniesieieseeeeeeenes (17) (67) (75)
Internal management revenue/(Charges)™..........oooeeeeeeeeeeeeeeeeeeeeeeeeen 6 11 (45)
Total Operating iNCOME ........ccecviiiiiiiecteeecet et nes 1 (51) 102
Total OPerating EXPENSES. ......c.ccvievieieieeierestetete ettt ettt ssessessensens (2) 1 (300)
Net profit/(10Ss) CONtriBULION ..o (1) (50) (98)

! See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Macquarie Capital’s net loss contribution of A$1 million for the year ended March 31, 2011 decreased 98%
from a net loss of A$50 million in the prior fiscal year. Income generated by Macquarie Capital in the Banking
Group is driven by legacy assets and is expected to be immaterial in future periods. The key income and expense
lines in the table above are discussed below.

Share of net profits of associates and joint ventures accounted for using the equity method

Net equity accounted income of A$11 million for the year ended March 31, 2011 decreased 8% from
A$12 million in the prior fiscal year. The income in both years was related to an investment in a portfolio of debt
investments.

Other operating income and charges

Other operating charges of A$17 million for the year ended March 31, 2011 decreased 75% from A$67 million

in the prior fiscal year. In both periods, the charges were primarily related to the writedowns of asset-backed
securities held as available-for-sale.

Operating expenses

There are minimal operating expenses due to the nil headcount of Macquarie Capital in the Banking Group.
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Corporate

Year ended
Mar 11 Mar 10 M ovement*
A$m A$m %

NEL INTEreSt INCOME......ciriiieiiiiiciciectc e 415 325 28
Fee and commission iNCOME/(EXPENSE).......c.ccuveveevevrecreerereereeeeereeeereeeneaeas (36) (57) (37)
Net trading iNCOME/(EXPENSE) ......c.oovieviiiierieeieeeeeeee ettt (58) (337) (83)
Shar e of net profits of associates and

joint ventures accounted for using the equity method.......................... 2 3 (33)
Other operating income and charges
Net gains on sale of equity INVEStMENTS.........ccevviererieeierieieeeeeeeeie e 53 16 231
Gain on acquiring, disposing and change

in ownership interest in subsidiaries

and businesses held-for-sale ..........c.ocoeiiieiieeciiiniecieeee e )] 137 large
Gain on repurchase of debt...........ccceiiieiiiiiiiiiiee e - 55 (100)
Specific provisions and collective allowance

TOr CIEdit 1OSSES c.vvuviiieeiiiiicieete ettt ettt beeeae e 4) 6 large
Other INCOME/(EXPEINSE)...eeuvirvrerriererreeierteestesteesseeeesseesaesseessesseessesseessesseessenes (10) 15 large
Total other operatingincomeand Charges..........ccoeeveevevveeveeieieceeieieieens 38 229 (83)
Internal management revenue/(Charges)?............covoveeeeeveeveseeerceeeeesesen (89) (161) (45)
Total operating iNCOME/(EXPENSE).......cc.ecvieueeveereeieieeeereteete e ee et eenens 268 4 large
Operating expenses
EMPIlOYMENt EXPEINISES ..vevvevieniieeieriieiieieeiesieesieestesteeseesseesseseaesseessesseensensennns (426) (283) 51
Brokerage and cOmMmMmIiSSION EXPENSES ......eevverveerveererieererieienerenseessesseensessenes (61) (25) 144
Other OPerating EXPENSES. ....ceveruieruereeriiriierieeienttetesteetesieesteetesseeaeessessesieens (84) (196) (57)
Total Operating EXPENSES. .....cc.ecviiveevieiecreeteeteeteete ettt ee et s s senens (571) (504) 13
T X EXPEINSE ...ttt ettt eene (272) (65) large
VLIPS et ettt (4 (8 %)
VIS ettt ettt ettt bttt et e e nean (26) (21 24
Other NON-CoNtrolling iNtErESLS™...........crrvveemrrreereereeesesereesseneseeeseeeneees - 2 (100)
Net profit/(10SS) CONtribULION .........ooieeiiiiceieeeeeeee e (605) (600) 1

! “large” indicates that actual movement was greater than 300%.

2 See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

The Corporate segment’s net loss contribution of A$605 million for the year ended March 31, 2011 was broadly
in line with a net loss of A$600 million in the prior fiscal year. Increases in net interest income and lower levels of
net trading expense were offset by increased employment expenses due to the increase in performance related profit
share in line with increased profit after tax in MBL Group.

Net interest income

Interest income is mainly generated through the investment of MBL’s capital, offset by funding costs not passed
on to businesses through Group Treasury. Net interest income of A$415 million for the year ended March 31, 2011
increased 28% from A$325 million in the prior fiscal year. Interest income was mainly generated through the
investment of MBL’s capital, offset by funding costs not passed onto the businesses through Group Treasury.

Fee and commission income/(expenses)

Fee and commissions expenses primarily relate to internal transactions with operating groups that net out in
their entirety on consolidation across MBL Group. Fee and commissions expense of A$36 million for the year
ended March 31, 2011 decreased 37% from A$57 million in the prior fiscal year primarily due to income that was
offset with a related item that, for accounting purposes, was recognized in brokerage and commission expenses.
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Net trading income/(expense)

The primary drivers of net trading income in the Corporate segment were derivative volatility and the impact of
changes in the fair value of fixed rate issued debt. Net trading expense of A$58 million for the year ended
March 31, 2011 decreased 83% from net trading income of A$337 million in the prior fiscal year. The 2011 fiscal
year included positive fair value adjustments of A$9 million compared to the negative fair value adjustments on
fixed rate issued debt of A$255 million in the prior fiscal year.

Share of net profits of associates and joint ventures accounted for using the equity method

The Corporate segment holds investments in Macquarie-managed funds to hedge exposures to liabilities under
the Directors’ profit share plan. These investments are accounted for using the equity method whereas the related
Director’s profit share plan liabilities are accounted for on a fair value (mark-to-market) basis. The investment
holdings are not significant and therefore the profit or loss from equity accounting of those investments is not
material.

Other operating income and charges

Net gains on sale of debt and equity securities

Net gains on sale of debt and equity securities of A$53 million for the year ended March 31, 2011 increased
significantly from net gains on sale of debt and equity securitics of A$16 million in the prior fiscal year. Gains in
the year ended March 31, 2011 primarily related to liquidity management activities by Group Treasury in the first
half of the year.

Gain on acquiring, disposing and change in ownership interest in subsidiaries and businesses held-for-sale

The gain of A$137 million in the year ended March 31, 2010 largely related to gains from financing the
acquisition of Macquarie Income Preferred Securities (MIPS). Further acquisitions of MIPS were financed during
the year ended March 31, 2010 resulting in a gain of A$127 million.

Gain on repurchase of debt

In the year ended March 31, 2010, MBL Group undertook a buy-back of a portion of MBL Group’s outstanding
subordinated debt carried at amortized cost at a discount to face value that realized a profit of A$55 million. This
was not repeated in the year ended March 31, 2011.

Foecific provisions and collective allowances for credit losses

Specific provisions and collective allowances for credit losses of A$4 million for the year ended March 31,
2011 compared with a writeback of A$6 million in the prior fiscal year.

Other income/(expense)

Other expense of A$10 million for the year ended March 31, 2011 decreased from income of A$15 million in
the prior fiscal year. The.prior fiscal year included a centrally booked income item that was not repeated in the 2011
fiscal year.

Operating expenses

Employment expenses

Employment expenses in the Corporate segment relate to staff profit share, share based payments expense, the

impact of mark-to-market adjustments of Director’s profit share plan liabilities and the employment costs associated
with MBL Group’s support functions, including Corporate Affairs, Risk Management and Information Technology.
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Employment expenses of A$426 million for the year ended March 31, 2011 increased 51% from A$283 million
in the prior fiscal year primarily due to the increase in performance related profit share in line with increased profit
after tax in MBL Group.

Brokerage and commission expenses

Brokerage and commission expenses of A$61 million for the year ended March 31, 2011 increased 144% from
A$25 million in the prior fiscal year. This primarily related to expenses that were offset with related fee and
commission income as described above.

Other operating expenses

Other operating expenses of A$84 million for the year ended March 31, 2011 decreased 57% from A$196
million for the year ended March 31, 2010 primarily due to the release of central provisions of A$40 million that
were no longer required.

Tax expense

Tax expense of A$272 million for the year ended March 31, 2011 increased significantly from A$65 million for

the year ended March 31, 2010 primarily due to reduced write-downs and impairment charges in certain operating
groups as described above under “— Other operating income and charges”.
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Year ended March 31, 2010 compared to year ended Mar ch 31, 2009

Results overview

Year ended
Mar 10 Mar 09 M ovement*
AS$m A$m %
Income statement
INEt INTETEST INCOIME ...vveeeeieieieieeeeeetieee e e e ettt e e e e et e e e e e eaareeeeeseenareeesesennnnees 1,325 965 37
Fee and cOMMISSION INCOIMIE . ........c..veeieueeieenieieeieeeecteeeeteeeeeraeeeeaeeeesaeeeenneeens 1,036 995 4
Net trading INCOME .......eueevireeiireiieieeeeee ettt ettt seeseeeseeees 1,237 1,545 (20)
Share of net profits of associates and joint Ventures............ceeeevveeeerrervennnnnn. 7 98 (93)
Other operating income and charges? ...............ccoovvvoveereeeeeeeeseeeeeseeeeeen 47 (534) large
Total Operating iNCOME ........ccooviivieiiieceetecet ettt aens 3,652 3,069 19
EMPlOymEent €XPENSES ....cc.eervieiiriieiirienieeiesieerie ettt ettt siee et sae et (1,089) (887) 23
Brokerage and cOMMISSION EXPENSES ...c.veevverveerveererreeresereseeressenssesseensesssenns (548) (509) 8
OCCUPANCY EXPEIISES ..vvenvervrerrienrerrrerseesressesnesseessesssesseensesseesesssessesssesseensesssenss (122) (101) 21
Non-salary technology eXPenses ..........c.cveevuereerierienenienenieneeeeneeeeseeniens (88) (75) 17
Other OPerating EXPENSES. ... .ecveeverreererrrerereereseessesseessesseesseessesseessessessseseens (1,043) (872) 20
Total Operating EXPENSES. .....cc.ecviiveevieveceeereeteeteete ettt ettt s et b s esenens (2,890) (2,444) 18
Operating profit before iNCOMEe taX........ccceevverieriereeiienieeniere et 762 625 22
INCOME tAX EXPEINSE ..uveenriirintienieniieienteetesite it eitesteetesteetesbeenbesaaesbesnsenseennene (65) 32 large
Profit from ordinary activities after incometax..........ccceeevevveeierienieeennn. 697 657 6
Profit attributable to non-controlling interests..........ccecererevereeriereerieneenenes (13) (48) (73)
Profit attributable to equity holders of Macquarie
Bank Limited .......ccoeoiiiiiiiiiiiiiiinececs et 684 609 12
Distributions paid or provided on Macquarie
TNCOME SECUTTEIES .....v.veveeeeeeeceeeeeeeeee e s e eesennens (2D (33) (36)
Profit attributableto ordinary equity holders of
Macquarie Bank LiMIted ............ooovveoeeeieeeeeeeeeeeeeseeeee e 663 576 15

! “large” indicates that actual movement was greater than 300%.

2 “Other operating income and charges” includes A$403 million in impairment charges (March 31, 2009: A$1,029 million).

Consolidated net profit after income tax attributable to ordinary equity holders of A$663 million for the year
ended March 31, 2010 increased 15% from A$576 million in the prior fiscal year primarily due to improving market
conditions and growth in existing businesses. Contributions from acquired businesses, Blackmont and Delaware
Investments were not material to MBL Group’s net profit for the 2010 fiscal year. See “Financial Information
Presentation — Impact of acquisitions on the 2010 fiscal year” for further information.

Total operating income of A$3,652 million for the year ended March 31, 2010 increased 19% from
A$3,069 million in the prior fiscal year. The main drivers of this increase were:

e a significant increase in other operating income to A$47 million for the year ended March 31, 2010
from a net loss of A$534 million in the prior fiscal year, primarily due to an overall reduction in the
level of write-downs and impairment charges (net expense of A$403 million, decreased 61% from a
net expense of A$1,029 million in the prior fiscal year) (see “— Results analysis — Details of
impairment charges and provisions” below for further information);

e a 37% increase in net interest income to A$1,325 million for the year ended March 31, 2010 from
A$965 million in the prior fiscal year, primarily due to growth in the higher yielding lending portfolio
in Corporate & Asset Finance, which was partially offset by a reduction in volumes in the Australian
mortgage portfolio combined with the sale of the margin lending portfolio in January 2009; and
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an 4% increase in fee and commission income to A$1,036 million for the year ended March 31, 2010
from A$995 million in the prior fiscal year, primarily due to A$34 million of performance fees
received on the sale of the Kukdong building by Macquarie Central Office CR REIT, partially offset
by lower mergers and acquisitions, advisory and underwriting fees due to challenging market
conditions; and

gains from liability management (Macquarie Income Preferred Securities, A$127 million and
subordinated debt, A$55 million).

These results were partially offset by:

a 93% decrease in share of net profits of associates and joint ventures of A$7 million for the year
ended March 31, 2010 from a net profit of A$98 million in the prior fiscal year driven by a
deterioration in the underlying results of investments due to the significant market disruption
experienced in the 2010 fiscal year; and

a 20% decrease in net trading income to A$1,237 million for the year ended March 31, 2010 from
A$1,545 million in the prior fiscal year, primarily due to the negative fair value adjustments on fixed
rate issued debt (net expense of A$255 million decreased from net income of A$179 million in the
prior fiscal year) which primarily drove the result for interest rate products combined with a 57%
decrease in income from foreign exchange products to A$104 million for the year ended March 31,
2010 from A$241 million for the year ended March 31, 2010.

Total operating expenses of A$2,890 million for the year ended March 31, 2010 increased 18%
from A$2,444 million in the prior fiscal year. The increase was largely driven by:

a 23% increase in employment expenses to A$1,089 million for the year ended March 31, 2010 from
A$887 million in the prior fiscal year, which was primarily due to a 34% increase in headcount
mainly from acquisitions during the year, combined with an increase in performance related profit
share; and

a 21% increase in occupancy expenses to A$122 million from A$101 million in the prior fiscal year
primarily due to new office space in Sydney, London and the United States and recognition of the cost
of future surplus leased space.

Income tax expense of A$65 million increased significantly from a tax benefit of A$32 million in the prior
fiscal year, as a result of increased operating profit before income tax, primarily due to improved market conditions
and lower levels of write-downs and impairment charges. See “— Results analysis — Income tax expense” below
for further information.

See “— Results analysis” below for further information on each of these drivers.

Our results for the 2010 fiscal year continued to be affected by trading and market conditions. See “Macquarie
Bank Limited — Trading Conditions and Market Update” above for further information. In addition, the
strengthening of the Australian dollar contributed to a reduction in both income and expenses generated offshore.
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Results analysis
We present the information below relating to our financial results on a consolidated MBL Group basis.

Net I nterest Income

Year ended
Mar 10 Mar 09 M ovement?
A$m AS$m %

Net interest income

TNEETESE TEVEIUE ...eevvvieniieiieeeiie et iee ettt et e et esae et e eaeesaeenseeenseesnneaneeas 4,353 6,267 (31)
INEEIEST EXPEINSE ..vevveeereniieeieiieiieiesteete et ete st e bt eteseeebessaenbeseaesseeseensenseensenne (3,028) (5,302) (43)
Net interest income (asreported) ........coeveeveeicieiecieceeeee e 1,325 965 37
Adjustment for accounting for swaps' (218) (1) large
Net interest income (asadjusted) ........ccocvvevieeiieeieriecee e 1,107 964 15

Australian Accounting Standards require derivatives hedging interest rate risk to be carried at fair value through trading income so that both
sides are eliminated and only external derivatives can form part of a hedge relationship. This distorts the analysis of net interest income and
trading income in each operating group. To assist in the analysis of net interest margins, the impact of accounting for swaps used to
economically hedge interest rate risk that is included in trading income for statutory purposes, has been adjusted against net interest income
and shown separately above.

“large” indicates that actual movement was greater than 300%.

Interest revenue of A$4,353 million for the year ended March 31, 2010 decreased 31% from A$6,267 million in
the prior fiscal year and interest expense of A$3,028 million for the year ended March 31, 2010 decreased 43% from
A$5,302 million in the prior fiscal year primarily due to lower interest rates compared to the prior fiscal year.

Adjusted net interest income of A$1,107 million for the year ended March 31, 2010, increased 15% from
A$964 million in the prior fiscal year. This increase was primarily driven by the growth of the higher yielding
lending portfolio in the Corporate & Asset Finance division which grew 64% in the 2010 fiscal year to
A$13.6 billion (March 31, 2009: A$8.3 billion). This was partially offset by a reduction in volumes in the
Australian mortgage portfolio combined with the sale of the margin lending portfolio in January 2009. Overall
lending volumes decreased as a result of these sales, but income increased overall due to the change in product mix
from lower margin mortgages to higher margin corporate and asset lending during the year.

