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CERTAIN DEFINITIONS

In this Disclosure Report (U.S. Version) for the Fiscal Year ended March 31, 2010 (this “Report”), unless
otherwise specified or the context otherwise requires:

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

“ADI” means an ingtitution that is an authorised deposit-taking institution under the Austraian
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;

“alternative asset funds’ means specific asset class investor funds, which are listed or unlisted in
different regions and span such sectors as. (i) infrastructure and related sectors (toll roads, airports,
communications infrastructure, energy utilities and other asset classes); (ii) sector-specific rea estate
assets (retail, office, industrial and commercial); and (iii) private equity and development capital;

“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" meansthe 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 “Financia
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$" or“$" meansthe Australian dollar and “ US$” meansthe US dollar;

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

“ 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 specia purpose entities) over which another party
has the power to govern, directly or indirectly, decision making in relation to financial and operating
policies, so asto require that entity to conform with such controlling party’s objectives;

“ELE” means 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 ADISs; (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 US Securities Exchange Act of 1934, as amended;

“ Executive Committee” means the committee established and chaired by the managing director of
MGL focusing on avariety of businessissues, including key risks faced across the organization;

“Financial Claims Scheme” means the financial claims scheme established by Division 2AA of Part 11
of the Australian Banking Act;

“financial statements’ means our historical financial statements;

“F-IRB" means the foundation internal ratings-based approach under Basdl 1;
“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 timeto time;

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

“1ASB” meansthe International Accounting Standards Board;
“IFRS’ means International Financial Reporting Standards;

“Intra Group Loan” means the lending facility more fully described under “Macquarie Bank Limited
— Relationship between MBL and MGL — Intra Group Loan”;



“Macquarie Capital” means, following the reorganization of operating groups within MGL Group
described below under “Financial Information Presentation — Reorganization of operating groups and
reporting segments within MBL Group during the 2009 fiscal year”, the Macquarie Capital Advisers
division which includes Macquarie Capital Funds 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 Capital Funds
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 Capital Funds;

“MBIL" means Macquarie Bank International Limited;

“MBLSB" means Macquarie Bank Limited Seoul Branch;

“MBL UK” means the United Kingdom branch of MBL;

“MCEL" means Macquarie Capital (Europe) Limited;

“MCFEL"” means Macquarie Capital Funds (Europe) Limited;

“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;

“MBL's U.S Investors Website? means MBL's U.S. investors website at
WWW.macquarie.com/usinvestors;

“MIS’ means Macquarie Income Securities,
“MIPS’ means Macquarie Income Preferred Securities,
“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 constitutes 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” meansthe United States Office of Foreign Assets Control;

“operating expenses’, an Australian GAAP financial measure, includes employment expenses
(including staff profit sharing expense), brokerage and commission expense, occupancy expenses
(including premises rental expense), non-salary technology expenses, professiona fees, travel and
communication expense and other sundry expenses and are reported in the income statement in our
financial statements;



e “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;

e “RBA” meansthe Reserve Bank of Australia;

e “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;

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

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

e “Senior Credit Facility” means the A$7.6 billion senior credit facilities provided to MGL comprising
A$2.4 billion revolving credit facilities and A$5.2 billion term facilities;

e “Services Agreements’ means the Outsourcing Master Services Agreements between MBL and MGL
dated November 15, 2007, and the Non-Banking Holdco and MGL dated December 10, 2007, and any
supplements or amendments thereto, as more fully described under “Macquarie Bank Limited —
Shared Services’;

e “SFE’ means Sydney Futures Exchange as operated by ASX Limited and its successors;

e ‘“gshared 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
— Shared Services’;

e “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 totally be assumed by the Non-Banking Group, through
Macquarie Capital Group Limited or its subsidiaries following the Restructure;

e “2008 annual financial statements’ means our audited consolidated financial statements contained in
our 2008 Annual Report;

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

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

Our fiscal year ends on March 31, so references to years such as 2010 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
(i) 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’,

“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
factorsinclude:

e macroeconomic conditions in the global debt and equity markets;

e our ability to complete, integrate or process acquisitions and dispositions;

e our ability to effectively manage our growth;

o the effect of, and changes in, laws, regulations, taxation or accounting standards or practices and
government policy;

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

e changesin market liquidity and investor confidence;

o 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 mgjor markets
in which we operate or 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 enter in the future;

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

e our ability to adequately fund the operations of MGL and the Non-Banking Group;
e our ability to return capital or borrow from our subsidiaries;

e theimpact of asset sales on our long-term business prospects;

e our ability to increase market share and control expenses;

o thetimely development of and acceptance of new products and services and the perceived overall value of
these products and services by users;

e technologica changes; and
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e various other factors beyond our control.

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.

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 ater our forward-looking statements,
whether as aresult of new information, future events or otherwise, after the date of this Report.

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 Y ork 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 trandations, we are not representing that the Australian dollar amounts actually represent
these US dollar amounts or that we could have converted those Australian dollarsinto US dollars. Since March 31,
2009, when the noon buying rate for Australian dollars into US dollars was A$1.00 per US$0.6925, there have been
significant movements and volatility in the Australian and US dollar exchange rate. From March 31, 2009 to March
31, 2010, the Australian dollar has appreciated by approximately 32% 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, 2010, which was US$0.9169 per A$1.00. The noon buying rate at the close of
business on May 7, 2010, was US$0.8890 per A$1.00.

Fiscal Year Period End Average Rate' High Low
2006 ......ccoeeeeieeee e 0.7165 0.7515 0.7834 0.7056
2007 oo ereee e 0.8104 0.7652 0.8104 0.7177
P00 < SO 0.9132 0.8683 0.9463 0.7860
2009 0.6925 0.7948 0.9797 0.6073
2000 ... 0.9169 0.8507 0.9369 0.6941

Month Period End High Low
November 2009 .........cccceeveeeverereenenn, 0.9131 0.9396 0.8958
December 2009........cccceevvveevecreenene, 0.8979 0.9265 0.8777
January 2010........ccccocvvviiiiniiiiniinninenn 0.8873 0.9306 0.8873
February 2010........cccoovenreerenenenen. 0.8961 0.8994 0.8617
March 2010........ccoeevineinineeree 0.9169 0.9225 0.8997
April 2010 0.9306 0.9359 0.9170
May 2010 (through May 7, 2010)...... 0.8890 0.9255 0.8890

! 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. However, the Banking (Foreign
Exchange) Regulations promulgated under the Australian Banking Act, the AML-CTF Act 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 a the Department’'s website at
http://www.dfat.gov.au/icat/UNSC financial _sanctions.html




FINANCIAL INFORMATION PRESENTATION
Our historical financial statements

Our 2010 annual financial statements include our audited financial statements as at and for the years ended
March 31, 2010 and 2009. 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 — Y ear ended March 31, 2010 compared to year ended March 31, 2009” for further information.

For financial reporting purposes, 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 and Banking & Financial Services. The Rea Estate Banking and
Corporate & Asset Finance divisions also reported separately for internal reporting and risk management purposes.
Transfers between segments 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 centra 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 minority
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 2010 fiscal year
During the 2010 fiscal year, MGL Group acquired a number of entities and businesses, including:

e Tristone Capital Global Inc. On August 31, 2009, MBL Group acquired Tristone Capital Global Inc.
(“Tristone”), aglobal energy advisory and securities firm; and

e Fox-Pitt Kelton Group. On November 30, 2009, MBL Group acquired Fox-Pitt Kelton Cochran
Caronia Waller LLC (“FPK"), a United States based-specidist equities saes and trading, and
corporate advisory firm focused on financial services.

Certain businesses of Tristone and FPK were integrated into MBL Group.
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™), afull service Canadian wealth management and investment dealer business; and

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

In accordance with AASB 3 “Business Combinations’, provisional amounts for the initial accounting of
acquisitions made during the 2010 fiscal year were reported in MBL Group’s 2010 annual financial statements. The
operating results of these acquisitions did not have a material impact on the results of operation of MBL Group for
the 2010 fiscal year.

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 2010 fiscal year, see “Management’s Discussion and Analysis of Results of Operation and
Financial Condition — Y ear ended March 31, 2010 compared to year ended March 31, 2009 — Segment analysis’.



For further information on acquisitions and disposals of subsidiaries and businesses during the 2010 fiscal year,
see Note 44 “ Acquisitions and disposals of subsidiaries and businesses’ to our 2010 annual financial statements.

Reor ganization of operating groups and reporting segmentswithin MBL Group during the 2009 fiscal year

Effective September 2009, Treasury & Commodities was renamed Fixed Income, Currencies & Commoditiesto
more accurately reflect the services provided by the operating group since the relocation of Group Treasury to
Corporate Affairs in October 2007. This change had no impact on the presentation or reporting of our operating
groups for the 2010 fiscal year.

Theinternal reorganizations during the 2009 fiscal year consisted of the following:

e InApril 2008, MBL Group combined the activities of Equity Markets (which was part of the Banking
Group) and the Macquarie Capital Securities division of Macquarie Capital (which was part of the
Non-Banking Group) to form a new operating group called Macquarie Securities. The newly formed
Macquarie Securities operating group is part of MBL Group, however, the Cash division remains part
of the Non-Banking Group.

e In August 2008, MBL Group combined the activities of Funds Management with the funds and
funds-based structured products of Macquarie Securities and the Macquarie Capital Products division
of Macquarie Capital to form a new operating group called Macquarie Funds. In connection with this
reorganization, the funds and funds-based products businesses of Macquarie Capital Products division
of Macquarie Capital were transferred from the Non-Banking Group to MBL Group. The newly
formed Macquarie Funds operating group is part of MBL Group.

e |n September 2008, the Corporate & Asset Finance division was formed from the separation of the
Macquarie Capital Finance division from Macquarie Capital. In connection with this reorganization,
the Macquarie Capital Finance division was transferred from the Non-Banking Group to MBL Group.
The newly formed Corporate & Asset Finance division is part of MBL Group.

e |nJanuary 2009, the Real Estate operating group was reorganized and the majority of Real Estate staff
and severa of its responsible entities transferred from MBL Group to Macquarie Capital, forming part
of the Non-Banking Group. The remaining staff and assets in the Banking Group were amalgamated
to form the Real Estate Banking division, which is part of MBL Group.

Other than as described above, the Banking Group’s businesses remained the same. A reconciliation of our
segment results for the 2008 fiscal year illustrating the impact of these internal reorganizations is presented in
“Management’s Discussion and Analysis of Results of Operation and Financial Condition — Y ear ended March 31,
2009 compared to year ended March 31, 2008 — Segment Overview — Basis of Presentation — Internal
Reorganization of Operating Groups’.

In our 2009 annual financial statements, the financial results of Macquarie Securities (excluding the Cash
division) and Macquarie Funds are presented within MBL Group effective April 1, 2008, with the comparative
information for MBL Group for the year ended March 31, 2008 re-presented to now include the aggregated results
of the businesses that comprise these new operating groups. The inclusion of the funds and funds-based structured
products of the Macquarie Capital Products division in Macquarie Funds since their merger in August 2008 was not
material to MBL Group’s financial results for the year ended March 31, 20009.

Corporate & Asset Finance was effectively formed at September 30, 2008. The Corporate & Asset Finance
division incorporates the financial results of Macquarie Capital Finance division (which were previously reported in
MBL Group under the Macquarie Capital segment), effective from April 1, 2008.

The contribution of the Real Estate Banking divisions to MBL Group's financia results for the year ended

March 31, 2009 excludes the contribution from the activities of our Real Estate operating group that were
transferred from the Banking Group to the Non-Banking Group from January 1, 2009 and now form part of
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Macquarie Capital. The contribution from the activities of our Real Estate operating group that was transferred from
the Banking Group to the Non-Banking Group from January 1, 2009 were not material to MBL Group’s
presentation of segment financia results for the year ended March 31, 2009. The comparative segment financial
information for MBL Group for the year ended March 31, 2008 has been presented on a consistent basis.

For further detail on our segment reporting, see Note 3 to our 2010 annual financial statements.
Impact of the Restructurein the 2008 fiscal year

On September 13, 2007, MBL publicly announced its proposal to restructure itself into a Banking Group and a
Non-Banking Group, under a newly listed holding company named Macquarie Group Limited, or “MGL”. Until
November 13, 2007, MBL was awidely held, ASX-listed public company and the historical financial statements for
the years prior to 2008 reflect the historical results of operation and financial condition of MBL Group on a
pre-Restructure basis.

The Restructure was completed on November 19, 2007, during the 2008 fiscal year. In connection with the
Restructure, MGL became our ultimate holding company, Banking Holdco became our immediate holding
company, and we transferred (i) businesses, subsidiaries and other assets, primarily comprising the Macquarie
Capital operating group, to the Non-Banking Group, (ii) returned A$3 billion of capital to MGL and (iii) entered
into the Intra Group Loan in favor of MGL, all as more fully described herein and in Note 1 to our 2009 annual
financial statements.

Due to the Restructure, our consolidated income statement for 2008 and 2007 presents separately the results of
our continuing businesses (following the Restructure) from the results attributed to the business that we transferred
to the Non-Banking Group as part of the Restructure, which are classified as “discontinued operations’. Although
our cash flow statement and balance sheet for 2008 and 2007 do not present separately “discontinued operations’,
Note 7 to our 2008 annua financia statements includes income statement, cash flow and balance sheet information
relating to the discontinued operations that were transferred by MBL Group to the Non-Banking Group as part of the
Restructure. 1n 2008, our profit from discontinued operations after income tax includes the profit of the businesses
transferred by MBL Group to the Non-Banking Group as part of the Restructure. The gain on disposal of the Non-
Banking Group was recognized in the income statement. As required under AGAAP, our 2007 consolidated income
statement included in our 2008 annual financial statements has been re-presented on a comparable basis. Our
financial statements prior to 2007 reflect the businesses of MBL prior the Restructure and, accordingly, include
businesses transferred to the Non-Banking Group. As these financial results do not reflect MBL’s current
businesses, we have not presented in this report any financial information for any period prior to 2007.

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.

Non-GAAP financial measures

We report our financia results in accordance with AGAAP. However, we include certain financial measures
and ratios that are not prepared in accordance with AGAAP, which we call “non-GAAP financial measures’, but
that we believe provide useful information to users in measuring the financial performance and condition of our
business for the reasons set out below. 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
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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.

Assets under Management is reported by Macquarie Funds and Banking & Financial Services.
Earnings on capital and other corporate income items
Earnings on capital and other corporate income items is a non-GAAP financial measure. Total operating
income, an AGAAP financial measure, includes the income generated by our operating groups, income from the
investment of our capital, and other items of operating income not attributed to our operating groups. Earnings on

capital and other corporate income items is total operating income less the operating income generated by our
operating groups.
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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 headquartered in Sydney, Australia and is an APRA-regulated ADI that, directly and through
subsidiaries, engages in Australian and international financial services businesses through four operating groups and
two divisions: the Fixed Income, Currencies & Commaodities, Macquarie Securities (excluding the Cash division),
Banking & Financial Services and Macquarie Funds operating groups and the Corporate & Asset Finance and Real
Estate Banking divisions.

At March 31, 2010, MBL employed over 5,970 staff, had total assets of A$130.1 billion and total equity of
A$8.4 billion. For the 2010 fiscal year, our net operating income was A$3.7 billion and profit attributable to
ordinary equity holders of MBL was A$663 million.

Asat March 31, 2010, MBL conducted its operations directly and through approximately 780 subsidiariesin 19
countries, with 37% of MBL Group’s revenues from external customers derived from regions outside of Australia.
See “Macquarie Bank Limited — Our Business — Regional Activity” 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 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 asthey apply to ASX Debt Listings.

MBL’s registered office is 25 National Circuit, Forrest, Australian Capital Territory, ACT, Austrdlia. 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 businessis +612-8232-3333.

Trading Conditions and Market Update

Operating conditions continued to improve during the 2010 fiscal year, which led to greater activity across
many of our businesses. Equity market trading conditions improved across Australia and Asia, which contributed
favorably to our Asia-Pacific equities and funds management businesses, including our growing retail franchise,
while such conditions in the United States and Europe remained subdued.

Energy and commodity market conditions generally improved in the 2010 fiscal year, as metal prices continued
to rise, while foreign exchange volumes remained depressed. United States credit trading markets rallied alongside
equity markets while dislocation of global credit markets, together with the scale back of lending activities by
financia ingtitutions, provided opportunities for our corporate and asset finance business to acquire discounted
portfolios.




For a discussion of the impact of trading and market conditions on our results of operation and financial
condition for the 2010 fiscal year, see “Management’s Discussion and Analysis of Results of Operation and
Financial Condition — Y ear ended March 31, 2010 compared to year ended March 31, 2009 — Results overview”
below for further information.

Recent Developments

On April 14, 2010, MGL Group announced that it had entered into an agreement to acquire a US$1,671 million
aircraft operating lease portfolio from International Lease Finance Corporation (“ILFC”), a subsidiary of American
International Group, Inc. (“AlG”). The portfolio will be managed by Macquarie Leasing, a division of Corporate &
Asset Finance in MBL Group. The acquisition is expected to be completed over the remainder of calendar 2010,
subject to customary closing conditions.

On April 22, 2010, unitholders of investments in the Macquarie Cash Management Trust (“CMT") approved the
conversion of the CMT to an at call Cash Management Account (“CMA") with MBL. The conversion is scheduled
to take place on July 31, 2010. See “Management’s Discussion and Analysis of Results of Operation and Financial
Condition — Liquidity — Funding Transactions — Recent funding developments’ below for further information.

On April 30, 2010, MGL Group announced that it had acquired a portfolio of retail auto leases and loans from
GMAC Austraia, the Australian auto finance subsidiary of GMAC Inc. The portfolio, comprised of loans and leases
for approximately 60,000 cars, has a value of approximately A$1 billion and will be managed by Macquarie
Leasing, adivision of Corporate & Asset Finance.

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 aleading Australian financial services
firm that provides diverse financial services in Australia, with particular strengths in funds
management, infrastructure, project advisory work and 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 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 with its headquarters in
Australia.  See “Macquarie Bank Limited— Our History and Evolution” below for further
information.

e Srong brand and reputation. We believe our business successes have resulted in us achieving alevel
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.

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

e Feeand commission income, including:
e Brokerage feeincome from Banking & Financial Services;
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 Banking & Financial Services and Macquarie
Funds;




e Macquarie Wrap and other administration fee income from Banking & Financial Services,
and

e  Structuring fee income from Macquarie Funds' structured financial products;

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 the loan books and margin and equities lending assets 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 Equity accounted income from principal investments in assets and businesses where significant
influence is present; and

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

Geographic diversity. As at March 31, 2010, we employed over 5,970 people in 19 countries. Of
those staff, 41% were located in offshore markets. As MBL Group has expanded, we have applied
the resources and experience of aglobal 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. As aresult of the market
disruption experienced in late calendar 2008 and through calendar 2009, we have taken advantage of
several acquisition opportunities which we believe will strengthen our product offering and global
presence. We believe that these acquisitions complement our existing expertise in areas such as
energy, financia ingtitutions and funds management. For further details of significant acquisitions
see, “Macquarie Bank Limited — Our History and Evolution” below.

Salective approach to growth and diversification. In addition to adapting our existing businesses and
expanding organicaly, 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 redizing 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 consists of providing services to our clients rather
than engaging in principal activities.

Srong Capital Position. MBL isregulated asan ADI by APRA and, asaresult, is subject to APRA’s
capital adequacy requirements. At March 31, 2010, MBL had a Tier 1 capital ratio of 11.5% and a
total capital ratio of 13.3%.

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 believeto be a
calculated and controlled framework. Our risk management framework is described in Note 41 to our
2010 annual financial statements and in the “Risk Management Report” in the extracts from the 2010




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 prudentia 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 Frequent monitoring. Risk Management uses centralized systems to monitor credit and market
risk 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, the alignment of
interests with shareholders, investors and staff and 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.
The approach alows usto be flexible in entering into new business sectors and regions as opportunities emerge and
to expand our existing businessesin 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 MGL through the Services Agreements with the Banking Group and the Non-Banking Group. It is the
responsibility of our centralized Risk Management group to implement appropriate assessment and management
policiesin respect of these risks throughout MBL Group.

Historically, our growth has been principally organic and not driven by significant acquisitions, although from
time to time, we have made strategic acquisitions and continually examine investment opportunities. Organic
growth has continued throughout the 2010 fiscal year with director level hires made across several businesses and
regions. We aso completed a number of strategic acquisitions during the 2010 fiscal year in response to changing
market conditions and opportunities that arose, as described below under “Macquarie Bank Limited — Our History
and Evolution”. We expect to continue to assess strategic acquisition opportunities as they arise and explore these
as an avenue of growth and diversification for MBL Group in the medium term.

Our Business
Overview of MBL Group

For the 2010 fiscal year, our net operating income was A$3.7 billion. Our profit after tax attributable to
ordinary equity holdersfor the 2010 fiscal year was A$663 million.

The tables below show the relative revenues from external customers and profit contribution of each of our
current operating groups in 2010 and 2009:




Revenues from external customers of MBL Group® by operating group for the years
ended March 31, 2010 and 2009

Year ended
Mar 10 Mar 09 M ovement
A$m A$m %

Fixed Income, Currencies &

COMMOAILIES? ... 1,790 1,877 (5)
Macquarie Securities (excluding the Cash
(o AV o] o ) 1 489 675 (28)
Banking & Financia Services........ccccevneene. 2,242 3,439 (35
Macquarie FUnds.........cccceeveceeverennrccennenn 1,132 718 58
Macquarie Capital .......c.coeeerereienenecnieen 6 97 (99)
Corporate & Asset Finance®......................... 955 397 141
Real Estate Banking®..........ccccoovvevveevevenunnn. 144 279 (48)
Total revenues from external customers

by operating group ......cccceeeveerereenienns 6,758 7,482 (20)
COTPOFBLES........oveeeeeeeeeeeeee e, 985 2,110 (53)
Total revenue from external customers.... 7,743 9,592 (19)

Profit contribution of MBL Group by operating group for the years ended March 31, 2010 and 2009*

Year ended
Mar 10 Mar 09 Movement6
A$m A$m %

Fixed Income, Currencies &

COMMOUItIES?......oovvrrireeireies e 736 553 33
Macquarie Securities (excluding the

Cash diViSION) ...ccveerereerreseiee e 116 78 49
Banking & Financial Services........cccocevunee. 268 (104) large
Macquarie Funds...........ccocvveeeveevenene e, 84 93 (10)
Macquarie Capital .........ccccovevvereeieereresenn, (49) 133 (137)
Corporate & Asset Finance®.............coo......... 259 84 208
Real Estate Banking® ............ccoccoveveeevvrereneene. (151) (355) (57)
Total contribution to profit by

OPErating groUP....cocvveeerereeereseeeneeseenes 1,263 482 162
(0001410 = (=N (600) 94 large
Net profit after taX......ocoeveeeveeeeeereerennnnne. 663 576 15

For further information on our segment reporting, see “Management’s Discussion and Analysis of Results of Operations and Financial
Condition — Year ended March 31, 2010 compared to year ended March 31, 2009 — Segment Overview” and Note 3 to our 2010 annual
financial statements.

In September 2009, Treasury & Commodities was renamed Fixed Income, Currencies & Commodities.
In September 2008, the Corporate & Asset Finance division was formed from the separation of Macquarie Capital Finance division from
Macquarie Capital.

In January 2009, the majority of staff from our Real Estate operating group and severa of our responsible entities were transferred to
Macquarie Capital and became part of the Non-Banking Group. The Real Estate staff and assets remaining in MBL Group on January 1,
2009 were amalgamated to form the Real Estate Banking division on March 31, 2010.

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 minority interests and interna
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.

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




Regional Activity

At March 31, 2010, MBL Group employed over 5,970 staff globally and conducted its operations in 19
countries.

In the 2010 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 2010 and 2009 fiscal years.

Revenues from external customers of MBL Group by region for the years ended March 31, 2010 and 2009
EUROPE, MIDDLE EAST
& AFRICA

Revenue!: $A1,036m (14% of total)
Staff: 356

AMERICAS

Revenue': $A1,101m (14% of total
Staff: 1,855

P,

Revenue!: $A708m (9% of total)
Staff: 269

AUSTRALIA

Revenue!: $A4,898m (63% of total)

Staff: 3,496

For further information on our segment reporting, see “Management’s Discussion and Analysis of Results of Operations and Financial
Condition — Year ended March 31, 2010 compared to year ended March 31, 2009 — Segment Overview” and Note 3 to our 2010 annual
financial statements.

Australia. MBL Group, the predecessor of MGL Group, was founded in Australia in 1969 and began
operations in Sydney in January 1970 with only 3 staff. Asat March 31, 2010, MBL Group employed over 3,400
staff across Australia. In the 2010 fiscal year, Australia contributed A$4.9 billion (63%) of our revenues from
external customers as compared to A$6.9 billion (72%) for the 2009 fiscal year.

The Americas. MBL Group has been active in the Americas for over a decade, when we established our first
office in New York in 1994. As at March 31, 2010, MBL Group employed over 1,800 staff across the United
States, Canada, Mexico, Brazil and Argentina. In the 2010 fiscal year, the Americas contributed A$1.1 billion
(14%) of our revenues from external customers as compared to A$864 million (9%) for the 2009 fiscal year.

Asia. MBL Group has been active in Asiafor more than 15 years, when we established our first office in Hong
Kong. Asat March 31, 2010, MBL Group employed over 250 staff in 14 locations across China, Hong Kong, New
Zealand, India, Indonesia, Japan, Korea, Malaysia, New Zealand, the Philippines, Singapore, Taiwan and Thailand.
In the 2010 fiscal year, Asia contributed A$700 million (9%) of our revenues from external customers as compared
to A$547 million (6%) for the 2009 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, 2010, MBL Group employed over 350 staff across the
United Kingdom, Germany, France, Luxembourg, the Netherlands, Sweden, Austria, Switzerland, South Africa,
Abu Dhabi and Dubai. In the 2010 fiscal year, Europe, Middle East & Africa contributed A$1.0 billion (14%) of
our revenues from external customersin line with A$1.3 billion (14%) for the 2009 fiscal year.




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 2010 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 adverse credit and equity market conditions,
which may negatively affect our businesses in certain industry sectors, impair our ability to meet our liquidity
needs, adversely affect our access to international capital markets and increase our cost of funding.

Globa 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 some improvement in global economic conditions in late 2009 and early 2010, 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 will have on global economic conditions or
MBL’sfinancia condition.

We may be impacted in a number of ways by a deteriorating economic climate. Transaction flow in our client
facilitation businesses may be affected, impacting our trading and fee income. 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.

On March 31, 2010, the Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme was closed
to new issuances and deposits. Although wholesale markets began to be accessible without the support of the
Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme during the second half of the 2010 fiscal
year, the effect of the withdrawal of the Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme
is uncertain, and may affect the general level of liquidity in the international capital markets in the future and MBL
Group's cost of funding.

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 Australian economy. Renewed turbulence or a worsening general economic downturn could adversely impact
any or al 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 atimely 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
activities. This could slow the growth rate of our businesses, cause us to reduce our term assets and could increase
our cost of funding, all of which could reduce our profitability. Inthe event that we are required to sell assets, there
is no assurance that we will be able to obtain favorable prices on some or al 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, Italy and Korea and representative officesin
the United States, New Zealand and Switzerland. The regulations vary from country to country but generaly 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 Statesin
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 financia 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 providersto offer competing financia services and products, as well as changes
to prudentia regulatory requirements. Future changes in regulation, fiscal or other 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 financia performance of MBL Group.

Current 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
ingtitution. 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) 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 aso 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.

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. For example, in the 2010 fiscal year, we acquired Delaware Investments and
Blackmont, among others. In addition, we expanded our credit trading business, started a physical oil trading
business in Asia and more recently, have entered into an agreement to acquire a US$1,671 million aircraft operating
lease portfolio. See “Macquarie Bank Limited — Our History and Evolution” for further information on strategic
initiatives and acquisitions. These and any future 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 financia 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 aresult, 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 financia condition and results of operation of MBL Group may indirectly be 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 and MGL Group and other Macquarie managed funds. In addition, 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. |If these 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.

Our business is subject to the risk of loss associated with falling prices in the equity and other markets in which
we operate.

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. Wetradein



foreign exchange, interest rate, commodity, bullion, energy, securities and other markets and are an active price
maker in the derivatives market. Certain financia 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 financia ingtitutions may be closely interrelated as a result of credit,
trading, clearing or other relationships among financial ingtitutions. As aresult 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
by a sovereign that guarantees the indebtedness or other commercial transactions of such financia ingtitutions in its
jurisdiction could lead to market-wide liquidity problems, losses or defaults by other institutions globally, that may
further affect us. Thisis 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, with which we
interact on adaily 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 aresult 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 athird party to satisfy its financial obligations to us on atimely 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
Note41.1 to our 2010 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
enforceablein al circumstances.

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 isincreasing, 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 usto raise additional capital.
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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 aso 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 financia resources than we do.

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 2010 Annual Report of MGL and Note 41 to our 2010 annual financial statements.

Future growth, including through acquisitions, may place significant demands on our managerial,
administrative, I T, risk management, operational and financial resources and may expose us to additional risks.

Future growth, including through acquisitions, 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.

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 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.
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In order to attract and retain qualified employees, we must compensate such employees at or above market
levels. Typicaly, 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. |f 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.

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 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 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 usto 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 fundswould cause a declinein our revenue and results of operations and may adversely
affect our ability to raise capital for future funds.

Our financia 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 market value of the listed funds we manage declines or the fair value
of the assets in the unlisted funds 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$528 million of one-off items and provisions for the year ended March 31, 2010,
including A$186 million of impairment and equity accounted losses on funds management assets and other
co-investments and A$230 million of loan and trading asset impairment provisions. Further writedowns and
provisions may be required in future periods if the market value of assets similar to those held were to decline.

In addition, recent market volatility has impacted the value of our listed and unlisted funds. Future valuations,
in light of factors then prevailing, may result in further impairments to our investments in our listed and unlisted
funds. In addition, at the time of any sale of our investmentsin our listed and unlisted managed funds, the price we
ultimately realize will depend on the demand in the market at the time and may be materialy 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 adaily basis, avery 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
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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 obligationsto counterparties or expand
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 commaodities 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 us to 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.

While our financial statements are presented in Australian dollars, a significant portion of our operating income
is derived 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.

From March 31, 2009 to March 31, 2010, the Austraian dollar (as measured by the noon buying rate)
appreciated by approximately 32% against the US dollar.

Although we believe that we carefully manage our exposure to foreign currencies through matching of assets
and liabilitiesin 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 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.

Aswe expand our businesses and our client base, we increasingly have to address potentia 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 giveriseto claims by and liabilities to clients, litigation or enforcement actions.
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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 additiona litigation, regulatory actions or other
contingent liabilities may arise. Furthermore, even where monetary damages may be relatively small, an adverse
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 aleged
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.

I'n 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 servicesindustry 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 failure to 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 risks in 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 creditorsin relation to the cash they have deposited.
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CAPITALIZATION, INDEBTEDNESS AND CAPITAL ADEQUACY
The following table sets forth our capitalization as at March 31, 2010.

The information relating to MBL Group in the following table is based on our 2010 annual financial statements,
which were prepared in accordance with AGAAP, and should be read in conjunction therewith.

Asat
Mar 10 Mar 10
ussm* As$m
CAPITALIZATION
Borrowings
Debt issued® — due greater than 12 months.............. 19,530 21,300
Subordinated debt — due greater than 12 months 1,297 1,415
TOtal DOFFOWINGS? ...ttt 20,827 22,715
Equity
Contributed equity
Ordinary share Capital.........coeeeeiiiereee e 5,967 6,508
Equity contribution from ultimate parent entity 80 87
Macquarie INCOME SECUNTIES ........coveeeieieiisiese et eneas 359 391
RESEIVES. ...ttt et (156) (170)
REtaiNEd EAIMINGS......c.coeiirieieieieeee e 1,406 1,533
Minority interests 78 85
Total eqQUItY ...ooeeeeeeeeie e 7,734 8,434
TOTAL CAPITALIZATION 28,561 31,149

1  Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2010, which
was US$0.9169 per A$1.00. See “Exchange Rates” for further information on the historical rates of exchange between the Australian dollar
and the US dollar.

2 At March 31, 2010, we had A$7.1 billion of secured indebtedness due in greater than 12 months compared to A$5.3 billion at March 31,
2009.

3 Tota borrowings does not include our short term debt securities, including the current portion of long-term debt, or securitizations. Short
term debt totaled A$8.4 billion as at March 31, 2010 and securitizations totaled A$14.8 hillion as at March 31, 2010 compared to
A$14.0 billion and A$20.4 billion, respectively, as at March 31, 2009.

For details on our short-term debt position as at March 31, 2010, see “Management’s Discussion and Analysis
of Results of Operation and Financial Condition — Liquidity — Funding Profile for Banking Group” 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, 2010.

Asat
Mar 2010 Mar 2010
uSs$m* A$m

Tier 1 capital

Paid-up ordinary share Capital .........ccccevvrerieeieererere e 6,047 6,595
LSS Y= (79) (86)
RetaiNEd EaININGS .....ceiveieiieiereeeee e 882 962
INNOVELIVE TI€r 1 CAPITAL ......v.vecevceceeeeeeeseeeee et enees 421 459
GrossTier 1 CAPItAl ..c.cvveveeieeirecieseee et 7,271 7,930
Deductionsfrom Tier 1 capital

GOOAWI L.t 177 193

Deferred taX aSSELS .....ovcvrerirereeere et s 398 434

Net unrealized fair value gains (losses) from changesin the ADI’s

OWN CreditWOrthiNESS........coieiie e 45 49

Intangible component of investments in non-consolidated

subsidiaries and other non-Level 2 entities.........cocooeeeeveeieienennnene 569 621
Loan and lease origination fees and commissions paid to mortgage
originators and BroKErS .........cvcveievecie i 121 132

Capitalized costs associated with debt raisings.........cceceeceeceeceresiennenn, - -

Other Tier 1 capital dedUCHIONS........c.c.cvcueveceeeeiceeeec et 259 283
Deductionsfrom Tier 1 capital ONlY.........ccocvveveerveceeeeecreeereeeseeeseeeens 1,569 1,712
Other 50/50 deductionsfrom Tier 1 capital

Non-subsidiary entities exceeding prescribed limited (50%)................. 138 151

Non-consolidated subsidiaries (50%0)........cccvvereeveereneseseseee e e 234 255

All other deductions relating to securitization (50%0)........ccccceeeeveeiuennens 39 43

Shortfal in provisionsfor credit [0sseS (5090) ........cccevveereeeeeneeeeieenenns 157 171

Other 50/50 deductions from Tier 1 capital (50%).........cccveverererennne. 123 134
50/50 deductions from Tier 1 capital.........cocoocervereeseeceereeeceeseeessseneennes 691 754
Total Tier 1 capital only dedUCLIONS..........ccccvvevreieeeeeerereese e 2,260 2,466
NEt Tier L Capital ...coocevereirereeeres e 5,011 5,464
Tier 2 capital
Upper Tier 2 capital:

Excess Tier 1 capital iINStruUmMeNts. ........coevererieeieeienene e - -

Other upper Tier 2 capital ........cooceieveneieieeee e 154 168
Lower Tier 2 capital:

Term subordinated debt...........c.cuevceeeeeceeeeeeve et 1,287 1,404
GroSS TIEr 2 CAPITAL....ucvveeeeeeectetete ettt enanaee 1,441 1,572
Deductionsfrom Tier 2 capital

Holdings of own Tier 2 capital instruments agreed with APRA - -

Total 50/50 deductions from Tier 2 capital .......ccceeeevverereenererennnnn, 691 754
Total Tier 2 capital dBOUCLIONS. ..ot 691 754
NEL TIEr 2 CaPITAl ..o 750 818
Total capital DASE......ccoieeie s 5,761 6,282

! Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2010, which is
US$0.9169 per A$1.00. See “Exchange Rates’ for further information on the historical rates of exchange between the Australian dollar and the
USdollar.
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Asat
Mar 2010 Mar 2010

ussm* A$m
Credit risk — Risk weighted assets (RWA)
Subject to FIRB approach:
LO0 T 0T0] =1 (=S 13,986 15,254
S 0LV = o o 669 730
BaANK ...t s re s 2,131 2,324
Residential MOrtgage.......ccocvveeerieereres e 1,739 1,897
OtNEN TELAIL ...ttt nsns 922 1,006
Total RWA subject to FIRB? approach...........ccceeeeecuevececeennnes. 19,447 21,211
Specialized lending exposures subject to slotting criteria’............... 2,753 3,002
Subject to Standardized approach:
L0 0T0] 71 =SS 2,998 3,270
Bank 45 49
Residential MOrtgage. .........coeerereeerinieeriieesiese e 424 462
Other TELaI ..o 3,095 3,376
OUNEN .ottt 2,501 2,728
Total RWA subject to Standar dized approach..............cccun...... 9,063 9,885
Credit risk RWA for Securitization eXposures...........o.oevvevevnverennn. 934 1,019
Total Credit risk RWA ...t 32,197 35,117
Equity eXpoSUreS RWA ........cooiecerese et s 1,572 1,715
Market rSK RWA ...t 2,274 2,480
Operational K RWA ........co et s 6,187 6,748
Interest rate risk in the banking book RWA ..., - -
APRA scaling factor (6%) applied to IRB €XpoSUres..........ccuvne. 1,167 1,273
TOAl RWA ..ot 43,397 47,333
Capital ratios
MBL Group Tier 1 capital ratio (%0) .....ccooeeereeereererienene e 115
MBL Group Total capital ratio (%6).......ccccerveereemrererenreiereensiierennes 133

! Conversions of Australian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2010, which
is US$0.9169 per A$1.00. See “Exchange Rates’ for further information on the historical rates of exchange between the Australian dollar
and the US dollar.

2 Corporate includes A$393 million for exposures to the Non-Banking Group (March 31, 2009: A$710 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 balance sheet data as at March 31, 2010, 2009, 2008 and 2007 and income
statement data for the fiscal years ended March 31, 2010, 2009, 2008 and 2007 presented below have been derived
from our audited financial statements for 2010, 2009, 2008 and 2007. 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.

Due to the Restructure, our consolidated income statement for 2008 and 2007 presents separately the results of
our continuing businesses (following the Restructure) from the results attributed to the business that we transferred
to the Non-Banking Group as part of the Restructure, which are classified as “discontinued operations’. Although
our cash flow statement and balance sheet for 2008 and 2007 do not present separately “discontinued operations’,
Note 7 to our 2008 annual financia statements includes income statement, cash flow and balance sheet information
relating to the discontinued operations that were transferred by MBL Group to the Non-Banking Group as part of the
Restructure. 1n 2008, our profit from discontinued operations after income tax includes the profit of the businesses
transferred by MBL Group to the Non-Banking Group as part of the Restructure. The gain on disposal of the Non-
Banking Group was recognized in the income statement. Asrequired under AGAAP, our 2007 consolidated income
statement included in our 2008 annual financial statements has been re-presented on a comparable basis. Our
financial statements prior to 2007 reflect the businesses of MBL prior to the Restructure and, accordingly, include
businesses transferred to the Non-Banking Group. As theses financial results do not reflect MBL's current
businesses, we have not presented in this report any financial information for any period prior to 2007.
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I ncome Statements

Year ended
Mar 2010 Mar 2010 Mar 2009 Mar 2008 Mar 2007

ussm* A$m A$m AS$m AS$m
NEL iNtErest INCOME.......covveriieireieesee e 1,215 1,325 965 853 611
Fee and commission income 950 1,036 995 1,092 855
Net trading INCOME .......ceeceeererese e 1,134 1,237 1,545 2,023 929
Share of net profits of associates and joint ventures
using the equity method............ccccvineinineinincee 6 7 98 160 198
Other Operating iNCOME ...........oveovvevereeeeeeeeeeeeseeseeneenn. 43 47 (534) 17 682
Net operating iNnCOME.........ccooererieereneerere e 3,349 3,652 3,069 4,145 3,275
Employment eXPeNSES.......cccvvereereerereneseeseseeseeneeneas (999) (1,089) (887) (2,028) (1,709)
Brokerage and commission expenses (502) (548) (509) (570) (335)
OCCUPANCY EXPENSES.......veerereeeueereresreseeeresressesseeeerenes (112) (122) (101) (67) (69)
Non-salary technology expenses (81) (88) (75) (64) (55)
Other OPErating EXPENSES..........v.vveeveeeeeeeeeeeesssssrsseens (956)  (1,043) (872 (606)  (387)
Total operating EXPeNnSES.........ccoevcveveeveeneeeseseeesenas (2,650) (2,890)  (2,444) (3,335) (2,555)
Operating profit beforeincometax.........cccceeeeveeunene 699 762 625 810 720
Income tax (EXPENSE)/DENEFit...........covvvevereereereresee. (60) (65) 32 (60) (63)
Profit from ordinary activities after income tax 639 697 657 750 657
Profit from discontinued operations after income tax - - - 15,030 894
Profit from ordinary activities and discontinued
operations after iNCoOMe taX........cocuvvevererenererieeienn 639 697 657 15,780 1,551
Profit attributable to minority interest (12) (13) (48) (50) (57)
Profit attributable to equity holders of Macquarie
Bank Limited ......c.ccovvveiriieineieesee e 627 684 609 15,730 1,494
Distributions paid or provided on Macquarie |ncome
SECUMTIES w..vvvvvevvesseeseessses s (19) (21) (33 34 _ 38D
Profit attributable to ordinary equity holders of
Macquarie Bank Limited..........coooowreeeeeereereesnenennn. 608 663 576 15696 1,463

! Conversions of Austraian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2010, which

is US$0.9169 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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Balance Sheets

Asat
Mar 2010 Mar 2010  Mar 2009° Mar 2008° Mar 2007°
ussm* A$m A$m A$m A$m

ASSETS
Cash and balances with central banks - - 141 7 3
Due frombanks ........cccceievrienieneesecee e 5,951 6,490 10,169 7,169 6,120
Cash collateral on securities borrowed and reverse

repurchase agreements........ccoceveveeeveeeeeeeeseeeeseenens 5578 6,084 4,534 21,278 25,909
Trading portfolio @SSetS......ccovvvvvevereceeece e 10,383 11,324 8,772 15,225 15,518
L oan assets held at amortized cost 40,155 43,794 43,922 46,848 45,796
Other financial assets at fair value through profit

or loss 6,533 7,125 5,541 3,635 2,779
Derivative financial instruments — positive values 19,750 21,540 27,335 20,952 11,913
Other @SSELS.....civieeievieeete e 6,713 7,321 4,341 3,925 10,444
Investment securities available for sale 15,368 16,761 14,544 14,736 6,060
INtaNgiblE @SSELS........oviiieiieecee e 869 948 337 133 100
Life investment contracts and other unit holder

assets 4,451 4,854 4,314 5,705 5,847
Due from related MGL entities 2,192 2,391 4,647 10,568 -
Interest in associates and joint ventures using the

equity MEethod.......cccveveeeeeerere e 839 915 1,571 1,956 4,071
Property, plant and equipment 127 139 88 44 378
Deferred income tax assets 342 373 93 78 457
Assets and disposal groups classified as held for

sale 47 51 56 35 994
Total @SSELS..cvieieireeeierier s 119,298 130,110 130,405 152,294 136,389
LIABILITIES
DUETO DANKS.....ceceicieiee e 1,987 2,167 3,264 3,749 4,127
Cash collateral on securities lent and repurchase

BOEEMENES ..veveeeieree et 6,603 7,201 3,881 13,469 7,489
Trading portfolio liabilities..........coeevvineienineisene, 4,512 4,921 1,980 10,716 15,922
Derivative financial instruments — negative

VAIUBS ...ttt st sne e 19,836 21,634 27,273 21,154 11,069
DEPOSIES ..eeveeeterie ettt 20,436 22,288 21,603 15,565 12,403
Debt issued at amortized COSt .......ccoovvvrvreeereereeeenes 36,133 39,408 48,270 54,763 51,365
Other financial liabilities at fair value through

Profit OF 10SS.......ccveiviiei e 6,1 2,407 2,625 3,878 6,271 5,552
Other l1abIlItiES ..o 6,168 6,727 4,001 4,120 11,958
Current tax liabilitieS.........ccoeeveiieiieieecece e 70 76 111 27 132
Life investment contracts and other unit holder

1Tz 1 1L =SSR 4,460 4,864 4,312 5,689 5,781
Duetorelated MGL entitieS.......cccccevvereeenieresereeennnn. 7,343 8,008 3,332 7,769 -
PrOVISIONS ..ot 65 71 76 87 153
Deferred income tax liabilities..........ccooeevvececeeceennene, 250 273 72 193 78
Liabilities of disposal groups classified as held for

2 L= T 8 9 - - 170
Total liabilities excluding loan capital ..................... 110,278 120,272 122,053 143,572 126,199
Loan capital........cccoeveeneneeereeee e
Subordinated debt at amortized cost..........ccccveeeveenene. 830 905 1,491 1,691 1,783
Subordinated debt at fair value through profit and

[OSS ...t 458 499 451 646 888
Total [1abilitieS ....cccvvireirereee s 111,566 121,676 123995 145909 128,870
NEL ASSELS ....oovveveeeveasseseessssses s 7,734 8,434 6,410 6,385 7,519
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EQUITY

Contributed eqUILY .....ccccceveee e
Ordinary share capital..........coeeevrerenereiereneeseseeens 6,047 6,595 4,560 3,604 3,103
Treasury SNarES.......ccccoeiereeeieeie e - - - - @)
Macquarie Income SECUMtIES ........ccoeverererenireenes 359 391 391 391 391
RESEIVES....ceeieterieeee et (156) (170) (201) 182 380
REtANEd €AMNINGS .......vevevieersiereieese et 1,406 1,533 1,250 1,374 2,795
Total capital and reserves attributable to equity

hOIAErS Of MBL ....ovveiciiceseeeieseie e 7,655 8,349 6,000 5,951 6,662
MiINOKtY INEEIESE ......cvuvvveceieereeeie et 78 85 410 834 857
Total EQUITY .o 7,734 8,434 6,410 6,385 7,519
Other Financial Data

Asat
Mar 2010 Mar 2009 Mar 2008 Mar 2007

Ratios
Net loan losses as a percentage of 10an assets(%)° .........cocveverereennen. 0.8 17 0.6 04
Ratio of earnings to fixed charges®............ouvvveeeeeeeeeeeeeee s, 1.7x 1.1x 1.1x 1.2x
EXPENSefinCoME ratio(%6)* ..........vveeeeeeeeeseeeeeeeeseeseessesseseeseesneseesnessessens 79.1 79.6 80.5 78.0
Tier 1 regulatory capital adequacy ratio(%6) .........ceevveeeeereereerereenenns 115 114 124 —
Total regulatory capital adequacy ratio(%0).........cccererrererrerieereereeniene 133 144 17.7 —
1

Conversions of Austraian dollars to US dollars have been made at the noon buying rate at the close of business on March 31, 2010, which
is US$0.9169 per A$1.00. See “Exchange Rates’ for further information on the historical rates of exchange between the Australian dollar
and the US dollar.

2 Net loan losses as a percentage of 10an assets excludes amounts relating to mortgage securitization special purpose entities. Our exposurein
relation to these entitiesis largely mitigated by credit insurance. Loan lossesin these vehicles are not material.

8 For the purposes of computing ratios, earnings consist of net profit before interest costs, operating lease rental payments, income tax and
minority interest. Fixed charges consist of interest costs plus rental payments under operating leases.

4

Total operating expenses expressed as a percentage of total operating income.
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MACQUARIE BANK LIMITED
Overview

MBL is headquartered in Sydney, Australia and is an APRA-regulated ADI that, directly and through
subsidiaries, engages in Australian and international financial services businesses through four operating groups and
two divisions: the Fixed Income, Currencies & Commaodities, Macquarie Securities (excluding the Cash division),
Banking & Financial Services and Macquarie Funds operating groups and the Corporate & Asset Finance and Real
Estate Banking divisions.

At March 31, 2010, MBL employed over 5,970 staff, had total assets of A$130.1 billion and total equity of
A%$8.4 billion. For the 2010 fiscal year, our net operating income was A$3.7 billion and profit attributable to
ordinary equity holders of MBL was A$663 million.

Asat March 31, 2010, MBL conducted its operations directly and through approximately 780 subsidiariesin 19
countries, with 37% of MBL Group’s revenues from external customers derived from regions outside of Australia.
See“— Our Business — Regional Activity” 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 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 ASX Debt Listings.

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 businessis +612-8232-3333.

Trading Conditions and Market Update

Operating conditions continued to improve during the 2010 fiscal year, which led to greater activity across
many of our businesses. Equity market trading conditions improved across Australia and Asia, which contributed
favorably to our Asia-Pacific equities and funds management businesses, including our growing retail franchise,
while such conditions in the United States and Europe remained subdued.

Energy and commaodity market conditions generally improved in the 2010 fiscal year, as metal prices continued
to rise, while foreign exchange volumes remained depressed. United States credit trading markets rallied alongside
equity markets while dislocation of global credit markets, together with the scale back of lending activities by
financial ingtitutions, provided opportunities for our corporate and asset finance business to acquire discounted
portfolios.

For a discussion of the impact of trading and market conditions on our results of operation and financial
condition for the 2010 fiscal year, see “Management’s Discussion and Analysis of Results of Operation and
Financial Condition — Y ear ended March 31, 2010 compared to year ended March 31, 2009 — Results overview”
below for further information.

Recent Developments
On April 14, 2010, MGL Group announced that it had entered into an agreement to acquire a US$1,671 million

aircraft operating lease portfolio from International Lease Finance Corporation (“ILFC”), a subsidiary of American
International Group, Inc. (“AlG"). The portfolio will be managed by Macquarie Leasing, a division of Corporate &
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Asset Finance in MBL Group. The acquisition is expected to be completed over the remainder of calendar 2010,
subject to customary closing conditions.

On April 22, 2010, unitholders of investments in the Macquarie Cash Management Trust (“CMT”) approved the
conversion of the CMT to an at call Cash Management Account (“CMA") with MBL. The conversion is scheduled
to take place on July 31, 2010. See “Management’s Discussion and Analysis of Results of Operation and Financial
Condition — Liquidity — Funding Transactions — Recent funding developments” below for further information.

On April 30, 2010, MGL Group announced that it had acquired a portfolio of retail auto leases and |oans from
GMAC Austrdia, the Australian auto finance subsidiary of GMAC Inc. The portfolio, comprised of loans and |eases
for approximately 60,000 cars, has a value of approximately A$1 billion and will be managed by Macquarie
Leasing, adivision of Corporate & Asset Finance.

Organizational Structure

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

MGL Group provides shared services to both the Banking Group and the Non-Banking Group through the
Corporate segment which provides infrastructure, head office and central services support functions. The Corporate
segment is not considered an operating group and comprises three central functions: Corporate Affairs, Risk
Management and Information Technology.

The following diagram shows the organizational structure of MGL Group, and reflects the composition of the
Banking and Non-Banking Groups as at March 31, 2010.

Macquarie Group Limited
Board of Directors

Macquarie Bank Limited
® Non-Operating Holding Company (NOHC) [V e
® Non-Banking Group business Managing Director and CEQ

= Banking Group business Macquarie Bank Limited

Micholas Moo

Central functions Managing Director and CEO
Macquarie Group Limited
Deputy Managing Director
Richard Shappard
Fived Incomsa, Banking and Macquaria Corporate Real Estate
Currencies and Financial Funds Group and Assot Banking
Commodities Services Finance Diwision
Group Group ; Division

Sharruira Bt

Sgwivimer Dovamr Peter Wb Wiloamarsyako Garry Famcl Bawres

Risk Management Group

Steyshen Alen, TRy

Corporate AMfairs Group

Intormation Technology Group
Mgl Syt IO
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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 alocation 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 profitahility, the diversification of our businesses and our geographic spread has been supported
by the following key strengths:

Leading Australian and strong international franchise. We are aleading Australian financial services
firm that provides diverse financial services in Australia, with particular strengths in funds
management, infrastructure, project advisory work and 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 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 with its headquarters in
Australia. See“— Our History and Evolution” below for further information.

Srong brand and reputation. We believe our business successes have resulted in us achieving alevel
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. MGL Group'’s diverse sources of income include the following:

e Feeand commission income, including:
e Brokerage fee income from Banking & Financial Services;
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 Banking & Financial Services and Macquarie

Funds;

e Macquarie Wrap and other administration fee income from Banking & Financial Services;
and

e  Structuring fee income from Macquarie Funds' structured financial products;

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 the loan books and margin and equities lending assets 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 Equity accounted income from principal investments in assets and businesses where significant
influence is present; and

e Other income from the sale of asset and equity investments, gains on the deconsolidation of
controlled entities and operating lease income.
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Geographic diversity. As at March 31, 2010, we employed over 5,970 people in 19 countries. Of
those staff, 41% were located in offshore markets. As MBL Group has expanded, we have applied
the resources and experience of aglobal 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. As aresult of the market
disruption experienced in late calendar 2008 and through calendar 2009, we have taken advantage of
several acquisition opportunities which we believe will strengthen our product offering and global
presence. We believe that these acquisitions complement our existing expertise in areas such as
energy, financia ingtitutions and funds management. For further details of significant acquisitions
see, “— 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 redlizing 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 consists of providing services to our clients rather
than engaging in principal activities.

Srong Capital Position. MBL isregulated asan ADI by APRA and, asaresult, is subject to APRA’s
capital adequacy requirements. At March 31, 2010, MBL had a Tier 1 capital ratio of 11.5% and a
total capital ratio of 13.3%.

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 believeto be a
calculated and controlled framework. Our risk management framework is described in Note 41 to our
2010 annual financial statements and in the “Risk Management Report” in the extracts from the 2010
Annual Report of MGL. While our approach to risk is embedded across all business units, Risk
Management manages the key risks applicable to the entire MGL Group aong 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 prudentia limits that, where appropriate, are approved by our Executive Committee
and Board.
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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 Frequent monitoring. Risk Management uses centralized systems to monitor credit and market
risk 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, the alignment of
interests with shareholders, investors and staff and 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.
The approach alows usto be flexible in entering into new business sectors and regions as opportunities emerge and
to expand our existing businessesin 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 MGL through the Services Agreements with the Banking Group and the Non-Banking Group. It is the
responsibility of our centralized Risk Management group to implement appropriate assessment and management
policiesin respect of these risks throughout MBL Group.

Historically, our growth has been principally organic and not driven by significant acquisitions, although from
time to time, we have made strategic acquisitions and continually examine investment opportunities. QOrganic
growth has continued throughout the 2010 fiscal year with director level hires made across several businesses and
regions. We aso completed a number of strategic acquisitions during the 2010 fiscal year in response to changing
market conditions and opportunities that arose, as described below under “— Our History and Evolution”. We
expect to continue to assess strategic acquisition opportunities as they arise and explore these as an avenue of
growth and diversification for MBL Group in the medium term.

Our History and Evolution

MBL Group was founded in 1969 as Hill Samuel Australia Limited, a wholly-owned subsidiary of UK
merchant bank Hill Samuel & Co Ltd. We obtained an Australian banking license as MBL in 1985 and in 1996,
MBL was publicly listed on the ASX.

On November 13, 2007, following the Restructure, MGL became the holding company of MBL Group and
MGL Group succeeded to all of MBL Group’s businesses. As MGL is the successor to MBL Group's businesses,
the historical financia statements of MBL Group reflect the historical results of operation and financial condition of
MGL Group's businesses. For further information on the Restructure see “— Relationship between MBL and
MGL” below.

Since listing, a number of strategic acquisitions have contributed to MBL Group's growth and development.
These include but are not limited to:

e theacquisition of the cash equities business of ING Group (Asia) in the 2004 fisca year;
e theacquisition of CIT Systems Leasing in the United Statesin the 2008 fiscal year;

e the acquisition of Constellation Energy’ s downstream natural gas trading operations in North America
in the 2009 fiscal year; and

e the acquisitions of Delaware Investments in the United States, Blackmont in Canada and Sal.
Oppenheim’s equity derivatives and structured products business in Europe in the 2010 fiscal
year.
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In addition to these strategic acquisitions, organic growth was achieved in the 2010 fiscal year through the
hiring of individuals and teams with extensive experience in targeted industries, adding greater regional depth to key
businesses. This allowed many of our businesses to expand their product offerings internationally.

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 2010 fiscal year, see “Financial Information Presentation
— Impact of acquisitions on the 2010 fiscal year” above.

For further information on regional growth during the 2010 fiscal year, see “— Our Business — Regional
Activity” below for further information.

Our Business
Overview of MBL Group

For the 2010 fiscal year, our net operating income was A$3.7 billion. Our profit after tax attributable to
ordinary equity holdersfor the 2010 fiscal year was A$663 million.

The tables below show the relative revenues from external customers and profit contribution of each of our
current operating groups in 2010 and 2009:

Revenues from external customers of MBL Group® by operating group for the years
ended March 31, 2010 and 2009

Year ended
Mar 10 Mar 09 M ovement
ASm A$m %

Fixed Income, Currencies &

COMMOAItIES ... 1,790 1,877 (5)
Macquarie Securities (excluding the Cash
AIVISION)..coiiceiciccee s 489 675 (28)
Banking & Financia Services........cc.coeuee. 2,242 3,439 (35
Macquarie FUNds.........ccoceveieienennncnene 1,132 718 58
Macquarie Capital ..........ccoceveererierieeierien 6 97 (94)
Corporate & Asset Finance®..............coo........ 955 397 141
Real Estate Banking®..........cccocovvevvevreennnn. 144 279 (48)
Total revenues from external customers

by operating group ......ccccoeeveerereenienae 6,758 7,482 (20)
COMPOIALE’......ooeveereeeerereereeseer e eereeesen e, 985 2,110 (53)
Total revenue from external customers.... 7,743 9,592 (19)

Profit contribution of MBL Group by operating group for the years ended March 31, 2010 and 2009*

Year ended
Mar 10 Mar 09 Movement®
A$m A$m %

Fixed Income, Currencies &

COMMOGItIES? ... 736 553 33
Macquarie Securities (excluding the

Cash division).......cccceevveeeeveee e 116 78 49
Banking & Financial Services..........ccccoeue... 268 (104) large
Macquarie FUNS..........cccoereeeneneneneeneee 84 93 (20)
Macquarie Capital ..........ccooereerierieeiereren (49) 133 (137)
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Year ended

Mar 10 Mar 09 Movement®
A$m A$m %

Corporate & Asset Finance®........................ 259 84 208

Real Estate Banking’ ...........cccovveevevneeeeenenn. (151) (355) 57
Total contribution to profit by

OPErating group ....cccoeveeereneeermneenereereenns 1,263 482 162

COFPOIBLE. ... (600) 94 large

Net profit after taX.......ooceeeeeeeeeerreereeeereennen. 663 576 15

For further information on our segment reporting, see “Management’s Discussion and Analysis of Results of Operations and Financia
Condition — Year ended March 31, 2010 compared to year ended March 31, 2009 — Segment Overview” and Note 3 to our 2010 annual
financial statements.