Fee and commission income

Year ended
Mar 10 Mar 09 M ovement
A$m A$m %

Fee and commission income
Base € INCOME......c.eeeiieiiieiieeieeeeee ettt 464 403 15
Performance fee INCOME ..........coueciiiiiiiiiiniiiiiireec et 45 15 200
Mergers and acquisitions, advisory and

UNAETWITHING TEES ..vvivveniieiieieeieie ettt st et ae e b enee s 37 71 (48)
Brokerage and COMMISSIONS .........eerveeierieriirieniieieniteieeiee st eeesteeeesaeenaeeee e 288 276 4
Other fee and cOMMISSION INCOME .......eeeviereieiiierieeie e 154 171 (10)
Income from life investment contracts and

other unit holder iNVEStMENt ASSELS .............coceveveveverererererereeeeeeeeeeeseeesesenenans 48 59 (19)
Total fee and COMMISSION INCOME........c.ooueiriiiriiiriieieeeeeesee e 1,036 995 4

Total fee and commission income of A$1,036 million for the year ended March 31, 2010 increased 4%
from A$995 million in the prior fiscal year largely due to a 200% increase in performance fee income to
A$45 million for the year ended March 31, 2010 from A$15 million in the prior fiscal year, partially offset by 48%
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decrease in mergers and acquisitions, advisory and underwriting fees to A$37 million for the year ended March 31,
2010 from A$71 million in the prior fiscal year.

Base and performance fees

Base fees of A$464 million for the year ended March 31, 2010, increased 15% from A$403 million for the prior
fiscal year despite a significant increase in Assets under Management to A$229 billion as at March 31, 2010
from A$84 billion as at March 31, 2009. The increase in Assets under Management did not result in a
corresponding increase in base fees as the majority of the increase occurred in January 2010 with the acquisition of
Delaware Investments, which contributed A$151 billion of Assets under Management as at March 31, 2010 and
A$90 million of base fees in the year ended March 31, 2010. See “Macquarie Bank Limited—Funds management
business — Assets under Management” for further discussion on the movements in Assets under Management
during the period.

Performance fees of A$45 million for the year ended March 31, 2010 increased 200% from A$15 million in the
prior fiscal year. Market conditions in the year ended March 31, 2010 continued to be difficult and there were few
funds which outperformed their benchmarks which led to low performance fees, however, in the year ended
March 31, 2009, we also recognized a significant non-recurring performance fee on the termination of the advisory
agreement with Bristol Airports Bermuda Limited (formerly Macquarie Airports Group Limited) from MAp Group,
which drove the result in the prior fiscal year.

Mergers and acquisitions, advisory and underwriting fees

Mergers and acquisitions, advisory and underwriting fees of A$37 million for the year ended March 31, 2010
decreased 48% from A$71 million in the prior fiscal year largely due to one-off advisory fee income generated in
Macquarie Funds and Real Estate Banking in the year ended March 31, 2009 that was not repeated in the year ended
March 31, 2010.

Brokerage and commission

Brokerage and commission income of A$288 million for the year ended March 31, 2010 increased 4% from
A$276 million in the prior fiscal year as a result of improved equity market conditions and the growth in advisor
numbers in Banking & Financial Services due to organic growth in Australia and Asia as well as the acquisition of
Blackmont Capital in December 2009.

Other fee and commission income

Other fee and commission income, which includes platform and other administration fee income, of
A$154 million for the year ended March 31, 2010 decreased 10% from A$171 million in the prior fiscal year
largely due to non-recurring service fees in the prior fiscal year for Agricultural products and lower true index
income in Macquarie Funds Group. Macquarie True Index delivers clients pre-tax index returns (before buy/sell
spreads on transactions). Any under-performance is compensated by MBL Group and conversely, any out-
performance is retained by MBL Group.

Platform and other administration fee income of A$135 million for the year ended March 31, 2010 was broadly
in line with A$134 million in the prior fiscal year due to average Wrap Funds under administration in Banking &
Financial Services only increasing 3% over the year.

Income from life investment contracts and other unit holder investment assets

Income from life investment contracts and other unit holder investment assets includes income from the
provision of life insurance by Macquarie Life and True Index income earned on funds managed by Macquarie
Funds. Income from life investment contracts and other unit holder investment assets of A$48 million for the year
ended March 31, 2010 decreased 19% from A$59 million in the prior fiscal year largely as a result of reduced
income from True Index funds within Macquarie Funds, predominantly in the six months ended September 30,
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2009. Macquarie True Index delivers clients pre-tax returns (before buy/sell spreads on transactions). Any under-
performance is compensated by MBL and conversely, any out-performance is retained by MBL.

Net trading income

A complete representation of our trading activities is not shown by the composition of trading income set out
below as it excludes interest revenue and expense, brokerage and commission revenue and expense, and operating
costs of trading activities. To obtain a complete view of the performance of our trading activities, see “— Segment
Overview — Macquarie Securities (excluding the Cash division, which forms part of the Non-Banking Group)” and
“— Segment Overview — Fixed Income, Currencies & Commodities”.

Year ended
Mar 10 Mar 09 M ovement®
AS$m A$m %

Net trading income
B QUILIES eeentieeie ettt ettt sttt e e e s e et eenbeesnbeenseeenbeenneas 555 430 29
Commodities... 663 574 16
Foreign exchange products 104 241 57
Interest rate ProAUCES .......ccceeieriiiierieieeiere ettt et e e e e e saeensesene e 133 301 (56)
Net tradingincome (adjusted) ...........ccoveeieiieeececeeeeeeee e 1,455 1,546 (6)
AdjUSEMENE FOF SWAPS? ... (218) (1) large
Net trading income (asreported) ...........cccveveeieeiieieeiiceceeeee e 1,237 1,545 (20)

“large” indicates that actual movement was greater than 300%.

Australian Accounting Standards require derivatives hedging interest rate risk to be carried at fair value through trading income so that both
sides are eliminated and only external derivatives can form part of a qualifying hedge relationship. This distorts the analysis of net interest
income and trading income in each operating group. To assist in the analysis of net interest margins, the impact of accounting for swaps
used to economically hedge interest rate risk that is included in trading income for statutory purposes, has been adjusted against net interest
income and shown separately above.

Total adjusted net trading income of A$1,237 million for the year ended March 31, 2010 decreased 20%
from A$1,545 million in the prior fiscal year driven by the impact of negative fair value adjustments on fixed rate
issued debt of A$255 million on our trading income from interest rate products for the year ended March 31, 2010.

Equities

Trading income from equity products of A$555 million for the year ended March 31, 2010 increased 29% from
A$430 million in the prior fiscal year. The increase is due to improved trading conditions across substantially all
regions, particularly in the first half of the year.

Revenues from derivative products for the year ended March 31, 2010 were up on the prior fiscal year due to
improved trading conditions and an increase in volumes, primarily in Asia. Arbitrage trading activities have
continued to contribute strongly to trading profits as a result of favorable markets in exchange traded instruments,
particularly in Taiwan, India and South Korea. Structured Equity Finance revenues were down on the prior fiscal
year as a result of lower volumes as customers became more risk averse. See “— Segment analysis — Macquarie
Securities”.

Commodities

Commodities income of A$663 million for the year ended March 31, 2010 increased 16% from A$574 million
in the prior fiscal year. The increase in commodities trading income (including metals, energy and agricultural
products) was primarily driven by improved market conditions and a strong contribution from the energy businesses
predominately due to the strong performance of energy operations in the United Kingdom and the United States,
growth of the global coal business and increased volumes. During the year, energy markets experienced generally
low volatility together with mixed market liquidity, however more recently market conditions have shown signs of
improvement. The Constellation Energy business was acquired in March 2009 and contributed a non-recurring gain
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in the year ended March 31, 2009. Commodities income benefitted from a full year trading contribution from the
Constellation Energy business for the year ended March 31, 2010. Freight markets improved in the year ended
March 31, 2010 from the extreme lows experienced in the prior fiscal year. The Metals and Energy Capital division
was a strong contributor with all major metals prices recovering over the past 12 months, particularly gold.

Foreign exchange products

Trading income from foreign exchange products of A$104 million for the year ended March 31, 2010 decreased
57% from A$241 million in the prior fiscal year due to a significant reduction in both volatility and turnover in
global foreign exchange markets impacting foreign exchange market participants. The strong Australian dollar
placed additional downward pressure on foreign exchange revenues resulting in a decreased contribution by Fixed
Income, Currencies & Commodities’ Foreign Exchange Division.

Interest rate products

Trading income from interest rate products of A$133 million for the year ended March 31, 2010 decreased 56%
from A$301 million in the prior fiscal year. The key driver of the change from the prior fiscal year is a net
A$255 million expense in the year ended March 31, 2010 relating to the fair value adjustment on fixed rate issued
debt, whereas in the prior fiscal year a net A$179 million gain was recognized. See “— Critical Accounting Policies
and Significant Judgments — Other financial liabilities at fair value through profit or loss” above for further
information.

Excluding the fair value adjustment on fixed rate issued debt, income from interest rate products of
A$388 million increased 218% from A$122 million in the prior fiscal year. The Credit Trading division and to a
lesser extent the Emerging Markets division made substantial contributions during the year ended March 31, 2010.
Credit Trading revenues were driven by selective expansion into underlying high yield and distressed corporate and
debt securities, the extension into client sales and trading, and the rally in credit markets which mirrored equity
markets and to a lesser extent Emerging Markets division experienced increased client activity and continued
broadening of their products and services. Improving Australian debt market conditions supported increased debt
market activity in the Debt Markets division.

Share of net profits/(losses) of associates and joint ventures

Year ended
Mar 10 Mar 09 Movement
A$m A$m %
Share of net profits/(losses) of associates
AN JOINT VENEUFES ... / 98 (93)

Share of net equity accounted profits of associates and joint ventures of A$7 million for the year ended
March 31, 2010 decreased 93% from A$98 million in the prior fiscal year. The decrease was driven by net equity
accounted losses for Real Estate Banking associated with investments in J-REP and Medallist and a reduction in
equity accounted income from Fixed Income, Currencies & Commodities due to the termination of some joint
venture agreements.
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Other operating income and charges

Year ended
Mar 10 Mar 09 M ovement*
A$m A$m %

Other operating income and charges
Net gains on sale of investment securities available

FOT SALE ..t ab e e saaeereeas 42 (6) large
Net gains on sale of associates (including associates

held-for-sale) and jOInt VENTUIES ..........cocvevveerierierienienieeieseeieeeeesiee e 9 29 (69)
Gain on acquiring, disposing and change in ownership

interest in subsidiaries and businesses held-for-sale............ccccecervrerrnenne. 138 298 (54)
Impairment charge on investment securities available

FOT SALE ..t (101) (240) (58)
Impairment charge on investments in associates

(including associates held-for-sale) and joint ventures............ccceceeueeuenens (69) (102) (32)
Impairment charge on disposal groups held-for-sale...........cccccevvevienenvennne. - (192) (100)
Impairment charge on non-financial assets..........coceevevvririreieneneseeeee (23) (45) 49)
Gain on repurchase of subordinated debt ...........ccceveecieniiiciiniieiieeicieeeee 55 - -
Net operating 1€ase INCOMC........evveeuirieririenieeiereeie sttt 72 55 31
Net expense from non-current assets classified as held

TOT SALE ..ottt ettt - 3) (100)
Dividends/distributions received/receivable from

investment securities available-for-sale ...........c.ccocvireninininincncnenennns 23 19 21
Management fees, group service charges and

COSE TECOVETICS .uvverevienrieareesereesreessreesseessseanseeseessseeseesseessseanseessseesseesseenes 27 21 29
Collective allowance for credit losses during the

01538 0T RSP SSRSRR (1) 91 (99)
SPECIiC PLOVISIONS ....veivieiieiieeeieieeieie et sie e see e (209) (359) (42)
OhET INCOIME ...ttt e e e e 138 124 11
Total other operating incomeand charges..............c......... 47 (534) (109)

! “large” indicates that actual movement was greater than 300%.

Total other operating income and charges was a net gain of A$47 million for the year ended March 31, 2010,
which compares with a net loss of A$534 million in the prior fiscal year. Improving market conditions resulted in a
significant decrease in impairment charges in the year ended March 31, 2010 to A$403 million from
A$1,029 million in the prior fiscal year. (See “—Details of impairment charges and provisions” for further detail on
impairment charges, including specific loan provisions and collective allowance for credit losses).

Net gains on sale of equity investments (including available-for-sale, associates and joint venture investments)
of A$51 million for the year ended March 31, 2010 increased 122% from A$23 million in the prior fiscal year
primarily due to increased sales volumes of resource sector equity investments within Fixed Income, Currencies &
Commodities during the year ended March 31, 2010.

The gain on acquiring, disposing and change in ownership interest in subsidiaries and businesses held-for-sale
of A$138 million for the year ended March 31, 2010 decreased 54% from A$298 million in the prior fiscal year.
The result for the year ended March 31, 2010 included a gain of A$127 million from a liability management
transaction.

During the year ended March 31, 2010, a gain of A$55 million was generated on the repurchase of issued
subordinated debt in April 2009. There were no similar gains in the prior fiscal year.

103
SY1 42620v.15



Net operating lease income of A$72 million for the year ended March 31, 2010 increased 31% from
A$55 million in the prior fiscal year mainly due to the transfer of the leasing business from the Non-Banking Group
to the Banking Group during the first half of the year ended March 31, 2010.

Other income of A$138 million for the year ended March 31, 2010 increased 11% from A$124 million in the
prior fiscal year, primarily due to an increase in income from sub-leasing activity.
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Details of impairment charges and provisions

Year ended Mar 10

Fixed
Income, Banking & Real
Macquarie Currencies& Financial Estate
Capital Commodities Services Banking Corporate Total
A$m ASm AS$m A$m AS$m AS$m

Impairments and equity
accounted gaing/losses
Listed Macquarie-managed
FUNAS .o - - - (34) - 34
Real estate equity investments.......... - - - (140) (D) (141)

US portfolios of asset backed

securities held as available-for-

71 (T (62) - - - - (62)
Resources equity investments.... - 3) - - - 3)
Other equity co-investments............. 12 13 @) 40 4) 54

Total ..o (50) 10 (@) (134) (5) (186)

L oan impair ment

Real estate 1oans .........ccceeeveeveeeeeennnnn. - - - (24) - (24)

Resources 10ans ........coceeevevvenieeciennnnn, - (48) - - - (48)
Corporate & Asset Finance
leasing and lending...........c.cocceeuenene - - — - - - (92)
Banking & Financial Services
business banking ..........c.cccceeeveennens - - (16) - - (16)
Other 10ans .......ccceevevevevencncncncnens (6) — (29) — 8 (30)

Impair mentsrecognized on

trading asset positions
CLO/CDO exposures held in
trading portfolio...........cccovevvevruernnnnn. - (20) - - - (20)
Total impairment charges
and provisionst............cooceeeeeeceeeenn. (56) (58) (52) (158) 3 (416)

! Total impairment charges and provisions includes Impairment charge on investment securities available-for-sale (A$101 million); Impairment charge on investments in associates and joint ventures
(A$69 million); Impairment charge on non-financial assets (A$23 million); Collective allowance for credit losses during the period (A$1 million); Specific provisions A$209 million; Impairments

recognized on trading asset positions (A$20 million) offset by Share of net profits of associates and joint ventures ($7 million income).
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Total impairment charges and provisions contributed a loss of A$416 million in aggregate for the year ended
March 31, 2010, a 58% decrease from A$1,005 million in the prior fiscal year. The year ended March 31, 2010

included:

impairments and equity accounted losses of A$186 million predominantly in Real Estate Banking
(including in relation to listed Macquarie-managed funds of A$34 million, real estate equity
investments of A$141 million, United States’ portfolio of asset backed securities held as available-for-
sale of A$62 million and resources equity investments of A$3 million) compared to A$481 million in
the prior fiscal year, which included A$197 million in relation to losses recognized on the sale of the
Italian Mortgages portfolio;

loan impairments of A$210 million (A$209 million specific provisions and A$1 million collective
allowance for credit losses) predominantly in Fixed Income, Currencies & Commodities, Banking &
Financial Services and Corporate & Asset Finance (including real estate loans of A$24 million,
resources loans of A$48 million and other loans of A$138 million) compared to A$450 million in the
prior fiscal year; and

impairments recognized on trading asset positions of A$20 million due to CLO/CDO exposures held in
our trading portfolio compared to A$74 million in the prior fiscal year.

A summary of our critical accounting policies relating to impairment charges and provisions is set forth under
“— Critical Accounting Policies and Significant Judgments.”

Operating expenses

Year ended
Mar 10 Mar 09 Movement
A$m A$m %
Operating expenses
Employment expenses:
Salary, commissions, superannuation and performance-related profit
SRATE ..ottt et e te e b e et eeaaeebaenabeens (1,012) (853) 19
Share based PAYMENLS ........ccerueierieieieeeiee et (66) (32) 106
Provision for annual I8aVe..........cceeieiiiieniirienieieceeie e ®) 2) 300
Provision for long Service [eave ..........coevuereivieniiiiineeninieneeeeeeeese e 3) - -
Total employMENt EXPENSES.......ccvevviierieieeieieereee ettt aens (1,089) (887) 23
Brokerage and cOmmiSSION EXPENSES ......ceverveerrerrerueeeerieienieenieeeesieeeesnnenee (548) (509) 8
OCCUPANCY CXPEIISES ..eenvenveenrirnrerieenterstentesieesteestesstesseeasesseestesseessessesseensesssenne (122) (101) 21
Non-salary technology EXPENnSES .......ccvevveeierieriereerieeeeieseesieeee e eee e eene e (88) (75) 17
Professional fEeS.......cccuiiiiieiiiieiiccie et (121) (131) ®)
Travel and entertainment ..........c.ccvevereeeeecieieeieeeeie et se e e eaeseeeeeeeas (55) (57) 4)
Advertising and COMMUNICALION .........ccuevieriirrierierienieeierieeresteeteseeeeeneeeienes (56) (45) 24
OthET EXPEIISES . ..cuveeueeiieteriiettetest ettt ettt ettt sbe et bt e b st e seesasenbeete e (811) (639) 27
Total OPErating EXPENSES. ......c.ooverieeeieetete et steteee et sae s steseseensensens (2,890) (2,444) 18

Total operating expenses of A$2,890 million for the year ended March 31, 2010 increased 18% from
A$2,444 million in the prior fiscal year, primarily due to an increase in employment expenses.