In September 2009, Treasury & Commodities was renamed Fixed Income, Currencies & Commodities.

In September 2008, the Corporate & Asset Finance division was formed from the separation of Macquarie Capital Finance division from
Macquarie Capital .

In January 2009, the majority of staff from our Real Estate operating group and several of our responsible entities were transferred to
Macquarie Capital and became part of the Non-Banking Group. The Real Estate staff and assets remaining in MBL Group on January 1,
2009 were amalgamated to form the Real Estate Banking division on March 31, 2010.

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 minority 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.

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

At March 31, 2010, MBL Group employed over 5,970 staff globally and conducted its operations in 19
countries.

In the 2010 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 2010 and 2009 fiscal years.

Revenues from external customers of MBL Group® by region for the years ended March 31, 2010 and 2009

EUROPE, MIDDLE EAST
& AFRICA

Revenuel: $A1,036m (14% of total) Revenuel: $A708m (9% of total) Revenuel: $A1,101m (14% of total

Staff: 356 Staff: 269

AUSTRALIA

Revenuel: $A4,898m (63% of total)
Staff: 3,496

For further information on our segment reporting, see “Management’s Discussion and Analysis of Results of Operations and Financial
Condition — Year ended March 31, 2010 compared to year ended March 31, 2009 — Segment Overview” and Note 3 to our 2010 annual
financial statements.
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Australia.  MBL Group, the predecessor of MGL Group, was founded in Australia in 1969 and began
operations in Sydney in January 1970 with only 3 staff. Asat March 31, 2010, MBL Group employed over 3,400
staff across Australia. In the 2010 fiscal year, Australia contributed A$4.9 hillion (63%) of our revenues from
external customers as compared to A$6.9 billion (72%) for the 2009 fiscal year.

The Americas. MBL Group has been active in the Americas for over a decade, when we established our first
office in New York in 1994. As at March 31, 2010, MBL Group employed over 1,800 staff across the United
States, Canada, Mexico, Brazil and Argentina. In the 2010 fiscal year, the Americas contributed A$1.1 hillion
(14%) of our revenues from external customers as compared to A$864 million (9%) for the 2009 fiscal year.

Asia. MBL Group has been active in Asiafor more than 15 years, when we established our first officein Hong
Kong. Asat March 31, 2010, MBL Group employed over 250 staff in 14 locations across China, Hong Kong, New
Zealand, India, Indonesia, Japan, Korea, Malaysia, New Zealand, the Philippines, Singapore, Taiwan and Thailand.
In the 2010 fiscal year, Asia contributed A$700 million (9%) of our revenues from external customers as compared
to A$547 million (6%) for the 2009 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, 2010, MBL Group employed over 350 staff across the
United Kingdom, Germany, France, Luxembourg, the Netherlands, Sweden, Austria, Switzerland, South Africa,
Abu Dhabi and Dubai. In the 2010 fiscal year, Europe, Middle East & Africa contributed A$1.0 hillion (14%) of
our revenues from external customersin line with A$1.3 billion (14%) for the 2009 fiscal year.

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.

Fixed Income, Currencies & Commoditiesis primarily aclient and counterparty driven business, with market
making activities undertaken to support customer transactions. To the extent Fixed Income, Currencies &
Commodities acts as principal, it does so in accordance with predetermined limits. Fixed Income, Currencies &
Commodities provides clients globally with over the counter and structured hedging and financing solutions across a
number of markets. Fixed Income, Currencies & Commodities activitiesinclude trading and related activitiesin a
broad range of financial and commodity markets. Fixed Income, Currencies & Commodities focuses on selective
geographic expansion and continued product innovation in its chosen markets.

In the 2010 fiscal year, Fixed Income, Currencies & Commaodities contributed A$736 million to MBL Group’s
profit and as at March 31, 2010, had 696 MBL staff operating across 12 countries, including Australia, the United
States, Canada, the United Kingdom, Japan, Singapore and Brazil.

Fixed Income, Currencies & Commaodities comprises the following divisions:

Energy Markets. Energy Markets operates in London, Sydney, Melbourne, Houston, Calgary, Denver, New
Y ork, Singapore, Seoul and Tokyo providing risk management, trading and financing solutions to a broad customer
base which includes producers, refiners, airlines, shipping companies and other large energy consumers. Traded
energy products include crude ail, fuel oil, heating oil, gasoline, distillates (gas oil and jet fuel), naphtha, coal and
natural gas. Energy Markets is also active in physical and financial gas and electricity trading in North America
through subsidiary Macquarie Energy (formerly Macquarie Cook Energy, and Macquarie Cook Power), a top 5
participant in the North American wholesale gas market and has recently started a physical oil trading business in
Asia. Energy Markets provides power and gas services in select European markets through the Utility Services
business.

Metals and Energy Capital. Metals and Energy Capital operates in Sydney, Perth, London, New York,
Houston, Tokyo, Calgary, Toronto and Vancouver providing principal equity and debt finance to the global metals
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and energy sectors, financing advanced exploration, feasibility studies, project development and operations, working
capital, inventory/stockpiles, acquisitions and bonded warehousing. In addition, Metals and Energy Capital provides
spot, forward and option price making and structured hedging facilities in precious metals, base metals and other
select commodities and, in conjunction with Energy Markets, in gas, oil and coal. Operating on a 24-hour basis, the
division is a price-maker to the professional market in base and precious metals and is a principal provider of
liquidity in the Asian time zone. 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.

Credit Trading. Credit Trading operates in New York and London and facilitates client transactions with
institutional investors and makes markets in corporate debt securities, credit default swaps, syndicated bank |oans,
collateralised debt obligations, asset-backed/mortgage-based securities and derivatives of these products. Credit
Trading services hedge funds, mutual funds, insurance companies, banks and financial companies across a range of
industry speciaties including healthcare, consumer/retail, energy/utilities, gaming/leisure, commodities/metals,
infrastructure/transport, real estate and telecoms.

Foreign Exchange. Foreign Exchange provides 24-hour interbank price-making services in all currency pairs
from one central dealing room in Sydney. Foreign Exchange also provides risk management services across all of
these currencies and tailor-made products to corporates and institutions in Australia and globally. Foreign Exchange
also provides wholesale and retail currencies delivery and technology platforms in Australia, New Zealand, Japan
and North America.

Debt Markets. Debt Markets operates in Sydney, Melbourne, London and New Y ork, arranging and placing
primary market debt for clients, and providing secondary market liquidity in government, inflation-linked, corporate,
global, mortgage and asset-backed securities. It also provides risk management solutions through structured
securities and derivative-based products relating to credit and interest rate risk.

The Debt Markets division merged with the Foreign Exchange division on April 1, 2010, to become the Fixed
Income & Currencies division.

Emerging Markets. Emerging Markets provides a full suite of services to ingtitutional and local market
participants in emerging markets globally. Salesand trading teams in Miami, New York and London provide
execution, custody, derivatives, financing and structured products over emerging markets bonds, credit, distressed
debt, interest rates and foreign exchange as well as high yield and high grade products. The team also arranges OTC
derivatives over equities, currencies and commodities and distributes Macquarie's structured products and funds.
The Private Capital Markets and Advisory team provide specialized services in financing solutions, debt acquisitions
and selective capital partnering in addition to establishing and managing investment vehicles and distressed asset
opportunities in emerging markets. Emerging Markets also makes principa investments, including interests in
emerging market funds and related ventures.

Agricultural Commodities. Agricultural Commodities is aglobal business, with professional staff based in New
York, Sao Paolo, Ribeirao Preto, London, Singapore, Sydney and Melbourne. The division provides risk
management, trading and selected physical commodity solutions to a broad customer base. Agricultural
Commodities expertise includes agricultural commodities (grains, soy complex, sugar, coffee, cocoa and ethanol) as
well as physical and financial dry and wet freight. 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 US.

Futures. Futures provides a full range of broking and clearing services for Australian and international futures
exchange. Futuresis selectively pursuing growth opportunities in offshore markets. Futures makes extensive use of
proprietary technology to provide clients with customized execution and clearing solutions, including direct market
access and straight-through processing. Futures operates from offices in Sydney, Melbourne, Brisbane, London,
New Y ork, Chicago, Hong Kong and Seoul.
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Central. Central serves as an incubator for various non-division specific or early stage or cross-divisional
initiatives as well as housing various MGL Group-wide servicesincluding:

e Environmenta Financial Products globa team, 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
Zedland and Japan. With dedicated, full-time trading and structuring teams in Sydney, London and
Houston working with Environmental Financial Products project origination team in Asia and Europe,
Fixed Income, Currencies & Commaodities offers 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 a so 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 alliances.

Sgnificant acquisitions and organic growth

There were no significant acquisitions in Fixed Income, Currencies & Commodities during the 2010 fiscal year,

however, on April 1, 2010, MGL Group announced the acquisition of substantially all of the wholesale electric
marketing and trading portfolio of Integrys Energy Services, Inc. (“Integrys Energy”) including various power
transactions, products and trading positions (including physical forwards, financial transmission rights and
derivatives) by Macquarie Energy. The acquisition was completed and integrated in Energy Markets on
March 31, 2010.

In the 2010 fiscal year, Fixed Income, Currencies & Commodities:

e continued to consolidate its North American gas and power franchise in Macquarie Energy;

e expanded into physical oil trading in Singapore;

e expanded its physical shipping and freight capabilities;

e added the provision of corporate banking, foreign exchange and other trading services to Korean corporate
and ingtitutional clients after MBL obtaining a licence to offer banking servicesin Korea; and

e extended into client sales and trading in the New Y ork based credit trading business.
Macquarie Securities (excluding the Cash division)

Macquarie Securities is in MBL Group and offers equity linked investments, trading products and risk
management services, equity finance, arbitrage trading and synthetic products.

Macquarie Securities contributed A$116 million to MBL Group's profit in the 2010 fiscal year and as at March

31, 2010, had 97 MBL staff operating across 6 countries, including Australia, Hong Kong, Singapore and the United
Kingdom.
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Macquarie Securitiesin MBL Group comprises the following division:

Derivatives DeltaOne Trading. The Derivatives DeltaOne Trading division combines MGL Group's
institutional and retail derivatives, structured equity finance, arbitrage trading, synthetic product businesses and
global securities finance. Globa 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 also has a cash equities business that operates within the Non-Banking Group.
Sgnificant acquisitions and organic growth in the Derivatives DeltaOne Trading division

During the year, Macquarie Securities Derivatives DeltaOne Trading division continued to grow its global
platform both organically and via the acquisition of Sal. Oppenheim.

Sal. Oppenheim. The acquisition of Sal. Oppenheim’s equity derivatives and structured products business on
April 6, 2010, following our balance sheet date, has added more than 90 new staff to the Derivatives DeltaOne
Trading division across Switzerland and Germany and complements Macquarie Securities existing Asian derivatives
operation as well as adding a wider set of products to its growing European business. The business has market
making and issuance operations on exchanges in Germany, Switzerland, Austria and Italy.

This acquisition is in the process of being integrated into the Macquarie Securities platform and as it was
completed after the balance sheet date of March 31, 2010, it has not had any impact on Macquarie Securities' results
of operation for the 2010 fiscal year.

Macquarie Securities continued to grow its market share and made 4 selective MBL director level hires during
the 2010 fiscal year.

Banking & Financial Services

Banking & Financia Services is in the Banking Group and is the primary relationship manager for MBL
Group'sretail 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 isto develop an integrated suite of advice, wealth management
and lending products and services, to build broader and more valuable client relationships.

Banking & Financia Services contributed A$268 million to MBL Group's profit in the 2010 fiscal year and as
at March 31, 2010 had 3,261 staff operating across 10 countries, including Australia, Canada, United Kingdom,
New Zealand and Singapore.

At March 31, 2010, Banking & Financial Services total assets under administration, advice and management
(including loan and deposit portfolio) was A$120.0 billion which was up from A$98.4 billion a March 31, 2009.

Banking & Financial Services comprises the following seven divisions:

Macquarie Adviser Services. Macquarie Adviser Services manages relationships with externa 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$3.6 billion CMA, the A$10 billion
CMT and the Macquarie Wrap administration service which had A$22.5 billion in funds under administration each
at March 31, 2010.

Macquarie Direct. Macquarie Direct provides a range of consumer and financial products for clients in
Audtralia.  This includes Macquarie credit cards, self directed stock broking through an online trading platform,
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Macquarie Edge, established in August 2009 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 awhite label partnering

capability.

Macquarie Global Investments. Macquarie Global Investments provides Banking & Financial Services with
product development capabilities for retail and wholesale investors globally. 1t currently has responsibility for MGL
Group’s ownership of New Zealand fund manager Brook Asset Management and its 19.9% shareholding of equities
manager Omega Global Investors. This division includes the Macquarie Professional Series, Macquarie Private
Portfolio Management and the Macquarie Pastoral Fund.

Macquarie Private Wealth. Macquarie Private Wealth maintains direct relationships with clients offering a
range of services including full-service and online broking, strategic financia 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 asits client numbers. Macquarie Private Wealth currently has a 51% interest in online
foreign exchange company OzForex which also has subsidiary outlets UKForex and Canadian Forex. Macquarie
Private Wealth has entered into a strategic partnership with WHK, a listed Australasian financial services company,
and a member of Horwath International .

Macquarie Business Banking. Macquarie Business 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 Business Banking also provides Premium Funding services.

BFS Europe and Asia. BFS Europe and Asiais responsible for expanding Banking & Financia Services wealth
management business into the Asian, United Kingdom and European markets. It has ajoint 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. It has launched a premium platform service in the United Kingdom.

BFS North America. BFS North America is responsible for expanding Banking & Financial Services
mortgages, banking, premium funding and the new Macquarie Private Wealth Canada into the North American
market. BFS North America also operates our Canadian Mortgages business, which has grown significantly over
the past year.

Sgnificant acquisitions and organic growth

During the 2010 fiscal year, Banking & Financia Services selectively recruited 33 director level hires as part of
MGL Group’s expansion into the United Kingdom and Asian financial services markets, and in specialist areas such
asinsurance and in service and operationsin Australiaand Asia.

In addition, Banking & Financial Services continued to develop its product offering in new international
markets, acquiring Canadian financial services company Blackmont, building a wealth management and business
banking capability to target segments in the Canadian market and opening a new office in Bristol, United Kingdom
from which it will provide increased business lending services to the United Kingdom insurance broking industry.
In addition, the Australian mortgages business has also launched an enhanced mortgages offering to new clients in
Australia and Banking & Financial Services is writing increased mortgage volumes in its Canadian mortgage
business.

In December 2009, MGL Group completed its acquisition of Blackmont, a Canadian wealth management
business headquartered in Toronto with retail branches in 12 locations, from Cl Financial for a cash payment of
C$102.8 million (US$95.6 million). Blackmont was one of the largest independent, full service investment deaers
in Canada with approximately 410 employees, including a network of more than 130 investment advisers.
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Blackmont also operated a capital markets division that provides ingtitutional and corporate clients with capital
markets, advisory, equity research, sales and trading services.

As at March 31, 2010, the Blackmont integration was well advanced and the business had total assets under
management of C$8.25 billion (up 5% since acquisition), 144 additional advisers and had expanded MBL Groups
research coverage from 100 stocks to approximately 450 across Canada and the United States. The impact of the
Blackmont acquisition on Banking & Financial Services' result for the year ending March 31, 2010 was immaterial.
See “Management’ s Discussion and Analysis of Results of Operation and Financial Condition — Y ear ended March
31, 2010 compared to year ended March 31, 2009 — Segment overview — Banking & Financial Services’ for
further information.

On April 22, 2010, unitholders in the CMT approved the conversion of their investments in the CMT to the
CMA effective July 31, 2010. See “Macquarie Group Limited — Recent Developments’ and “Management’s
Discussion and Analysis of Results of Operation and Financial Condition — Liquidity — Funding Transactions —
Recent funding developments’ below for further information.

Macquarie Funds

Macquarie Funds is in the Banking Group and encompasses MBL Group's funds-management and funds based
structured products business.

Macquarie Funds is a full service fund manager that manages assets for institutional and retail investors.
Macquarie Funds offers a diverse range of products including managed funds across a wide range of asset classes,
funds based structured products, hedge funds and fund of funds. With a strong client focus, disciplined investment
processes and proven success in product innovation, Macquarie Funds is building its reputation as a leading provider
of investment solutions on a global scale.

Macquarie Funds contributed A$84 million to MBL Group’s profit in the 2010 fiscal year and as at March 31,
2010 had 1,074 MBL staff operating across 10 countries, including Australia, United States, United Kingdom and
Hong Kong.

Asat March 31, 2010, Macquarie Funds had Assets under Management of over A$209.9 hillion.
Macquarie Funds comprises the following seven divisions:

Listed Equities. The Listed Equities team has more than 50 investment professionals located in Australia, Asia
and the United States and manages equities across the full spectrum of domestic and international funds. The
investment process has evolved to be a combination of quantitative and fundamental strategies.

Fixed Income, Currency and Commodities Asset Management. The Fixed Income, Currency and Commodities
Asset Management team is a global fixed income manager, with over 60 investment professionals in Australia,
United States and United Kingdom and is one of Australia's largest cash and fixed income managers. The team
manages a vast array of fixed income products for the United States and Australian market, along with currency
products spanning from passive to dynamic investment strategies, and an active hedge fund. The
team’ s Commodities capabilities are headquartered in London, where it manages index and hedge fund products.

Infrastructure Securities. The Infrastructure Securities team of approximately 20 investment professionals,
based in Sydney and New Y ork, specializes in the management of global and emerging market listed infrastructure
securities.

Real Estate Securities. The Real Estate Securities team offers listed real estate securities investment solutions

managed by a dedicated and experienced global real estate securities team with 15 investment professionals in the
United States, Europe, Asiaand Australia.
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Fund of Funds. The Fund of Funds team offer innovative funds of private equity funds and funds of hedge
funds products using a disciplined and extensive investment process designed to provide a professionally managed
portfolio with diversified exposure to high quality private equity funds and hedge funds.

Investment Solutions and Sales. The Investment Solutions and Sales team specializes in providing a range of
market-leading investment solutions to clients. The division structures and distributes Macquarie Funds products
independently and through joint ventures globally. It has distribution capabilities and offices in Australia, Europe,
Asiaand North America. In addition, Investment Solutions and Sales provides leverage solutions to clients across a
range of underlying asset classes including funds of hedge funds. In addition, a product incubation team also sits
within this division. The incubation team focuses on identifying, recruiting and seeding exceptiona investment
talent to create new fund products.

Affiliated Managers. Macquarie Affiliated Managers specializes in growing the asset management business
through acquisitions of and partnerships with external asset managers. It pursues strategic acquisitions which can
extend the footprint of MGL Group’s broader securities asset management capabilities, as well as the purchase of
controlling stakes in specialist managers that it believes can benefit from an affiliation with MGL Group. Delaware
Investments now forms part of this business. In addition, Affiliated Managers has an interest in a specialist energy
asset manager in Korea (Macquarie-Samchully Asset Management).

Sgnificant acquisitions and organic growth

In the 2010 fiscal year, the acquisition of Delaware Investments from Lincoln Financial Corporation, added 521
employees based in the United States and Assets under Management of A$151.1 billion (as at March 31, 2010) to
Macquarie Funds globa asset management capability. For further information on the impact of the three month
contribution of Delaware Investments on Macquarie Funds result for the year ending March 31, 2010, see
“Management’s Discussion and Analysis of Results of Operation and Financial Condition — Y ear ended March 31,
2010 compared to year ended March 31, 2009 — Segment overview — Macquarie Funds’ for further information.

The business is now branded Delaware Investments, a member of Macquarie Group and to date 20 staff from
Macquarie Funds have relocated to Philadelphia and work with Delaware Investments. In the period since
acquisition, Macquarie Funds has launched the new Delaware Macquarie Global Infrastructure Fund which
combines Delaware Investments United States distribution platform with Macquarie Funds infrastructure
investment experience. Further initiatives are now underway which utilize the complementary investment expertise
and distribution platforms of Macquarie Funds and Delaware Investments.

In addition, Macquarie Funds selectively recruited 6 director level hires during the 2010 fiscal year, as part of
its organic expansion, particularly in Listed Equities and Investment Solutions and Sales divisions.

Macquarie Capital

Macquarie Capital contributed aloss of A$49 million to MBL Group’s profit in the 2010 fiscal year. The result
relates to businesses and activities that were not transferred to the Non-Banking Group as part of the Restructure.

Divisionswithin MBL Group
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.
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Corporate & Asset Finance contributed A$259 million to MBL Group'’s profit in the 2010 fiscal year and as at
March 31, 2010 had 656 MBL staff across 10 countries, including Australia, New Zealand, Korea, United States and
the United Kingdom.

As a March 31, 2010, Corporate & Asset Finance managed A$13.6 billion in lease and loan assets (A$8.3
billion at March 31, 2009), which is consistent with our strategy to grow the Corporate & Asset Finance business.

Corporate & Asset Finance comprises the following eight businesses:

Macquarie Aviation Capital. Macquarie Aviation Capital is aleasing and trading business in spare commercial
jet aircraft engines. Macquarie Aviation Capital offers lease financing, equipment trading and remarketing services
to airlines, maintenance repair and overhaul organizations, equipment manufacturers and aviation leasing companies
in Europe, the Middle East, Africa, Asia, the Pacific and the Americas. Macquarie Aviation Capital focuses on
providing operating leases and related financial products across multiple engine types to assist clients to improve
capital efficiency and flexibility, reduce fleet and technology migration costs, increase fleet management capability
and minimize market risk and equipment obsol escence risk.

Macquarie Electronics. Macquarie Electronics provides operating and finance leasing services of
semiconductor manufacturing equipment to clients in Europe, Japan, Singapore, South Korea, Taiwan and the
United States. Macquarie Electronics also uses its equipment expertise to provide remarketing servicesto 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 provides a complete technology lifecycle solution and offers equipment finance and support
services to government, large corporations and universities. Macquarie Equipment Finance also provides vendor
finance to brokers.

Macquarie Leasing. Macquarie Leasing offers services including finance leases, novated lease agreements and
commercia hire purchases to small to medium enterprises for motor vehicles and other income producing plant and
equipment. Macquarie Leasing operates out of Sydney and Melbourne.

Macquarie Lending. Macquarie Lending specializes in offering bridging and term lending facilities to large
corporate clients and acquiring debt assets where it believes the market price does not reflect the underlying quality
of therelevant asset. The lending team operates out of Sydney, London, New Y ork and Chicago.

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 adiversified portfolio of equipment and equipment leases.

Macquarie Meters. Macquarie Meters owns an extensive gas and 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 mobile technology. Clients are mgor United Kingdom energy
providers, with the business providing stable and predictable cash flows over along period of time.

Macquarie Rail. Macquarie Rail speciadizes 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
Corporate & Asset Finance continued to build strong technical expertise through 6 director level appointments
with expertise in leasing, lending, credit, legal and mergers & acquisitions. Corporate & Asset Finance also

continued to grow its aircraft, IT and motor vehicle lease portfolios, through several acquisitions during the year and
post balance sheet date.
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In October 2009, Macquarie Leasing acquired a portfolio of auto leases and loans from Ford Credit Australia.
The value of the portfolio was A$1.0 billion comprising approximately 60,000 cars. The portfolio was integrated
into the Macquarie Leasing division of Corporate & Asset Finance, and transitioned to MBL Group’s systems and
administration in January 2010.

In April 2010, post balance sheet date, Corporate & Asset Finance 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.

On April 30, 2010, MGL Group announced that it had acquired a portfolio of retail auto leases and |oans from
GMAC Australia. The portfolio, comprised of loans and leases for approximately 60,000 cars, has a value of
approximately A$1 billion.

The ILFC and GMAC transactions will be integrated into the Macquarie Aviation Capital and Macquarie
Leasing divisions of Corporate & Asset Finance, respectively.

Real Estate Banking

Real Estate Banking is a diverse, international business focused on managing balance sheet positions across a
number of locations and products. Real Estate Banking's global expertise encompasses development management,
funds management, deal sourcing, advisory, structuring and financing.

The Real Estate Banking division contributed aloss of A$151 million to MBL Group’s profit in the 2010 fiscal
year and as at March 31, 2010, had 105 MBL staff operating across 5 countries, including Australia, United States,
United Kingdom, China and Korea.

As at March 31, 2010, Rea Estate Banking managed A$5.0 billion in Assets under Management (A$14.8
billion at March 31, 2009).

Real Estate Banking includes the following activities:

Business partnerships. Real Estate Banking has an interest in MGPA, which is a private equity real estate
investment advisory company investing in Asia and Europe. MGPA advises a number of real estate investment
funds, with the largest being MGPA Fund Il that raised US$5.2 billion in equity. Rea Estate Banking has a
co-investment and asset management agreement with National Pension Service. Nationa Pension Service is
Korea's largest pension fund and the fifth largest pension fund in the world with over US$200 billion Assets under
Management. Under the agreement, National Pension Service has a right to invest up to KRW 500 billion
(approximately A$500 million) of equity in Macquarie managed Korean REITS.

Development. Real Estate Banking is also involved in real estate development projects around the world. In
Ausdtralia, it owns the developer Urban Pacific Limited and is in the Medallist joint venture with Great White Shark
Enterprises (Australia, the United States and South Africa).

Project & Development Financing. Rea Estate Banking is responsible for the procurement, underwriting and
management of real estate loans to clients for real estate projects across all major real estate sectors. Activities
include providing mezzanine finance for stabilized property, real estate project financing and joint venture equity
investments with clients.

Real Estate Banking is experienced in structuring complex transactions and creating tailored financing
solutions. It has active structured finance projects in Australia, the United Kingdom and on the west coast of the
United States.

Real Estate Banking holds MBL Group’'s ownership interests in speciaist Australian and internationa listed
and unlisted REITs. These include investmentsin:
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e Macquarie NPS REIT — South Korean wholesale REIT investing in stabilized office and retail
properties in South Korea. See “— Business partnerships’ above for further detail on Nationa
Pension Service.

e JREP — The Macquarie Goodman Japan joint venture owns 51.7% of this Japanese listed logistics
development and funds management business.

e Charter Hall Office REIT (*CQQO”) — formerly MOF, this REIT is listed on the ASX and invests in
high grade office properties across Australia, the US, Europe and Asia

e Charter Hall Retail REIT (“CQR") — formerly MCW, this REIT is listed on the ASX and invests
predominantly in grocery-anchored retail property. Current investments in Australia, New
Zealand, the US and Europe

In March 2010, MGL Group sold the mgjority of its listed Australian real estate management platform to
Charter Hall. Charter Hall acquired the management business associated with two listed real estate funds (MCW
and MOF) and three unlisted real estate funds (Macquarie Direct Property Fund, Macquarie Martin Place Trust and
Macquarie Property Income Fund), and a portion of Real Estate Banking's holding in three of these funds. Charter
Hall also acquired the asset service and property management businesses that supported the funds as well as a
portion of MGL Group’s co-investment holdings in three of the funds. Real Estate Banking retains shareholdings of
6% and 4% in CQO (formerly MOF) and CQR (formerly MCW) respectively.

On April 22, 2010, as part of the Macquarie DDR Trust (“MDT") recapitalization, Real Estate Banking sold its
ownership interest in MDT.

MDT has disclosed that its Head Trust financing facility isin covenant breach and that the lenders had advised
they were not prepared to extend the facility on its current terms. MDT entered into trading halt on March 26, 2010
and was subsequently suspended from quotation on March 30, 2010 pending the release of an announcement in
respect of continuing discussions with the lenders in respect of various alternatives to facilitate the extension of the
loan. MDT debt both at the Head Trust and portfolio level are non recourse to MGL Group. On April 22, 2010,
MDT announced that it had entered into an agreement with a new cornerstone investor, EPN GP, LLC (“EPN"), to
recapitalize and stabilize its balance sheet. On May 7, 2010, the terms of the recapitalization were announced,
comprising an A$9.5 million private placement to EPN, completed on April 22, 2010, and fully underwritten
A$198.9 million renounceable pro rata entitlement offer to eligible unitholders, which was launched on May 7,
2010. The proceeds of the recapitalization will be used to fully repay MDT's unsecured loan facilities and
derivative contracts and to facilitate the part repayment and extension of the Revolver loan facility. To facilitate the
recapitalization, MGL Group sold its 2.6% principal unitholding in MDT, and has agreed to sell its 50% interest in
Macquarie DDR Management LLC, the owner of the responsible entity of MDT, following completion of the
entitlement offer, which is expected to be June 18, 2010. The suspension of trading in MDT was lifted on May 7,
2010 following announcement of the entitlement offer. MGL Group has executed foreign exchange and interest rate
hedging contracts with MDT, which will be closed out with the proceeds of the capital raising.

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 minority interests and internal management accounting adjustments and charges.

Corporate contributed a net oss of A$600 million to MBL'’s net profit for the year ended March 31, 2010 and as
at March 31, 2010, had 4,800 staff across 18 countries.

For further information on Corporate’ s results of operation and financial condition for the year ended March 31,
2010, see “Management’s Discussion and Analysis of Results of Operation and Financial Condition — Y ear ended
March 31, 2010 compared to year ended March 31, 2009 — Segment overview — Corporate” in this Report.
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Relationship between MBL and M GL

On November 16, 2007 most of the activities of Macquarie Capital and certain less financialy significant assets
and businesses of the former Equity Markets operating group (now part of Macquarie Securities) and the former
Treasury & Commodities operating group (now part of Fixed Income, Commodities & Currencies) were transferred
to the Non-Banking Group and its intermediate holding company. The activities not transferred to the Non-Banking
Group upon Restructure, formed part of the Banking Group and our intermediate holding company, Banking
Holdco. As part of the Restructure completed on November 19, 2007, MBL became an indirect subsidiary of MGL
and MGL continues to undertake all the activities previously undertaken by MBL Group.

MBL and MGL have corporate governance and policy frameworks that meet APRA’s requirements for ADI's
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. 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.

Relationships among MGL Group members include:

e Shared Services provided in accordance with the Services Agreements, described below under “—
Shared Services’;

e thelntraGroup Loan provided by MBL to MGL as part of the Restructure see “— Intra Group Loan”
below for further information;

e certain indemnities and backstop arrangements pursuant to the Umbrella Deed provided to MBL by
MGL as part of the Restructure;

e certain tax sharing and funding deeds among MGL, MBL and Non-Banking Holdco, each dated as of
December 19, 2007,

e hedging, trading and other transactions with the Non-Banking Group;
e ddivering integrated capabilities to clients; and
e business opportunities introduced among our operating groups.

Interactions between the Banking Group and the Non-Banking Group are related party transactions which are
conducted on arm’ s-length terms and conditions in accordance with our corporate governance principles and APRA
requirements.

Shared Services

Shared services are provided to the Banking Group and the Non-Banking Group by Macquarie Group Services
Australia Pty Limited, a subsidiary of MGL, as part of outsourcing arrangements pursuant to the Service
Agreements between MGL and the Banking Group and the Non Banking Group as aresult of the Restructure.

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 |mprovement

and Strategy Services, Central Executive Services, Other Group-wide Services, Business Shared Services, and other
services as may be agreed from time to time.
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Intra Group Loan

Concurrent with and to facilitate the Restructure, on November 13, 2007, MGL entered into a A$10.1 hillion
two-year senior transitional Intra Group Loan with MBL. MGL drew down the entire available amount under the
facility on November 21, 2007. MGL is the guarantor of principal, interest and any other payments due under the
Intra Group Loan in respect of its subsidiaries that are borrowers under the facility. As at March 31, 2010, A$1.2
billion remained outstanding under the Intra Group Loan. Thisloan isto be repaid by December 2012.

The Intra Group Loan includes a negative pledge that restricts MGL or any subsidiary from incurring, issuing or
assuming any financial indebtedness if it is secured by a security interest over (i) any voting shares of Banking
Holdco or Non-Banking Holdco or any other subsidiary that is a borrower, whether such voting shares are owned
now or acquired in the future; and (ii) any right, entittement or claim of MGL to be paid, repaid or reimbursed for
any amount by a subsidiary in relation to any loan or other facility provided by MGL utilizing al or part of the
proceeds of the Intra Group Loan, in each case, without providing that MBL, as lender, shall be secured equally and
ratably with such financial indebtedness. The Intra Group Loan includes an undertaking that the consolidated net
worth of MGL and its subsidiaries shall not at any time be less than A$2.4 billion.

Interest on outstanding amounts drawn under the Intra Group Loan is payable at the base rate plus a margin.
For drawings in Australian dollars, the base rate is BBSY; for drawings in Euro, the base rate is EURIBOR; and for
drawingsin US dollars pounds sterling or Japanese yen, the baserate is LIBOR in the relevant currency.

Effective May 13, 2009, MGL and MBL agreed to vary the loan such that the balance of the loan was
redenominated to US dollars and the term extended so that such balance will be repaid in three equal installmentsin
June, September and December 2012, at the latest.

Funds M anagement Business—MBL Group

MBL Group, through Macquarie Funds, Banking & Financial Services and Rea Estate Banking 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 & Financia Services’ and “— Divisions within MBL Group — Real Estate Banking” above for further
information.

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$229.3 hillion of Assets under Management as at March 31, 2010, from
which it derived an aggregate of A$463 million of funds management base fees for the year ended March 31, 2010.

The table below illustrates MBL Group's aggregate Assets under Management by operating group, region and
industry sector as at March 31, 2010 and March 31, 2009.

Assets under Management by operating group, region and industry sector for
the years ended March 31, 2010 and March 31, 2009

Asat

Mar 10 Mar 09 M ovement®
A$m A$m %
Assetsunder Management by group
Macquarie FUNAS ..........cceeeeeeierere e 209,894 49,656 large
Banking & Financial Services™..........cocooveeveeereeeenees 14,318 19,178 (25)
Real Estate BankKing........ccocvoveeeeeevvnin v seseeseeneeneens 5,045 14,761 (66)

41



Asat

Mar 10 Mar 09 M ovement”
AS$m A$m %

Total Assetsunder Management .........cccoeevevverreerennes 229,257 83,595 174
Assetsunder Management by region

AUSITAIIA .. 63,726 61,828 3
Americas 6,898 2,259 205
Europe, Africaand Middle East .........cccooeveiiiiiciniene 149,977 9909 large
ASI ittt 8,656 9,599 (10)
Total Assetsunder Management ..........ccoeeeeevveenenens 229,257 83,595 174
Assets under Management by industry sector

INVESIMENT FUNAS........oeceeiciieeceeecee e 224,213 68,834 226
Commercial real EStae .......ccveeeveeeieeeie e 2,791 10,391 (73)
Retail real estate.........ccovvveeirerieirreees e 871 941 7
Tourism/leisure and residential real estate...................... 1,041 3,176 (67)
Industrial real estate..........cccceeeeieeiieereere e 341 253 35
Total Assetsunder Management .........c.cccevvveeeennee 229,257 83,595 174

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

The Macquarie Cash Management Trust, included in Banking & Financial Services Assets under Management above, is a Banking &
Financial Services product that is managed by Macquarie Funds. The Cash Management Trust closed at A$10.0 billion at March 31, 2010
(March 31, 2009: A$14.7 hillion).

2

Assets under Management at March 31, 2010 were A$229.3 billion, a 174% increase from A$83.6 billion at
March 31, 2009. The overall net increase in Assets under Management was driven by Macquarie Funds' acquisition
of Delaware Investments, which added A$151.1 billion to Assets under Management at March 31, 2010. Thiswas
partially offset by areduction in Assets under Management due to the strengthening of the Australian dollar against
major global currencies, which resulted in lower asset values for offshore assets.

Real Estate Banking. Real Estate Banking's Assets under Management decreased by 66% in the year ended
March 31, 2010 to A$5.0 billion from A$14.8 billion at March 31, 2009. This was largely due to the sale of the
majority of our Australian real estate management platform to Charter Hall and strengthening of the Australian
dollar resulting in lower offshore asset values as well as write-downs and disposals by some funds.

Macquarie Funds. Macquarie Funds Assets under Management increased significantly to A$209.9 billion at
March 31, 2010 from A$49.7 billion a March 31, 2009. The acquisition of Delaware Investments contributed
A$151.1 billion of Assets under Management at March 31, 2010 to the total A$160.2 hillion 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 hillion at March 31, 2010 due to new equity and fixed income mandates and the impact of rising equity
markets since March 31, 2009.

Banking & Financial Services. Banking & Financial Services Assets under Management decreased 25% to
A%$14.3 billion at March 31, 2010 from A$19.2 billion at March 31, 2009. The decrease was primarily due to the
decrease in Cash Management Trust assets to A$10.0 billion at March 31, 2010, a decrease of 32% from A$14.7
billion at March 31, 2009. This was partialy offset by a 17% increase in Assets under Management in the
Macquarie Pastoral Fund to A$509 million at March 31, 2010, from A$434 million at March 31, 2009.

The table below shows MBL Group’s total Assets under Management by fund type for the years ended March
31, 2010 and 20009.
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MBL Group Assets under Management for the years ended March 31, 2010 and March 31, 2009

Macquarie Funds
Macquarie Delaware .

Fixed Interest, Currency and Commodities

Asset Management

Listed EQUILIES.......cceoeveieiriiieciee
Investment Solutions and Sales

Infrastructure Securities

Funds of private equity funds

Real Estate Securities
Funds of hedge funds
Other Macquarie funds

Total Macquarie Funds

Banking & Financial Services
Macquarie Cash Management Trust

Macquarie Pastoral Fund...........ccccoeeeevineieienne.
Other unlisted Banking & Financial Services......

Total Banking & Financial Services
Real Estate Banking

Macquarie Office Trust *

JFREP managed funds?...........c.oceeeeeeeeeeeseeseeens
Macquarie Central Office Corporate

Restructuring REIT

Unlisted Red Estate funds...........ccoceeeveerveeinnnnne.

Total Real Estate Banking........ccccooeeevenenenienen
Total Assetsunder Management .........ccccoeeueene

Mar 10 Mar 09 M ovement®
A$m A$m %
151,129 — —
41,529 34,895 19

9,857 6,842 44
2,226 2,848 (22)
2,188 1,990 10
1,362 1,217 12
1,241 1,225 1
362 459 (21)
- 180 (100)
209,894 49,656 large
9,960 14,692 (32)
509 434 17
3,849 4,052 (5)
14,318 19,178 (25)
- 6,546 (100)
218 375 (42)
- 181 (100)
4,827 7,659 (37)
5,045 14,761 (66)
229,257 83,595 174

! MOF formed part of the Australian real estate management platform that was sold to Charter Hall effective March 1, 2010.

greater than 300%.

JREP Co. Limited is a listed fund manager on the Tokyo Stock Exchange. Through a joint venture with Goodman Group, MGL Group
acquired an interest in JREP in June 2007, and therefore its funds management activities.

“nm” indicates that the percentage change was less than 1% and therefore not meaningful and “large” indicates that actual movement was

The table below shows MBL Group's total performance and base fees for the years ended March 31, 2010 and

2000.

MBL Group performance and base fees for 2010 and 2009

MBL Group
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Year ended

Mar 10

Mar 09

Movement

%

15
200
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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 predetermined 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, generaly either S&P/ASX or MSCI indices, or a pre-determined rate of return,
typicaly 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, 2010 performance fees of A$45 million for MBL Group increased 181% from
A$16 million in the prior year. The result for the year ended March 31, 2010 included A$34 million of performance
fees from the sale of the Kukdong building by Macquarie Central Office CR-REIT.

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, 2010 compared to year ended
March 31, 2009 — Results analysis — Fee and commission income — Base and performance fees’ in this Report.

Legal 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
statements and specific provisions that we consider appropriate are made, as described in Note 37 to our 2010
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.

Competition

The financia 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 financia 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 commercia 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 aliances, 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 aso 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 financia institutions. See “Risk Factors — Our ability to retain
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.
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REGULATION AND SUPERVISION
Australia

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

Set out below is asummary of certain key Australian legidative 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 isthe 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 ingtitutions 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 is subject to prudential regulation and
supervision as such by APRA. The Australian Banking Act confers wide powers on APRA which are to be
exercised ultimately for the protection of depositors of ADIsin 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 failsto 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 creditorsin the event of awinding-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 capital
elements that fully meet all the essential characteristics of capital described above; and (2) Tier 2 or supplementary
capital, which includes other elements that, to varying degrees, fal short of the quality of Tier 1 capital but
nonethel ess 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 where applicable. APRA requires al 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 aso 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 al 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 al on- and off-balance sheet activities of the ADI and, where relevant, the ADI group as a whole
across al currencies. In carrying out its supervisory role, APRA supplements its analysis of statistical data collected
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from ADIs with selective “on site” visits and forma 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 ADIsto APRA arereliable, 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.

Aswell as MBL being subject to regulation by APRA as an ADI, MGL is subject to regulation by APRA as a
NOHC. MGL, MBL and certain other subsidiaries of MGL Group, which meet the APRA definition of “Extended
Licensed Entities’, are required to report to APRA

APRA has stipulated a capital adequacy framework that applies to MBL and other entitiesin MGL Group. In
the case of MGL Group, this framework is set out in MGL’s NOHC Authority. Measurement of capital adequacy
and MGL Group's 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. MGL 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.

Discussion Paper - APRA'’s prudential approach to ADI liquidity risk
On September 11, 2009, APRA released proposals to enhance liquidity risk management by ADIs. The
objective is to strengthen the resilience of ADIsto liquidity risk and improve APRA’s ahility to assess and monitor

ADIS liquidity risk profiles. For adescription of APRA’s current liquidity risk regulation, see“— APRA” above.

APRA has stated that the proposed changes to be incorporated as part of its revised approach to liquidity risk
areto include:

e enhanced qualitative requirements consistent with the Principles for Sound Liquidity Risk
Management and Supervision issued by the Basel Committee on Banking Supervision (“Basel
Committee”) in September 2008;

e extending the “going concern” cash flow projection requirement to al ADIs and lengthening the
projection to at least 12 months;

e strengthening the current APRA-defined stress testing to ensure ADIs meet a minimum acceptable
level of resilience, which includes:

e lengthening the minimum survival horizon for the current APRA-defined “name crisis’ scenario from
five business days to one month; and

e an additional APRA-defined three-month “market disruption” stress scenario; and

e a standardized reporting framework for collecting regular liquidity data from ADIs, including the
ability to access data at short notice in times of stress.

In December 2009, the Basel Committee on Banking Supervisions released its consultative document

International Framework for Liquidity Risk Measurement, Standards and Monitoring. APRA subsequently advised
all Australian banks in its letter of December 18, 2009 that APRA’ s approach to liquidity will be consistent with the
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proposed global framework and APRA’s next consultation paper on liquidity would be held over until the Basel
Committee’ s proposals take firmer shape.

Subject to industry consultation and ongoing international supervisory developments, APRA intends to issue
final standards and reporting forms subsequent to the Basel committee issuing their final standards which is
expected to be at the end of calendar 2010. Transition arrangements are also expected to apply as appropriate. In its
discussions on what constitutes a liquid asset for stress testing purposes, APRA proposes to adopt a definition of
liquid assets in APS 210 which is consistent with the view, of what it describes as “an emerging international
consensus amongst prudential supervisors’, that liquid assets should be high quality assets that can be readily sold or
used as collatera in private markets, even when those markets may be under stress and, as a backstop, liquid assets
should also be eligible central bank collateral for normal market operations. APRA has noted that, if it is the case
that the Australian dollar denominated stock of assets satisfying APRA’s proposed liquid asset definition is
insufficient for the aggregate need of ADIs, it will consider permitting some limited portion of the liquid asset buffer
to comprise assets that are RBA eligible collateral for normal market operations as the sole criterion.

MBL Group currently expects that if APRA’s liquidity proposals are implemented in their current form the key
implication for MBL would be the narrowing of the definition of “liquid assets” which could require it to hold lower
yielding assets such as Commonwealth Government Securities and significantly increased reporting requirements.

Remuneration — Extensions to governance requirements for APRA-regulated institutions

On November 30, 2009, APRA released its prudential requirements on remuneration for ADIs, general insurers
and lifeinsurers. These revised governance standards impose new requirements on APRA-regulated institutions and
came into effect on April 1, 2010.

According to APRA in its proposing the requirements, the extended governance requirements are designed to
endorse and implement the Financial Stability Board's (“FSB”) new principles on pay and compensation by giving
effect to the FSB’s Principles of Sound Compensation Practices and are intended to deal with what APRA describes
as “an important deficiency highlighted by the FSB’s work, namely the lack of alignment of remuneration with risk
management in many financial institutions”.

The revised governance standards require boards of regulated institutions to have a 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 make decisions that could materially affect the interests of depositors or policyholders, and owners.
The revised governance standards also require that regulated institutions have a Board Remuneration Committee,
comprising only non-executive directors and a magjority of “independent” directors, as defined by the prudential
requirements.

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.

Basel Committee on Banking Supervision Discussion Papers

On December 17, 2009, the Basel Committee on Banking Supervision released two consultative documents,
“Strengthening the Resilience of the Banking Sector” and “International Framework for Liquidity Risk
Measurement, Standards and Monitoring”. The documents set out the Basel Committee’'s proposals to strengthen
global capital and liquidity requirements, with the goal of promoting a more resilient international banking system.
The proposed reforms of the Basel Committee aim to:
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e Raise the quality, consistency and transparency of the regulatory capital base to ensure that the banking
system is in a better position to absorb losses on both a going concern and a gone concern basis. In
addition to raising the quality of the Tier 1 capital base, the Basel Committee is also harmonizing the other
elements of the capital structure;

e Further strengthen the risk coverage of the Basel 11 capital framework by, among other things, enhancing
the capital requirements for counterparty credit risk exposure arising from banks derivatives, repo and
securities financing activities;

e Introduce aleverage ratio as a supplementary measure to the Basel 11 risk-based framework;

e Introduce a global standard on liquidity that includes a 30-day liquidity coverage ratio requirement
underpinned by a longer-term structural liquidity ratio, referred to as the “net stable funding ratio”. The
framework also includes a common set of monitoring metrics to assist supervisors in identifying and
analyzing liquidity risk trends at both the bank and system wide level; and

e Introduce a series of measures to reduce the extent to which the minimum capital requirement is correlated
to the performance of the overall economy. In addition, the Basel Committee is promoting more forward-
looking provisioning based on expected losses, which captures actual 1osses more transparently and is also
less correlated to the performance of the overall economy than the current “incurred loss’ provisioning
model.

Given the wide-ranging nature of the Basel Committee’s proposals, a global quantitative impact study is being
undertaken in the first half of calendar 2010 to assess their impact and to ensure that they are calibrated
appropriately. Final calibration of the proposals is expected to only occur after the impact study has been
completed. The Basel Committee expects that the fully calibrated set of standards will be developed by the end of
calendar 2010 to be phased in as financial conditions improve and the economic recovery is assured, with the aim of
implementation by end of calendar 2012, with appropriate phase-in measures and grandfathering arrangements for a
sufficiently long period to ensure a smooth transition to the new standards.

As amember of the Basel Committee, APRA has been involved in developing these global initiatives, and it has
indicated that it supports the broad set of proposals contained in the consultative documents. APRA expects to
generaly follow the agreed international timetable when implementing the new capital standardsin Australia, which
is currently expected to be by the end of calendar 2012. Given the Basel Committee’ s timetable, APRA expects that
it will finalize its prudential standards on liquidity around the middle of calendar 2011, with implementation and (if
necessary) any transition arrangements to be considered once the final proposals are clearer.

Financial Claims Scheme and Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme
Guarantee of deposits

Under the Australian Banking Act, certain depositsin eligible Australian ADIs (including MBL) are guaranteed
for a period of three years from October 12, 2008 pursuant to the Financial Claims Scheme established under the
Australian Banking Act and administered by APRA. In addition, section 13A of the Australian Banking Act
provides that the assets of an Australian ADI (including MBL) in Australia are, in the event of the Australian ADI
becoming unable to meet its obligations or suspending payment, available to meet, in priority to all other liabilities
of that Australian ADI:

o firgt, certain obligations of the Australian ADI to APRA (if any) arising under the Financial Claims Scheme
established by Division 2AA of Part Il of the Australian Banking Act in respect of amounts payable by
APRA to holders of protected accounts up to a maximum of A$1,000,000 per holder for al protected
accounts held by the holder with the Australian ADI. A “protected account” is either (i) an account where
the Australian ADI is required to pay the account-holder, on demand or at an agreed time, the net credit
balance of the account, or (ii) another account or financial product prescribed by regulation;
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e second, APRA’s costs in exercising its powers and performing its functions relating to the Australian ADI
in connection with the Financial Claims Scheme; and

e third, the Australian ADI’s deposit liabilities in Australia (other than any liabilities under the first priority
listed above).

Under section 16 of the Australian Banking Act, other debts due to APRA shall in a winding-up of an
Australian ADI have, subject to section 13A of the Australian Banking Act, priority over all other unsecured debts
of that Australian ADI. Further, under section 86 of the Reserve Bank Act 1959 of Australia, debts due by a bank
(which includes MBL) to the RBA shall in a winding-up of that bank have, subject to sections 13A and 16 of the
Australian Banking Act, priority over all other debts of that bank other than debts due to the Commonwealth.

The statutory provisions set out above are a separate regime to the Commonwealth Large Deposits and
Wholesale Funding Guarantee Scheme (described below).

The Financial Claims Scheme (ADIs) Levy Act 2008 of Australia also provides for the imposition of alevy to
fund the excess of certain of APRA’s costs connected with an Australian ADI over the sum of specified amounts
paid to APRA by that Australian ADI in connection with the Financial Claims Scheme or in the winding up of that
Australian ADI. The levy isimposed on liabilities of Australian ADIs to their depositors and cannot be more than
0.5% of the amount of those liabilities.

Since November 28, 2008, the first A$1,000,000 of aggregate deposits held by a person per igible Australian
ADI has been guaranteed for free under the Financial Claims Scheme. For aggregate deposits in excess of
A$1,000,000 held by a person with an eligible Australian ADI and made on or prior to March 31, 2010, such
deposits may be covered under the Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme
(described further under “— Guarantee of wholesale term funding” below) if the amounts are held with an eligible
Australian ADI in atype of account in respect of which an “eligibility certificate” (as defined in the Scheme Rules)
has been issued and subject to the Scheme Rules and the terms of that account. The guarantee facility under the
Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme closed to additional deposit funds at
5.00 p.m. (Canberra, Australiatime) on March 31, 2010. Guaranteed deposits existing at 5.00 p.m. (Canberratime)
on March 31, 2010 may remain guaranteed subject to the Scheme Rules and in accordance with the terms of the
relevant account.

Fees apply for the Guarantee to apply to aggregate depositsin excess of A$1,000,000. A different fee appliesto
eligible ADIs based on their credit rating. The fee that appliesto MBL in respect of the large deposits, based on its
current rating by Standard & Poor’s of A, is 100 basis points (or 1.0%). The feeislevied on a monthly or quarterly
basis depending on the liability.

Guarantee of wholesale term funding

The Commonwealth has also guaranteed certain wholesale term funding liabilities of eligible Australian ADIs
in return for afee (which appliesin respect of the full amount of the liability and is based on the credit rating of each
eligible ADI, as described above) payable by the relevant Australian ADI. The guarantee facility under the
Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme closed to new issuances of wholesale
term funding liabilities at 5.00 p.m. (Canberra, Australiatime) on March 31, 2010. Guaranteed liabilities existing at
that date may remain guaranteed subject to the Scheme Rules and in accordance with the terms of the relevant
ligbility.

The obligations of the Commonwealth in respect of the Commonwealth Large Deposits and Wholesale Funding
Guarantee Scheme are contained in the Guarantee, which took effect from November 28, 2008. The Scheme Rules
govern access to the benefit of the Guarantee.

Wholesale term funding liabilities will only have the benefit of the Guarantee if an “dligibility certificate” (as
defined in the Scheme Rules) has been issued in respect of those liabilities and the liabilities were issued on or prior
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to March 31, 2010. MBL has been issued dligibility certificates which apply such that certain of its liabilities have
the benefit of the Guarantee.

Asof March 31, 2010, MBL Group had US$12 hillion of Commonwealth guaranteed debt outstanding pursuant
to the Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme. Subject to any significant
changes in market conditions, MBL does not believe that the withdrawal of the Commonwealth Large Deposits and
Wholesale Funding Guarantee Scheme will affect MBL' s ability to raise sufficient funding in offshore markets.

Obligations under the Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme

In addition to the fee payable by us to the Commonwealth, we are required to indemnify the Commonwealth in
respect of al actions, claims and payments arising out of its guarantee under the Guarantee of any Guaranteed
Liabilities (as defined in the Guaranteg). Any claims by the Commonwealth against us in respect of amounts paid
by the Commonwealth to the holders of Guaranteed Liabilities (i) will be unsecured and unsubordinated claims
ranking equally with the claims of our other unsecured and unsubordinated creditors, and (ii) will not benefit from
such statutory provisions described under “— Guarantee of deposits’ above.

RBA

In exercising its powers, APRA works together with the RBA. The RBA is Austraia’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. On July 1, 2002, the RBA transferred its responsibility for the registration and categorization of
financial corporationsto APRA.

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 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 businessesto ensure that they operate efficiently, honestly and fairly.

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

SFE

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

As a licensed market operator, we are subject to the operating rules of SFE 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 isAustralid s primary securities market. MBL’s Macquarie Income Securities 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. Certain funds that we manage are listed on ASX.
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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
compliance with ASX’slisting rules by MBL, MGL and funds managed by each of them 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
dedlers. 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 entitiesin MGL 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.

Other

In addition to the foregoing regulators, we, the rest of MGL Group and the businesses and funds we or other
members of MGL Group 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.

International

Our businesses, the businesses of the rest of MGL Group and the businesses and the funds we or other members
of MGL Group 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 recently 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 subsidiariesin the United States. Currently, the timing and content
of financial reform legislation remains uncertain. 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 ingtitutions, in markets in which we operate” above, for further
information.

MGL Group is currently subject to regulation in the United States as a banking institution and financia
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
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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 Washington, 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.

Anti-money laundering regulations. MBL representative offices as well as MGL Group’'s U.S. broker-dealer
subsidiaries and mutual funds managed or sponsored by MGL 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 |11 of the Uniting and Strengthening America by Providing Appropriate
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “USA PATRIOT Act”). Inthe 2010 fisca year,
MGL Group obtained an additional U.S. broker-dealer through our acquisition of FPK, a specialist investment bank
and registered broker-dealer focused on financia institutions with officesin the United States.

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 individua 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 MGL's other operations within the U.S. 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 MGL’s U.S. broker-dealer subsidiaries and other subsidiaries in the U.S.
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 or other members of MGL Group 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 U.S., such as
through our 2010 acquisitions of FPK and Delaware Investments, a U.S. based securities management firm that
offers mutual funds registered under the ICA.

In addition, we or other members of MGL Group 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. Our energy trading business has grown through our acquisitions of Constellation Energy in 2009 and
of Tristone and Integrys Energy in 2010. 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.
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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. APRA remains the lead prudential regulator for MBL UK, with
regulatory oversight by the FSA in the UK. MBL operates a branch, MBL UK, and a subsidiary, Macquarie Bank
International Limited (“MBIL"), in the United Kingdom. MBIL, a United Kingdom incorporated subsidiary is
authorized and regulated by the FSA as abank. MGL also has two subsidiaries in the United Kingdom, Macquarie
Capital Funds (Europe) Limited (“MCFEL”") and Macquarie Capital (Europe) Limited (“MCEL"), authorized and
regulated by the FSA. MCFEL is authorized and regulated by the FSA as a limited licence firm, while MCEL is
authorized and regulated by the FSA as afull scope investment firm. As FSA regulated entities MBIL, MCFEL and
MCEL are required to comply with the FSA rules. The rules include requirements as to capital adequacy, liquidity
adequacy, systems and controls, corporate governance, conduct of business and the treatment of customers.

In many cases, these rules implement applicable European Union Directives (such as the Capital Regquirements
Directive, which relates to regulatory capital and the Markets in Financial |nstruments Directive, which relates to the
carrying on of investment businesses). Under FSA liquidity standards, FSA regulated banks and certain investment
firms, including MBIL, MCFEL, MCEL and MBL UK, 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.

Other United Kingdom regulators that impact the business of, and the businesses and funds managed by other
members of, MGL Group 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 Italy and Seoul (MBLSB)
that are regulated by Banco d'Italia in Italy and the Financial Supervisory Service, respectively. MBL also has a
representative office in Auckland, regulated by the Reserve Bank of New Zealand, and in Zlrich, regulated by the
Swiss Financial Markets Supervisory Authority, which gives MBL limited authorization to conduct marketing of its
products and services to ingtitutions (and, in Switzerland, high net worth individuals), subject to local licence
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 and the businesses of other members of MGL Group include but are not limited to:

e the Securities and Futures Commission of Hong Kong and the Hong Kong Exchanges and Clearing
Limited;

e the Investment Industry Regulation Organization of Canada, the TMX and the various provincia and
territorial securities regulatory authoritiesin Canada;

e in Korea, the Financial Services Commission, the Financial Supervisory Service, the Bank of Korea, the
Ministry of Strategy and Finance, the Korea Exchange and the Fair Trade Commission;

e the Monetary Authority of Singapore, the Singapore Exchange Securities Trading Limited and the
Competition Commission of Singapore;

e theFinancial Services Agency of Japan and the Japanese Fair Trade Commission; and

e theFinancial Services Board of South Africa



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 MGL 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 RESULTS OF
OPERATION AND FINANCIAL CONDITION

For the year ended March 31, 2010, 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 and Banking & Financial Services. The Rea Estate Banking and
Corporate & Asset Finance divisions also reported separately for internal reporting and risk management purposes.
Transfers between segments 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 minority
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.

During the 2010 fiscal year, MBL Group acquired a number of entities and businesses (see “Financia
Information Presentation — Impact of acquisitions on the 2010 fiscal year”) 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 2010
fiscal year. For further information on their impact on our results of operation and financial condition for the 2010
fiscal year, see “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’.

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. Asaresult of these changes, MBL Group’s
operating segments for financial reporting purposes also changed. In accordance with AASB 8 “Operating
Segments’, MBL Group restated the comparative information for the 2008 fiscal year to reflect the changesin MBL
Group's reportable segments. See “Financial Information Presentation — Reorganization of operating groups and
reporting segments within MBL Group” above and “Management’ s Discussion and Analysis of Results of Operation
and Financial Condition — Year ended March 31, 2009 compared to year ended March 31, 2008 for further
information.