Employment expenses of A$1,089 million for the year ended March 31, 2010 increased 23% from
A$887 million in the prior fiscal year due to a 34% increase in headcount to 5,889 at March 31, 2010 from 4,412 at
March 31, 2009 mainly due to acquisitions of businesses during the year;
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Brokerage and commission expense of A$548 million for the year ended March 31, 2010 increased 8% from
A$509 million in the prior fiscal year and consisted of an increase in brokerage expense of A$37 million and an
increase in other fee and commission expense of A$2 million. The increase in brokerage expense was primarily
driven by the growth in volumes over the year for the Credit Trading and Emerging Markets businesses within Fixed
Income, Currencies & Commodities.

Occupancy expense of A$122 million for the year ended March 31, 2010 increased 21% from A$101 million in
the prior fiscal year mainly due to increased floor space in Sydney, New York and London to support the increased
headcount in those cities.

Other expenses of A$811 million for the year ended March 31, 2010 increased 27% from A$639 million in the
prior fiscal year largely due to integration expenses relating to various businesses acquired during the year, including
Blackmont Capital and Delaware Investments. See “Macquarie Bank Limited—Our History and Evolution”.

Headcount

Total headcount of 5,889 as at March 31, 2010 increased 34% from 4,412 as at March 31, 2009. The
increase was mainly outside of Australia and was driven by acquisitions during the year, including Delaware
Investments and Blackmont Capital. The increase in the headcount in Australia as at March 31, 2010 was due to
organic growth, partially offset by a decrease as part of the sale of the majority of the Australian real
estate management platform to Charter Hall Group.

Our headcount by operating group is provided in the table below:

Year ended
Mar 10 Mar 09 Movement
%
Headcount by operating group
Banking & Financial SErvViCes .........cccevievierierienieiienieieseeieseeaeeveeveseenees 3,261 2,592 26
MaACqQUATIE SECUTTLIES ...eevvevieeieiieieeiieieeteeie et eete st eere st eaeseeenbeeeebesseenseenns 97 113 (14)
Fixed Income, Currencies & CommOditi€s ........cc.eeevvveriieiieiiiieeiiiieeeeeeeeenee 696 509 37
Macquarie FUNAS .........cccoiieiiiiiiiieieeeescee et 1,074 560 92
Real Estate Banking.........cccceouirierierieiineiie ettt 105 136 (23)
Corporate & Asset FINANCE..........cccuveriiieiiieeiieieeiieee et 656 479 37
Total NEAACOUNL ........c.eiieiiiiic e 5,889 4,389 34
Income tax expense
Year ended
Mar 10 Mar 09
AS$m A$m
Reconciliation of income tax (expense)/credit to prima facie tax
PAYADIE. ... ..ottt et
Prima facie income tax expense on operating profit' ...........c.ccccoocovervevnenn. (229) (188)
Tax effect of amountswhich are non-assessable/(non-deductible) in
calculating taxable income:
Rate differential on offshore iINCOME .........cccvveriieeciieeciieieeie e, 200 155
Distribution provided on Macquarie Income Preferred Securities and
related diStribULIONS. .......covevuirieiinicieicicccce e 2 13
Non-deductible share based payments eXpense..........cceeerveeereeeeeereeererennn 9) (10)
OLhET TEETIIS ..eevvieiieeiieie ettt ettt et te et et ettt e be et ebesaae bt eneeseaesseensensesnsenne 29) 62
Total incometax (expense)/Credit...........covevvieveeieiiicieieieieee s (65) 32

! Prima facie income tax on operating profit is calculated at the rate of 30% (year ended March 31, 2009: 30%;). The consolidated entity has

a tax year ending on September 30.
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The effective tax rate for the year ended March 31, 2010 was 9%. The increase was largely due to a lower level
of write-downs and impairment charges in the year ended March 31, 2010 compared to the prior fiscal year.

The effective tax rate before the impact of write-downs and impairment charges is relatively stable compared to
the prior fiscal year.

Segment overview
Summary of segment results

For internal reporting and risk management purposes, MBL Group is divided into operating groups as shown in
the following table.
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Year ended March 31, 2010
Net interest income/(expense).
Fee and commission
income/(exXpense) .........evenveen..
Trading income/(expense).......
Share of net profits (losses) of
associates and joint ventures
accounted for using the equity
method ......ooovvveninincncninns
Other operating income and
charges ....c.cooeevveeeeceeneeieceennn,
Internal management
revenue/(charges)......c.ceeenee.
Total operating income.........
Total operating expenses......
Profit/(loss) before tax ............
Tax eXpense .....c.cceeeeerveeneennne

Profit/(loss) attributable to non-

controlling interests
Net profit/(loss) contribution

Year ended March 31, 2009
Net interest income/(expense).
Fee and commission
income/(exXpense) ........coeevee...
Trading income/(expense).......
Share of net profits/(losses) of
associates and joint ventures
accounted for using the equity
method ......cocovveieiiieieiieie,
Other operating income and
charges .......ccooveveveeneniee
Internal management
revenue/(charges).........c.ou...
Total operating income.........
Total operating expenses......
Profit/(loss) before tax ............
Tax expense .......cceeeveeeeveeennnes

Profit/(loss) attributable to non-

controlling interests
Net profit/(loss) contribution

SY1 42620v.15

Banking & Fixed Income,
Macquarie Financial Real Egtate Currencies& Macquarie Macquarie Corporate &
Funds Services Banking Commodities Securities Capital Asset Finance Corporate Total
A$m A$m A$m A$m A$m A$m A$m A$m A$m
36 551 (21) 100 (50) ) 364 354 1,325
344 727 69 57 (62) 4 ) (101) 1,036
4 8 0 1,022 501 - 39 (337) 1,237
7 2 (22) 10 - 12 1 3) 7
12 (42) (110) 34 - (67) 14 206 47
4 11 (14) 80 21 11 25 (138) -
407 1,257 (98) 1,303 410 (49) 441 (19) 3,652
(324) (983) (53) (567) (294) 0 (180) (489) (2,890)
83 274 (151) 736 116 (49) 261 (508) 762
- - — — - - - (65) (65)
1 (0) - - - - 2) (27) (34)
84 268 (151) 736 116 (49) 259 (600) 663
84 431 ) 28 (19) (38) 134 347 965
275 698 50 126 (20) 88 12 (234) 995
(20) (49) (8) 927 401 (11) (27) 332 1,545
(1) (6) 6 69 - 31 (1) - 98
2 (253) (294) (188) - (12) 14 197 (534)
4 (22) (14) 65 106 147 9 (295) -
344 799 (262) 1,027 468 205 141 347 3,069
(251) (897) (93) (475) (390) (72) (56) (210) (2,444)
93 (98) (355) 552 78 133 85 137 625
- - - - - - - 32 32
- (6) - 1 - - Q) (75) (81)
93 (104) (355) 553 78 133 84 94 576
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Basis of preparation

MBL Group segments

MBL Group applies AASB 8 “Operating Segments” which requires the “management approach” to disclosing
information about our reportable segments. The financial information is reported on the same basis as is used
internally by senior management for evaluating operating segment performance and for deciding how to allocate
resources to operating segments. Such information is produced using different measures to those used in preparing

the income statement.

For internal reporting and risk management purposes, MBL Group is divided into five operating groups and two
divisions, as set forth below.

Operating groups:
e Macquarie Capital
e Fixed Income, Currencies & Commodities (formerly Treasury & Commodities)
e  Macquarie Securities
e Banking & Financial Services
e Macquarie Funds
Divisions:
e Corporate & Asset Finance
e Real Estate Banking
In addition, a separate Corporate segment includes Group Treasury, head office and central support functions.
The Corporate segment includes unallocated head office costs, employment related costs, earnings on capital, non-
trading derivative volatility, income tax expense and expenses attributable to non-controlling interests. The
Corporate segment also includes the impact of changes in credit spread on fixed rate issued debt that are classified as
fair value through the profit or loss statement.
MBL operating group restructures
There were no restructures of operating groups in the period between March 31, 2009 and March 31, 2010.
Treasury and Commodities was renamed Fixed Income, Currencies & Commodities during the year to more
accurately reflect the services provided by the operating group since the relocation of Group Treasury to Corporate
in October 2007. See “—Financial Information Presentation” above for further information on restructures that
have occurred in prior periods.
Internal transactions
Any transactions or transfers between segments have been determined on what MBL believes is an arm’s-length

basis and are included within the relevant categories of income.  These transactions eliminate on
aggregation/consolidation. Below is a selection of the key policies applied to internal transactions.
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Internal funding arrangements

Group Treasury has the responsibility for maintaining the funding for MBL Group, and operating groups obtain
their funding from Group Treasury. The interest rates charged by Group Treasury are determined by the types of
assets being funded and the term of the funding, and are fully costed.

Operating groups may only source funding directly from external sources generally when there is recourse only
to the assets being funded and not to MBL Group.

Transactions between operating groups

Operating groups that enter into arrangements with other operating groups must do so on commercial terms.
There is a requirement for accounting symmetry in such transactions, and a profit in one operating group must be
offset with an equal and opposite loss in the other operating group.

Service area recoveries

Service areas recover their costs to operating groups on either a time and effort allocation basis or a fee for
service basis. Where appropriate, recoveries include a relevant profit mark up, for example charges for services that
cross tax jurisdictions.

Internal management revenue/(charges)

Internal management revenue/(charges) are primarily used to recognize an operating group’s contribution to
income tax expenses and benefits. Non-assessable income generated by an operating group results in a benefit
added to in that operating group’s operating result. Conversely a non-deductible expense results in a charge to the
operating result. These management charges are offset by an equal and opposite amount recognized in the
Corporate segment such that on aggregation the total nets to nil.

Presentation of segment income statements
The income statements in the following pages for each of the reported segments are in some cases summarized

by grouping non-material balances together. Where appropriate, all material or key balances have been reported
separately to provide users with the most relevant information.
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Macquarie Funds

Net interest income
Fee and commission income
Base fees ............
Performance fees
Other fee and COMMISSION INCOME ........evveerierierieeieriieiireere e
Total fee and commission income.
Net trading iNCOME/(EXPENSE) ......oeevieeiiiieteeeeeeee et
Share of net profits of associates and joint ventures accounted for
using the equity method .............ccccoeveenenene
Impairment charge on equity investments
Specific provisions and collective allowance for credit losses ..........c..c..c.....
(01115 g 101670 ) 14 USSP
Total other operatingincomeand Charges..........ccocveeveieieveeieveeieieiens
Internal management revenue/(Charges)’..........ooeweeeeeeeeeeeeeeeeeeeeeeeeenn
Total Operating iNCOME ........cc.ooiiiuieieeieeie ettt ettt
Operating expenses
EMPlOymMent €XPENSES......ccveruieieeieieeienieeieseesteeeenseesesteessesssessesssesseessenses
Brokerage and cOmMmiSSiON EXPENSES........eeuveruerreeruereerrerverseneenseseessesuenes
Other OPerating EXPENSES ....c..eeuveruieruerrerieeierieeniestenteetesieessesseessesseesseesesnes
Total Operating EXPENSES..........cveivieeeeeeeie ettt ettt eeere s eereere e
Non-controlling interests’
Net profit/(loss) contribution
Other metrics
Assets under Management® (A$ billion)
HEAACOUNT® ..o

greater than 300%.

Year ended
Mar 10 Mar 09 Movement*
A$m A$m %
36 84 (57)
234 142 65
10 14 29)
100 119 (16)
344 275 25
4 (20) 120
7 (1) large
(7 (5) 40
(2 C) (78)
21 16 31
12 2 large
4 4 -
407 344 18
(116) 87) 33
(69) 67) 3
(140) 97) 44
(324) (251) 29
1 _ _
84 93 (10)
209.9 49.7 large
1,074 560 92

See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

“nm” indicates that the percentage change was less than 0.5% and therefore not meaningful and “large” indicates that actual movement was

The non-controlling interests category adjusts reported consolidated profit or loss for the share that is attributable to non-controlling
interests, such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity holders.

The CMT, excluded from Assets under Management reported above, is a Banking & Financial Services product that is managed by
Macquarie Funds. The CMT closed at A$10 billion at March 31,2010 (March, 31 2009: A$14.7 billion).

The acquisition and consolidation of fund managers in the United States during 2009, as well as the internal transfer of a European

distribution business from Macquarie Securities, contributed 521 staff members to the headcount increase in the year ended March 31,

2010.

Macquarie Funds Group’s net profit contribution of A$84 million for the year ended March 31, 2010 decreased
10% from A$93 million in the prior fiscal year largely as a result of increased employment expense and other
operating expenses. The result includes the contribution from Delaware Investments of A$20 million in net profit
since its acquisition in January 2010 (including all transaction costs). Excluding the impact of this acquisition, the
result for the year ended March 31, 2010 decreased 31% on the prior fiscal year, primarily due to a decrease in net
interest (excluding Delaware) for the year ended March 31, 2010 from A$84 million in the prior fiscal year. The
result was mainly driven by increases in the value of seed investments that are carried at fair value and activities

relating to the hedging of capital protected products.

Net interest income

Net interest income of A$36 million for the year ended March 31, 2010 decreased 57% from A$84 million in
the prior fiscal year driven by a net reduction in retail loans provided which fell due to redemptions in Macquarie
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Funds Group’s structured investment offerings and increased borrowings as a result of the acquisition of Delaware
Investments.

Fee and commission income
Base fees

Base fee income of A$234 million for the year ended March 31, 2010 increased 65% from A$142 million in the
prior fiscal year. Increases in base fees arose largely as a result of the growth in Assets under Management

particularly due to the acquisition of Delaware Investments which contributed A$90 million in the year ended
March 31, 2010.

Total Assets under Management of A$209.9 billion at March 31, 2010 increased significantly from
A$49.7 billion at March 31, 2009. The acquisition of Delaware Investments contributed A$151.1 billion at
March 31, 2010 to the total A$160.2 billion net increase in Assets under Management over the year. Excluding the
impact of this, Assets under Management increased A$9.1 billion to A$58.8 billion at March 31, 2010 due to new
equity and fixed income mandates and the impact of rising equity markets since March 31, 2009. See “Macquarie
Bank Limited—Funds management business — Assets under Management” for a breakdown of Macquarie Funds
Group’s Assets under Management by asset class.

Performance fees

Performance fee income of A$10 million for the year ended March 31, 2010 decreased 29% from A$14 million
in the prior fiscal year due to lower performance fees from emerging markets strategies and funds of private equity
funds products.

Other fee and commission income

Other fee and commission income includes structuring fees, capital protection fees, wholesale threshold
management fees, income from True Index products and internal fees received for managing and administering
investment products on behalf of Banking & Financial Services. Macquarie True Index delivers clients pre-tax
index returns (before buy/sell spreads on transactions). Any under-performance is compensated by MBL Group and
conversely, any out-performance is retained by MBL Group.

Other fee and commission income of A$100 million for the year ended March 31, 2010 decreased 16% from
A$119 million in the prior fiscal year mainly due to one-off advisory fees earned in the prior period in the
Investment Solutions and Sales division that were not repeated in the year ended March 31, 2010.

Net trading income/(expense)

Net trading income of A$4 million for the year ended March 31, 2010 increased from a loss of A$20 million in
the prior fiscal year. The result was mainly driven by increases in the value of seed investments that are carried at
fair value and activities relating to the hedging of capital protected products.

Other income

Other income of A$21 million for the year ended March 31, 2010 increased 31% from A$16 million in the prior
fiscal year and comprised proceeds from the sale of assets held on the balance sheet and distributions from
Macquarie Funds’ seed investments, which were minimal in the prior fiscal year.

Operating expenses

Total operating expenses of A$324 million for the year ended March 31, 2010 increased 29% from

A$251 million in the prior fiscal year largely due to the acquisition of Delaware Investments, including integration
costs and increased headcount of 521 staff.
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Banking & Financial Services

NEL INTErESE INCOME......ooieiiieeeeeeeeeee e

Fee and commission income

BaSE f0CS ..ttt
Brokerage and COMMISSIONS .......ccveeveeierreereriienieeienieeieeseesesenesseesesseensensns
Other fee and cOMMISSION INCOIMIE ........ecevvereerreeeeirreeeeireeeeetreeeereeeeereeeenanees
Income from life insurance business and other unit holder businesses.........
Total feeand COMMISSION INCOME............ccveieeieeeeeeeeee e
Net trading iNCOME/(EXPENSE) ......c.eeveerierieiieiieieete ettt

Shar e of net profits of associates and joint ventures accounted for

using the equity MEthod ...........ccocviieieiiieieeceeeceee e

Other operating income and charges

Net gains on sale of equity INVESTMENTS......ccceeverercierieieiieieeeeieeeeesie e
Impairment charge on equity INVESTMENTS ........ccceeeeuieiieerererereeeeeeeenees
Impairment charge on non-financial aSSets..........cccevvvererieriierieneeriereeieneen

Gain on acquiring, disposing and change in ownership interest in

subsidiaries and businesses held-for-sale...........ccoeceviicieniecieniecieseennn,
Specific provisions and collective allowance for credit losses......................

Other income

Total other operatingincomeand charges...........ccccecvevvieeneneeeseeeenne.
Internal management revenue/(Charges)’............oveveeveeeeeeeeeeeeeseeeeeenan
Total Operating iNCOMIE ........coviiiieieeieeeeeee ettt

Operating expenses

Employment XPENSES .......c.ceireriirrerieniinienienieieieteteieeieereeieenesaesiessesuenennes
Brokerage and commiSSion EXPENSES .......ccverueerermierreriuerreenieneenieseenseensenenes
Other OPerating EXPENSES. .....evveeurerreereerrerrrerieetenseesreseenseseesseessessesssessesssesses
Total Operating EXPENSES......c.vcveveieeieeeeieiete ettt ere e v
NON-CONTOING INTEIESES” ......voveveveee e
Net profit/(10SS) CONtIDULION .......c.ocvevieiiciieieeeeceeecee e

Other metrics

Assets under Management* (A$ billion)...............cocovveevrveeeereresresrernenn.
HEAACOUNL ...ttt eeene

! “large” indicates that actual movement was greater than 300%.

Year ended'
Mar 10 Mar 09 Movement*
A$m A$m %
551 431 28
199 229 (13)
224 198 13
264 241 10
40 30 33
727 698 4
8 (49) (116)
2 (6) (133)
2 2) (200)
(5) (214) (98)
3) 2) 50
4 57 (93)
(45) 95) (53)
5 3 67
(42 (253) (83)
11 (22 (150)
1,257 799 57
(406) (391) 4
(121) (140) (14)
(456) (366) 25
(983) (897) 10
(6) (6) -
268 (104) large
14.3 19.2 (26)
3,261 2,592 26

2 See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

3 The non-controlling interests category adjusts reported consolidated profit or loss for the share that is attributable to non-controlling
interests, such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity holders.

4

The CMT, included in Assets under Management above, is a Banking & Financial Services product that is managed by Macquarie Funds.
The CMT closed at A$10 billion at March 31, 2010 (March 31, 2009: A$14.7 billion).

Banking & Financial Services’ net profit of A$268 million for the year ended March 31, 2010 increased
significantly from a net loss of A$104 million in the prior fiscal year. The result in the prior fiscal year included a
loss of A$307 million relating to the Italian Mortgages portfolio and a gain from the sale of the majority of the
margin lending portfolio of A$41 million. Excluding these items, the result for the year ended March 31, 2010

increased 65% on the prior fiscal year.

Net interest income

Net interest income of A$551 million for the year ended March 31, 2010 increased 28% from A$431 million in
the prior fiscal year predominately due to increased margins and retail deposits. Retail deposits increased 16% to
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A$15.5 billion at March 31, 2010 from A$13.4 billion at March 31, 2009 due to a focus on cash offerings, including
the Cash Management Account.

Banking & Financial Services’ loan book primarily comprises residential mortgages in Australia and North
America, as well as loans to Australian businesses, loans on capital protected products, and credit cards. The total
loan book size decreased 8% to A$26.4 billion at March 31, 2010, from A$28.6 billion at March 31, 2009. The
main driver of the decrease has been a 22% reduction in the size of the Australian mortgage portfolio from
A$18.3 billion at March 31, 2009 to A$14.3 billion at March 31, 2010 as a result of the decision in March 2008 to
wind back the Australian residential origination business. This decision was made due to the existence of increased
funding costs as a result of adverse financial market conditions. Banking & Financial Services resumed the
origination of new mortgages late in calendar year 2009 as a result of a recovery in mortgage funding markets.

Origination volumes and margins on the Canadian mortgage loan portfolio have improved significantly over the
prior fiscal year due to increased market share. Canadian mortgage originations increased 103% during the year
ended March 31, 2010 compared to the prior fiscal year. The business continues to participate in the Canadian
government sponsored Mortgage securitization programme. The Canadian loan portfolio, which includes
mortgages, insurance premium funding and margin loans, closed at A$7.0 billion at March 31, 2010, up 75% from
A$4.0 billion at March 31, 2009.

Fee and commission income
Base fees

Base fee income of A$199 million for the year ended March 31, 2010 decreased 13% from A$229 million in the
prior fiscal year largely as a result of a 26% decrease in Assets under Management to A$14.3 billion at March 31,
2010 from A$19.2 billion at March 31, 2009. The decrease was predominately in the CMT, which closed at
A$10.0 billion at March 31, 2010, down 32% from A$14.7 billion at March 31, 2009. This was partially offset by a
17% increase in Macquarie Pastoral Fund to A$509 million at March 31, 2010, from A$434 million at March 31,
2009.

In April 2010, CMT unitholders accepted a proposal to convert CMT accounts to the CMA. See “— Macquarie
Bank Limited — Overview — Recent Developments” for further information.

Brokerage and commissions

Brokerage and commission income of A$224 million for the year ended March 31, 2010 increased 13% from
A$198 million in the prior fiscal year as a result of improved equity market conditions and growth in the number of
advisors to 595 at March 31, 2010 from 430 at March 31, 2009. The increase in adviser numbers was due to organic
growth in Australia and Asia, as well as the acquisition of Blackmont Capital (rebranded “Macquarie Private Wealth
Canada”) in December 2009.

Other fee and commission income

Other fee and commission income of A$264 million for the year ended March 31, 2010 increased 10% from
A$241 million in the prior fiscal year.

The main contributor to this income category is platform and other administration fee income, which remained
broadly in line with the prior fiscal year. Banking & Financial Services’ Wrap platforms operate in Australia and
more recently, the United Kingdom (established April 2009). Funds under administration on the Australian Wrap
platform closed at A$22.5 billion at March 31, 2010, up from A$17.5 billion at March 31, 2009 due to positive
inflows and market movements. Net inflows were A$3.1 billion and market movements were A$1.9 billion positive
during the year ended March 31, 2010, compared to net inflows of A$3.0 billion and negative market movements of
A$8.0 billion in the prior fiscal year. While closing Wrap funds under administration at March 31, 2010 increased
29% on the prior fiscal year, average Funds under administration during the year ended March 31, 2010 only
increased 3% on the prior fiscal year due to market volatility.
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The increase in other fee and commission income was also due to the acquisition of Blackmont Capital, which
contributed A$4 million of income to this category.

Other contributors to this income category were loan termination fees, driven by the Australian mortgage and
capital protected loan portfolios decreasing, as well as advisory fees earned from six property acquisitions by the
Macquarie Pastoral Fund.

Income from life insurance business and other unit holder businesses

Income from life insurance business and other unit holder business of A$40 million increased 33% from
A$30 million in the prior fiscal year, primarily due to growth in the insurance inforce book, which grew to
A$59 million at March 31, 2010 from A$29 million at March 31, 2009. The inforce book is the aggregate
annualized life insurance premium payable for polices issued by the life company, and still paying premiums, at the
balance date.

Net trading income/(expense)

Net trading income was a profit of A$8 million for the year ended March 31, 2010, compared to a loss of
A$49 million in the prior fiscal year. The prior fiscal year included losses of A$20 million on the sale of Macquarie
Private Wealth’s holding in BrisConnections.

Impairment charge on equity investments and disposal groups held-for-sale

Impairment charges on equity investments and disposal groups held-for-sale of A$5 million for the year ended
March 31, 2010 decreased 98% from A$214 million in the prior fiscal year. Impairment charges in the prior fiscal
year mainly related to the Italian Mortgages portfolio.

Gain on acquiring, disposing and change in ownership interest in subsidiaries and businesses held-for-sale

The gain on acquiring, disposing and change in ownership interest in subsidiaries and businesses held-for-sale
was A$4 million for the year ended March 31, 2010. The A$57 million income in the prior fiscal year included
a gain on the sale of the majority of the margin lending portfolio in January 2009.

Specific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of A$45 million for the year ended March 31,
2010 decreased 53% from A$95 million in the prior fiscal year. The prior fiscal year included significant provisions
on the Italian Mortgages portfolio and Investment Lending portfolio. Provision charges in the year ended March 31,
2010 were lower compared to the prior fiscal year as a result of improved economic conditions, particularly in North
America.

Operating expenses

Total operating expenses of A$983 million for the year ended March 31, 2010 increased 10% from
A$897 million in the prior fiscal year. The increase was mainly in other operating expenses, which were up 25%
on the prior fiscal year to A$456 million for the year ended March 31, 2010 due primarily to significant integration
and acquisition costs relating to the Blackmont Capital acquisition which occurred on December 31, 2009. The
acquisition resulted in an additional 410 staff in Banking & Financial Services. Expenses associated with deposit
generating activities also contributed to the increase in other operating expenses. Brokerage and commission
expense for the year ended March 31, 2010 decreased 14% compared to the prior fiscal year, which included
commissions related to the Italian Mortgages portfolio and the margin lending portfolio prior to their sales.
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Real Estate Banking

Year ended
Mar 10 Mar 09 M ovement®
A$m A$m %

Net interest iNCOME/(EXPENSE) ........coveirieeiieeiieeeie ettt (21) 2 large
Fee and commission income
BaSE fEES ... cueeuieiieiiecctcc et 30 26 15
Performance fEES .......cuecviriiiiiiieieciee ettt 35 2 large
Mergers and acquisitions, advisory and underwriting ..........cccceeceeveevuerevennennn - 11 (100)
Other fee and cCOMMISSION INCOME .......uvvvvieeeiierriieeeeeeirieeeeeeeirreeeeeeeearreeeeeas 4 11 (64)
Total fee and COMMISSION INCOME........c.ccoovueuiinnieiiiieceee e 69 50 38
Net trading iNCOME/(EXPENSE) .....c.vevieeeereeeeeeeeeeee ettt - (8 (100)
Shar e of net profits of associates and joint ventures accounted for

using the equity Method ............coooiiieiie e (22 6 large
Other operating income and charges
Net gains/(losses) on sale of equity invVesStMents ...........ccccevveecvereeceerieneennenne (32) 13 large
Impairment charge on equity iNVESTMENLS .........ccceerverereerereereeieieeeceeeeeene 92) (142) 35)
Impairment charge on non-financial assets...........cceceeveeririeninieneeieseeeee (19) (40) (53)
Specific provisions and collective allowance for credit losses..........ccccueu..... 24) (170) (86)
(015157 14 170} o 1 SRR 57 45 27
Total other operatingincomeand Charges..........ccoeveeveeveevevieiececieieieens (110) (294) (63)
Internal management revenue/(Charges)’..........o.oovvveeveevevveseeeveeeeesese (19 (14) -
Total Operating iNCOME ........cc.ociiirieieeieeie ettt (98) (262) (63)
Operating expenses
EMPlOyment €XPENSES .....cc.veruirieriieieriienieeienie ettt st sttt (19) (€2))] 39)
Other OPerating EXPENSES. ....cveeverreeiererreereseerseeeessesseessesssesseessesssessesseesseenes (34) (62) (45)
Total Operating EXPENSES. ......c.ccveivieviieeiereetetetetetet ettt s e ensesnens (53) (93) (43)
Net profit/(10SS) CONtribULION .......cccveeviiiiiieiceeeceeeee e (151) (355) (57)
Other metrics
Assets under Management (A$ billion) ..........cceevevivieiiiineneneieieeeeeeee s 5.0 8.2 (39)
HeadCount..........c.oiiiiiiiii 105 136 (23)

! “large” indicates that actual movement was greater than 300%.

2 See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Real Estate Banking’s net loss of A$151 million for the year ended March 31, 2010 decreased by 57% from a
net loss of A$355 million in the prior fiscal year driven by a 51% decrease in impairment charges on equity
investments to A$71 million in the year ended March 31, 2010 from A$146 million in the prior fiscal year and an
86% reduction in specific provisions and collective allowance for credit losses to A$24 million in the year ended
March 31, 2010 from A$170 million in the prior fiscal year. Although the year remained challenging for Real Estate
Banking, an asset disposal by Macquarie Central Office CR-REIT resulted in significant base and performance fees
for Real Estate Banking during the six months ended September 30, 2009. On March 1, 2010 as part of a combined
transaction with Macquarie Capital involving the sale of Australian listed REIT platforms to Charter Hall Group,
Real Estate Banking sold the majority of its holdings in Macquarie Countrywide Trust, Macquarie Office Trust and
Macquarie Direct Property Fund. The full impact of the Charter Hall Group transaction on Real Estate Banking was
a loss of A$39 million, comprising a loss on sale of equity investments of A$35 million and an impairment on non-
financial assets of A$4 million.

Net interest income/(expense)
Net interest expense of A$21 million for the year ended March 31, 2010 increased significantly from

A$2 million in the prior fiscal year due to the prior fiscal year including one-off revenue of A$30 million relating to
interest accrual adjustments.
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Fee and commission income
Base fees

Base fee income of A$30 million for the year ended March 31, 2010 increased 15% from A$26 million in the
prior fiscal year primarily due to A$16 million received from Macquarie Central Office CR-REIT on the sale of the
Kukdong building as base fees are calculated on income of the REIT. This was partially offset by a decrease in base
fees attributable to lower Assets under Management. Assets under Management of A$5.0 billion at March 31, 2010
decreased 66% from A$14.8 billion at March 31, 2009 due to the Charter Hall Group transaction noted above, the
strengthening Australian dollar, resulting in lower offshore asset values as well as write-downs and disposals by
some funds.

Performance fees

Performance fee income of A$35 million for the year ended March 31, 2010 increased significantly from
A$2 million in the prior fiscal year, primarily due to a one-off performance fee of A$34 million in relation to the
disposal of Macquarie Central Office CR-REIT’s Kukdong building in South Korea.

Mergers and acquisitions, advisory and underwriting

There were no mergers and acquisitions, advisory and underwriting fees earned during the year ended
March 31, 2010. Fees of A$11 million in the prior period mainly related to advisory fees earned from the sale of an
investment in Macquarie Prime REIT and its manager.

Share of net profits of associates and joint ventures accounted for using the equity method

Equity accounted losses of A$22 million were recognized for the year ended March 31, 2010 compared to an
equity accounted gain of A$6 million in the prior fiscal year. The result was driven by losses in Real Estate
Banking’s associates, including investments in Medallist and J-REP (a listed fund manager on the Tokyo Stock
Exchange), partially offset by profits from MGPA (a real estate investment advisory company). The gain in the
prior fiscal year was driven by higher equity accounted profits in MGPA.

Other operating income and charges
Net gaing/(losses) on sales of equity investments

The net loss on sale of equity investments of A$32 million for the year ended March 31, 2010 compares to a
A$13 million gain in the prior fiscal year. A loss of A$35 million was incurred as part of the Charter Hall Group
transaction noted above. A gain of A$8 million was recognized as a result of the sale of the managers of Macquarie
Office Trust and Macquarie Countrywide Trust to Macquarie Capital. In addition, the sale of an investment in MW
Cell Manager LLC in the United States generated a loss of A$6 million, partially offset by a small gain on the
disposal of Macquarie Leisure Trust units.

Impairment charge on equity investments

The impairment charge on equity investments of A$92 million for the year ended March 31, 2010 decreased
35% from A$142 million in the prior fiscal year. Write-downs for the year ended March 31, 2010 included
A$33 million on offshore investments, A$21 million on Australian investments, A$7 million on Structured Finance
investments and A$31 million on listed REITs.

The impairment charge of A$142 million in the prior fiscal year included a charge of A$101 million on offshore
listed investments, A$26 million on Australian listed and unlisted REIT investments, A$12 million on Structured
Finance investments and A$3 million of direct property write-downs.

118
SY142620v.15



Impairment charge on non-financial assets

The impairment charge on non-financial assets of A$19 million for the year ended March 31, 2010 was
recognized on consolidation of a joint venture in Queensland that Real Estate Banking took control of during the six
months ended September 30, 2009, write-downs on foreclosed assets and the write-off of management rights on the
US Macquarie Office Trust portfolio as part of the Charter Hall Group transaction noted above. An impairment
charge of A$40 million was recognized in the prior fiscal year that related to REIT investments, direct property and
inventory.

Secific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of A$24 million for the year ended March 31,
2010 decreased 86% from A$170 million in the prior fiscal year. Provisions during the year were primarily
attributable to loans made to developers with United States residential market exposure.

Other income

Other income of A$57 million for the year ended March 31, 2010 increased 27% from A$45 million in the prior
fiscal year. The year included higher property development income and A$10 million from a legal settlement with a
property developer in Australia, partially offset by lower distribution revenue.