Consequently, our historical financial information for the 2010, 2009 and 2008 fisca years included in this
Report has been presented on a consistent basis with our current reportable operating segments. However, Investors
should note that while we restated the comparative operating segment data for the 2008 fiscal year in note 5 to our
2009 annual financial statements to reflect these changesin MBL Group’s operating segments, we were not required
to restate the operating segment data in the financial statements for earlier fiscal periods. As a result, the
consolidated segment financial information reported in our 2008 annual financial statements and in our financia
statements for prior fiscal years have not been restated to reflect internal reorganizations undertaken in the 2009
fiscal year or our current reportable operating segments. Further, the audit reports on those 2008 annual financial
statements and in our financial statements for prior fiscal years report on historical financial statements that have not
been re-presented on the same basis that our 2009 and 2010 annual financial statements have been prepared.
Investors are urged to use caution in analyzing the segment disclosures reported in our financia statements for our
prior fiscal years, since such historical financial statements include the disclosures of our previous operating
segments and have not been restated to reflect our current reportable segmentsin accordance with AASB 8.

See“Financial Information Presentation” above for further information.
Critical Accounting Policies and Significant Judgments

Note 1 to our 2010 annual financial statements provides a list of the significant accounting policies. While we
regard al of our significant accounting policies as important to consider in evaluating our financial statements, we

have particularly identified the following policies as involving critical accounting estimates and reguiring
management’ s exercise of judgment.
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Basis of preparation and selection of policies

We prepare our financia 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 asissued 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
ahigher 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 2010 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 present value
of future cash flows associated with afinancial asset or liability.

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 periodicaly 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 caibrated 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 regquire 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 vauation
technique for which variables include only data from observable markets, then a profit is recognized immediately.

I mpairment 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.
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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 isrecognized in the income statement.

Asindicated in Note 1 to our 2010 financial statements incorporated herein by reference, investment assets are
carried at fair value through profit or loss. Fair values of quoted investments in active markets are based on current
bid prices. If the relevant market is not considered active (and for unlisted securities), fair value is established by
using valuation techniques, including recent arm’ s length transactions, discounted cash flow analysis, option pricing
models and other valuation techniques commonly used by market participants. Changesin fair value are recognized
in the income statement in the financial period in which the changes occur.

I mpairment of investment securities available for sale

Investment securities available for sale areinitially 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, MBL 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. Animpairment lossis recognized for any initial or subsegquent 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 10ss 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 trestment 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
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e assats 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 al 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 amortised 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 amortised 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.

Other financial liabilities at fair value through profit or loss

This category includes only those financial liabilities which have been designated by management as held at fair
value through profit or loss on initia 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;
(i1) 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 itemsis 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

L oan capital is debt issued by MGL 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 amortised cost using the effective interest method (for convertible
preference securities and subordinated debt at amortised 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 specia purpose entities, which are generally categorized as
mortgage specia 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 specid
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; (i) a majority of the residua 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.
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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
liahilities 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 atax 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.

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 2010 annual financial statements.

Off Balance Sheet Arrangements

In the ordinary course of business and primarily to facilitate client transactions, we enter into off balance sheet
arrangements with unconsolidated entities. Unlike US GAAP where a qualifying special purpose entity is not
consolidated by the primary beneficiary, under AGAAP all such entities are consolidated by us where we are
exposed to the majority of the risks and rewards (and therefore are not entities described below).

Special purpose and variable interest entities

The off balance sheet arrangements entered into by us typically involve the use of special purpose entities as
addressed under Interpretation 112 and variable interest entities as addressed under FIN 46R. These are entities set
up for a specific purpose and generally would not enter into an operative activity nor have any employees. The most
common form of special purpose entity involves the acquisition of financial assets that are funded by the issuance of
securities to external investors, which have cash flows different from those of the underlying instruments. The
repayment of these securities is determined by the performance of the assets held by the special purpose entity.
These entities form an integral part of many financial markets, and are important to the development of the
securitization markets. Our involvement may include the provision of liquidity, acting as derivatives counterparty,
investing in some of the senior notes, as well as the purchasing and warehousing of securities and other financial
assets until they are transferred to the specia purpose entity. Our accounting policy for interests in specia purpose
entitiesis described in Note 1 to our 2010 annual financial statements.

Assets under Management

We provide investment management and other fiduciary activities as responsible entity, trustee or manager on
behalf of individuals, trusts and other institutions. These activities involve the management of assets in investment
schemes, and the holding or placing of assets on behalf of third parties on an arm’s length basis and at market terms
and prices. The underlying assets managed typicaly include infrastructure assets, financial assets, and/or
investment properties. In some cases, we may make a small, non controlling investment in a fund that we also
manage, which generally will be treated as an associate investment.
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Post retirement plans
We operate a number of post retirement plans for our employees. These are usually administered by an

independent trustee, and our involvement is generally limited to remitting specified contributions on behalf of
employees. Therisks of the underlying investments are borne by the employees.
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Year ended March 31, 2010 compar ed to year ended March 31, 2009

Results overview
Year ended
Mar 10 Mar 09 M ovement®
A$m A$m %
I ncome statement
NEL INLErESE INCOME.........vieiereiresrerereree e 1,325 965 37
Fee and COMMISSION INCOME........cccirerirerreierrere e 1,036 995 4
NEt trading INCOME ... 1,237 1,545 (20)
Share of net profits of associates and joint VENTUreS..........cccocevveerereenenennens 7 98 (93)
Other operating iNncome and Charges” .............oceveveeeeereeeeeseesseesessssssessessenn. 47 (534) large
Total OpeErating iNCOME .....cceii ettt st neaeseens 3,652 3,069 19
EMploymMENTt EXPENSES.......coveeriiieierierieerie ettt (1,089) (887) 23
Brokerage and COMMISSION EXPENSES .......coveererieerieriee e (548) (509) 8
OCCUPANCY EXPENSES.......eeurererisresrearesiesseseesesessesresrearesse st sseseeeesnessessesneanes (122) (101) 21
Non-salary teChnOlOgy EXPENSES .......coeiuerierieriereeeeie e e (88) (75) 17
Other OpErating EXPENSES. .....c.viveriererrereeterrereere s st s e s s ese e seesesreseesesreseas (1,043) (872) 20
Total OPErating EXPENSES. ...cvceviirieerierieeee sttt seeeens (2,890) (2,444) 18
Operating profit before iNCOME taX........covreirirererere e 762 625 22
[NCOME X EXPENSE ..ottt snesne s (65) 32 large
Profit from ordinary activities after incometax.........cccceevvevvvnieececvienennnn, 697 657 6
Profit attributable to minority iINtErests. ... (13) (48) (73)
Profit attributable to equity holders of Macquarie
Bank LIMITEd........oueirerieieririeeesiee sttt et s 684 609 12
Distributions paid or provided on Macquarie
INCOME SECUMLIES .......vvooeeeeeeeeee e ss s ees s (21) (33) (36)
Profit attributable to ordinary equity holder s of
Macquarie Bank Limited.........cco.oovueeeeeeeereeeeeeeeeeeeeeeeeeeeeeeeeeeeesesesssesssesesenns 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 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 “Financia Information

Presentation — Impact of acquisitions on the 2010 fiscal year” for further information.

Tota operating income of A$3,652 million for the year ended March 31, 2010 increased 19% from A$3,069

million in the prior year. The main drivers of this increase were:

e asignificant increase in other operating income to A$47 million for the year ended March 31, 2010
from anet loss of A$534 million in the prior 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 year) (see “— Results analysis — Details of impairment

charges and provisions” below for further information);

e a37% increase in net interest income to A$1,325 million for the year ended March 31, 2010 from
A$965 million in the prior year, primarily due to growth in the higher yielding lending portfolio in
Corporate & Asset Finance, which was partialy 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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e 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 year, primarily due to A$34 million of performance fees received on
the sale of the Kukdong building by Macquarie Central Office CR REIT, partialy offset by lower
mergers and acquisitions, advisory and underwriting fees due to challenging market conditions; and

e gans from liability management (Macquarie Income Preferred Securities, A$127 million and
subordinated debt, A$55 million).

These results were partially offset by:

e a93% 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 year driven by a deterioration in
the underlying results of investments due to the significant market disruption experienced in the 2010
fiscal year; and

e 2 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 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
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 year. The increase was largely driven by:

e a23% increase in employment expenses to A$1,089 million for the year ended March 31, 2010 from
A$887 million in the prior 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

e a 21% increase in occupancy expenses to A$122 million from A$101 million in the prior 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 atax benefit of A$32 million in the prior year,
as aresult 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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Resultsanalysis
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?
AS$m A$m %

Net interest income

INEErESE FEVENUE ...ttt sttt sttt st e e e e e nesnen 4,353 6,267 (31
I NEEIESE EXPENSE .. vevete ettt te sttt e e et sneere s e e e e e e neerennens (3,028) (5,302) (43)
Net interest income (aSreported) ......oocooeveiererieeeeere e 1,325 965 37
Adjustment for accouNnting for SWaPS ...........c.ucueveeeerereeeeieiesseeesseessesseesinns (218) D large
Net interest income (asadjusted) .......cocovevrereiinenne e 1,107 964 15

Australian Accounting Standards require internal 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.

2 “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 millionin
the prior 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 year primarily due to lower interest rates compared to the prior 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 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 hillion
(March 31, 2009: A$8.3 hillion). This was partialy offset by a reduction in volumes in the Australian mortgage
portfolio combined with the sale of the margin lending portfolio in January 2009. Overal 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 Movement
ASm ASm %

Fee and commission income
BaSE fEEINCOME.......eeieee ettt ettt s s b e re e e 464 403 15
Performance fEEINCOME.........couei ittt 45 15 200
Mergers and acquisitions, advisory and

UNAEWITTING TEBS ...t e 37 71 (48)
Brokerage and COMMISSIONS........coiririereriereeeeeeie e e see e 288 276 4
Other fee and COMMISSION INCOME ........ooueiirerieie e 154 171 (10)
Income from life investment contracts and

other unit holder iNVESIMENE SSELS.........c.cvvruieereerre st 48 59 (19)
Total feeand COMMISSION INCOME.......cceeeieieirericee ettt 1,036 995 4

Tota 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 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 year, partialy offset by 48% decrease in mergers and
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acquisitions, advisory and underwriting fees to A$37 million for the year ended March 31, 2010 from A$71 million
in the prior 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
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 mgjority 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 Group Limited—Funds Management Business—MBL Group
and the Non-Banking Group—A ssets 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 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, which drove the
result in the prior 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 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 year as a result of improved equity market conditions and the growth in advisor numbers
in Banking & Financial Services due to organic growth in Australiaand Asia aswell 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 year largely due
to non-recurring service fees in the prior 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 MGL Group and conversely, any out-performance is retained by MGL
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 year due to average Wrap Funds under administration in Banking & Financia
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 year largely as a result of reduced income
from True Index funds within Macquarie Funds, predominantly in the six months ended September 30, 2009.
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Macquarie True Index delivers clients pre-tax returns (before buy/sell spreads on transactions). Any under-
performance is compensated by MGL and conversely, any out-performanceis retained by MGL.

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*
A$m A$m %

Net trading income

EQUITIES ..ottt e et 555 430 29
COMMOITIES.....c.eeieiieie ettt et s sb ettt e et e 663 574 16
Foreign exchange ProdUCES..........ooe e 104 241 (57)
INtErest rate ProdUCES ......coe i 133 301 (56)
Net trading income (adjUSLE) .......ccovevereiiieree e 1,455 1,546 (6)
AdjUSEMENT FOr SWAPS? ... sesnaenen (218) (1) large
Net trading income (aSreported) ......coceveerereiesenee e 1,237 1,545 (20

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

Australian Accounting Standards require internal 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.

2

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 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 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 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 Korea. Structured Equity Finance revenues were down on the prior year as aresult
of lower volumes as customers became more risk averse. See “— Segment analysis— Macquarie Securities”’.

Commodities

Commodity products income of A$663 million for the year ended March 31, 2010 increased 16% from
A$574 million in the prior year. The increase in commodities trading income (including metas, 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 in the year ended March 31, 2009. Commodity products income benefitted from a
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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 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 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 year. The key driver of the change from the prior 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
inthe prior 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 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 M ovement
A$m A$m %
Share of net profits/(losses) of associates
AN JOINE VENTUIES ...t sse s 7 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 year. The decrease was driven by net equity accounted
losses for Real Estate Banking associated with investments in JREP 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 char ges
Net gains on sale of investment securities available

L0 = S 42 (6) large
Net gains on sale of associates (including associates

held for sal€) and joINt VENLUIES..........cccvveierere e e 9 29 (69)
Gain on acquiring, disposing and change in ownership

interest in subsidiaries and businesses held for sale.......ccccovvvievvrvieneenen, 138 298 (54
Impairment charge on investment securities available

LLO T 1SS (101) (240) (58)
Impairment charge on investments in associates

(including associates held for sale) and joint Ventures...........ccccoceeeeveenenne. (69) (102) (32
Impairment charge on disposal groups held for sale........cocoviiiennccnecieenen. - (192) (100)
Impairment charge on non-financial assets.........ccocvevecceevene s, (23) (45) (49)
Gain on repurchase of subordinated debt ..o 55 - -
Net operating [€8SE INCOME. ........ccvieciieierece e 72 55 31
Net expense from non-current assets classified as held

10 S - 3 (100)
Dividends/distributions received/receivable from

investment securities available for sale........coovvveevenenin i 23 19 21
Management fees, group service charges and

COSE FECOVENTES ...ttt ettt ettt sttt (27) (21) 29
Collective allowance for credit losses during the

0= oo SRS () (91) (99)
SPECITIC PrOVISIONS ....cveeiieieecie e (209) (359) (42
(@101 1 0100] 1 11T 138 124 11
Total other operatingincome and charges...........c.coeuveene. 47 (534) (109)

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

Tota 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 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 year. (See “—Details of impairment charges and provisions’ for further detail on impairment
charges, including specific loan provisions and collective allowance for credit |0sses).

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 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 year. The result
for the year ended March 31, 2010 included a gain of A$127 million from aliability 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 gainsin the prior year.

Net operating lease income of A$72 million for the year ended March 31, 2010 increased 31% from

A$55 million in the prior 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.
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Other income of A$138 million for the year ended March 31, 2010 increased 11% from A$124 million in the
prior year, primarily due to an increase in income from sub-leasing activity.
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Details of impairment charges and provisions

I mpairments and equity
accounted gains/losses
Listed Macquarie-managed

Redl estate equity investments
US portfolios of asset backed
securities held as available for

Resources equity investments .
Other equity co-investments....

L oan impairment

Red estateloans..........cccveeuneee.
Resourcesloans.........cccccveeeneee.

Corporate & Asset Finance

leasing and lending..................

Banking & Financial Services

business banking ........c..ccc.......
Other loans........cccceevevvrienene.

Impairmentsrecognized on
trading asset positions
CLO/CDO exposuresheld in

trading portfolio.........cccceeuennnne

Total impairment charges

and provisions'...........cccee......

Year ended Mar 10

| rllzti:é%de, Banking & Corporate & Real
Macquarie Currencies& Macquarie Financial Macquarie Asset Estate
Capital Commodities Securities Services Funds Finance Banking Corporate Total
A$m A$m A$m A$m A$m A$m A$m A$m A$m
- - - - - - (34) - (34)
- - - - - - (140) (D) (142)
(62 - - - - - - - (62)
- 3 - - - - - - 3
12 13 - 7) - - 40 (4) 54
(50) 10 - 7) - - (134) (5) (186)
- - - - - - (24) - (24)
- (48) - - - - - - (48)
- - - - - (92) - - (92)
- - - (16) - - - - (16)
(6) - ©) (29) 2 - - 8 (30)
- (20) - - - - - - (20)
(56) (58) (@D} (52 2 (92 (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).



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 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, rea 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 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 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 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 M ovement
A$m A$m %
Operating expenses
Employment expenses:
Salary, commissions, superannuation and performance-related profit
SNBIE ..ttt bbb bbb bbb s (1,012) (853) 19
Share based PayMENES ..o e (66) (32 106
Provision for annual [€aVE...........cccooiiiieiineeeeee e (8 2 300
Provision for 10ng SErviCe lEaVE..........ccovveirieee e 3) - -
Total employment EXPENSES......ccvieeeereere e ere e ee e neens (1,089) (887) 23
Brokerage and COMMISSiON EXPENSES .......coveererieenieriee e (548) (509) 8
OCCUPANCY EXPENSES.....ueeueeeerterteseeatesseeseaeessassessassessessessessessessenssssessessessesses (122) (101) 21
Non-salary teChnOlOgy EXPENSES .......coeiuirierieriereeee e (88) (75) 17
Professional TEES.......coi i e (121) (131) (8
Travel and entertainMmENt..........ccovveeiecieeiece st e e e seens (55) (57) 4
Advertising and COMMUNICALION.........cccceevieieiiese e e (56) (45) 24
OthEr EXPENSES.....cotiieiiriereeie sttt sttt sttt st e st seesesbeseenens (811) (639) 27
Total OPErating EXPENSES. ...cvcireireeerierieerte et (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 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 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;

Brokerage and commission expense of A$548 million for the year ended March 31, 2010 increased 8% from
A$509 million in the prior year and consisted of an increase in brokerage expense of A$37 million and an increase
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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 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 year largely due to integration expenses relating to various businesses acquired during the year, including
Blackmont Capital and Delaware Investments. See “Macquarie Group 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 M ovement
%
Headcount by operating group
Banking & FiNanCial SErVICES ..o 3,261 2,592 26
MaCQUAINE SECUMTIES .....veivecieceeceeceeeec e et see e 97 113 (14
Fixed Income, Currencies & COmMmMOItiES........ccoevevveeicreecciee i 696 509 37
MaCqUANTE FUNCS ......ccueiiececeeee et 1,074 560 92
Real EState Banking.........cooveeiiivieiiiiieirisee e 105 136 (23)
Corporate & ASSEL FINANCE........ooiiiieriese e 656 479 37
Total NEAACOUNT ......c.eeveeiteecteeete ettt et ere e be b ens 5,889 4,412 34
I ncome tax expense
Year ended
Mar 10 Mar 09
A$m A$m

Reconciliation of income tax (expense)/credit to prima facie tax

PAYADIE.....c.ee e e
Prima facie income tax expense on operating profit’ ..........cccoceeeeveeerereeenen. (229) (188)
Tax effect of amounts which ar e non-assessable/(non-deductible) in

calculating taxable income:
Rate differential on offShore inCome.........cccovvveeiivine e, 200 155
Distribution provided on Macquarie Income Preferred Securities and

related diStriDULIONS........co.ooiiiieeeee e e e 2 13
Non-deductible share based payments eXpense.........ccoccoeverererierieeneesieseenn, (©)] (10)
OFNEr TTEIMIS ..t (29 62
Total incometax (eXpPense)/Credit........covvvivieiieieceeree e (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
atax 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 alower level
of write-downs and impairment chargesin the year ended March 31, 2010 compared to the prior year.

The effective tax rate before the impact of write-downs and impairment charges is relatively stable compared to
the prior 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....
Trading income.........cccccouvnenee.

Share of net profits (losses) of
associates and joint ventures
accounted for using the equity

MEethod ......ccoovveeeeeeeeee e

Other operating income and

Charges.....cccovvvivvveceeeceen,
Internal revenue..........cccceeeneee
Total operating income..........
Total operating expenses.......
Profit beforetax ........ccccevuenee.
TaxX eXPense......cccoveeeeeneennenns

Profit attributable to minority
interests

Net Profit/(loss) contribution

Year ended March 31, 2009

Net interest income/(expense)..
Fee and commission income....
Trading income.........cc.cccvvuenene.

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

MELhOd ......cooeveeiii e

Other operating income and

charges......ccoevvinccninccne
Internal revenue.........ccccccevueneee
Total operating income..........
Total operating expenses.......
Profit beforetax .........cccvvvvenne
Tax eXpense.....cccccveevveeniveenane

Profit attributable to minority
interests

Net Profit/(loss) contribution

Banking & Fixed Income,

Macquarie Financial Real Estate Currencies& Macquarie Macquarie Corporate &
Funds Services Banking Commodities Securities Capital Asset Finance Corporate Total
AS$m A$m A$m A$m A$m A$m A$m A$m ASm
36 551 (21) 100 (50) (9) 364 354 1,325
344 727 69 57 (62) 4 2 (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 (6) - - - - (2 (27) (34)
84 268 (151) 736 116 (49) 259 (600) 663
84 431 2 28 (19) (39) 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 - - 1) (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

Fixed Income, Currencies & Commaodities (formerly Treasury & Commodities)

e Macquarie Securities

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 minority interests. The Corporate
segment also includes the impact of changesin credit spread on fixed rate issued debt that are classified as fair value
through the profit or loss statement.

MBL operating group restructures

Since March 31, 2009 there have been no restructures of operating groups.

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 believesis 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
crosstax 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 resultsin 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 netsto 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.

76



Macquarie Funds

Year ended
Mar 10 Mar 09 Movement*
A$m A$m %

Net interest income/(expense) 36 84 (57)
Fee and commission income

BaSE FEES .viieietee s et 234 142 65

PErfOrMEANCE FEES. ... e 10 14 (29

Other fee and COMMISSION INCOME........ccvieiieeirieireere ettt 100 119 (16)
Total feeand COMMISSION INCOME........ceceeeirieiieiieiee et e e ereereens 344 275 25
Net trading INCOME ....c.voiicicece e e e 4 (20) 120
Shar e of net profits of associates and joint ventures using the equity
013 oo RS 7 (@D} large
Impairment charge on equity iNVESIMENES........cccoereirinereneeere e (7 (5) 40
Specific provisions and collective allowance for credit |0SSes..........ccceereeene (2 (9) (78)
Other INCOME ...ttt et et e e e e 21 16 31
Total other operatingincomeand charges..........cccvoveereneincneincnene, 12 2 large
EE = AT I A=YC= 210 L= OO 4 4 -
Total Operating iNCOME ......coiiiiieeeeereee et eeaeneens 407 344 18
Operating expenses

EMplOyMENt EXPENSES......ccueeririeiririeiseseesie ettt (116) (87) 33

Brokerage and COMMISSION EXPENSES........cvririeererieeriesteesiesieseseeseeseseeseens (69) (67) 3

Other Operating EXPENSES ......ccvevererrerese e eresreee e ste e e srese e seeneeseesrenees (240) (97) 44
Total OPErating EXPENSES.......c..cveeeeeeeeeeeeeeeseeseeseeseeee s ess s sess s sneannes (324) (251) 29
MINOKILY INEEIESIS® ...ttt s s 1 — —
Total contribution to profit by operating group ........cccceceveeereresenerenennes 84 93 (10)
Non-GAAP metrics

Assets under Management® (AS billion) .........oceeveeeeemrreeerereeeeseeseeeseeeeens 209.9 497 large

HEAACOUN® ...ttt ettt et e e e e e eeen e e e e eeeeeeeenns 1,074 560 92
1

“nm” indicates that the percentage change was less than 1% 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)”.

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

4 Macquarie Cash Management Trust, excluded from Assets under Management reported above, is a Banking & Financial Services product
that is managed by Macquarie Funds. The Cash Management Trust closed at A$10 billion at March 31, 2010 (March, 31 2009: A$14.7
billion).

5

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 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 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 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.
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Net interest income/(expense)

Net interest income of A$36 million for the year ended March 31, 2010 decreased 57% from A$84 million in
the prior year driven by a net reduction in retail loans provided which fell due to redemptions in Macquarie Funds
Group's structured investment offerings and increased borrowings as a result of the acquisition of Delaware
Investments.

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 year. Increases in base fees arose largely as aresult 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 a 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 hillion to A$58.8 hillion 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—MBL Group and the Non-Banking Group—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 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 MGL Group and
conversely, any out-performance is retained by MGL 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 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

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 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

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 year.
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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 year largely due to the acquisition of Delaware Investments, including integration costs and
increased headcount of 521 staff.

Banking & Financial Services

Year ended*
Mar 10 Mar 09 M ovement®
A$m A$m %

NEL INENESE INCOME.....ovveeeeeeeectete ettt ae e ae b s enenans 551 431 28
Fee and commission income
BaSE FEES. ..o itieci e et 199 229 (13)
Brokerage and COMMISSIONS........cccvveiererineeeeeesiesiesee e se e seesaeneeseenes 224 198 13
Other fee and COMMISSION INCOME .......c.eiirieiriireeere e 264 241 10
Income from life insurance business and other unit holder businesses........... 40 30 33
Total fee and COMMISSION INCOME.............curerererreeereeeeeeestese s ieseseessesenenes 727 698 4
NEt tradiNng iNCOME ........veeveeeeeseeeeeeeee e seees s 8 (49) (116)
Share of net profits of associates and joint ventures using the equity

MELNO ...t et 2 (6) (133)
Other operating income and char ges
Net gains on sale of equity INVESIMENES.........cccoveiiirreneeeere e 2 2 (200)
Impairment charge on equity iNVESIMENES........cccoererineineeese e (5) (214) (98)
Impairment charge on non-financial 8SSELS.........c.cuveerirerninese e 3 2 50
Gain on acquiring, disposing and change in ownership interest in

subsidiaries and businesses held for sale ... 4 57 (93)
Specific provisions and collective allowance for credit |0SSes..........ccceeeveeene (45) (95) (53)
Other income 5 3 67
Total other operatingincome and Charges.............oo.ovveeereveeevesssseesnenes (42) (253) (83)
INEENGI FEVENUE.........oooeeoeeeeeeeeeeeeeeseeeeees s aees e s s s s sees s sees s sensean 11 (22) (150)
Total OPErating iNCOME .....ovveceeeerereresese et s et ss s sae st s seas 1,257 799 57
Operating expenses
EMpPloymMENTt XPENSES.......ccceuiiieeeie ittt (406) (391) 4
Brokerage and COMMISSION EXPENSES .......ccveveierieneriesresesseseeeeeeseesaeseeseenees (121) (140) (14
Other OpErating EXPENSES. ... .c.viirieiiriereeerie et steseeresteseeresteseese e seesessesessessesens (456) (366) 25
TOtal OPEratiNG EXPENSES. ......cv.veeeeeeveseeese s srese s sse s s s (983) (897) 10
MiNOMLY INTEIESES’ .....oovoveeeeeeeeeeeseeseeseee s esssss s sn s ens s nsanees (6) (6) -
Total contribution to profit by operating group ...........coceveeeeveseseeennes 268 (104) large
Non-GAAP metrics
Assets under Management® (AS billion) ...........ocveeereeeerereeesseseesseeseesseeneenes 14.3 19.2 (26)
[ = To [oxa1H [ o ) ARSI 3,261 2,592 26
1

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

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

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

4

The Macquarie Cash Management Trust, included in Assets under Management above, is a Banking & Financial Services product that is
managed by Macquarie Funds. The Cash Management Trust 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 year. The result in the prior year included aloss of A$307
million relating to the Italian Mortgages portfolio and a gain from the sale of the mgjority of the margin lending
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portfolio of A$41 million. Excluding these items, the result for the year ended March 31, 2010 increased 65% on the
prior year.

Net interest income/(expense)

Net interest income of A$551 million for the year ended March 31, 2010 increased 28% from A$431 million in
the prior year predominately due to increased margins and retail deposits. Retail deposits increased 16% to A$15.5
billion a March 31, 2010 from A$13.4 hillion 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 hillion
at March 31, 2009 to A$14.3 hillion 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 aresult of arecovery in mortgage funding markets.

Origination volumes and margins on the Canadian mortgage loan portfolio have improved significantly over the
prior year due to increased market share. Canadian mortgage originations increased 103% during the year ended
March 31, 2010 compared to the prior year. The business continues to participate in the Canadian government
sponsored Mortgage securitisation 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 a March
31, 2009.

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 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 Cash Management Trust, which
closed at A$10.0 billion at March 31, 2010, down 32% from A$14.7 billion a March 31, 2009. This was partialy
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, Cash Management Trust unitholders accepted a proposa to convert Cash Management Trust
accounts to Cash Management Accounts. See “— Macquarie Bank Limited — Overview — Recent Devel opments’
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 year as a result of improved equity market conditions and growth in the number of
advisorsto 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 year.

The main contributor to this income category is platform and other administration fee income, which remained

broadly in line with the prior year. Banking & Financia Services Wrap platforms operate in Australia and more
recently, the United Kingdom (established April 2009). Funds under administration on the Australian Wrap platform
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closed at A$22.5 hillion 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 year. While closing Wrap funds under administration at March 31, 2010 increased 29% on the
prior year, average Funds under administration during the year ended March 31, 2010 only increased 3% on the
prior year due to market volatility.

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 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 policesissued by the life company, and still paying premiums, at the balance date.

Net trading income

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 year. The prior year included losses of A$20 million on the sale of Macquarie Private Wedlth'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 year. Impairment charges in the prior 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 year included again on
the sale of the mgjority of the margin lending portfolio in January 2009.