Operating expenses

Total operating expenses of A$53 million for the year ended March 31, 2010 decreased 43% from A$93 million

in the prior fiscal year. The decrease was in line with the 23% reduction in headcount, as the business focused on
extracting value from its current investments.
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Corporate & Asset Finance

Year ended
Mar 10 Mar 09 Movement*
A$m A$m %

NEt INTErESE INCOMIB......iciieeiiieiieeceeeeee ettt nees 364 134 172
Fee and COmMMISSION INCOME..........civieiiieieieieeee e 2) 12 (117)
Net tradiNng iNCOME........c.ocooivieiieiicieeeeceeeee e 39 27) (244)
Shar e of net profits of associates and

joint ventures accounted for using the equity method.......................... 1 @) (200)
Other operating income and charges
Impairment charge on non-financial assets..........ccceevvevvircienierieneereseerie e - 3) (100)
Net operating 1€ase INCOMIC........evveruirieririeneriereete ettt 68 47 45
Specific provisions and collective allowance

FOT CTE@AIL JOSSES ..vvveeiieeiiieiie ettt ettt et ebe e b e eree e (92) 31 197
OtREr INCOME ...ttt et e et e e eave e e aaeeeearaeeens 38 1 large
Other operatingincome and charges 14 14 0
Internal management revenue/(Charges)’..........ooeveeeeeeeeeeeeeeeeeeeeeeeenn 25 9 178
Total Operating iNCOME ........cc.ociiivieieeieeie ettt 441 141 213
Operating expenses
EMPlOyment €XPENSES .....c..eeviruieieriirieniieiietenieeitesteete sttt (86) (28) 207
Other OPerating EXPENSES. ... .ecverierrerrererreerteeeerseesesseesesseessessessesseessesseessenes (94) (28) 236
Total OPErating EXPENSES.......c.ooveuirieeirieeirieeieteieteietet ettt teseeeeseseeesens (180) (56) 221
NON-CONrOLING INEIESES’ ... eeeee 2) ) 100
Net profit/(loss) contribution 259 84 208
Other metrics
HeadcoUnt.........oooiiiii e 656 479 37

! “large” indicates that actual movement was greater than 300%.

2 See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

3 The non-controlling interests category adjusts reported consolidated profit or loss for the share that is attributable to non-controlling

interests, such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity holder.

Corporate & Asset Finance’s net profit contribution of A$259 million for the year ended March 31, 2010
increased 208% from A$84 million in the prior fiscal year predominately due to increased net interest income,
partially offset by higher operating expenses.

The transfer of some businesses that operated in the Non-Banking Group to the Banking Group during the year
also impacted the overall result.

Net interest income

Net interest income of A$364 million for the year ended March 31, 2010 increased 172% from A$134 million
in the prior fiscal year. The increase was driven by an 87% increase in the loan and finance lease portfolios to
A$12.9 billion at March 31, 2010 from A$6.9 billion at March 31, 2009 mainly due to increased corporate lending
and the acquisition of the Ford Credit portfolio. In addition, there was an increase in lending margins due to a
change in product mix from lower margin leases to higher margin corporate lending during the year.

Net trading income
Net trading income of A$39 million for the year ended March 31, 2010 compares to a loss of A$27 million in

the prior fiscal year. The income was due to mark-to-market and trading profit on options and equity securities from
a single issuer, particularly in the six months ended September 30, 2009.
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Other operating income and charges
Net operating lease income

Net operating lease income (net of depreciation) of A$68 million for the year ended March 31, 2010 increased
45% from A$47 million in the prior fiscal year largely due to the transfer of the A$524 million US leasing portfolio
from the Non-Banking Group to the Banking Group on April 1, 2009.

Soecific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of A$92 million for the year ended March 31,
2010 increased 197% from A$31 million in the prior fiscal year as a result of the growth in the loan and finance
lease portfolios.

Other income

Other income of A$38 million for the year ended March 31, 2010 increased significantly from A$1 million in
the prior fiscal year largely due to improved market conditions resulting in increased sales income from assets that
have come off-lease and inventory largely in the electronics business.

Operating expenses

Total operating expenses of A$180 million for the year ended March 31, 2010 increased 221% from
A$56 million in the prior fiscal year due to the transfer of some businesses that operated in the Non-Banking Group
to the Banking Group during the year. The increase in the loan and lease portfolio size and the higher transaction
and integration costs associated with increased volumes also drove the higher operating expenses.

121
SY1 42620v.15



Fixed Income, Currencies & Commodities

Year ended
Mar 10 Mar 09 M ovement*
AS$m A$m %

Income from trading activities including net inter est income’

COMMOGILIES ..vveereniieeieeiteitesteeie ettt ettt ebeetesteebesseesbeentesseensesseenseensenen 710 650 9

Foreign exchange products ...........cecovieierienienieneniene e 88 180 (51)

Interest rate ProdUCTS........ccuevueeiereeieriieieeeete ettt sae e eree e e 324 125 159
Total income from trading activitiesincluding net interest income......... 1,122 955 17
Fee and cOmMmMIiSSION INCOME..........cceeviiiiiiiieieeece et 57 126 (55)
Shar e of net profits of associates and joint ventures accounted for

using the equity MEethod ............cooviiviiicieeeeeeee e 10 69 (86)
Other operating income and charges
Net gains/(losses) on sale of equity investments 64 10 large
Impairment charge on equity iNVESTMENTS ......cc.ecveeeeeeeienieieereeeee e 3) (120) (98)
Specific provisions and collective allowance for credit losses.............c.e........ (48) (158) (70)
(011115 g 10 T0T0 ) 14 USRS 21 80 (74)
Total operatingincome and Charges...........cocveveeeevieeienieeeeeeeeee e 34 (188) (118)
Internal management revenue/(charges)’..........o.oocoveeveeeeeeeveeeeeeeeeeeee 80 66 21
Total Operating iNCOME ........cceoviiiieiiiecieieeet ettt aens 1,303 1,028 27
EMPlOYMENt EXPENSES ....vevieeiiriieieeiieieeeieie e steeeeesseeeaesteessesreesesseensesseenseesns (155) (142) 9
Brokerage and cOmMmMmIiSSION EXPENSES ......eeuverveerveererueeuerieieseeesseeseesseensesnnenne (172) (86) 100
Other OPerating EXPENSES. ... .ecveererreeeerreererteeriesseessesseesseseesseessesseesessessseseens (240) (247) 3)
Total Operating EXPENSES. .....cc.ecviivievieteereereeteeteete ettt ettt s s esenens (567) (475) 19
Net profit/(10SS) CONEFIBULION ... 736 553 33
Other metrics
HeadeoUnt........cooiiiiiiiiic e 696 509 37

! “large” indicates that actual movement was greater than 300%.

2 The relative contribution of net interest income and trading income to income from trading activities can vary from period to period

depending on the underlying trading strategies undertaken by MBL Group and its clients. As such, to obtain a more complete view of Fixed
Income, Currencies & Commodities’ trading activities, net interest income has been combined with trading income above.

See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Fixed Income, Currencies & Commodities’ net profit contribution of A$736 million for the year ended
March 31, 2010 increased 33% from A$553 million in the prior fiscal year, primarily due to a decrease in
impairment charges and provisions, combined with improved trading conditions.

Income from trading activitiesincluding net interest income
Commodities trading income

Commodities trading income of A$710 million for the year ended March 31, 2010 increased 9% from
A$650 million in the prior fiscal year.

Trading income in the Energy Markets division was up on the prior fiscal year, particularly related to the
consolidation and growth of the Macquarie Energy franchise in the United States gas and power business.
Transaction volumes and trading revenues in the division’s Corona and Macquarie Energy businesses benefitted
from the cold northern hemisphere winter.  During the year the Energy Markets division’s primary
markets experienced generally low volatility together with mixed market liquidity, however more recently,
conditions have shown signs of improvement. The Constellation Energy business was acquired in March 2009 and
contributed a non-recurring gain in the year ended March 31, 2009. The full year trading contribution for the year
ended March 31, 2010 was not material.
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Trading income from the Agricultural Commodities business was broadly in line with the prior fiscal year as
Fixed Income, Currencies & Commodities witnessed a return of confidence in agricultural commodity markets after
the global financial crisis of 2009. The freight markets have also improved from the extreme lows experienced in
the prior fiscal year. The Metals and Energy Capital division was a strong contributor with all major metals prices
recovering, particularly gold.

Foreign exchange products trading income

Trading income on foreign exchange products of A$88 million for the year ended March 31, 2010 decreased
51% from A$180 million in the prior fiscal year. A significant reduction in both volatility and turnover in global
foreign exchange markets during the year impacted results. The strong Australian dollar relative to most major
trading currencies placed additional downward pressure on foreign exchange revenues.

Interest rate products trading income

Trading income on interest rate products of A$324 million for the year ended March 31, 2010 increased 159%
from A$125 million in the prior fiscal year. The Credit Trading division and to a lesser extent Emerging Markets
division made substantial contributions during the year ended March 31, 2010. Credit Trading revenues were driven
by selective expansion into underlying high yield and distressed corporate and debt securities, extension into client
sales and trading, and the rally in credit markets which mirrored equity markets. Emerging Market revenues were
underpinned by increased client activity, continued broadening of the products and services and its geographical
expansion into the United States and Europe. Improving Australian debt market conditions supported increased debt
market activity and provided opportunities for the Debt Markets Division.

Fee and commission income

Fee and commission income of A$57 million for the year ended March 31, 2010 decreased 55% from
A$126 million in the prior fiscal year. The Futures division contribution experienced similar levels of activity as the
prior fiscal year however the decrease was largely driven by service fees in relation to the Credit Trading and
Emerging Markets businesses between the Banking Group and the Non-Banking Group.

Other operating income and char ges

Net gaing/(losses) on sale of equity investments

Net gains on sale of equity investments of A$64 million for the year ended March 31, 2010 increased
significantly from A$10 million in the prior fiscal year due to increased volumes.

Impairment charge on equity investments

Minimal impairment charges on equity investments of A$3 million were recognized for the year ended
March 31, 2010. The A$120 million impairment charge in the prior fiscal year mainly related to listed equity
investments in the resources sector.

Secific provisions and collective allowance for credit losses

Net loan charges of A$48 million for the year ended March 31, 2010 decreased 70% from A$158 million in the
prior fiscal year principally due to improved market conditions. There were A$50 million in net specific provisions
raised in relation to loans in the energy capital and agricultural commodities sectors, combined with a decrease in
the collective allowance for credit losses of A$2 million.

Other income

Other income of A$21 million for the year ended March 31, 2010 decreased 74% from A$80 million in the
prior fiscal year. Income in the prior fiscal year included A$52 million from other asset sales reflecting the gain on
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sale of a number of resources related net profit interests (a right to a share of the production or the proceeds from
production derived from petroleum and natural gas rights without the obligation to pay any of the costs of
exploration and development) in the Metals & Energy Capital Division. Net profit interest sales in the year ended
March 31, 2010 were negligible.

Operating expenses

Total operating expenses of A$567 million for the year ended March 31, 2010 increased 19% from
A$475 million in the prior fiscal year. Employment expenses of A$155 million for the year ended March 31, 2010
increased 9% from A$142 million in the prior fiscal year. Headcount growth of 37% from 509 at March 31, 2009 to
696 at March 31, 2010 has occurred largely in the United States and the United Kingdom as a result of acquisitions
conducted in those areas. Notwithstanding the increased headcount, employment expenses benefited from the
strengthening of the Australian dollar in the year ended March 31, 2010.

Brokerage and commission expenses of A$172 million for the year ended March 31, 2010 increased 100% from
A$86 million in the prior fiscal year. This increase was primarily a result of the growth in volumes over the year for
the Credit Trading and Emerging Markets businesses.

Other operating expenses of A$240 million for the year ended March 31, 2010 decreased 3% from
A$247 million in the prior fiscal year. Other operating expenses primarily relates to internal charges for services
provided by the central support functions.
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Macquarie Securities (excluding the Cash division, which forms part of the Non-Banking Group)

Year ended
Mar 10 Mar 09 M ovement
A$m A$m %

Income from trading activities including net interest income' ................. 451 382 18
Fee and commission iNCOME/(EXPENSE).........cveeieririeerieeriereeieieee e (62) (20) 210
Other INCOME.......c.eiiiieeieeee ettt - - -
Internal management revenue/(Charges)’.........oeweeeeeeeeeeeeereereeeeeeesese 21 106 (80)
Total Operating iNCOMIE ......c.oouiiiiieiieeeee ettt 410 468 (12)
Operating expenses
EMPIlOYMENt EXPENSES ...uveevrenrieeieiieieeiienieeiestesveteeaesseeaeseeesaesseesesseensessnenns (23) 27) (15)
Brokerage and cOmmiSSion EXPENSES .......ccuereerrerierieeriereenieereenieeneeseensesnnenee (166) (206) (19)
Other OPerating EXPENSES. ... .ecveeeerreererreererreeieseessesseesseseesseessesseesessessseseens (105) (157) (33)
Total Operating EXPENSES.......c.ccveivievireeietecietete ettt ss st be e ensenens (294) (390) (25)
Net profit/(10SS) CONtribULION .........covieeiiiiiieecicececeeeeee e 116 78 49
Other metrics
HeEadCoUNL . .......ooiiiiiiiiiinnce et 97 113 (14)

The relative contribution of net interest income and trading income to income from trading activities can vary from period to period
depending on the underlying trading strategies undertaken by MBL Group and its clients. As such, to obtain a more complete view of
Macquarie Securities’ trading activities, net interest income has been combined with trading income above.

See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Macquarie Securities’ net profit contribution of A$116 million for the year ended March 31, 2010 increased
49% from A$78 million in the prior fiscal year primarily due to improved conditions in a number of markets,
especially in the first half of the year, and lower average headcount.

Net trading income (including net interest income)

Net trading income (including net interest income) of A$451 million for the year ended March 31, 2010
increased 18% from A$382 million in the prior fiscal year. Derivatives revenues were up on the prior fiscal year
due to improved trading conditions, primarily in Asia. Arbitrage Trading activities have continued to contribute
strongly to trading profits as a result of favorable markets in exchange traded instruments, particularly in Taiwan,
India and South Korea. Structured Equity Finance revenues were down significantly on the prior fiscal year as a
result of lower volumes. The prior fiscal year included a provision for losses on BrisConnections of A$35 million.

Fee and commission income/(expense)

Total fee and commission expense of A$62 million for the year ended March 31, 2010 increased 210% from an
expense of A$20 million in the prior fiscal year. This category mainly consists of internal transfer pricing charges
paid as compensation for services provided to MBL by non-bank service entities.

Operating expenses

Total operating expenses of A$294 million for the year ended March 31, 2010 decreased 25% from
A$390 million in the prior fiscal year, benefitting from a stronger Australian dollar and a reduction in average

headcount for the year ended March 31, 2010.

Employment expenses of A$23 million for the year ended March 31, 2010 decreased 15% from A$27 million in
the prior fiscal year in line with a 14% decrease in overall headcount.
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Brokerage and commission expenses of A$166 million for the year ended March 31, 2010 decreased 19% from
A$206 million in the prior fiscal year. The decrease in brokerage and commission expenses was driven mainly by a
reduction in derivatives and arbitrage trading volumes, particularly in Asia.

Other operating expenses of A$105 million for the year ended March 31, 2010 decreased 33% from
A$157 million in the prior fiscal year. The decrease was predominantly driven by lower average headcount and
expense rationalization.
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Macquarie Capital

Year ended
Mar 10 Mar 09 M ovement
A$m A$m %

Net interest iNCOME/(EXPENSE) ........coveirieeiieeiieeeie ettt 9 (38) (76)
Fee and COMMISSION INCOME...........oceeuiiuieiieeiiieeecte ettt 4 88 (95)
Total net trading iINCOME/(EXPENSE) .......coveuirieireeieieieieeeeee et - (11) (100)
Shareon net profits of associates and joint ventures accounted for

using the equity Method ...........cccooiiireieeee e 12 31 (61)
Other operatingincome and Charges............coceeveevevieriereesiesieieseeeeenes (67) (12 large
Internal management revenue/(Charges)™..........covovoeeeeeeeeeeeeceeeeeeeeeeen 11 147 (93)
Total Operating iNCOME ........ccecviiiiiiiecteeecet et nes (49) 205 (124)
Total OPerating EXPENSES. ......c.ccviiveerererierestetete ettt ssesessessessens - (72) (100)
Net profit/(10SS) CONtribULIoN ..........c.ccciiiiiiiiiicicccccrccccee (49) 133 (137)
! See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

Macquarie Capital’s net loss contribution of A$49 million for the year ended March 31, 2010 compares with net
gain of A$133 million in the prior fiscal year due to a number of factors discussed in detail below. All remaining
Banking Group staff were transferred to the Non-Banking Group during the year. Income generated by Macquarie
Capital in the Banking Group is driven by legacy assets that were not transferred as part of the Restructure.

Net interest income/(expense)

Net interest expense of A$9 million for the year ended March 31, 2010 decreased 76% from A$38 million in the
prior fiscal year. This reduction mainly reflects interest expense on borrowings for principal investments which
decreased in line with lower interest rates during the year ended March 31, 2010 compared to the prior fiscal year.

Fee and commission income

Total fee and commission income of A$4 million for the year ended March 31, 2010 decreased significantly
from A$88 million in the prior fiscal year due to structured finance fee income in the prior fiscal year that was not
repeated.

Shar e of net profits of associates and joint ventures accounted for using the equity method

Net equity accounted income of A$12 million for the year ended March 31, 2010 decreased 61% from a
A$31 million net profit in the prior fiscal year driven by a deterioration of the underlying results of investments
due to the significant market disruption experienced over the past year.

Other operating income and charges

Other operating income and charges of A$67 million expense increased significantly from A$12 million in the
prior fiscal year primarily related to the writedowns of asset-backed securities held as available-for-sale.

Operating expenses

The reduction in operating expenses from A$72 million in the prior fiscal year to nil for the year ended March,
31 2010 was driven by nil headcount for the year ended March 31, 2010.
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Corporate

Year ended
Mar 10 Mar 09 M ovement*
A$m A$m %

NEt INTErESE INCOMIB......iciieeiiieiieeceeeeee ettt nees 354 347 2
Fee and commission iNCOME/(EXPENSE).......c.ccueeveereereerierereereeeeereeeeereeeneaeas (101) (234) (57)
Net trading iNCOME/(EXPENSE) .....cveviieiieeeieceeee et (337) 332 large
Shar e of net profits of associates and

joint ventures accounted for using the equity method.......................... 3) — —
Other operating income and charges
Net gains on sale of equity INVESTMENTS.........ccvereeveereeierieieeeeieeeeveneeenene 16 — —
Gain on acquiring, disposing and change

in ownership interest in subsidiaries

and businesses held-for-sale ...........cccovcviiiiieiiiiiieicceceeee e 137 202 (32)
Gain on repurchase of debt...........ccceiiieriiiiiiiii e 55 — —
Specific provisions and collective allowance

TOr CIEdit JOSSES .vevvirieiiiitieieeie ettt eee 6 12 (50)
Other INCOME/(EXPEINSE) ...evverrierrerieerrerrerrerieetesseeeesseeseesseessesseensessessesseessesses ®) 17) (53)
Other operatingincomeand Charges..........c.ooeeveevevieeievecriecieeeeeeeeeees 206 197 5
Internal management revenue/(Charges)>..........o.oveeeeeeeeeeeeereeeeeeeeeseese (138) (295) (53)
Total Operating iNCOME ........ccuieuiiiieeieeeeeeeeeteet ettt (19) 347 (105)
Operating expenses
EMPIlOYMENt EXPENSES ...evevvieeieeieieerieieeiieieseesieeseesseeseesseseeessesnsesseessessessseses (283) (121) 134
Brokerage and cOmMmMmIiSSiON EXPENSES .......ccuerreeruerreruerueriienieeeenieseenseseenseenns (10) 24) (58)
Other OPerating EXPENSES. ....ceverueerueruieiiriierieeienttetesieetesieesteetesseestessesaeesieens (196) (65) 202
Total OPErating EXPENSES.......c.ecveuirieiieeeeieieeieteteeeeeeee ettt esese et eeeseseseenens (489) (210) 133
TAX EXPEIISE ..enveenveeveenteetienteettesttete et et e steebt et e bt este s bt eatesbeentessbebeentenbeeneenbeenee (65) 32 large
IMIIPS ettt ettt sttt sttt ettt ettt et et et ennens ®) (45) (82)
IS ettt ettt ettt et et 2D 33) (36)
OF L ettt et erae e 2 3 (33)
Net profit/(10ss) ContribUtion ............ccooovieviiiieiieieeecc e (600) 94 large

! “nm” indicates that the percentage change was less than 0.5% and therefore not meaningful and “large” indicates that actual movement was

greater than 300%.

2 See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

The Corporate segment’s net loss contribution of A$600 million for the year ended March 31, 2010 compared
to a net profit contribution of A$94 million in the prior fiscal year, primarily due to:

e A net trading loss of A$336 million in the year ended March 31, 2010 compared to net trading income of
A$332 million in the prior fiscal year primarily due to negative fair value adjustments on fixed rate issued
debt of A$255 million in the year ended March 31, 2010, compared to positive fair value adjustments of
A$179 million in the prior fiscal year, see “— Critical Accounting Policies and Significant Judgments —
Other financial liabilities at fair value through profit or loss” above for further information; and

e an increase in employment expenses of 134% to A$283 million in the year ended March 31, 2010 from
A$121 million in the prior fiscal year primarily due to an increase in headcount.

Net interest income
Interest income is mainly generated through the investment of MBL’s capital, offset by funding costs not passed

on to businesses through Group Treasury. Net interest income of A$354 million for the year ended March 31, 2010
increased 2% from A$347 million in the prior fiscal year primarily due to an increase in contributed equity during
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the year largely offset by lower interest rates compared to the prior fiscal year generating lower earnings on capital,
combined with the cost of holding excess liquidity.

Fee and commission income/(expense)

Fee and commissions expenses primarily relate to internal transactions with operating groups that net out in
their entirety on consolidation across MBL Group.

Net trading income/(expense)

The primary drivers of net trading income in the Corporate segment were derivative volatility and the impact of
changes in the fair value of fixed rate issued debt. Net trading expense of A$336 million for the year ended
March 31, 2010 decreased from net trading income of A$332 million in the prior fiscal year. This is primarily due
to the fact that during the year ended March 31, 2010, negative fair value adjustments on fixed rate issued debt
amounted to A$255 million, as compared to positive fair value adjustments in the prior fiscal year of A$179 million.
See “— Critical Accounting Policies and Significant Judgments — Other financial liabilities at fair value through
profit or loss” above for further information.

Share of net profits of associates and joint ventures accounted for using the equity method

The Corporate segment holds investments in Macquarie-managed funds to hedge exposures to liabilities under
the Directors’ profit share plan. These investments are accounted for using the equity method whereas the related
Director’s profit share plan liabilities are accounted for on a fair value (mark-to-market) basis. The investment
holdings are not significant and therefore the profit or loss from equity accounting of those investments is not
material. The change from the prior fiscal year reflected the impact of the significant market disruption over the
past year on the underlying results of investments. There was no single investment that was the main contributor to
the change.

Other operating income and charges

Net gains on sale of debt and equity securities

Net gains on sale of debt and equity securities of A$16 million for the year ended March 31, 2010 related to the
sale of debt securities by Group Treasury of A$9 million and the sale of equity securities held to hedge Director’s
profit share plan balances of A$7 million.

Gain on acquiring, disposing and change in ownership interest in subsidiaries and businesses held-for-sale

The gain of A$137 million in the year ended March 31, 2009 largely related to gains from financing the
acquisition of Macquarie Income Preferred Securities (MIPS). Further acquisitions of MIPS were financed during
the year ended March 31, 2010 resulting in a gain of A$127 million.

Gain on repurchase of debt

In the year ended March 31, 2010, MBL Group undertook further buy-backs of a portion of MBL Group’s
outstanding subordinated debt carried at amortized cost at a discount to face value that realized a profit of
A$55 million.

Operating expenses

Employment expenses
Employment expenses in the Corporate segment relate to staff profit share and the impact of mark-to-market

adjustments of Director’s profit share plan liabilities. Employment expenses of A$283 million for the year ended
March 31, 2010 increased 134% from A$121 million in the prior fiscal year. The majority of the increase was due
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to an increase in headcount and a charge for the net mark-to-market increase in Director’s profit share plan liabilities
resulting from share price appreciation of many Macquarie-managed listed funds during the year ended March 31,
2010.

Brokerage and commission expenses

Brokerage and commission expenses in the Corporate segment relates to fees and commissions paid on the
issuance of debt instruments by Group Treasury. Brokerage and commission expenses of A$10 million for the year
ended March 31, 2010 decreased 58% from A$24 million in the prior fiscal year, primarily due to a reduction in the
amount of issuances. The Commonwealth Large Deposit and Wholesale Funding Guarantee Scheme introduced in
October 2008 resulted in higher levels of issuances in the year ended March 31, 2009.

Macquarie Income Preferred Securities (MIPS)

The reduction in the net distributions under the MIPS from A$45 million in the prior fiscal year to A$8 million
in the year ended March 31, 2010 was due to the acquisitions of the MIPS financed in February and June 2009.
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Capital analysis
Overview

As an APRA authorized and regulated Non-Operating Holding Company, MGL is required to hold adequate
regulatory capital to cover the risks for the whole MGL Group, including the Non-Banking Group. MGL and
APRA have agreed a capital adequacy framework for MGL, based on MGL’s Board-approved Economic Capital
Adequacy Model (“ECAM?”) and APRA’s capital standards for ADIs.

MGL’s capital adequacy framework requires it to maintain minimum regulatory capital requirements calculated
as the sum of the dollar value of:

e MBL’s minimum Tier 1 capital requirement, based on a percentage of risk-weighted assets plus Tier 1
deductions (using prevailing APRA ADI Prudential Standards); and

e The Non-Banking Group capital requirement, calculated using MGL’s ECAM.
Transactions internal to MGL Group are eliminated.
Banking Group capital

MBL is accredited by APRA under the Basel II Foundation Internal Ratings Based Approach (FIRB) for credit
risk, the Advanced Measurement Approach (AMA) for operational risk, the internal model approach for market risk
and the internal model approach for interest rate risk in the banking book.

These advanced approaches place a higher reliance on a bank’s internal capital measures and therefore require a
more sophisticated level of risk management and risk measurement practices.

APRA requires ADIs to have a minimum ratio of capital to risk weighted assets of 8% at both Level 1 (ELE
Group) and Level 2 (Consolidated Banking Group), with at least half of this capital in the form of Tier 1 capital. In
addition, APRA imposes ADI specific minimum capital ratios that may be higher than these levels. MBL Group
internal capital policy set by the Board requires capital floors above the minimum regulatory required levels.

Tier 1 capital

MBL Group’s Tier 1 capital consists of ordinary share capital, retained earnings, certain reserves, plus eligible
hybrid capital instruments. Reserves included in Tier 1 capital are the share based payment reserve and foreign
currency translation reserve. The hybrid Tier 1 capital includes MIS and MIPS. MBL periodically pays dividends
to MGL, and is recapitalized by MGL as required to support projected business growth.

MIS are a perpetual instrument with no conversion rights. MIS were listed for trading on the Australian Stock
Exchange (now known as the Australian Securities Exchange) on October 19, 1999 and became redeemable (in
whole or in part) at MBL’s discretion on November 19, 2004. MIS distributions are paid quarterly at a floating rate
of BBSW plus 1.7% per annum and payment is subject to certain conditions including profitability of MBL.

MIPS were issued when the London branch of MBL issued 7,000 reset subordinated convertible debentures,
each with a face value of £50,000, to Macquarie Capital Funding LP, a controlled entity of MBL. The convertible
debentures currently pay a fixed return of 6.177% per annum until April 2020. As at March 31, 2011, Macquarie
Bank had £42.5 million of MIPS on issue which are held by parties not associated with MGL Group.
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Tier 2 capital

MBL Group Upper Tier 2 capital consists of the portion of MIS and MIPS not eligible for inclusion in Tier 1
capital and a portion of equity reserves. MBL Group Lower Tier 2 capital consists of subordinated debt issued to
financial institutions, subject to limits imposed by APRA based on Tier 1 capital. Repayment of this debt is
subordinated to the claims of depositors and other creditors but ranks ahead of equity instruments.

During the year ended March 31, 2011, MBL Group issued A$827 million, repurchased A$41 million, and
redeemed A$234 million of subordinated debt instruments. Remaining movements related to changes in value as a
result of foreign currency fluctuations.

On April 7, 2011, MBL issued US$1 billion (A$1 billion) of subordinated debt under the Rule 144A/Regulation
S Medium Term Note Program.

Pillar 3

The APRA Prudential Standard APS 330 Capital Adequacy: Public Disclosure of Prudential Information
(Pillar 3) details the market disclosure requirements for Australian domiciled banks. APS 330 requires qualitative
and quantitative disclosure of risk management practices and capital adequacy.

These disclosures are required to be published by MBL Group within 40 business days of the reporting date and
are posted on MBL’s U.S. Investors’ Website.
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Banking Group total capital base

MBL Group’s regulatory capital supply and capital ratios as of March 31, 2011 are detailed in the following
tables.

Asat
Mar 11 Mar 10 M ovement'

A$m A$m %
Tier 1 capital
Paid-up ordinary share capital ...........ccceeceeriecienienienieneeieneeenn 7,379 6,595 12
RESEIVES. ...tiiiiiiieiiete ettt ettt ettt et e beeteesaeereesseeseeae e (457) (86) large
Retained €arnings ........cceecveveeriieienieienieieeie e eeesie e 1,142 962 19
Innovative Tier 1 capital...........cccccovveveveeerrerereeeeeeeeeeeceeeesereeee e 455 459 nm
GrossTier 1Capital .....cceveieeieeeeieieeiecieee e ensesees 8,519 7,930 7
Deductions from Tier 1 capital:

GOOAWILL ...ttt 181 193 (6)

Deferred tax aSSELS ...c.vevverieriiiieieeieieeeese et 291 434 (33)

Changes in the ADI’s own creditworthiness on banking book

LADIIIEIES ..o 51 49 4

Intangible component of investments in non-consolidated

subsidiaries and other non-Level 2 entities ............c.ccue..e.. 583 621 6)
Loan and lease origination fees and commissions paid to
mortgage originators and broKers............eccvveeveveenieneenienne 97 132 27

Other Tier 1 capital deductions .............coeveveveveeeveveeererererrnenn. 231 283 (18)
Deductions from Tier 1 capital only.........ccccoooveueveveccrerernne. 1,434 1,712 (16)
Other 50/50 deductions from Tier 1 capital:

Non-subsidiary entities exceeding prescribed limits (50%)..... 347 151 130

Non-consolidated subsidiaries (50%).......ccovveevvrerreeecriereenreens 276 255 8

All other deductions relating to securitization (50%)............... 277 43 large

Shortfall in provisions for credit losses (50%)........ccceveruenuenee. 141 171 (18)

Other 50/50 deductions from Tier 1 capital (50%) .................. 112 134 (16)
Total 50/50 deductions from Tier 1 capital.............ccccoouvnn.... 1,153 754 53
Total Tier 1 capital dedUCtioNS..........ccooeveeeeeeeeeeeeeeeeeeeeeen. 2,587 2,466 5
Nt Tier 1 Capital ......c.ooooveeeeeeeeeeeeeee e 5,932 5,464 9
Tier 2 capital
Upper Tier 2 capital:

Other Upper Tier 2 capital ........ccevveeeevieeieiieiesieeieieeeeieenen 212 168 26
Lower Tier 2 capital:

Term subordinated debt ............ccceeieveieereiniernieieieeeeieans 1,871 1,404 33
GrossTier 2. Capital .........cooeveeveieeieeeeeeeeeeeeeeee e 2,083 1,572 33
Deductionsfrom Tier 2 capital:

50/50 deductions from Tier 2 capital ..........cccocoevevererererrennnes. 1,153 754 53
Total Tier 2 capital dedUCtions............cc.ooovvieverereeeeeeenenn. 1,153 754 53
Net Tier 2 CapItal ...oo.ovverereieieeee e 930 818 14
Total CaPItal DASE.........coeeeeeeeeeeeeeeeeeeeeeee e 6,862 6,282 9

nm indicates that the percentage range was less than 1% and therefore not meaningful and “large” indicates that actual movement was
greater than 300%.
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Risk Weighted Assets

Credit risk — Risk-Weighted Assets (RWA)
Subject to F-IRB approach:

COTPOTALE ...
SOVETCIGN....ecuveieeeieiieeieitieieeteseere st ebeeaeseeesseeseessesseesseens
Bank .....ooeoiioiie e
Residential mort@age .........cccevueevuerieniinieneenieneeenceieenen
Other retail.......cccoeviiciiiieieeieceee e
Total RWA subject to F-IRB approach.............cccceveveenennee.
Specialized lending exposur es subject to slotting criteria®...

Subject to standardized approach:

COTPOTALE ... eeeeeiieeieeeereesiteeeteseaeesteeeseessaeesseesnseesaaenseenns
BanK .....ocuieiieieiee e
Residential MOTt@age .........ccoueevevieerienienenienieieeeeeeeee
Other retail........cceeviiiiiieiieieeeeeee e

Total RWA subject to standardized approach......................
Credit risk RWA for securitization eXposures.............ceeeenneene.
Total credit risk RWA ..o,
Equity risk exposures RWA ........cccoovinieiinieiinieiereeeseeee
Market risk RWA ..o
Operational 1isk RWA .......oooiiiiiiiieeeeeeee e
Interest rate risk in banking book RWA ...
APRA scaling factor (6%) applied to IRB exposures................

Total Banking Group RWA ........cooveieieieeeceeeeeeee e

Capital ratios

Macquarie Bank Group Tier 1 capital ratio (%) ......ccccceeveruennee.
Macquarie Bank Group Total capital ratio (%) ......cccceeveeeennee

! Includes A$178 million for exposures to the Non-Banking Group (March 31, 2010: A$393 million).

2
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Asat
Mar 11 Mar 10 Movement
A$m A$m %
20,468 15,254 34
474 730 (35)
3,065 2,324 32
1,691 1,897 (11)
1,544 1,006 53
27,242 21,211 28
3,020 3,002 1
3,067 3,270 (6)
3 49 (94)
524 462 13
3,248 3,376 4)
2,762 2,728 1
9,604 9,885 3)
1,117 1,019 10
40,983 35,117 17
1,912 1,715 11
3,834 2,480 55
7,037 6,748 4
1,634 1,273 28
55,400 47,333 17
10.7 11.5
12.4 13.3

Specialized lending exposures subject to supervisory slotting criteria are measured using APRA determined risk weightings.