Soecific 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 year. The prior 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 year as aresult 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 year. The increase was mainly in other operating expenses, which were up 25% on the
prior 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
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expense for the year ended March 31, 2010 decreased 14% compared to the prior 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) .....oiereririereere e e (21) 2 large
Fee and commission income
BaSE FBES. .. itiieti et 30 26 15
PErfOrMEANCE FEES ...t 35 2 large
Mergers and acquisitions, advisory and underwriting ...........ccoeeeeeeveeveeieereennn. - 11 (100)
Other fee and COMMISSION INCOME ........ccueiuieieeceree e 4 11 (64)
Total feeand COMMISSION INCOME........ceeeiveeeireeectee ettt 69 50 38
Net trading iNCOME/(EXPENSE) .....ccverveririererieriereee et - (8) (100)
Share of net profits of associates and joint ventures using the equity

MELNOA ... (22 6 large
Other operating income and char ges
Net gains/(losses) on sale of equity iINVESIMENES ......c.covevvercrenecece e (32 13 large
Impairment charge on equity iNVESIMENES.........ccceeeererereniese e ee e (92 (142) (35)
Impairment charge on non-financial assets.........ccoovvveveevevvnie v (19 (40) (53)
Specific provisions and collective allowance for credit losses..........ccccvuenee. (24) (170) (86)
Other INCOME ...t sttt 57 45 27
Total other operatingincome and Charges..........ceoevevevenesesesesieeieesnens (110) (294) (63)
INEEINE] TEVENUE .......ooveeeeeveeeeeeeeeeeseseesess st sses s ssss s s ssnssnnann (14) (14) -
Total Operating iNCOME .....cceieiieeieeeceereee s st sre e eaeseens (98) (262) (63)
Operating expenses
EMPIOYMEN EXPENSES......veiviriecieceeeecteries et e e see st st seeeenean (19 (3L (39)
Other OpErating EXPENSES. .....c.eivirieeertireeterte ettt ettt re s ebe b seebesre e (34) (62) (45)
Total Operating EXPENSES. .....cceiveiieeeeeereerese e ese e e e stesreste e sresreeseaeseens (53) (93) (43)
Net profit/(10SS) CONLIIDULION ......ocveeeiiiieeiiiee e (151) (355) (57)
Non-GAAP metrics
Assets under Management (AS Billion) ..o 5.0 8.2 (39
HEAACOUN ... s 105 136 (23)
1

“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 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 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 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 Austraian listed REIT platforms to Charter Hall Group, Real Estate
Banking sold the mgjority 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 year due to the prior year including one-off revenue of A$30 million relating to interest
accrual adjustments.
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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 year primarily due to A$16 million received from Macquarie Central Office CR-REIT on the sde 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 hillion 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 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 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 year. The result was driven by losses in Real Estate Banking's
associates, including investments in Medallist and JREP (a listed fund manager on the Tokyo Stock Exchange),
partially offset by profits from MGPA (areal estate investment advisory company). The gain in the prior year was
driven by higher equity accounted profitsin MGPA.

Net gains/(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 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, partialy 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 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 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.

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 ajoint 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
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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 year that related to REIT investments, direct property and
inventory.

Soecific provisions and collective allowance for credit losses

Specific provisions and collective alowance for credit losses of A$24 million for the year ended March 31,
2010 decreased 86% from A$170 million in the prior 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
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 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 M ovement®
A$m A$m %

Net interest iNCOME/(EXPENSE) .....oiereririereere e e 364 134 172
Fee and commission iNCOME/(EXPENSES) .....coereeeriererierieeresie e 2 12 (117)
Net trading INCOME .....ueiiieeeeeeeeec e nn s 39 (27) (244)
Share of net profits of associates and

joint venturesusing the equity method ..o, 1 (1) (200)
Other operating income and char ges
Impairment charge on non-financial assets.........ccoovvvevecievenie s, - 3 (100)
Net operating |€aSE INCOME. .......c.coviire e e 68 47 45
Specific provisions and collective alowance

FOr CrEAit IOSSES ..ot e (92) (3D 197
OthEr TNCOIME ...ttt et b e st b e e sbe e 38 1 large
Other operating income and char ges 14 14 0
INEEINEl FRVENUE ........oooevvevereiessises s 25 9 178
Total Operating iNCOME .....cccviviiereeeeerees st ere e eaeneens 441 141 213
Operating expenses
EMpPloymMENT XPENSES.......ccceuiirieeie ettt (86) (28) 207
Other OpErating EXPENSES. .....c.viviriererrereetesrereere et se s se s e se s sreseesesreneas (94) (28) 236
Total Operating EXPENSES. .....ccvvvriereeeereeresese e s ereereestesresre e sreesesseeneeneens (180) (56) 221
MINOTILY INTEIESES® ......eoovvoeeeeee ettt 2 (1) 100
Net profit/(loss) contribution 259 84 208
Non-GAAP metrics
HEAACOUN ...t 656 479 37

“large” indicates that actual movement was greater than 300%.
See “— Basis of preparation — Internal transactions — Internal management revenue/(charges)”.

3 The minority interests category adjusts reported consolidated profit or loss for the share that is attributable to minority interests, such that
the net profit or loss contribution represents the net profit or loss attributable to ordinary equity holder.

2

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 year predominately due to increased net interest income, partialy
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 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 A$1.0 billion Ford Credit portfolio in October 2009. 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 year. The income was due to mark-to-market and trading profit on options and equity securities from a
singleissuer, particularly in the six months ended September 30, 2009.
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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 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 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 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

Tota operating expenses of A$180 million for the year ended March 31, 2010 increased 221% from A$56
million in the prior 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.
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Fixed Income, Currencies & Commodities

Year ended
Mar 10 Mar 09 M ovement®
A$m A$m %

Income from trading activitiesincluding net interest income?

ComMOUity PrOUUCES.......cviveeeeirieieerieere e 710 650 9

Foreign exchange ProdUCES.........ccoeerireerinee e 88 180 (51)

INEreSt rate PrOQUCES.......veueeverieeeeie ettt s 324 125 159
Total income from trading activitiesincluding net interest income......... 1,122 955 17
Fee and commission income 57 126 (55)
Share of net profits of associates and joint ventures using the equity

(10T 4276 o IS 10 69 (86)
Other operating income and char ges
Net gains/(losses) on sale of equity investments 64 10 large
Impairment charge on equity iNVESIMENES........cccovrerinernereee e 3 (120) (98)
Specific provisions and collective allowance for credit |0sses.........cccoueneee. (48) (158) (70)
OthEr INCOIME ...ttt et r e e r e e er e e 21 80 (74)
Total operatingincome and ChargesS.......ccvovvvvereeeereeresese s seeee e 34 (188) (118)
INEEMNEI FEVENUE®.........oooeeeeeee s nneneen 80 66 21
Total Operating iNCOME .....cccvvviierereeeree e ere e eaeneens 1,303 1,028 27
EMploymENt EXPENSES.......oveiirieeeie ettt s (155) (142) 9
Brokerage and COmMIMISSiON EXPENSES .......ccerveerereee et (272) (86) 100
Other OpErating EXPENSES. .....c.eiviriererrereererreseere st sre e s esesreseesesreseeresreneas (240) (247) (3)
Total OPErating EXPENSES. ...cveerireeerierieerte et (567) (475) 19
Total contribution to profit by Operating group .........co.coeeeeeereeseeeseennes 736 553 33
Non-GAAP metrics
HEAACOUN ... s 696 509 37

! “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.

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

2

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 year, primarily due to a decrease in impairment charges and
provisions, combined with improved trading conditions.

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 year.

Trading income in the Energy Markets division was up on the prior 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 divison'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.

Trading income from the Agricultural Commodities business was broadly in line with the prior year as Fixed
Income, Currencies & Commodities witnessed a return of confidence in agricultural commodity markets after the
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global financial crisis of 2009. The freight markets have also improved from the extreme lows experienced in the
prior 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 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 year. The Credit Trading division and to alesser 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 year. The Futures division contribution experienced similar levels of activity as the prior 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.

Net gains/(losses) on sale of equity investments

Net gains on sde of equity investments of A$64 million for the year ended March 31, 2010 increased
significantly from A$10 million in the prior 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 year mainly related to listed equity investments in the
resources Sector.

Soecific 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 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 year. Income in the prior year included A$52 million from other asset sales reflecting the gain on 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 costsof exploration and
development) in the Metals & Energy Capital Division. Net profit interest sales in the year ended March 31, 2010
were negligible.
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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 year. Employment expenses of A$155 million for the year ended March 31, 2010
increased 9% from A$142 million in the prior 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 for the year ended March 31, 2010 increased 100% from A$86
million in the prior 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 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
Total fee and COMMISSION INCOME.........coiiiriiirerecere s (62) (20 210
Total Other INCOME......c.oiicrireer e — - -
INEEINEL TEVENUE ......ooveoeeeceeeeeeeeseesae st snaan 21 106 (80)
Total Operating iNCOME .....cccvvviereeeeeeree et ere e eaeneens 410 468 (12)
Operating expenses
EMpPlOymMENT EXPENSES.......oveiiieeeie ettt (23) (27) (15)
Brokerage and COmMMISSiON EXPENSES .......covrveerrereeesieseeie e (166) (206) (29)
Other OpErating EXPENSES. .......civiriererrereetesrereere s se st s e se s sre e s s seeresreneas (105) (257) (33)
Total OPErating EXPENSES. ...c.veueriireeerterieeri et (294) (390) (25)
Total contribution to profit by operating group .....cccceecevvveevvverencecienenns 116 78 49
Non-GAAP metrics
HEBACOUNL.......coiiiic e 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 year primarily due to improved conditions in a number of markets, especialy in
thefirst 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 year. Derivatives revenues were up on the prior 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
Korea. Structured Equity Finance revenues were down significantly on the prior year as a result of lower volumes.
The prior year included a provision for losses on BrisConnections of A$35 million.

Fee and commission 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 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

Tota operating expenses of A$294 million for the year ended March 31, 2010 decreased 25% from A$390
million in the prior 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 millionin
the prior 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 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 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 Movement
A$m A$m %
NEL INTErESE INCOME.....eeieeiitiieeeete et (9) (38) (76)
Fee and COMMISSION INCOME........cccociiiiiiecice e s 4 88 (95)
Total net trading INCOME........cciiiiiceeiesec e e e srens - (11 (100)
Share on net profits of associates and joint ventures using the equity
107 0o O 12 31 (61)
Other operating income and ChargesS ........ccveveeveereveriese s (67) (12 large
INEEMNEL FEVENUET ...ttt 11 147 (93)
Total Operating iNCOME ......coieiieiieeeceeseer et re s eeaeseens (49) 205 (124)
Total OPErating EXPENSES. ...cvcveiirieerrisieseste et stee st seee e sseeesesseeesesseneenes - (72 (100)
Total contribution to profit by operating group ......c.ccceeeveenerecenerenennes (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 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 expense

Net interest expense of A$9 million for the year ended March 31, 2010 decreased 76% from A$38 million in the
prior 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 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 year due to structured finance fee income in the prior year that was not repeated.

Share 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 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 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 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

Net interest iNCOME.......cccvvvieeeceer e
Fee and commission iNCOME.........ccoeeevereireeeereeenne
Net trading iNCOME.......ccecvveveeeeeee e

Share of net profits of associates and

joint ventures using the equity method............

Other operating income and char ges

Net gains on sale of equity investments...................

Gain on acquiring, disposing and change
in ownership interest in subsidiaries

and businesses held for sale.........ccceceveievennee.
Gain on repurchase of debt........ccccoevieveneiceccieeenn,

Specific provisions and collective alowance

for credit |0SSES.....ovvveevireriee e
Other INCOME ...
Other operating income and charges...................
INENAl TEVENUES ...
Total operating iNnCoMe..........cceevveeveeiereesese s

Operating expenses

Employment eXpenses.........ccvvveerereeneneneenesieneens
Brokerage and commission eXpenses..........cocevveneee
Other operating eXPeNSES........cocevveereererereseneeens
Total operating EXPENSES......cccvvvevereeeereerieseeneenens

OFL .ot

1

greater than 300%.
2

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

Year ended
Mar 10 Mar 09 Movement*
A$m A$m %
....................................... 354 347 2
....................................... (101) (234) (57)
....................................... (337) 332 large
....................................... 3) — —
....................................... 16 — —
....................................... 137 202 (32
....................................... 55 — —
....................................... 6 12 (50)
....................................... (8) an (55)
....................................... 206 197 5
....................................... (138) (295) (53)
....................................... (29) 347 (105)
....................................... (283) (121) 134
....................................... (20 (24) (58)
....................................... (196) (65) 203
....................................... (489) (210) 133
....................................... (65) 32 large
....................................... (8) (45) (82
....................................... (21) (33 (36)
....................................... 2 3 (33)
....................................... (600) 94 | arge

“nm” indicates that the percentage change was less than 1% and therefore not meaningful and “large” indicates that actual movement was

The Corporate segment’s net loss contribution of A$600 million for the year ended March 31, 2010 compared
to anet profit contribution of A$94 million in the prior 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 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 year, see “— Critical Accounting Policies and Significant Judgments — Other financial
liahilities at fair value through profit or loss’ above for further information; and

e anincrease in employment expenses of 134% to A$283 million in the year ended March 31, 2010 from
A$121 million in the prior 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 year primarily due to an increase in contributed equity during the year
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largely offset by lower interest rates compared to the prior year generating lower earnings on capital, combined with
the cost of holding excess liquidity.

Fee and commissions 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 year. Thisis 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 year of A$179 million. See “— Ciritical
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 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.

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 again of A$127 million.

Gain on repurchase of debt

In the year ended March 31, 2010 MGL Group undertook further buy-backs of a portion of MGL Group's
outstanding subordinated debt carried at amortized cost at a discount to face value that realized a profit of A$55
million.

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 year. The majority of the increase was due 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.
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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 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, 20009.

Macquarie Income Preferred Securities (MIPS)

The reduction in the net distributions under the MIPS from A$45 million in the prior 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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Year ended March 31, 2009 compar ed to year ended March 31, 2008

Our historical financia statements for 2009 incorporated by reference in this Report reflect our consolidated
results for 2009 and 2008 as we now operate post-Restructure; the pre-Restructure results of the Non-Banking
Group are presented as discontinued operations. In addition, as a result of the changes made to the operating
segments of MGL Group (including MBL Group) during the 2009 fiscal year, we restated the comparative
information for the 2008 fiscal year in our 2009 annual financial statements to reflect the changes in our operating
segments. As aresult, in the discussion below of our financial results for the year ended March 31, 2009 compared
to the year ended March 31, 2008, the financial data for our operating segments for the 2008 fiscal year has been
re-presented and discussed on the basis of our current operating segments, as they exist following the changes made
to our operating segments during the 2009 fiscal year. See “Financia Information Presentation” for further
information.

Profit from continuing operations is disclosed below under “ — Results overview” as profit from ordinary
activities after income tax. Profit from discontinued operations is separately disclosed below under “ — Results
overview” as profit from discontinued operations (net of income tax).

Results overview

Year ended
Mar 09 Mar 08 M ovement®
A$m A$m %

Income statement
Net iNtErest INCOME ....cuveveeeeieresere e e 965 853 13
Fee and commiSSioN iNCOME..........ccurereenenieenieesie e 995 1,092 9
Net trading iNCOME.........ccviieieie e 1,545 2,023 (29
Asset and equity investment iNCOME?..........ooeeererieenenne (207) 203 (153)
Other operating income and charges..........cccceovveeenenene. (329 (26) large
Total operating iNCOME.......ccccveveveneseneeeeceee e 3,069 4,145 (26)
Employment eXPenses........coecvereenerne s (887) (2,028) (56)
Brokerage and cOmmission eXPeNnSeS.........coeveerrerereennene (509) (570) (11)
OCCUPANCY EXPENSES ....cuveveueeuereeeesseseesiesaessessesseeeeseenes (101) (67) 51
Non-salary technology eXpenses.........coceveeererenenienienn (75) (64) 17
Other operating EXPENSES .......cccoverererierereeee e (872) (606) 44
Total operating EXPENSES .....cccvevveverere s e (2,444) (3,335) (27)
Operating profit before incometax .........cccoceeevvneveniene. 625 810 (23)
[NCOME taX EXPENSE.....cveviririeeriereie e tereresee e e ss b serens 32 (60) (153)
Profit from ordinary activities after income

EAX v 657 750 (12)
Profit from discontinued operations (net of

INCOME EAX)? ..o - 15,030 (100)
Profit from ordinary activities and discontinued

operations after iINCOMEtaX........cccvveeeeieeveeseseseeenenns 657 15,780 (96)
Profit attributable to minority interest..........ccoceeveeevenennen. (48) (50) 4
Profit attributable to equity holders of Macquarie

Bank Limited .......ccoveenrieinniecnreesesee s 609 15,730 (96)
Distributions paid or provided on Macquarie

INCOME SECUNIIES. .. ... (33) (34) ©)
Profit attributable to ordinary equity holders

of Macquarie Bank Limited.........ccocovvreeerreerrrennes 576 1569 (96)

! “large” indicates that actual movement was greater than 300%.
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2 Under the Restructure, subsequent to MBL becoming a legal subsidiary of MGL, MBL sold certain controlled entities and assets to the
Non-Banking Group for fair value at November 13, 2007. This resulted in MBL generating a profit on sale of these controlled entities of
A$14,163 million which is included in the March 31, 2008 result. The mgjority of MBL's profit on sale of these controlled entities was
distributed by MBL viadividendsto MGL. See Note 7 to our 2008 annual financial statements for a summary of the financial impact of the
Restructure.

“Asset and equity investment income” and “Other operating income and charges’ include A$1,029 million in impairment charges

(March 31, 2008: A$448 million).

Our consolidated net profit after income tax from ordinary activities after income tax was A$657 million for
year ended 2009, a decrease of 12% from A$750 million in the prior year. The result was delivered in extremely
difficult global financial market conditions and includes significant restructuring costs (A$0.2 billion), write-downs
and equity accounted losses (A$0.4 billion), and impairment provisions (A$0.5 hillion).

Total operating income for 2009 was A$3,069 million, a decrease of 26% from the prior year's operating
income of A$4,145 million. Thiswas largely driven by:

impairment charges of A$1,029 million in aggregate for the year ended March 31, 2009 compared to
A$448 million in the prior year, including impairments of the following assets:

o funds management and other co-investments of A$0.4 billion;

o loansof A$446 million (excluding A$4 million relating to the Italian Mortgages portfolio);

e losson the sale of the Italian Mortgages business of A$189 million and aloan provision of A$4 million
(other restructuring and redundancy costs for the business of A$55 million were recognized in selected

trading income and operating expenses);

o trading assets of A$4 million, which aso includes fair value adjustments to selected trading asset
positions and equity accounted losses of A$0.1 billion;

a A$945 million, or 69%, decrease in equities net trading income from the prior year primarily driven by
significant decline in demand for listed/structured products and unprecedented volatility resulting in trading
losses; and

a A$92 million increase in total tax credit from a tax expense of A$60 million to tax benefit of
A$32 million, largely as aresult of lower income due to impairment charges in the current year.

These effects were partially offset by:

a A$467 million, or 72%, increase in net trading income from commodities, foreign exchange and interest
rate products from the prior year, primarily driven by increased contributions from interest rate products
and energy markets-based commodities businesses, particularly US gas and €electricity trading, in the
Treasury & Commodities group;

A$274 million recognized as a result of changes in the credit spread on issued debt and subordinated debt
carried at fair value (which would be reversed in future periods if credit spreads were to tighten during such
future periods), plus A$197 million from the financing of the acquisition of £150 million of Macquarie
Income Preferred Securities;

Total operating expenses were A$2,444 million in the year ended March 31, 2009, a decrease of 27% from
A%$3,335 million in the prior year. This was largely driven by employment expense of A$887 million for the year
ended March 31, 2009, a A$1,141 million, or 56%, decrease on the prior year from A$2,028 million. The decrease
in employment expenses was driven by lower performance related profit share expense.

The Restructure became effective on November 13, 2007. Under the Restructure, and subsequent to MBL
becoming alegal subsidiary of MGL, MBL sold certain controlled entities and assets to the Non-Banking Group for
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fair value at November 13, 2007. This resulted in MBL generating a profit on sale of these controlled entities of
A$14.2 billion. This profit on sale is reported in our profit from discontinued operations (net of income tax) in our
March 31, 2008 year financial statements and is described in more detail below under “ — Discontinued
operations’.

Discontinued operations

A discontinued operation is a component of an entity’s business that represents a separate major line of business
or area of operation that has been disposed of or is classified as held for sale. Classification as a discontinued
operation occurs upon disposal or when the operation meets the criteria to be classified as held for sale, whichever
occurs first.  When an operation is classified as a discontinued operation, the comparative income statement is
re-presented as if the operation had been discontinued from the start of the comparative period. The results of the
discontinued operations are presented separately on the face of the income statements.

On November 13, 2007, MBL implemented a restructure of MGL Group under which a new listed non
operating holding company (MGL) was established as the ultimate parent entity of MGL Group, which now
comprises two separate sub groups, a Banking Group and a Non-Banking Group. The Non-Banking Group was sold
by MBL to Macquarie Financial Holdings Limited at fair value and is reported in our March 31, 2009 year financial
statements as a discontinued operation.

Financial performance from discontinued operations

The financial performance presented is for the period ended November 13, 2007 (year ended March 31, 2008)
and the year ended March 31, 2009:

Year ended
Mar 09 Mar 08
A$m A$m

Profit before inComMe taX.........oivveeeeecee et - 1,045
Income tax Credit/(EXPENSE) ........coeerireerieeeesie e - (178)
Profit after income tax of discontinued operations............ccccceuen... - 867
Gain on sale of the discontinued operations before income tax..... - 14,163
[NCOME X EXPENSE. ....cveviirerierieeieeeeresre e -
Gain on sale of the discontinued operations after income tax........ - 14,163
Profit from discontinued operations.........cccooveeveeeeeveseseeseenn, - 15,030

Resultsanalysis
We present below information relating to our financial results on a consolidated MBL Group basis.

Net interest income

Year ended
Mar 09 Mar 08 Movement
A$m A$m %
NEL INTErESE INCOME ...ttt e
INEErESL FEVENUE......c.eeive ettt st 6,267 6,647 (6)
[NEEIESE BXPENSE ... e (5,302) (5,799) (8)
NEL INTErESE INCOMIE ...ttt e 965 853 13

Overdl net interest income for 2009 was A$965 million, a 13% increase from A$853 million in 2008. Net
interest income is primarily derived from lending activities including investment lending, leasing, real estate
structured finance, relationship banking and residential mortgages.
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Interest revenue for 2009 was A$6,267 million, a decrease of 6% from A$6,647 million in the prior year. The
main driver of this decrease was the reduction in the Mortgages Australia portfolio and the sale of our Italian
Mortgages business and a portion of the margin lending portfolios, which was partially offset by increases across the
lending and leasing portfolios particularly in Australia following the RBA official cash rate increases that occurred
since the prior year. The Italian Mortgages business generated A$70 million and A$78 million of interest revenuein
the 2009 fiscal year and the 2008 fiscal year, respectively.

Interest expense of A$5,302 million decreased 8% from A$5,794 million in the prior year. The main driver of
this decrease is the reduction in the Mortgages Australia portfolio, the sale of our Italian Mortgages business and
margin lending portfolios, partialy offset by an increase in the cost of funding compared with the prior year, which
impacted all businesses including lending areas, and businesses with non-interest bearing assets, such as equity
investments. The Italian Mortgages business incurred A$57 million and A$62 million of interest expense in the
2009 fiscal year and the 2008 fiscal year, respectively.

In March 2008, MGL Group announced it would wind back its Australian residential mortgage origination
services for both retail and wholesale clients due to the significant increase in funding costs and current conditions
in the global mortgage securitization market. The ongoing business has been profitable as the portfolio runs off due
to an increase in interest rates to offset the significant increase in funding costs during the period.

The Canadian mortgages business continues to be supported by the Canadian Mortgage Bond program. The
United States mortgages business has been closed and the book is being run down.

Average volumes of loansin fiscal 2009 were relatively stable from the prior year, despite the sale of the Italian
mortgages business and a portion of the investment lending portfolio and the wind down of the Mortgages Australia
business as loan volumes at the beginning of the year had increased materially prior to the worsening of economic
conditions in Australia after the first quarter of 2009. Net interest margin increased in 2009 in spite of higher costs
of funding as aresult of monetary easing by the RBA, the full impact of which was not passed onto customers.

Fee and commission income

Year ended
Mar 09 Mar 08 M ovement
A$m A$m %

Fee and commission income
Base fEEINCOME. ..ot 403 437 (8
Performance fE8 INCOME .........vcveirieieiese e 15 63 (76)
Other fee and COMMISSION INCOME.........ccoierieirieinenieeee e, 518 562 (8
Income from life insurance business and other unit holder

DUSINESSES. ...t e 59 30 97
Total fee and COMMISSION INCOME.........veveeeeeeeeseeereeeeeesseeean. 9% 1,092 (9)

Fee and commission income for the 2009 fisca year was A$995 million, a decreased of 9%, from
A%$1,092 million in the prior year. Fee and commission income was impacted by lower base and performance fees
for the year ended March 31, 2009, which were A$403 million and A$15 million, respectively, compared to
A$437 million and A$63 million, respectively, for the year ended March 31, 2008.
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Base and performance fees

Year ended
Mar 09 Mar 08
A$m AS$m

Base fees
Real Estate Banking
Macquarie Central Office Corporate Restructuring-REIT..................... 16 17
Macquarie CountryWide TIUSL........ccccieverereeeneereee e 6.7 8.0
Macquarie OffiCE TTUSE .....ccveeie e 20.7 21.1
UNlSted fUNAS. ..o 14 —
MaNAQEd BSSELS......covereirieiiereereeee e res e nes 11 0.6
Total Real Estate Banking ........cccoeveenenniinenseseeeeseesee e 315 314
MacqQUAri€ FUNGS........cooeiiiereeeeere s 142.3 158.4
Banking & Financial ServiCeS.........ccuurerireineniseseeeeeseese s 229.0 246.8
Total base feRINCOME ..o 402.8 436.6
Performance fees
Real Estate
UNHSted fUNAS.....c.oe i, 10 0.9
MaANAGEH BSSELS.....cvveverieeesierieiese ettt sttt se et s eere e, 0.7 17.2
Total Real EState.......ccoveviiiireeseeese e, 17 18.1
Y= Vot [0 LT U o £ 135 45.2
Total performancefee inCOME........cccevvveeeverie v, 15.2 63.3

Base fees are ongoing fees generated from managing funds or assets, and performance fees are earned when the
funds or assets outperform predetermined benchmarks. Base fees for 2009 were A$403 million, a decrease of 8%
from A$437 million in the prior year.

Base fees are generally driven by total Assets under Management. Our Assets under Management were
relatively stable during the 2009 fiscal year at A$83,595 million compared to A$83,911 million in the prior year.
Assets under Management has been impacted by the weakening of the Australian dollar against major global
currencies, which in turn has increased the value of Assets under Management denominated in foreign currencies.
In addition, the acquisition of the remaining shares in Allegiance Investment Management, a US fund manager,
increased Assets under Management by A$5.1 billion. This increase offset reductions in Assets under Management
due to falling equity indices impacting the value of listed securities, especialy those funds managed by Macquarie
Funds.

Tota performance fees for 2009 were A$15 million, a decrease of 76% from A$63 million in the prior year.
The reduction was largely the result of market conditions which drove significant falls in the prices of listed
securities, making out-performance of the relevant benchmarks difficult to achieve.

Income from lifeinsurance business and other unit holder businesses

Income from the life insurance business and other unit holder businesses increased 97% to A$59 million in
2009 from A$30 million in 2008 largely due to the contribution to performance fees from the Macquarie Funds
True Income Index business’ out-performance of its benchmark.

Other fee and commission income

Income on other fee and commission income, including income from financial products, platform and other

administration fee income, banking, lending and securitization fee income, was A$518 million in the 2009 fiscal
year, a decrease of 8% from A$562 million in the prior year. The main components of other fee and commission
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income were generated by Banking & Financial Services and included brokerage and commission fee income of
A$198 million, which decreased 23% from A$256 million in the prior year, due to reduced client activity. Platform
and other administration fee income was A$134 million, a decrease of 7% from A$144 million in the prior year,
driven largely by wrap platform volumes of A$17.5 billion at March 31, 2009, down from A$22.5 billion in the
prior year, mainly as a result of falling equity indices in the second half which negatively impacted the value of
listed securities administered under the platform.

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’ and “ — Segment Overview — Treasury & Commodities’.

Year ended
Mar 09 Mar 08 M ovement
A$m A$m %

Net trading income

EQUITIES.....oieeiieee e 430 1,375 (69)
COMMOItIES......coeeeeiriereeire e 574 417 38
Foreign exchange and interest rate products............. 541 231 134
Total net trading iNCOMe............cccovvnriniinciiciinnnnee, 1,545 2,023 (24)

Tota net trading income for 2009 was A$1,545 million, a 24% decrease from A$2,023 million in the prior year.
This decrease was largely driven by decreases in our trading activities as described below.

Equity trading income

Trading income from equities decreased 69% to A$430 million for 2009 from A$1,375 million in 2008. A
significant decline in demand for listed/structured products and unprecedented volatility resulting in trading losses
contributed to the decline in derivatives trading income. Dislocation in global equity markets and continued
volatility delivered arbitrage trading income that was slightly down on the prior year. Hedge fund de-leveraging,
redemptions and regulatory changes to short-selling resulted in a substantial decline in synthetic products revenues.
structured equity finance revenues were down significantly as a result of lower stock borrow and loan volumes.

Commodities trading income

Commodities trading income increased 38% to A$574 million for 2009 from A$417 million in 2008.
Commodity products trading (encompassing metals, energy and agricultural trading) experienced higher volatility,
wider margins and an exit of competitors across a number of its markets.