Statutory consolidated statement of financial position

Assets
Due from financial inStitutions ...........ceecvereereerieriesieneeneeieseeveeneen
Cash collateral on securities borrowed and reverse repurchase
AGTEEIMENTS ...euiiiiiiiiiiiiiiii e
Trading portfolio @SSELS ......cecvivieriirieriieieieeierie ettt
Loan assets held at amortized COSt......c.cccvevuercieriieieiieiecieie e
Other financial assets at fair value through profit or loss ...................
Derivative financial instruments — positive values ............cceeeevenne..
OthET @SSEES...viivieiieeieriieieste ettt et ete e etesteesteseeenbeesbesteesesseensesseenseas
Investment securities available-for-sale.............cccceeeiiinnnnininnn.
INtan@ible aSSELS.....covevriririieeieesie e
Life investment contracts and other unit holder assets........................
Due from related MGL entities.........ccceeveerieeriienieeiieeie e
Interests in associates and joint ventures accounted for using the
eqUItY MEthOd .....eoiiiiiiiiiiiee e
Property, plant and eqUIPMENt .........c.cceeeeerierierierienreie e eeeieeeeens
Deferred inCOME taX aSSELS .......cerverveeierieeiienieeienieereereseeeesresreseees
Non current assets and assets of disposal groups classified as held-
FOT=SALE... ettt e

Liabilities

Due to financial inStitUtioNS ........ccveverieeiereeieeieseeeseese e
Cash collateral on securities lent and repurchase agreements ............
Trading portfolio Habilities.......c.cccververieecierieieeiereeeee e
Derivative financial instruments — negative values ............cc.cceceeue..
DIEPOSIES .eveeeeieeiieeiie et eee et eee et et e et e st e et e st e et e enbeesneeenbeenaeeenes
Debt issued at amortized COSt......c.cvveriirrierieecieriieieireie e
Other financial liabilities at fair value through profit or loss..............
Other HabIIIEIES ...vevieeieeieeieeieie et
Current tax labilities ........cccoevieriirieniriiiiiinieeeeeceenese e
Life investment contracts and other unit holder liabilities..................
Due to related MGL entities .........cocevvervecerirerenenenenencneneneneeeenee
PTrOVISIONS ..vieuiiiiiieeiiieie sttt ettt seae e e e ensaesneesaennns
Deferred income tax lHabilities.........cccevveveeviinieniiiienieeieseeiese e
Liabilities of disposal groups classified as held-for-sale.....................
Total liabilities excluding loan capital ............ccccooevvieieeiieenienen,
L oan capital

Subordinated debt at amortized COSt..........ccoevvererrerieneienieieieceenne.
Subordinated debt at fair value through profit or 10ss ........cccccvevennenne
Total loan capital ..........c.covevveiiieieeeeeeeeee e
Total HabilItIES .o

Equity
Contributed equity:
Ordinary share capital ..........cceeeevereeienieieneeiene e
Equity contribution from ultimate parent entity ...................
Macquarie Income SeCUTities .........ceervreerirercieeriieeiiesreeenann
RESEIVES....oiiiiiiiiiiiiecc et
Retained @arnings ...........oceeeeeeeerienieiesieieeeceeee e
Total capital and reserves attributable to ordinary equity
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Asat
Mar 11 Mar 10 Movement
A$m ASm %
7,579 6,490 17
7,418 6,084 22
14,423 11,324 27
45,382 43,794 4
10,607 7,125 49
21,145 21,540 )
6,839 6,567 4
15,003 16,761 (10)
866 948 9)
5,062 4,854 4
2,443 2,391 2
856 915 (6)
2,363 893 165
376 373 1
- 51 (100)
140,362 130,110 8
1,580 2,167 (27)
6,103 7,201 (15)
5,732 4,921 16
21,455 21,634 (D)
35,106 22,288 58
36,943 39,408 (6)
2,909 2,625 11
7,463 6,727 11
67 76 (12)
5,055 4,864 4
6,471 8,008 (19)
80 71 13
393 273 44
- 9 (100)
129,357 120,272 8
1,430 905 58
467 499 (6)
1,897 1,404 35
131,254 121,676 8
9,108 8,434 8
7,278 6,508 12
102 87 17
391 391 -
(436) (170) (156)
1,701 1,533 11
9,036 8,349 8




Asat

Mar 11 Mar 10 Movement
AS$m AS$m %
holdersof MBL Group.......ccocveevieieeiieieceeeie e
Macquarie Income Preferred Securities..........ccovvvvvereerieneecieneenennenn 63 67 (6)
Other Non-controlling iNtEIEStS ...........oeveveveruerereerereerereeseeeeseseeseneesenes 9 13 (50)
TOA EOUILY .o e s eeseeeeseeeesene 9,108 8,434 8

Total assets of A$140.4 billion at March 31, 2011 increased 8% from A$130.1 billion at March 31, 2010.

Amounts due from financial institutions increased 17% to A$7.6 billion at March 31, 2011 from A$6.5 billion
since March 31, 2010, mainly due to increased cash balances. This balance fluctuates based on the timing of
transactions, funding requirements and trading activity.

Cash collateral on securities borrowed and reverse repurchase agreements increased 22% to A$7.4 billion at
March 31, 2011 from A$6.1 billion at March 31, 2010 and trading portfolio assets increased 27% to A$14.4 billion
at March 31, 2011 from A$11.3 billion at March 31, 2010 primarily as a result of the introduction and expansion of
new trading platforms and businesses in Macquarie Securities and Fixed Income, Currencies & Commodities during
the 2011 fiscal year.

Loan assets increased 4% to A$45.4 billion at March 31, 2011 from A$43.8 billion at March 31, 2010 primarily
due to an increase in loan and finance lease volumes in Corporate & Asset Finance, driven by increased corporate
lending and the acquisition of the GMAC lease portfolio, combined with growth in the Canadian Mortgages
portfolio. These increases were partially offset by the impact of the strengthening Australian dollar since March 31,
2010.

Other financial assets at fair value through profit or loss increased 49% to A$10.6 billion at March 31, 2011
from A$7.1 billion at March 31, 2010 primarily due to an increase in assets held for liquidity purposes.

Property, plant and equipment increased 165% to A$2.4 billion at March 31, 2011 from A$893 million at
March 31, 2010 largely due to the acquisition of 44 aircraft from ILFC during the 2011 fiscal year as well as the
acquisition of the remaining stake in Macquarie Air Finance, resulting in the consolidation of the entity and its
assets.

Total liabilities (excluding loan capital) increased 8% to A$129.4 billion at March 31, 2011 from
A$120.3 billion at March 31, 2010. The main driver of the increase was the conversion of A$9.6 billion of CMT
balances to CMA accounts in July 2010.

Total equity increased 8% to A$9.1 billion at March 31, 2011 from A$8.4 billion at March 31, 2010. The
growth has been driven by an increase in retained earnings of A$168 million since March 31, 2010 and an increase
in ordinary share capital of A$770 million.
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This description of our funded loan assets is based on the funded statement of financial position of MBL Group

and not the statutory statement of financial position classification.

Asat
Mar 11 Mar 10 Movement
AS$b A$b %

Loan assets at amortized cost per statutory statement of financial
POSTEION .eeteiieiteettete ettt et et et e ete e e s teesbesebesseesbeseensessaensesssensaessensesnsensean 45.4 43.8 4
Other loans held at fair value............ccoveeiiiiiieniiciece e 2.5 2.6 “4)
Operating lease ASSELS ......c..eeruirureruerieieeierieete sttt ettt 2.2 0.8 175
Less: loans held by consolidated SPEs which are available as security

to noteholders and debt providers..........cccceeveeveriieviinieneeiesie e (12.8) (15.1) 15
Less: segregated funds.........cceecevieiieniienienierieciee e (1.3) (1.3) -
Less: margin balances (reclassed to trading) .........coccecevveneerieneeneeneennene (2.0) 2.4) 17
Less: other reclassifiCation .......eeeeeeeeeeeeee e e eeeeeeeeeeeees 0.6) 0.3) 100
Total per funded statement of financial PoSItion ..............cc.ccccovvevenne. 334 281 19

For the years ended March 31, 2011 and March 31, 2010 funded loan assets of MBL Group consisted of:

Year ended
Mar 11 Mar 10 Movement!
A$b A$b
Mortgages:
AUSITALIA. ..ottt e b e et e et e e tae et e e esbeebaeenbeeenreenees 2.1 2.2 ®)
UNTEA STALES ..vveevieiieeiieeiee ettt ettt e st e et e et eesseeesteesnaesnseeseseesaennnes 0.8 0.9 (11)
CANAAA ...ttt e &5 6.7 27
Structured INVESTMENTS ......eccviereieeiieeieeiee st eieeeteeiee e e seeeeteeseaeseseesssesseesseeas 3.2 3.7 (14)
BaANKING ..oviivieiiicieceeieete ettt sttt ste e b e et beenbenraens 3.7 3.6 3
REAL @STALE....cuviiiiieiieeie ettt ettt e be et e e e s tae e taeenba e taeebaeenns 0.4 0.6 33)
Resources and COMMOMIIES .......ccverveeriereeiiieiieniieieeeesieeteie e saeeresee e neeens 1.5 1.7 (12)
Leasing (finance and OPerating) .........cceeceeevereerieeriereereenienieereesieeseeseensesnesseens 6.0 3.5 71
Corporate & Asset Finance [ending...........ccoceveirieieieininieeceeeee e 6.5 5.1 27
Other 1eNAING .....oovieieeiieieciet et st e e aesreenee s 0.7 0.1 large
TOAL -ttt 334 28.1 19
! “large” indicates that actual movement was greater than 300%.
Our funded loan asset portfolio comprises diverse, secured assets:
L oan category Asset security
Mortgages.......... Secured by residential mortgages and supported by mortgage insurance.
. Australia: most loans are fully mortgage insured.
. United States: majority of loans where loan to value ratio is greater than 80% are
mortgage insured.
[ ]
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Canada: most loans are fully insured with underlying government support.
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L oan category

Structured
investments........

Banking .............

Real estate..........

Resources and
Commodities......

Leasing (finance
and operating)....

Corporate &
Asset Finance
lending................

Other lending .....

Equity investments

Asset security

Retail loans to invest in various investment funds. Secured by investments with value
protected by capital guarantees at maturity. Underlying assets primarily include direct and
indirect equities and cash.

Secured relationship managed portfolio to professional and financial services firms, real
estate industry clients, insurance premium funding and other small business clients.
Secured largely by real estate, working capital, business cash flows and credit insurance.
Portfolio also includes other consumer lending including credit cards.

Loans secured against real estate assets, generally subject to regular independent
valuations.

Diversified loan portfolio primarily to the resources sector that are secured by the
underlying assets. Secured by gold, base metals and oil resources and supported by price
hedging.

Secured by underlying leased assets (motor vehicles and specialized equipment),
diversified portfolio by geography and security asset class.

Diversified secured corporate lending, subject to regular recoverability review. Secured by
a diverse range of corporate assets and other securities.

Deposits with financial institutions as collateral for trading positions.

Equity investments are reported in the following categories in the statutory statement of financial position:

e  Other financial assets at fair value through profit or loss

e Investment securities available-for-sale

e [nvestment in associates

e  Assets and disposal groups held-for-sale.

The classification is driven by a combination of the level of influence MBL Group has over the investment and
management’s intention with respect to the holding of the asset in the short-term. For the purpose of analysis, equity

investments have been re-grouped into the following categories:

e Investments in Macquarie-managed funds

e  Other investments not held-for-sale or not investments in Macquarie-managed funds

e Held-for-sale investments.

The tables below set out the composition of these categories of equity investments for the 2011 and 2010 fiscal

years.
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Equity investments reconciliation

Asat
Mar 11 Mar 10
A$m ASm

Equity investments (excluding held-for-sale)
Statutory statement of financial position
Equity investments within Other financial assets at fair value

through profit 0r 10SS ......c.ccveieieiriiieicieieee e 2,384 1,190
Equity investments within Investment securities available-

FOT-SALE ....veeveeiieeeteteee ettt 904 661
Interests in associates and joint ventures accounted for using

the equity method ..o, 856 915
Total equity investments per statutory statement of 4.144 2766
financial POSItioN ...........c.coiiveieieicecceeeeee e : !
Adjustment for funded statement of financial position
Equity hedge positions’.............ooeveveeeeeeeeeeeeeeeeeeeeeeeeenae (2,341) (1,023)
Total funded equity investments..........cc.ccceeeerveeriereeenene. 1,803 1,743
Adjustmentsfor equity investments analysis
Available-for-sale reserves’ (305) (172)
Associate reserves .............. @) )
Total adjusted equity investments' 1,497 1,570
Held-for-sale investments.........cccoevveenceneeneinccnenns
Net assets of disposal groups classified as held-for-sale....... - 42
Total equity investmentsincluding held-for-sale

INVESIMENTS.....eeiiiiict s 1,497 1611

These relate to assets held for the purposes of economically hedging MBL Group’s fair valued liabilities to external parties arising from
various equity linked instruments, and have been excluded from the analysis of investment exposure.

Available-for-sale reserves that will be released to income upon realization of the investment.
Associates reserves that will be released to income upon realization of the investment.

The adjusted book value represents the total net exposure to MBL Group.
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Liquidity
The two primary external funding vehicles for MGL Group are MGL and MBL. MGL provides funding

principally to the Non-Banking Group and limited funding to some MBL Group subsidiaries. MBL provides
funding to the Banking Group.

The high level funding relationships of MGL Group are shown below:

Debt  ———> Macquarie Group Limited (MGL) Equity

Debt and equity

...........................

]
1
]
Debt and Ml Macquarie Bank Limited (MBL) !
hybrid equity Banking Group X

]

Liquidity management

MGL Group’s liquidity risk management framework is designed to ensure that both MGL Group and MBL
Group are able to meet their funding requirements as they fall due under a range of market conditions.

Liquidity management is performed centrally by Group Treasury, with oversight from MGL Group’s Asset and
Liability Committee and Risk Management. Each of MGL Group’s and MBL Group’s liquidity policies are
approved by the MGL and MBL Boards, respectively, after endorsement by the Asset and Liability Committee and
liquidity reporting is provided to the MGL and MBL Boards, respectively, on a monthly basis. The Asset and
Liability Committee includes the Chief Executive Officer, Chief Financial Officer, Head of Risk Management,
Treasurer and Business Group Heads.

Risk Management provides independent prudential oversight of liquidity risk management, including the
independent validation of liquidity scenario assumptions, liquidity policies, and the required funding maturity
profile.

In Australia, MBL is subject to regulation by APRA as an ADI and MGL is subject to regulation by APRA as a
NOHC. See “Regulation and supervision — Australia — APRA” for further information.

Liquidity policies and principles

The MBL liquidity policy outlines the liquidity requirements for the Banking Group. The key requirement of
the policy is that MBL is able to meet all of its liquidity obligations on a daily basis and during a period of liquidity
stress: a twelve-month period of constrained access to funding markets and with only a limited impact on franchise
businesses. MBL is funded mainly by capital, long-term liabilities and deposits.

MBL can provide debt funding to MGL (or the Non-Banking Group) up to a regulatory limit that is determined
by APRA’s non-ELE rules. MBL’s ability to return capital to MGL for use by MGL (or the Non-Banking Group) is
limited by MBL’s existing capital requirements as an ADI. See “Regulation and supervision — Australia —
APRA”. As a result, MGL’s liquidity modeling and twelve month scenarios separately test MGL Group, MBL
Group and the Non-Banking Group to ensure that sufficient liquidity is available in each part of its business.
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The liquidity management principles apply to both MGL and MBL and include the following:
Liquidity and funding management
e  All liquidity requirements are managed centrally by Group Treasury
e Liquidity risk is managed through setting limits on the maturity profile of assets and liabilities
e A liquidity contingency plan is approved by the Board and reviewed periodically
e A funding strategy is prepared annually and the funding position is monitored throughout the year

e Internal pricing incorporates liquidity costs, benefits and risks to align risk-taking activities with
liquidity risk exposures

e Diversity and stability of funding sources is a key priority.
Liquidity limits
e Term assets must be funded by term liabilities
e Cash and liquid assets are sufficient to cover a 12-month stress scenario

e Cash and liquid assets held to meet stress scenarios must be unencumbered, high quality liquid assets
and cash

e  Short-term assets exceed short-term wholesale liabilities.
Scenario analysis

Scenario analysis is central to MGL Group’s liquidity risk management framework. Group Treasury models a
number of liquidity scenarios covering both market-wide crises and firm-specific crises. The objective of this
modeling is to ensure MGL Group and MBL Group’s ability to meet all repayment obligations under each scenario
and determine the capacity for asset growth. The modeling includes 12-month liquidity scenarios significantly more
severe than the conditions that have been experienced since August 2007.

Scenarios are run over a number of timeframes (including 12-months) and a range of conservative assumptions
are used in the scenarios with regard to access to capital markets, deposit outflows, contingent funding requirements
and asset sales.

Liquid asset holdings

Group Treasury maintains a portfolio of highly liquid unencumbered assets in both MGL and MBL designed to
ensure that adequate liquidity is available in all funding environments, including worst case conditions. The
minimum liquid asset requirement is calculated from scenario projections and complies with minimum regulatory
requirements.

To determine the minimum level of liquid assets, reference is made to the expected minimum cash requirement
during a combined market-wide and firm-specific crisis scenario over a 12-month timeframe. This scenario assumes
no access to new funding sources, a significant loss of deposits and contingent funding outflows resulting from
undrawn commitments, market moves on derivatives and other margined positions. The size of the liquid asset
portfolio must always exceed the minimum cash requirement as calculated in this model.
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The liquid asset portfolio contains only unencumbered assets that can be relied on to maintain their liquidity in a
crisis scenario. At least 90% of the liquid asset portfolio held to meet the minimum liquid asset requirement must be
eligible for repurchase with a central bank. The remaining 10% must be approved by Group Treasury and Risk
Management before inclusion in the liquid asset portfolio. As at March 31, 2011, 98% of the liquid asset portfolio
was eligible for repurchase with central banks.

The liquid asset portfolio typically includes unencumbered cash and central bank repo eligible government,
semi-government, supranational, government guaranteed and unguaranteed bank securities and AAA rated
Australian residential mortgage backed securities. In addition, the portfolio includes other very short dated, high
quality liquid assets such as A-1+ rated Australian residential mortgage backed commercial paper. The liquid asset
portfolio is largely denominated and held in Australian dollars and to a lesser extent in US dollars or other
currencies where appropriate.

MBL Group had A$23.8 billion cash and liquid assets at March 31, 2011 (March 31, 2010: A$20.1 billion).

MGL and MBL Group continues to monitor regulatory and other market developments in response to the global
financial crisis that may impact the composition of its cash and liquid asset portfolio. See “Regulation and
supervision — APRA” below for further information.

Liquidity contingency plan

Group Treasury maintains a liquidity contingency plan. The liquidity contingency plan applies to the entire
MGL Group and defines roles, responsibilities and actions to be taken in a liquidity event. This includes
identification of key information requirements and appropriate communication plans with both internal and external
parties.

Specifically, the plan details factors that may constitute a crisis, the officer responsible for enacting the
contingency management, a committee of senior executives who would be responsible for managing a crisis, the
information required to effectively manage a crisis, a public relations strategy, a high-level check list of actions to be
taken, and contact lists to facilitate prompt communication with all key internal and external stakeholders. The
liquidity contingency plan is subject to regular review (at least annually) by both Group Treasury and Risk
Management and is submitted to the Board for approval.

Certain jurisdictions in which MBL has regulated banking subsidiaries may require a more comprehensive
contingency plan specific to that region. In that instance, a supplement to our liquidity contingency plan which is
consistent with the liquidity management principles and policies of MBL Group is maintained.

Funding transfer pricing
An internal funding transfer pricing framework is in place which aims to align businesses (including MBL

Group) with the overall funding strategy of MGL Group. Under this system the costs of long- and short-term
funding are charged, and credits are made, to business units that provide long-term stable funding.
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Credit ratings
As at March 31, 2011, the credit ratings for MBL Group were as follows:

Macquarie Bank Limited

Long-term
Short-term Long-term Rating
Rating Agency' Rating Rating Outlook
Fitch Ratings .........cccoeveenenee. F-1 A+ Stable
Moody’s Investors Service.... P-1 Al Negative
Standard & Poor’s................. A-1 A Stable

! A security rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any
time by an assigning rating agency and any rating should be evaluated independently of any other information.

Funding transactions

The table below sets out MBL Group’s term funding transactions in the year ended March 31, 2011:

Year ended
Mar 11
Banking
Funding Source Group
A$bn
Securitized assets
Term secured fINANCE" ... ...oveeeeee oo 5.4
I ssued paper
SUDOFAINALEA AEDE ..o s 0.8
SOIHIOT e+ ettt e et et ee et ee e e et e ee e e et eeeteeeeeeeeneee et eeeaeeeeees 0.1
TOAL oo s ee s ere e 6.3

1 Excludes A$0.7 billion term secured finance raised in April 2011.
2 Excludes US$1 billion (A$1 billion) MBL subordinated debt issued in April 2011.

In the year ended March 31, 2011, MBL Group raised A$6.3 billion of term funding, including A$5.4 billion of
term secured finance, of which A$2.4 billion was through the Canadian Mortgage Bonds program, and A$0.9 billion
of term wholesale funding.

Recent Funding Developments. On April 7, 2011, MBL issued US$1 billion (A$1 billion) of subordinated debt
under the Rule 144A/Regulation S Medium Term Note Program, and on April 20, 2011 MBL raised A$0.7 billion of
term secured finance.

Explanation of funded statement of financial position

MBL’s statutory statement of financial position is prepared based on AGAAP and includes certain accounting
gross-ups and non-recourse self funded assets that do not represent a funding requirement of MBL.

The table below has been prepared to reconcile the reported assets of the consolidated MBL Group to net
funded assets at March 31, 2011.
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MBL Group Asat

Mar 11
AS$b
Total assetsper MBL statutory statement of financial position.............cccccoeeveeeeciieiecneenenen. 140.4
Accounting deductions:
Self funded trading aSSES|...........o.ooiveeveeeeeeeeeeeeee e (13.0)
Derivative revaluation accounting gross-ups- ............. (20.5)
Life investment contracts and other segregated assets’ ..............cocovveveveeeeeeereeseesrssesesrnes (8.1)
Broker settlement DAlances®................o.oweveoveieeeeeeeeeeeeeee oo (1.4)
Short-term working capital ASSES’ ..............co..oveveeeeeeeeeeeeeeeeeeeeesees e seesee e eeeen (6.0)
Intercompany gross-ups (6.5)
Non-recourse funded assets:
Securitized assets and non-recourse Warehouses® ...............cooo.vvervreeeverceereoseeerieeseesesies (12.8)
INEt FUNAEA BSSELS ...vveuviieiiitieiieieeie ettt ettt ettt ettt et et esteesbeeseesbeeseesbeessesssesseessesseensenseessesseans 72.1

Self funded trading assets. There are a number of entries on the balance sheet that arise from the normal course of trading activity MBL
Group conducts with its clients and counterparties. They typically represent both sides of a transaction. The entries offset each other as
both the asset and liability positions are recorded separately. Where these entries are matched, they do not require funding.

Derivative re-valuation accounting gross-ups. MBL Group’s derivative activities are mostly client driven with client positions hedged by
offsetting positions. The derivatives are largely matched and this adjustment reflects that the matched positions do not require funding.

Life investment contracts and other segregated assets. These represent the assets and liabilities that are recognized where MBL Group
provides products such as investment-linked policy contracts. The policy (contract) liability will be matched by assets held to the same
amount and hence does not require funding.

Broker settlement balances. At any particular time MBL Group’s broking business will have outstanding trades to settle with other brokers.
These amounts (payables) can be offset in terms of funding by amounts that MBL Group is owed at the same time by brokers on other
trades (receivables).

Short-term working capital assets. As with the broker settlement balances above, MBL Group through its day-to-day operations generates
working capital assets (€.9., receivables and prepayments) and working capital liabilities (e.g., creditors and accruals) that produce a ‘net
balance’ that either requires or provides funding.

Securitized assets and non-recourse warehouses. Some lending assets (mortgages and leasing) are commonly sold down into external
securitization entities or transferred to external funding warehouses. As a consequence they are non-recourse to MBL Group and are funded
by third parties rather than MBL Group.
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Funding Profile for the Banking Group

The funded statement of financial position of the Banking Group as at March 31, 2011:

Asat
Mar 11

Banking Group A$b
Funding sour ces
Wholesale issued paper:'

Negotiable certificates 0f AEPOSIt......c.eecverieriiiiieriieiirieeee ettt sttt steseeesaeenseseeas 1.7

COMMETICIAL PAPET ....eeieiieeii ettt ettt ettt ette et e e et e ste et e esteessbeessaeesseensseenseessseenssesnseenssennns 3.5
SHUCHUTEA NOES ... e e se s e seeesensneeees 2.9
Secured FUNAING’ .........o.oviveeeeeeee e 8.9
BONAS" ..o 12.5
Deposits’

RELATL ...ttt ettt sttt sttt n e e 26.6

Corporate and WHOLESAIE .......c.ecuieiiriieieitieieiiee ettt sttt eae e ebeentenseensenes 5.0
LOAN CAPILAL .....ooo oo 1.9
Equity and BYDIIAS” ........ovoeoeeoeeeeeeeeeeeeeeeeeee e 9.1
TOL@L ettt ettt ettt ettt s et a ettt h et R et R e et e at b et eh et ettt e s et eaeeaeneseeneeee 721
Funded assets
Cash and HQUIA BSSEES® ... ee e s 23.8
INEE TAQING ASSELS” ..o ee e s s s s se s s s eseeseses e 13.4
Loan assets 1ess than 0N YEAr' ..............coo.iviuiveieeeoseees e ssss s 72
Loan assets greater than 0ne year'® ............cooo..ooovoeveorrveeeeeeeeeee oo seeeeoess e seeee e 26.2
Debt INVESIMENt SECUTIEIES' | ..........ovveeeeeoeeeeceeeeeeee e 2.6
MBL intra group loan to MGL'......... . 0.7
Non-Banking Group deposit With MBL ...........cooiiirriicceeeeeer et (4.6)
Co-investment in Macquarie-managed funds and other equity investments'...............ccccccoooovrvcinrr, 1.8
Property, plant and equipment and IntangibIEs..........c.ovurueueuieirnininieicectt e 1.0
TOLAL ...ttt ettt 721

Wholesale issued paper. Unsecured short-term wholesale funding comprised of both Negotiable Certificates of Deposit and Commercial
Paper.

Structured notes. These are debt instruments on which the return is linked to commodities, equities, currencies or other assets. They are
generally issued as part of structured transactions with clients and are hedged with positions in underlying assets or derivative instruments.

Secured funding. Certain funding arrangements that have been secured against an asset (or pool of assets).
Bonds. Unsecured long-term wholesale funding.

Deposits. Unsecured funding from retail, corporate and wholesale depositors. The Australian Government guarantee is made available on
eligible deposits in MBL.

Loan capital. Long-term subordinated debt and Convertible Preference Securities.

Equity and hybrids. Equity balances are comprised of issued capital, retained earnings and reserves. Hybrid instruments include the MIPS
security issues.

Cash and liquid assets. Funded cash and liquid assets generally consist of amounts due from banks and short-term debt investment
securities available-for-sale. Liquid assets are almost entirely repo eligible with central banks or are very short dated.

Net trading assets. The net trading asset balance consists of financial markets and equity trading assets including the net derivative position
and any margin or collateral balances. It also includes trading assets which are hedging structured notes issued.

Loan assets. This represents all loans provided to retail and wholesale borrowers, in addition to operating lease assets. See “— Capital
analysis — Loan assets” below for further information.

Debt investment securities. These include various categories of debt securities including asset backed securities, bonds, commercial
mortgage backed securities and residential mortgage backed securities.

Intra group loan. Concurrent with and to facilitate the Restructure, on November 13, 2007, MGL entered into a A$10.1 billion two year
senior transitional intra group loan with MBL. MGL drew down the entire available amount under the facility on November 21, 2007.
MGL was the guarantor of principal, interest and any other payments due under the intra group loan in respect of its subsidiaries that were
borrowers under the facility. As at March 31, 2011, A$0.7 billion remained outstanding under the intra group loan. However, this loan was
subsequently repaid in full on April 27, 2011 and is not available to be redrawn.
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3 Co-investment in Macquarie-managed funds and other equity investments. These equity securities are held with a long-term investment

horizon, and include co-investments in Macquarie-managed funds.
As at March 31, 2011, deposits represented A$31.6 billion, or 44% of total funding, short-term wholesale

funding represented A$5.2 billion, or 7% of total funding, and other debt funding maturing within 12 months
represented A$5.6 billion, or 8% of total funding.

The following chart and table provides details of the Banking Group’s term funding (drawn and committed but
undrawn) maturing beyond one year, at March 31, 2011:

Detail of term funding (drawn and committed but undrawn) maturing beyond one year

A$b Equity and hybrid Loan Capital m  Debt m
A$11.9b

12

10 [

8 A$7.1b A$9.1b

0 1-2yrs 2-3 yrs 3-4 yrs 4-5yrs 5yrs+

Asat

Mar 11

1-2yrs 2-3yrs 3-4yrs 4-5yrs 5yrs+ Total
Banking Group A$b A3b A$b ASb A$b ASb
SrUCtUIEd NOLES ..ottt 0.6 0.2 0.3 — 0.3 1.4
Secured funding.........ceceeeeerveneienieienieneeneeeeeeeeeaens 0.9 2.1 2.2 2.7 0.4 8.3
BONAS ...ttt 1.4 4.8 2.8 — — 9.0
Total debt ..o 29 7.1 5.3 2.7 0.7 18.7
Loan capital .......ccvevierierierieieeieie e — — — — 1.9 1.9
Equity and hybrid ........cccoooiiiieeeeee — — — — 9.1 9.1
Total funding SoUrcesdrawn ...........cccceeeeeeeeeeeeeeeienene 29 7.1 53 27 11.7 29.7
UNAIAWN ...ttt aeenne e — — — 0.2 0.2 0.4
Total funding sourcesdrawn and undrawn................... 29 7.1 5.3 29 11.9 30.1
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As demonstrated above, the Banking Group has diversity in its funding sources by source and maturity. The
Banking Group’s term funding beyond one year (excluding equity) has a weighted average term to maturity of
4.0 years (including the US$1 billion (A$1 billion) MBL subordinated debt issuance in April 2011).

The key tools used for accessing wholesale debt funding markets for MBL, which primarily funds the Banking
Group, are as follows:

e US$25 billion multi-instrument Regulation S Debt Instrument Program, incorporating both
Government guaranteed and unguaranteed securities that may be issued including Euro Commercial
Paper, Euro Commercial Deposits, Euro Medium Term Notes, senior and subordinated fixed/floating
rate notes, and Transferable Deposits. The Debt Instrument Program had US$8.0 billion of debt
securities outstanding at March 31, 2011;

e USS$10 billion Commercial Paper Program incorporating both Government guaranteed and
unguaranteed securities under which US$0.6 billion of debt securities were outstanding as at March 31,
2011; and

e  USS$20 billion Rule 144A/Regulation S Medium Term Note Program incorporating both Government
guaranteed and unguaranteed securities. As at March 31, 2011, US$7.5 billion had been issued under
the Rule 144A/Regulation S Medium Term Note Program. MBL may no longer issue Government
guaranteed securities under this program.

In addition to the foregoing, MBL Group accesses the Australian capital markets through the issuance of
Negotiable Certificates of Deposits and Transferable Negotiable Certificates of Deposits. As at March 31, 2011,
MBL Group had A$1.7 billion of these securities outstanding.

Furthermore, MBL Group as an ADI has access to liquidity from the RBA’s daily market operations. At
March 31, 2011, MBL Group had internally securitized A$1.9 billion of its own mortgages, which is a form of
collateral on the RBA’s list of eligible securities for repurchase agreements.

Deposit strategy

During the 2011 fiscal year, MBL continued to pursue a deposit strategy that was consistent with the core
liquidity management principle of achieving diversity and stability of funding sources. The strategy focused on
growing the retail deposit base, which generally represents a more stable and reliable source of funding and reduces
MBL'’s reliance on wholesale funding markets. In particular, MBL has focused on improving the quality and
composition of the retail deposit base by targeting transactional and relationship based deposits such as the CMA.
On July 31, 2010, unitholders in the CMT converted their units into at-call deposits in the CMA. This resulted in an
increase of A$9.6 billion of MBL retail deposits and further enhanced the composition of MBL’s funding sources.
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The chart below illustrates MBL Group’s strong retail deposit growth since September 2008.

Deposits trend
ASb Retail m  Corporate/wholesale m
36
A$31.2b A$31.6b
30
24

A%$18.6b

A$16.7b

0 Sep 08 Mar 09 Sep 09 Mar 10 Sep 10 Mar 11
Sep08 Mar09 Sep09 Mar10 Sepl0 Mar 11
Deposits A$b ASDb ASb ASb A$b A$b
Retail ..o 9.4 134 13.9 15.5 26.5 26.6
Corporate/Wholesale................... 7.3 5.2 3.1 4.1 4.7 5.0

MBL is an Australian ADI, and therefore the provisions of the financial claims scheme apply to MBL.
Lease, capital and other expenditure commitments, contingent liabilities and assets

We do not expect our capital and other expenditure commitments and our lease commitments to have a
significant effect on our liquidity needs. See Note 38 “Capital and other expenditure commitments” and Note 39
“Lease commitments” to our 2011 annual financial statements for further information. Lease, capital and other
expenditure commitments are disclosed in our annual financial statements each year and are not required to be
disclosed under Australian Accounting Standards in interim financial statements.

As at March 31, 2011, MBL Group had A$6.2 billion of contingent liabilities and commitments, including
A$0.7 billion of contingent liabilities and A$5.3 billion of commitments under undrawn credit facilities. See
Note 37 “Contingent liabilities and commitments” to our 2011 annual financial statements which shows MBL
Group’s contingent liabilities and commitments at March 31, 2011.

Quantitative and Quialitative Disclosures about Market Risk

Each year we prepare a detailed analysis of market risk as it applies to MBL Group and a quantitative analysis
of MBL Group’s value at risk for equities, interest rates, foreign exchange, bullion, and commodities and in the
aggregate thereof. See Note 41 “Financial risk management” to MBL Group’s 2011 annual financial statements for
a quantitative and qualitative discussion of these risks.
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