Trading income in the Energy Markets division was significantly up on the prior year. The key drivers were
increased market volatility and continued growth of various businesses. The biggest contributor was US Gas
Trading, while other key contributors were US Power, UK Gas and Energy OTC. The Constellation Energy
business was acquired in March 2009 and will impact our results going forward.

The Agricultural and Investor Products division was down 84% on a very strong prior year. While we
experienced a decline in revenue opportunities for investor products, increased market volatility resulted in
increased activity in agricultural risk management services.

The Metals and Energy Capital division was again a significant contributor during the year. The Metals trading
book had a strong year, also benefiting from volatile markets, fewer competitors and wider spreads.
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Foreign exchange and interest rate products trading income

Trading income on foreign exchange and interest rate products increased 134% to A$541 million for 2009 from
A$231 million in 2008. The Foreign Exchange division had arecord year, benefiting from volatile currency markets
and the positive effect of thisvolatility on client demand for foreign exchange products which translated to increased
volumes transacted. The Interest Rate Derivative book also provided a strong contribution benefiting from
significant movements in interest rates. The result was adversely impacted by mark-to-market write-downs of
A$50 million (2008: A$38 million) on CLO/CDO investments due to difficult market conditions.

Asset and equity investment income and other income

Year ended
Mar 09 Mar 08  Movement®
ASm A$m %

Asset and equity investment income
Profit on sale of investment securities available for sale...........cccc....... (6) 107 (106)
Net gains on sale of associates (including associates held for sale)

AN JOINE VENTUIES ...t e 29 94 (69)
Gain on acquiring, disposing and change in ownership interest in

subsidiaries and businesses held for sale .......ccccvvvecviineinenenn, 298 99 201
Net expense from non-current assets held for sale..........cccccevevevenenee, 3 (16) (81)
Share of net profits of associates and joint ventures using the equity

MELNOM ..o 98 160 (39
Dividends/distributions received/receivable from equity investments

and investment securities available for sale........ccccoevevivvvcceveceenee, 19 59 (68)
Impairment charge on investment in associates (including associates

held for sale) and joint VENLUIeS...........coeoevireiniieeercecseeeeens (102) (280) (64)
Impairment charge on investment securities available for sde............. (240) (84) 186
Impairment charge on disposal group held for sale........cccccoveieveienee. (192) — —
Impairment charges on non-financial assets..........ccooveveeneeieienesee, (45) — —
Management fees, group services charges and costs

FECOVENES - SUDSIAIANIES.....ccuveeeeeeeciece s (21) — —
OthEr @SSEL SAIES......cvvieceeie sttt ee s s s e s s s sbessabeeens 58 64 9)
Total asset and equity investment iNCOME ........ccoevvrveerereenennenen. (107) 203 (153)
Other income
Impairment charges:
Collective allowance for credit I0SSES.......oovvererenirieeiee e (91) (32 184
Specific provisionsfor credit [0SSES.........ccocvvevevecenecece e (359) (52 large
(@1 0= TR 121 58 109
Total Other INCOME......cceeiicieeeee e (329) (26) large

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

Asset and equity investment income and other income was a combined loss of A$436 million in the 2009 fiscal
year, compared to a combined profit of A$177 million in the prior year, largely as aresult of impairment charges of
A$1,029 million in aggregate for the year ended March 31, 2009, compared to A$448 million in the prior year,
relating to:

o funds management and other co-investments of A$0.4 billion;

o loansof A$446 million (excluding A$4 million relating to the Italian Mortgages portfolio);
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¢ theloss on the sale of the Italian Mortgages portfolio of A$189 million and aloan provision of A$4 million
(other restructuring and redundancy costs for the business of A$55 million were also recognized in trading
income and operating expenses); and

e trading assets of A$4 million, which also includes fair value adjustments to selected trading assets positions
and equity accounted losses of A$0.1 hillion.

Impairment charges and provisions for the year ended March 31, 2009 are set forth in more detail in the table
below. A summary of our critica accounting policies relating to impairment charges and provisions is set forth
under “ — Critical Accounting Policies and Significant Judgments.”

Year ended
Mar 09
A$b
One-off costsrelating to Italian Mortgages EXith..........coceecueueecuereeeeueeeeiesee e 0.2
Impairment and equity accounted losses of funds management assets and other
co-investments’
Real estate equity investments (including J-REP, Macquarie CountryWide and
MaCAUAITE OFfiCE TIUSL) ..ueeiiieieesieste sttt ettt e ae e e b se et e b enas 0.2
US portfolios of ABS held asavailable for Sale.........oooiiiiiiiiieeee e 0.1
RESOUICES EUILY INVESIMENES.......cuvuieevieieeiiseteisesetes ettt ssse s b s s nsesaes 01
0.4
L oan impair ment?
= =S = (=] [ LSS 0.2
RESOUICES AN ONEN [OBNS ..ottt ettt ettt ss s esaete s s s s naes 0.3
Total |0aN IMPAITIMENTS........c.ceeecveieeeeteeeete ettt et ee et et s ettt es et s s st s s senaeeas 05
I mpair mentsrecognized on trading asset positions®
Other equity investments carried at fair value through profit or loss (including
BrisConnections and CLO/CDO EXPOSUIES)..........ccueeeuerererueresesessaesssssesessesasessesessssessssesns 01
Total Impairmentsrecognized on trading asset POSITIONS........ccvvvvevrereeeesse s 0.1
Total Impairment Charges and ProVISIONS...........o...oweeeereereeeeeesesseessessssessssssessssssssessesssesnees 12
! Includes loss on sale of loan portfolio, write-off of capitalized acquisition costs, loan impairment provisions and closure/redundancy costs.

2 <A$0.1 billion equity accounted losses included on the basis impairment write-downs would have been recognized on MBL's
co-investments if these equity accounted losses had not been recognized.

s Includes specific credit provisions and collective allowance for credit losses recognized in the year ended March 31, 2009.

4 Selected items included are carried in the trading portfolio at fair value. Realized gains and losses, and unrealized gains and losses arising
from changes in the fair value of the trading portfolio are recognized as trading income or expense in the income statement in the period in
which they arise.

In addition, asset realizations were down substantially in the 2009 fiscal year as difficult market conditions and
more limited availability of acquisition finance lead to lower transaction volumes. Asset and equity investment
income includes a A$298 million gain on acquiring and disposing businesses and subsidiaries which includes a
A$197 million gain from financing the acquisition of Macquarie Income Preferred Securities.
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Operating expenses

Year ended
Mar 09 Mar 08 M ovement
A$m A$m %

Operating expenses
Employment expenses:

Salary, commissions, superannuation and

performance-related profit share.........c.cccoveceeceeciennennn, (853) (1,962) (57)

Share based payments.........cccovvveeveceeceecere e (32 (51) (37)

Provision for annual leave...........ccccoevveverceceeseesese e, 2 9 (78)

Provision for long serviceleave.......ccccoovvvvvvceceeeennene - (6) (100)
Total employment eXpensesS.......ocveverererieerienene e (887) (2,028) (56)
Brokerage and cCOmmIiSsion EXPENSES.........ccvveeeeivereerieinens (509) (570) (11)
OCCUPANCY EXPENSES.....cververrerreereereesseseessessessessesseessensessenses (101) (67) 51
Non-salary technology EXPENSES .......cccvveeeereereereseesesennens (75) (64) 17
Professional fEES.......ccvreiceeererere e (131) (96) 36
Travel and entertainment ..o (57) (95 (40)
Advertising and COMMUNICaLTION.........c.eerirererinereeesieeee (45) (46) 2
Other EXPENSES. .....cceiveeirieseeeise sttt (639) (369) 73
Total operating EXPENSES..........coevvreuerererreeserseese s (2,444) (3,335) (27)

Total operating expenses for the 2009 fiscal year were A$2,444 million, a decrease of 27%, from
A$3,335 million in the prior year. This result is largely driven by a decrease in total employment expenses of
A$887 million for the year ended March 31, 2009, a decrease of 56% from A$2,028 million in the prior year, which
in turn was driven by reduced performance-related profit share. Our headcount decreased to 4,399 at March 31,
2009, from 4,876 at March 31, 2008, with headcount by operating group and region provided in the table below:

Asat
Mar 09 Mar 08 Movement
%

Headcount by operating group

Banking & Financial SErvices.........cooeveveeeneneenens 2,592 3,052 (15)
Macquarie SECUNLIES ... 113 163 (3D
Treasury and Commodities.........ccoveereereereereninnenns 509 483 5
Macquarie FUNGS..........ccooveeeverene e 560 465 20
Real Estate Banking .......ccccooevvevevinenieineneesenienens 136 213 (36)
Corporate & ASSEt FiNaNCe .......ccvevvvvvveveceerenenn, 479 476 1
Total headcount - operating groups........cccceeeeeene 4,389 4,852 (20
Total headcount - SErvice areas...........ooeevevuevanes 10 24 (58)
Total NEAACOUNE ... 4,399 4,876 (10)

All remaining expenses were A$1,557 million for the 2009 fiscal year, a 19% increase from A$1,307 million,
with other expense including recharges from Macquarie Group Services Australia Pty Limited which provides
administration and central support functions, being the largest contributor. The overall expense to income ratio of
80.5% decreased 0.9% on the prior year to 79.6%, due to the effect of lower income partialy offset by lower
expenses.
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Income tax expense

Reconciliation of income tax (expense)/credit to prima facie tax
payable
Prima facie income tax expense on operating profit'.............c.coceeeeeeee.

Tax effect of amounts which are non-assessable/(non-deductible) in
calculating taxable income:
Rate differential on offshoreincome...........ccoooveeeeniiiiennieies
Distribution provided on Macquarie Income Preferred Securities
and similar distribUtiONS.........coeivereee s

Share based payments EXPENSE..........cccvvrirerererieiesi e
Gain on disposal of discontinued Operations...........c.ccoceveeereeeneeen

OtNEr ITBIMS ...
Total income tax (eXpense)/Credit.......vivvecicieeeeeeiesseieeee e e e

Incometax (expense)/credit is attributable to:
Profit from continuing OPErations...........cccoceverererieienenese e

Profit from discontinued Operations............ccoeverereieneniene e

Amountsrecognized directly in equity
Aggregate deferred tax arising in the period and
not recognized in net profit or loss but recognized directly in equity:

Net deferred tax — (credited)/debited directly in equity.........cocvvvevienne

! Prima facie income tax on operating profit is calculated at the rate of 30% (year to March 31 2008: 30%). The Australian tax consolidated

group has atax year ending on September 30.

Total income tax expense from continuing operations differs from the prima facie income tax expense due to
permanent differences arising from the income tax treatment of certain income and expenses, which include tax rate
differentials on some of the income earned offshore, and the non-deductibility of certain expenses, including

Year ended

Mar 09 Mar 08

A$m A$m
(187) (4,805)
154 258
13 15
(20 (25)
- 4,249
62 70
32 (238)
32 (60)
- (178)
32 (238)
(87) 1
(87) 1)

empl oyee options expense and interest payments made under the Macquarie Income Securities.

Income tax expense from continuing operations for year ended March 31, 2009 has been impacted by the

following items:

Permanent differences on underlying income have been relatively stable when compared to the prior year;

Operating income for the year ended March 31, 2009 is 26% lower then the prior year due to write-offsin

the year ended March 31, 2009; and

Funding and associated hedging transactions have reduced income and tax expense (approximately 19%

reduction in effective tax rate).
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Segm

Summary of segment results

ent Overview

Year ended March 31, 2009
Net interest income/(expense).........

Fee and
Trading

commission income...........
INCOME.....covvereireerecreereens,

Asset and equity investment
INCOME.......ocvimeiinirirreeie e,

Other income/(expense) ..........cce...
Total operating income................
Total operating expenses.............

OEl ..

Profit contribution..........ccccccevevvennn

COrporate......cocvereereeierieeeeseeeeeen,
Continuing Operations.............c......

Discontinued Operations.................

Year ended March 31, 2008
Net interest income/(expense).........
Fee and commission income...........
Trading iNCOMe........ccccceevirenenieenns
Asset and equity investment
INCOME.....coiiiiiieeec e,
Other income/(expense) ..........cce...

Total
Total

OEl ..

operating income................
operating expenses.............

Profit contribution..........cccceeeevveennn,

COrporate......ceeeveereeiereeee e,
Continuing Operations....................

Discontinued Operations.................

Banking &
Macquarie Financial Real Estate Corporate & Treasury Macquarie Macquarie
Funds Services Banking Asset Finance & Commaodities Securities Capital Total
A$m A$m A$m A$m A$m A$m A$m A$m
84 431 ) 134 29 (29 (38) 619
275 698 56 12 126 (20 83 1,230
(20 (49) (8) (27) 926 401 (11 1,212
(4 (167) (243) ©)] 11 - 21 (285)
9 (114) (160) 25 (64) 106 144 (59
344 799 (257) 141 1,028 468 199 2,722
(251) (897) (93) (56) (476) (390) (71) (2,234)
- (6) - (€ 1 - - (6)
93 (104) (350) 84 553 78 128 482
94
576
576
27) 348 1 57 (84) (251) (69) (25)
272 783 68 7 129 (28) 37 1,194
121 19 6 17 771 1,163 (64) 2,033
104 2 (77) 2 108 - 131 242
42 (8) (38) 42 80 218 314 674
512 1,140 (40) 125 1,004 1,102 275 4,118
(237) (900) (89) (58) (394) (500) (189) (2,367)
2 2 - - - - - -
277 238 (129) 67 610 602 86 1,751
(1,085)
666
15,030
15,696
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Basis of Presentation

We apply 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 on deciding how to allocate resources to
operating segments. Such information is provided using different measures to those used in preparing the income
Statement.

The 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 minority interests. The Corporate
segment also includes the impact of changes in credit spread on non-trading financial instruments that are classified
asfair value through profit or loss.

Internal transactions between segments have been determined on an arm’s length basis are included within the
relevant categories of income. Internal management charges are recognized to reflect permanent differences arising
from the income tax treatment of certain income and expenses, which include tax rate differentials on some of the
income earned offshore, and the non-deductibility of certain expenses. All internal transactions are eliminated on
consolidation.

I nternal Reorganization of Operating Groups

In February 2008, the activities of Financial Services and Banking & Securitization were combined to form the
new operating group called Banking & Financia Services.

In April 2008, MBL Group combined the activities of Equity Markets (which was part of the Banking Group)
and the Macquarie Capital Securities division of Macquarie Capital (which was part of the Non-Banking Group) to
form a new operating group called Macquarie Securities. The newly formed Macquarie Securities operating group
is part of MBL Group, however, the Cash division remains part of the Non-Banking Group.

In August 2008, MBL Group combined the activities of Funds Management with the funds and funds-based
structured products of Macquarie Securities and the Macquarie Capital Products division of Macquarie Capital to
form a new operating group called Macquarie Funds. In connection with this reorganization, the funds and funds-
based structured products of the Macquarie Capital Products division of Macquarie Capital was transferred from the
Non-Banking Group to MBL Group. The newly formed Macquarie Funds operating group is part of MBL Group.

In September 2008, the Corporate & Asset Finance division was also formed from the separation of the
Macquarie Capital Finance division from Macquarie Capital. In connection with this reorganization, the Macquarie
Capital Finance division was transferred from the Non-Banking Group to MBL Group. The newly formed
Corporate & Asset Finance division is part of MBL Group.

In January 2009, the Real Estate operating group was reorganized and the majority of Real Estate staff and
several of its responsible entities transferred from MBL Group to Macquarie Capital, forming part of the Non-
Banking Group. The remaining staff and assets in the Banking Group were amalgamated to form the Real Estate
Banking division, which is part of MBL Group.

The results of these new operating groups are presented effective April 1, 2008, with the comparative
information for the years ended March 31, 2008 based on aggregated results of the businesses that comprise the new
operating groups and divisions. The table below reconciles the operating segment results for the 2008 fiscal year
prior to the internal reorganizations discussed above (and as reported in the 2008 annual financial statements) to the
restated comparative operating segment data included in Note5 to the 2009 annua financial statements, which
reflect the internal reorganization. See “Financial Information Presentation” above for further information.
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Year ended Mar 08

Banking & Corporate & Operating
Operating groups Operating Financial Macquarie Macquarie Asset Real Estate Operating groupsas
as previously group Services Securities Funds Finance Banking Group group currently
reported contribution Formation Formation Formation Formation Formation Treasury Other contribution reported
Macquarie
Macquarie Capital 192 (25) (37) (67) 50 27) 86 Capita
Macquarie
Equity Markets 639 25 (62) 602 Securities
Treasury & Treasury &
Commodities 653 (43) 610 Commodities
Real Estate
Real Estate (79) (50) (129) Banking
Banking &
Banking & Financial
Securitization 51 187 238 Services
Financial Services 187 (187) -
Funds Management 178 99 277 Macquarie Funds
Corporate &
- 67 67 Asset Finance
Corporate (1,155) 43 27 (1,085) Corporate
Discontinued Discontinued
Operations 15,030 15,030 Operétions
Total 15,696 - - - - - - - 15,696
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Macquarie Funds

Year ended
Mar 09 Mar 08 M ovement®
A$m A$m %
Net interest income/(eXPeNnSe) ......cccvvveeerereneneens, 84 (27) large
Fee and commission income
BaSEfEES.....covvireiciier e 142 158 (20)
Performance fees.......oorioiicnece s 14 45 (69)
Other fee and cOMMISSION iINCOME ......ccevvvveenen 119 69 72
Total fee and commission iNCOME...........ccceeueen, 275 272 1
Net trading iNCOME ........ccovrieerereesenees e, (20) 121 (117)
Asset and equity investment income..........coc.o.e.., 4 104 (104)
Total other iNCOME........ccoeeeeieieiceceee e, 9 42 (79)
Total operating iNnCOME. .......ccecevvvevereresenenns 344 512 (33)
Operating expenses
Employment eXpenses.........ccocveveveeeevenesieseseens (87) (61) 43
Brokerage and commission eXpenses..........ccue..n, (67) (74) 9
Other operating EXPEeNSES........cccevevererereeeeseenen, (97) (100) 3
Total operating EXPENSES.......ccccevveerereeierieneneens, (251) (235) 7
Total contribution to profit by operating
[0 00T | o TSSOSO 93 277 (66)
Non-GAAP metrics
Assets under management? (A$ billion) ................... 50 47 6
HEBOACOUNE ... 560 465 20

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

The Macquarie CMT, excluded from Macquarie Funds Assets under Management reported above, is a Banking & Financial Services
product that is managed by Macquarie Funds. The CMT closed at A$14.7 billion at March 31, 2009 (September 30, 2008: A$16.1 billion;
March 31, 2008: A$17.6 hillion).

Macquarie Funds added 198 new staff during the period, offset by a reduction in staff of 111. The acquisition and consolidation of fund
managers in the US during the year, as well as the internal transfer of a European distribution business from Macquarie Securities,
contributed 66 staff members to the headcount increase in 2009.

2

Macquarie Funds profit contribution was A$93 million for 2009, a 66% decrease on the prior year from
A$277 million which included alarge gain on the sale of Macquarie-IMM Investment Management Co. Limited.

Net interest income/(expense)

Net interest income of A$84 million in the 2009 fiscal year increased from aloss of A$27 million in the prior
year. Thisresult was driven largely by interest margins from Macquarie Funds' fixed rate loan portfolios, as well as
the full year interest income contribution from retail loans issued to investors in June 2007 as part of Macquarie
Funds' structured investment offerings, including the reFleXion and Gateway products.

Base fees

Base fee revenue of A$142 million in the 2009 fiscal year, decreased 10% from A$158 million in the prior year
due to the decrease in Assets under Management for most of the year. Base fee revenue was lower across most asset
classes, particularly in real estate and infrastructure.

Total Assets under Management were A$49,656 million a March 31, 2009, an increase of 5% from
A$47,254 million a March 31, 2008. The increase included a A$1.7 billion mandate won in March 2009 and
A$5.1 billion Assets under Management from Macquarie Fund's acquisition of the remaining shares in Allegiance
Investment Management in January 2009. Excluding the impact of this acquisition, Assets under Management
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decreased 6% to A$44.6 billion at March 31, 2009. Assets under Management was negatively impacted by
declining asset values and outflows from hedge funds and Asian retail investors moving into lower risk investments,
but was partialy offset by inflows from Australian investors. The fall in base fee revenue was greater than the
decrease in Assets under Management due to fund redemptions from higher margin products. In addition, the
decrease in Assets under Management would have been greater but for the new mandate won in March 2009.

Performance fees

Performance fee revenue was A$14 million in the 2009 fiscal year, down 69% from A$45 millionin 2008. The
prior year included significant performance fees from the Listed Equities division.

Other fee and commission income

Other fee and commission income was A$119 million in the 2009 fiscal year, an increase of 72% from
A$69 million in the prior year. Other fee and commission income includes structuring fees, capital protection fees,
wholesale threshold management fees and internal fees received for managing Banking & Financial Services
products including Cash Management Trust.

Structuring fees were down on the prior year due to lower Australian and European retail product raisings.
Whol esal e threshold management fees also declined as the base on which these were earned was affected by adverse
market conditions. These decreases were offset by significantly higher income from the True Index products due
particularly to strong performance by the Rea Estate Securities division and the inclusion of income from the
German investment distribution business.

Net trading income

Net trading income includes the results for Macquarie Fund's seed investments and some products offered by
the Investment Solutions & Distribution division. Macquarie Funds incurred a trading loss of A$20 million for the
2009 fiscal year, compared to a trading income of A$121 million in the prior year as seed investments were
impacted by the negative performance of markets.

Asset and equity investment income

Asset and equity investment loss for the 2009 fiscal year was A$4 million, compared to a gain of A$104 million
in the prior year, which included a large gain of A$100 million on the sale of investment in Macquarie-IMM. The
current year result largely consisted of equity accounted losses and diminution in the value of investment securities
from Four Corners Capital Management, Fortress Trust, MD Sass Financial Strategies Investment Vehicle, LLC and
the United Kingdom open-ended investment company, CF Macquarie Global Infrastructure Securities Fund.

Other income

Other income for the 2009 fiscal year was A$9 million, a 79% decrease from A$42 million in the prior year,
which included profit from the disposal of held for sale investments. The current period result includes dilution
gains on the sale of joint venture interests and seasona inventory sales associated with the agricultural funds
management business.

Total operating expenses

Total operating expenses increased 7% on the prior year to A$251 million. This was mainly due to higher
overall staff numbers as a result of the acquisition and consolidation of Allegiance Investment Management and
Four Corners Capital Management in the United States, as well as the internal transfer of a European distribution
business from Macquarie Securities, which contributed 66 staff members to the overall headcount in 2009. The
increase in employment expenses was partially offset by reduced IT system costs associated with a new investment
accounting and administration system implemented during the prior year, and lower brokerage and commission
expenses associated with lower structured product raisings in the current year.
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Banking & Financial Services

Year ended
Mar 09 Mar 08 Movement*
A$m A$m %
Net iNterest INCOME.......c.cviecveieeceeeceeeeee et 431 348 24
Fee and commission income
BASEFEES ... 229 247 7)
Brokerage and COMMISSIONS.........ccoererierenerienieie e, 198 256 (23
Platform and other administration feeincome.............cccceevenen, 134 144 (7
Banking, lending and securitization............ccccceeevieveiievenennnn, 75 57 32
Other fee and cOMMISSION INCOME........cccovevveiierenene e, 32 50 (36)
Income from life insurance business and other unit
NOIEr DUSINESSES ........ocveevvcceee e 30 29 3
Total fee and COMMISSION INCOME..........c.ovevevereeeerreerieeeinans, 698 783 (11)
Net trading iNCOME............cvuevvceereeieeeeeeeesessessessessessesssessesnean, (49) 19 large
Asset and equity investment income
Impairment charges on equity investments...........ccocvvevvvveennen, (216) 3 large
Other asset and equity investment iNCOME...........cccceeeeverenenne, 49 1 large
Total asset and equity investment iNCOME............c...coveeeene.. (167) (2 large
Other income
Specific provisions and collective allowance for credit
[OSSES....ueteite ettt (95) (26) 265
Other INCOME.......ceiiiriierereee e, 3 11 (73)
Internal Management Charges” .............oveveeereseeseeseessseessseen. (22) 7 large
TOtal OthEr INCOME ... ee e (114) (8) large
Total OPErating iNCOME..........cccevruereecreeceeieeeresesseees s, 799 1,140 (30)
Operating expenses
Employment eXPENSES........coererieeiereere e (391) (427) (8
Brokerage and COmMmIission EXPENSES.........cocevvevereneesieseesrennen, (140) (117) 20
Other OPErating EXPENSES ...........vveeeeeeseeeseeeeseeeseeeseesseesseeseen (372 (358) 4
Total OpErating EXPENSES...........cvevvereeereeseeerenssneeersseeenee (903) (902) nm
Total contribution to profit by operating group .........c........... (104) 238 (144)
Non-GAAP metrics
Assets under management® (A$ billion) ........ccccooeeveereceeeeenenee, 19 23 (17)
Funds under management/advice/administration® (A$
DITION) vt e, 104 114 9)
HEAACOUNE........ovoveeeeoeeeeeeeeeeee s seeessse s ssesssensssessseseensenn, 2592 3052 (15)

“nm” indicates that the percentage change was less than 1% and therefore not meaningful and “large” indicates that actual movement was
greater than 300%.

Internal management charges are used to capture permanent differences arising from the income tax treatment of certain income and
expenses, which include tax rate differentials on some of the income earned offshore, and the non-deductibility of certain expenses. All
internal transactions are eliminated on consolidation.

The Macquarie CMT, included in Banking & Financial Services Assets under Management above, is a Banking & Financial Services
product that is managed by Macquarie Funds. The CMT closed at A$14.7 billion at March 31, 2009 (September 30, 2008: A$16.1 billion;
March 31, 2008: A$17.6 billion).

Funds under management/advice/administration includes assets under management plus items such as funds on Banking & Financia
Services platforms (e.g. Wrap Funds under management), 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).

Banking and Financia Services' loss of A$104 million for the year was mainly driven by one-off costs relating

to A$248 million recognized on the sale of the Italian Mortgages portfolio.
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Net interest income/(expense)

Net interest income of A$431 million for the 2009 fiscal year, a 24% increase from A$348 million in the prior
year.

Retail deposits grew 103% over the year to A$13.4 billion. This strong growth in deposits reflected a shift in
investor preference to cash-based products combined with the marketing of new cash product offerings such as Cash
XL, the Cash Management Account and deposits via Macquarie Wrap.

In March 2008, Macquarie announced it would wind back its Australian residential mortgage origination
services for both retail and wholesale clients due to the significant increase in funding costs and current conditions
in the global mortgage securitization market. The ongoing business has been profitable as the portfolio runs off.
The Australian mortgage book has reduced in size to A$18.3 billion from A$23.7 billion in the prior year.

The Canadian mortgages business is able to access the Canadian Mortgage Bond program. All Canadian
mortgages are insured by an agency backed by the Canadian government.

The United States' mortgages business has been closed and the book is being run down.

In April 2008, the decision to cease originating new fixed rate consumer loans was announced. The business
will continue to provide services to existing clients. Outstanding loans were approximately A$120 million at
March 31, 2009.

In January 2009, MBL Group sold the mgjority of its investment lending business. As a result of the sale,
combined with poor conditions in equity markets, the investment lending portfolio has fallen to A$2.2 billion at
March 31, 2009 from A$6.0 billion at March 31, 2008. MBL Group retained a portfolio of loans related to
structured products and a small book of margin loans.

Average volumes of loansin fiscal 2009 were relatively stable from the prior year, despite the sale of the Italian
mortgages business and a portion of the investment lending portfolio and the wind down of the Mortgages Australia
business as loan volumes at the beginning of the year had increased materially prior to the worsening of economic
conditions in Australia after the first quarter of 2009. Net interest margin increased in 2009 in spite of higher costs
of funding as aresult of monetary easing by the RBA, the full impact of which was not passed onto customers.

Base fee income

Base fee income decreased 7% to A$229 million in the 2009 fiscal year from A$247 million in the 2008 fiscal
year. The Cash Management Trust closed at A$14.7 billion at March 31, 2009, down 16% since March 2008. The
impact of falling Assets under Management in the CMT was partially offset by growth of 256% in Assets under
Management in the Macquarie Pastoral Fund during the year, with funds under management of A$434 million at
March 31, 2009 asit ramped up in its early stages.

Brokerage and commission income

Brokerage and commission income decreased 23% to A$198 million in the 2009 fiscal year from A$256 million
in the 2008 fiscal year. Despite difficult market conditions, Macquarie Private Wealth maintained its position as the
number one full-service retail stockbroker in Australiain terms of consideration traded.

Platform and other administration fee income

Platform and other administration fee income in the 2009 fiscal year decreased 7% to A$134 million from
A$144 million in the 2008 fiscal year. Wrap funds under administration decreased from A$22.5 billion at March 31,
2008 to A$17.5billion a March 31, 2009, mainly due to negative market movements offsetting Funds under
administration inflows. Macquarie Wrap ranked number one for wrap inflows in the Australian market for the 2008
calendar year.
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Banking, lending and securitization feeincome

Banking, lending and securitization fee income of increased 32% on the prior year to A$75 million from
A$57 million in the 2008 fiscal year. This increase relates mainly to the mortgages and Macquarie Relationship
Banking servicing and administration fees.

Net trading income

Net trading income decreased to a A$49 million loss in the 2009 fiscal year from A$19 million income in the
2008 fisca year. The A$20 million loss on the sale of Macquarie Private Wealth's holding in BrisConnections in
the first half as well as a A$24 million loss due to the impact of foreign exchange movements relating to the sale of
the Italian Mortgages portfolio were the major contributors to Banking & Financial Services A$49 million trading
loss for the year.

Asset and equity investment income

Asset and equity investment income of A$49 million in the 2009 fiscal year increased from A$1 million in the
2008 fiscal year. This was largely driven by a premium of A$52 million which was received on the sale of the
margin lending portfolio. After provisions for redundancies and other closure costs, Banking & Financial Services
recognized a profit on the sale of that business of A$41 million.

I mpairment charges on asset and equity investments

Impairment charges on asset and equity investments increased on the prior year to A$216 million, primarily due
to losses of A$189 million recognized on the sale of the Italian Mortgages portfolio combined with falling asset
values as aresult of the conditionsin financial markets.

Difficult economic conditions in Italy coupled with the effective closure of international securitization markets
led to the decision to cease originating residential mortgages in Italy in June 2008 and the subsequent sale of our
portfolio of Italian Mortgages to Barclays Bank.

Specific provisions and collective allowance for credit losses

Specific and collective provisions against loans increased 265% in the 2009 fiscal year to A$95 million from
A$26 million in the 2008 fiscal year primarily due to increased loan loss provisions across al loan portfolios due to
the slow down in economic activity in al markets and falling house prices in the United States.

Operating expenses

Employment expenses decreased 8% in the 2009 fiscal year to A$391 million from A$427 million in the 2008
fiscal year, in line with a decrease in headcount from 3,052 to 2,592. Remuneration of some staff (mainly financial
planners and advisers) within Banking & Financial Services includes a commission component. Commission
payments to staff were down 15% as aresult of the decrease in brokerage and commission income.

Brokerage and commissions expenses are driven by fees paid to externa distributors of Banking & Financial
Services products and/or services. These expenses increased 20% in the 2009 fiscal year to A$140 million from
A$117 million in the 2008 fiscal year, driven by additiona fees paid due to growth in insurance related business,
including sales of insurance policies and funding of insurance premiums.
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Real Estate Banking

Year ended
Mar 09 Mar 08 M ovement®
A$m A$m %
NEt iNLEr €St INCOME. ... (2 1 (300)
Fee and commission income
BaSETEES.....coi e e 32 31 3
Performance fees ... ..o 2 18 (89)
Mergers and acquisitions, advisory and
01910 L= 4V 115 o [ 11 4 177
Other fEEINCOME........cuveeceeeeeceeeece et 11 15 (27)
Total fee and cOmMMISSION INCOME .......c.cvevcvvecrineee 56 68 (18)
Net trading iNCOME.........c.cviueeeeeeeeeeeee e s (8) 6 (233)
Asset and equity investment income
Asset and equity investment inCOME...........ccverereereeenne 31 184 (83)
Impairment charges on equity investments...................... (180) (301) (40)
Other asset SAlES........c.cucveeceeeeeceeeeete e 6 40 (85)
Total asset and equity investment income..................... (143) (77) 86
Other income
Specific provisions and collective alowance for
CIEdit IOSSES ... (170) (13) large
Other INCOME ..o 24 14 71
Internal Management Charges? ............oveeeeeeeeeeeseesseeinnes (14) (39) (64)
Total Other INCOME........cveerveceeereeeeeeeeeeeeeeeeeeeeeeeseee s (160) (38) large
Total Operating iNCOME ............oveveeeeereeeeeseeeeeseseeeeenn. (257) (40) large
Operating expenses
Employment eXPenses.......ccevveeeereneneneneeesieeee e (31 (32 3
Other OpErating EXPENSES...........cvoveevereereeeeeseeseesrsenennes (62) (57) 9
Total Operating EXPENSES.............ovveveveeeeeereeeeeseseeeenenn. (93) (89) 4
Total contribution to profit by operating group ...... (350) (129) 171
Non-GAAP metrics
Assets under management (A$ billion) .......ccccoeveeviinne, 15 14 7
HEAOCOUNT «.....oovvvoevevcveee e 136 213 (36)

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

Internal management charges are used to capture permanent differences arising from the income tax treatment of certain income and
expenses, which include tax rate differentials on some income earned offshore, and the non-deductibility of certain expenses. All internal
transactions are eliminated on consolidation.

During the 2009 fiscal year, the majority of the Real Estate platform was merged with Macquarie Capital in the
Non-Banking Group to create an integrated rea estate platform in an attempt to maximize domestic and
international real estate growth opportunities (including funds management, advisory and principal activities) and to
leverage expertise from all Macquarie Capital industry and product teams. The remaining businesses formed a new
division called Real Estate Banking.

Real Estate Banking's loss for the year to March 31, 2009 was A$350 million, up 171% from a loss of
A$129 million in the prior year. The year has been challenging for Real Estate Banking with the financia crisis
significantly impacting real estate markets worldwide. Consequently, Real Estate Banking has recognized a number
of provisions and impairment charges during the year, which is described below under “ — Impairment charges on
equity investments and non-financial assets’.
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Net interest income/(expense)

Net interest expense for the year to March 31, 2009 was A$2 million, a 300% decrease from net interest income
of A$1 million in the prior year. The decrease in the year reflects the increased funding cost of equity investments.

Base and performance feeincome

Base management fee income for the year to March 31, 2009 was A$32 million, a 3% increase from
A$31 million in the prior year. Performance fee income for the year ended March 31, 2009 was A$2 million, an
89% decrease from the prior year from A$18 million. Minimal performance fee income was recognized as a result
of the general downturn in global real estate markets and the resulting losses sustained by funds managed by MBL.

Advisory feeincome

Advisory fee income increased to A$11 million in the 2009 fiscal year from A$4 million in the prior year. The
main fee income for the year related to advisory fees on the sale of the interest in Macquarie Prime REIT and its
manager. Additional fees were earned on the capital raising for MGPA Fund I11.

Other feeincome

Other fee income decreased 27% to A$11 million in the 2009 fiscal year from A$15 million in the prior year.
The current year included fees recognized on a number of real estate transactions, including property development
activities, which declined as aresult of reduced activity across all real estate markets.

Asset and equity investment income

Asset and equity investment income decreased 83% to A$31 million in the 2009 fiscal year from A$184 million
inthe prior year. Thisincome category was driven by Real Estate Banking's share of equity accounted income from
associates, which recognized lower income as aresult of poor market conditions.

I mpairment charges on equity investments and non-financial assets

Impairments decreased 40% to A$180 million in 2009 from A$301 million in the prior year. Difficult market
conditions resulted in these further impairments including write-downs on Macquarie Office Trust, other REIT
investments, direct property and inventory.

Other asset sales

Other asset sales decreased 85% to A$6 million in the 2009 fiscal year from A$40 million in the prior year.
Other asset sales in the year ended March 31, 2008 primarily related to the sale of a portfolio of residential and
office properties in Japan, which were not repeated in the 2009 fiscal year.

Specific provisions and collective allowance for loan losses

Specific provisions and collective allowance for credit losses on real estate loans were A$170 million for the
year ended March 31, 2009, an increase from A$13 million in the year ended March 31, 2008. Difficult market
conditions have resulted in this substantial increase, mostly attributable to loans made to developers with US
residential market exposure.

Operating expenses

Operating expenses for the year ended March 31, 2009 were A$93 million, up 4% from A$89 million in the
prior year. Recent decreasesin headcount have not yet been reflected in employment expenses.
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Corporate & Asset Finance

Year ended
Mar 09 Mar 08 M ovement
A$m A$m %
NEt iNterest iNCOME.........coceuevevivereeecrereeeteeee e 134 57 135
Total fee and cOMMISSION INCOME..........c.cvucvereecrereirernes 12 7 71
Net trading iNCOME..........ovvrvreeereeeeereesessesseessesseessesnenes (27) 17 (259)
Other income
Specific provisions and collective allowance for
Credit |0SSES ..ot (3D (20 210
Operating 1€ase iNCOME.......c.evviireierereeee e 47 32 47
Other iINCOME ......c.eiiiiiiee e (©)] 16 (119)
Internal management Charges' .............oo.eeuereeeveeereeenns 9 6 50
Total Other iINCOME..........cevveeereereeeeeree s 22 44 (50)
Total Operating iNCOME .........cvveveverereeereeeeereeeeeereeenas 141 125 13
Operating expenses
Employment eXpenses .......c.coveveeeneneeseseeseseees (28) (30 (7)
Other Operating EXPENSES.............vvevereeerereereeeseeeeeseenn. (29) (28) 4
Total Operating EXPENSES..........o.vveeeeeereereeereeeeesesenan (57) (58) 2
Total contribution to profit by operating group............ 84 67 25
Non-GAAP metrics
HEAOCOUNL.......covoeeeee e 479 476 1

Internal management charges are used to capture permanent differences arising from the income tax treatment of certain income and
expenses, which include tax rate differentials on some income earned offshore, and the non-deductibility of certain expenses. All internal
transactions are eliminated on consolidation.

Corporate & Asset Finance's result for the year to March 31, 2009 was A$84 million, up 25% from
A$67 million in the prior year.

Net interest income

Net interest income for the 2009 fiscal year increased 135% to A$134 million from A$57 million in the prior
year. The increase in net interest income on the combined loan and leasing book was primarily due to portfolio
growth, higher margins and the full year impact from the acquisition of Macquarie Equipment Finance US (formerly
CIT Equipment Leasing) in December 2007.

Specific provisions and allowances for credit losses

Specific provisions and collective allowance for credit losses increased 210% to A$31 million in the 2009 fiscal
year from A$10 million in the prior year. This change is primarily a result of portfolio growth and losses incurred
across the businesses and difficult economic conditions impacting some clients.

Operating leaseincome

Operating lease income for the 2009 fiscal year increased 47% to A$47 million from A$32 million in the prior
year.
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Other income

Other income which primarily relates to gains and losses from the sales of inventory decreased 119% on the
prior year to an expense of A$3 million, from an income of A$16 million in the 2008 fisca year, due to reduced
sales activity.

Total operating expenses

Total operating expenses decreased 2% on the prior year to A$57 million from A$58 million in the 2008 fiscal
year.

Treasury & Commodities

Year ended
Mar 09 Mar 08 M ovementl
A$m A$m %
Income from trading activities (including net interest
income)?
Commodity ProdUCES........ceveeeeieieree e 650 449 45
Foreign exchange Products ..........ccceereenerereneneneseneseseee 180 135 33
INtErest rate ProdUCES........c.cvveceeeeeeeereeee e teeeseeessese s eeseeneeens 125 103 21
Total net trading iNCOME .......c.cvevevuereeereeeee et 955 687 39
Fee and COMMISSION INCOME ......cvouveeeeeeeeeeeeeeeseee et seee e s e 126 129 (2
Asset and equity investment income
Asset and equity invVeStMENt iNCOME.......cccvvvvereereeerere e 79 106 (25)
Impairment charges on equity investments.........cc.cveeveeeeeeeereenen (120) (22 large
OLNEr @SSEL SAIES ...ttt et ee e et et et et et se et eeeeeaeneenens 52 24 117
Total asset and equity investment iNCOME...........vveevereenns 11 108 (90)
Other income
Specific provisions and collective alowance for credit
[OSSES....cueeeeeeeeetesee ettt nnenrennn (158) (32 large
Other INCOME........oo e 29 16 8l
Internal Management Charges™............ocveveeeereeseesesesssesssssnens 65 96 (32)
TOtal OthEr INCOME ...t (64) 80 (180)
Total OPErating iNCOME..........cceveruereecereeeeeeereresaeees e senas 1,028 1,004 2
Operating expenses
Employment EXPENSES.......cccvevieiere et (142) (116) 22
Brokerage and COMmIiSSiON EXPENSES........cocevveerereeeresreeeeeeseeeens (86) (93) )]
Other OPErating EXPENSES ..........oveevereeeeeeeereeeseeseeeeseeesessseeesneeees (247) (185) 34
Total OPErating EXPENSES...........vverveeresresressesseessessesnennes (475) (394) 21
Total contribution to profit by operating group............c.......... 553 610 (9)
HEBOCOUNL ... 509 483 5

! “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 Macquarie and its clients. As such, to obtain a more complete view of the
group’ strading activities, net interest income has been combined with trading income above.

3

Internal management charges are used to capture permanent differences arising from the income tax treatment of certain income and
expenses, which include tax rate differentials on some of the income earned offshore, and the non-deductibility of certain expenses. All
internal transactions are eliminated on consolidation.

Treasury & Commodities total contribution to profit decreased 9% to A$553 million in 2009 from

A$610 million in the prior year due mainly to write-downs, impairment charges and equity accounted losses,
including A$50 million of CDO/CLO investments.
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Commodity products trading income

Commodity products trading income of A$449 million in the prior year increased 45% to A$650 million.
Commodity products trading (encompassing metals, energy and agricultural trading) experienced higher volatility,
wider margins and an exit of competitors across a number of its markets.

Trading income in the Energy Markets division was significantly up on the prior year primarily due to increased
market volatility and continued growth of various businesses. The largest contributor was US Gas Trading, and
other key contributors were US Power, UK Gas and Energy OTC. The Constellation business was acquired in
March, 2009.

The Agricultural and Investor Products division was down on a very strong prior year. Although revenue
opportunities for investor products declined, increased market volatility resulting in increased activity in agricultural
risk management services.

The Metals and Energy Capital division was again a significant contributor during the year. The Metals trading
book had a strong year, also benefiting from volatile markets, fewer competitors and wider spreads.

Foreign exchange products trading income

Trading income on foreign exchange products for the 2009 fiscal year increased 33% to A$180 million from
A$135 million in the prior year. The Foreign Exchange division had arecord year, benefiting from volatile currency
markets and the positive effect of this volatility on client demand for foreign exchange products, which trandated to
increased volumes transacted.

I nterest rate products trading income

Trading income on interest rate products for the 2009 fiscal year increased 21% to A$125 million from
A$103 million in the prior year. The current year result included a strong contribution from the Interest Rate
Derivative book but was aso impacted by difficult market conditions and mark-to-market write-downs of
A$50 million on CLO/CDO investments (March 31, 2008: A$38 million).

Fee and commission income

Fee and commission income for the 2009 fiscal year decreased 2% to A$126 million from A$129 million in the
prior year. The Futures division remains the key contributor to thisincome category.

Asset and equity investment income

Asset and equity investment income for the 2009 fiscal year decreased 25% to A$79 million from
A$106 million in the prior year due to lower profits from the sale of equity investments in the resources sector.

I mpairment charges on equity investments

Impairment charges increased to A$120 million in the fisca year 2009 from A$22 million in the prior year.
These impairment charges were recognized mainly on listed equity investments in the resources sector.

Other asset sales

Income from other asset sales increased 117% to A$52 million from A$24 million in the prior year, reflecting
the gain on sale of a number of resources-related net profit interestsin the Metals & Energy Capital division.
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Specific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses increased to A$158 million in 2009 from
A$32 million in the prior year. There were A$133 million in specific provisions raised and an increase in the
collective allowance for credit losses of A$25 million.

Operating expenses

Total operating expenses in the 2009 fiscal year increased 21% to A$475 million from A$394 million in the
prior year. Employment expenses in the 2009 fiscal year increased 22% to A$142 million from A$116 million in
the prior year; this was driven by an increase in headcount and costs incurred in restructuring and growing the
business. Other operating expenses in the 2009 fiscal year increased 34% to A$247 million from A$185 million in
the prior year, mainly as a result of increased investment in IT infrastructure, including the development of new
global Loan and Deposits system.

Macquarie Securities

Year ended
Mar 09 Mar 08 Movement
A$m A$m %
Income from trading activities (including net interest
INCOME) - EQUITIESY ..., 382 912 (58)
Total fee and COMMISSION INCOME.........ovvevereereeeeeeeeeeeeeen (20) (28) (29)
Other income
Other iINCOME .....c.ooie e e - 3 (100)
Internal management Charges?...........co.ovveeeeeeeeensesssensennenn, 106 215 (51)
Total Other INCOME........cvvveviecreeieisieie e, 106 218 (51)
Total OPerating iNCOME..........cvueuerreererieeessese s, 468 1,102 (58)
Operating expenses
Employment eXPenses........cooeevereereneenenieeseseeeseseeen, 27) (67) (60)
Brokerage and COMMIiSSiON EXPENSES .......ccervereereeriereeniennen, (206) (309) (33
Other Operating EXPENSES. .........o.ueveeeeeeeeeeeeeeseeeeeesssesseennen (157) (124) 27
Total Operating EXPENSES...........cvevereeeeereeeeeeeeeeesseseesnenn, (390) (500) (22)
Total contribution to profit by operating group................ /8 602 (87)
Non-GAAP metrics
HEACOUNL ... 113 163 (3D

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 Macquarie and its clients. As such, to obtain a more complete view of the
group’ strading activities, net interest income has been combined with trading income above.

Internal management charges are used to capture permanent differences arising from the income tax treatment of certain income and
expenses, which include tax rate differentials on some of the income earned offshore, and the non-deductibility of certain expenses. All
internal transactions are eliminated on consolidation.

Macquarie Securities profit contribution for the year ended March 31, 2009 was A$78 million, down 87% from
A$602 million in the prior year mainly due to decline in equity products income and brokerage and commission
income.

Income from trading activities (including net interest income)
Trading income from equity products (including net interest income) for the year ended March 31, 2009 was
A$382 million, down 58% from A$912 million in 2008. A significant decline in demand for listed structured

products and unprecedented volatility resulting in trading losses contributed to the decline in derivatives trading
income. Dislocation in global equity markets and continued volatility delivered arbitrage trading income that was
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dightly down on the prior year. Hedge fund de-leveraging, redemptions and regulatory changes to short selling
resulted in a substantial decline in Synthetic Products revenues. Structured Equity Finance revenues were
significantly down as a result of lower stock borrow and loan volumes. In addition, the trading result for the year
included a provision for losses on BrisConnections.

Fee and commission income

Fee and commission income for the year ended March 31, 2009 was a loss of A$20 million, down 29% from a
loss of A$28 million in the prior year. Thisincome category largely consists of brokerage and commission income,
which predominantly includes transaction-related fees from cash equities services provided to institutional clients
including internal clients.

During the year, a decline in equity market values, the de-leveraging of certain market participants and a flight
of investors from equities saw significantly lower equity market volumes than the prior year, which led to lower
overall equity market turnover (down 25% in Australia and 32% in Asia on the prior year), and a corresponding
decrease in income.

The effect of the lower overall market turnover was partialy offset by the full year contribution from secondary
market brokerage from the Canadian business (acquired December 2007) and income from the United States and
European greenfield cash equities businesses that continue to be built out as well as a service fee charged to the
Non-Banking Group for back office functions.

Employment expenses

Employment expenses in the year ended March 31, 2009 were A$27 million, down 60% from A$67 million in
the prior year, largely due to decreases in headcount.

Brokerage and commission expenses

Brokerage and commission expenses in the year ended March 31, 2009 were A$206 million, down 33% from
A$309 million in the prior year. The decrease in brokerage and commission expenses was primarily driven by lower
trading volumes and brokerage operations during the year.

Other operating expenses

Other operating expenses in the year ended March 31, 2009 were A$157 million, up from A$124 million in the
prior year. The increase was predominantly due to continued investment on enhancing the IT platform for both front

and back office functions and the increased offshore expense driven by the depreciation of the Australian dollar
against the US dollar and Euro.
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Macquarie Capital

Year ended
Mar 09 Mar 08 M ovement®
A$m A$m %
Net iNterest INCOME.......cooeerirererieeee e, (38 (69) (45)
Fee and commission iNCOME........cccceverereseneneeieeeen, 83 (37 large
Total net trading iNCOMEe .......cccoveveeieree s (11) (64) (83)
Asset and equity investment inCOMe.........ccoeveerereeeenns 21 131 (84)
OthEr INCOME ...t 144 314 (54)
Total operating iNCoOME..........cuvveeeeurreeereereeereersseesseneneens 199 275 (28)
Total Operating EXPENSES ..........oveeveeeeeeeeeeeseeeseeseeeeeesseeen, (71) (189) (62)
Total contribution to profit by operating group ........... 128 86 49

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

Macquarie Capital’s result for the year to March 31, 2009 was A$128 million, up 49% on the prior year result
of A$86 million.

Net interest income/(expense)

Net interest expense of A$38 million for the year ended March 31, 2009 comprises net interest expense on
borrowings for investments which decreased during the year.

Fee and commission income

Fee and commission income for the year ended March 31, 2009 increased over the prior year to A$83 million
largely due to the release of a provision of A$62 million which was initially recognized in the prior year.

Asset and equity investment income

Asset and equity investment income for the year ended March 31, 2009 included a A$41 million gain on
disposal of aircraft leasing assets offset by A$56 million in impairment charges related to the write down of the US
portfolio of asset-backed securities held for sale reflecting adecline in value.

Total other income

Total other income for the year ended March 31, 2009 was A$144 million driven by internal management
charges (which are eliminated across the segments on aggregation) of A$149 million.

Total operating expenses

Total operating expenses were A$71 million for the year ended March 31, 2009, down 62% on the prior year
dueto areduction in activity.

For the period post the Restructure, which occurred in November 2007, and up to September 30, 2008 all
Macquarie Capital staff were employed by the Non-Banking Group and therefore no direct employment expenses
are incurred in the Banking Group. Employment expenses are incurred in the Non-Banking Group and recharged
viaaservice feeto MBL which isreflected in the “ Total operating expenses’ category.
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Capital Analysis
Overview

As an Australian Prudential Regulation Authority (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’sminimum 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 regquirement, calculated using MGL's ECAM.
Transactions internal to MGL Group are eliminated.
Banking Group capital

MBL is accredited by APRA under the Basel 11 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 abank’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 periodicaly 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% until April 2020. On September 11, 2009, £307.5 million of
MIPS owned by entities associated with MGL Group were redeemed and on September 29, 2009, £307.5 million of
reset convertible debentures issued by Macquarie Bank’s London Branch were subsequently redeemed. As at
March 31, 2010, 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 dligible for inclusion in Tier 1
capital and a portion of equity reserves. MBL Group Lower Tier 2 capital consists of subordinated debt issued to
financia ingtitutions, 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, 2010, MGL Group either caled or bought back A$463 million of
subordinated debt instruments.

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.

Banking Group total capital base

MBL Group’s regulatory capital supply and capital ratios as of March 31, 2010 are detailed in the following
tables.

Asat M ovement*
Mar 10 Mar 09
A$m AS$m %
Tier 1 capital
Paid-up ordinary share capital ..........ccccoevviiviererieerere e 6,595 4,560 45
RESEIVES.......e ettt renne s (86) 190 (145)
Retained EarningS ........cccoerieeririeeneneesese e 962 882 9
Innovative Tier 1 Capital ......ccceveveeeererere e 459 915 (50)
GrossTier 1 Capital .....ccoooeveieririeee e 7,930 6,547 21
Deductionsfrom Tier 1 capital:
GOOAWII ..t 193 162 19
Deferred taX asSelS......cvviriiriereeeeieereese s 434 53 large
Changesin the ADI’ s own creditworthiness on banking book
[HADIHTIES ... 49 340 (86)
Intangible component of investments in non-consolidated
subsidiaries and other non-Level 2 entities..........cccoceveieenne 621 128 large
Loan and lease origination fees and commissions paid to
mortgage originators and brokers..........ccoovvveveevevenievecennenn, 132 170 (22)
Holding of own Tier 1 capital instruments agreed with APRA . - 127 (100)
Other Tier 1 capital deductions..........cccccvveevecceccerece e 283 357 (21)
Deductionsfrom Tier 1 capital only........cccooeveevincieninsienenens 1,712 1,337 28
Other 50/50 deductions from Tier 1 capital:
Non-subsidiary entities exceeding prescribed limits (50%)....... 151 112 35
Non-consolidated subsidiaries (509%).........cccoeverereneeesieeieennens 255 274 @)
All other deductions relating to securitization (50%)................. 43 74 (42)
Shortfall in provisions for credit [0sses (5090) ........ccccceeveveeenenee. 171 294 (42)
Other 50/50 deductions from Tier 1 capital (50%) ........ccccevenene 134 172 (22)
Total 50/50 deductionsfrom Tier 1 capital.......ccccceeevvrerrrnnnee. 754 926 (19)
Total Tier 1 capital deduCtions........cccccvvvivvvvvverceeerer e 2,466 2,263 9
Net Tier 1 capital ...coccoevereiiireerereeere e 5,464 4,284 28
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Tier 2 capital
Upper Tier 2 capital:

Excess Tier 1 capital iINSIrUMENES.......cccceeveeevenene e

Other Upper Tier 2 capital .......ccccoeveveve v
Lower Tier 2 capital:

Term subordinated debt ..o
GrossSTier 2 Capital .....ccocoevireeiririeereeere s
Deductionsfrom Tier 2 capital:

Holding of own Tier 2 capital instruments agreed with APRA .

50/50 deductions from Tier 2 capital .......cceeeveeeveeeeieeveeiennens
Total Tier 2 capital dedUCtioNS..........coeeveererecnieeeeee
N[ A Y= o= o) -
Total capital base.......cccccevvviii i

! “large” indicates that actual movement was greater than 300%.
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Asat Movement*
Mar 10 Mar 09
A$m A$m %
- 204 (100)
168 86 95
1,404 1,941 (28)
1,572 2,231 (30)
- 204 (100)
754 926 (29
754 1,130 (33)
818 1,101 (26)
6,282 5,385 17




Risk Weighted Assets

Credit risk — Risk-Weighted Assets (RWA)
Subject to F-IRB approach:

Residential MOrtgage.......ccvovrererinireeesese e sessee e
Other FEall ...
Total RWA subject to F-IRB approach ........ccceevveeeeveenenievcseseenns
Specialized lending exposures subject to slotting criteria’.................
Subject to standardized approach: ...........cccceevviieieicicre s
(O] 0 0] = (=SSR
BaNK ...
Residential MOrtgage.......cccvovrerererireeeeeesese s eseeeeneens
Other FEall ...

Total RWA subject to standardized approach ..........ccoceevvvvceeeeeenen.
Credit risk RWA for securitization eXpOSUreS..........ccceeuerueeeeieeieennens
Total credit risSk RWA ...
Equity risk eXxposureS RWA ...
Market FisSk RWA .....ooooiiciieee ettt
Operational MK RWA ... e
Interest rate risk in banking book RWA ... iesenecieeen,
APRA scaling factor (6%) applied to IRB eXposures...........cccccueuee.
Total RWA ..

Capital ratios
Macquarie Bank Group Tier 1 capital ratio (96) ......cccceverereieenieruenn
Macquarie Bank Group Total capital ratio (%) ......cccoeeeeveeiereniennne

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

Asat M ovement®
Mar 10 Mar 09
A$m A$m %
15,254 9,901 54
730 36 large
2,324 1,134 105
1,897 1,952 3
1,006 680 48
21,211 13,703 55
3,002 3,101 3
3,270 3,486 (6)
49 18 172
462 197 135
3,376 2,496 35
2,728 3,540 (23)
9,885 9,737 2
1,019 1,074 (5)
35,117 27,615 27
1,715 1,189 44
2,480 2,082 19
6,748 5,761 17
— 6 (100)
1,273 822 55
47,333 37,475 26
115 114 1
13.3 14.4 )

2 Includes A$393 million for exposures to the Non-Banking Group (March 31, 2009: A$710 million).

3

126

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



Statutory consolidated balance sheet

Assets

Cash and balances with central banks...........ccoceeeveiiveeieie e
DUETrOM BDANKS .......veeieie ettt

Cash collateral on securities borrowed and reverse repurchase

BOIEEMENES......ecviiteietestee et e sttt et s eetesr e e besaeneeresreneas
Trading portfolio @SSELS.......cocvvvviere e
Loan assets held at amortized COSt.........cccvevveevieceeceeceece e

INtaNGIDIE BSSELS.......ooveieereereee e s
Life investment contracts and other unit holder assets...................
Due from related body corporate entities .........ccoceevveeeveeceeveereennenn,

Interests in associates and joint ventures using the equity

Property, plant and eqUIpPMENt ..o v
Deferred iNCOME taX aSSELS......ccvverererere e seee e e

Non-current assets and assets of disposal groups classified as

NEI FOr Sl

Liabilities

DUE O DANKS. .....coeeeeesese e
Cash collatera on securities lent and repurchase agreements..........
Trading portfolio liabilities..........ceerieieiirie s
Derivative financial instruments — negative values............cccc......

Other financial liabilities at fair value through profit or loss..........
(@101 A = o1 L 1=
Current tax lHabilItIES ......eiicveecee e
Life investment contracts and other unit holder liabilities..............
PrOVISIONS ...oeieieeie ettt s e e st e s s ete e e s eaneeas
Due to related body corporate entities........c.ooevveeeeeeieneseneseneen
Deferred income tax [HabilitiES........cueeeiveeeeeecee e

Liabilities of disposal groups classified as held for sale.................

Total liabilities excluding loan capital ...........ccoovevenienieninienns

Loan capital

Subordinated debt at amortized COSt.........covvererereienereeseeeeee
Subordinated debt at fair value through profit or 10Ss ..o
Total 10an Capital ........ccevevievinieie e
Total llabilitieS .....ccveeceicieces s

Equity
Contributed equity:

Ordinary share Capital...........cccoeeveieeveeiesese e
Equity contribution from ultimate parent entity ........c..cceceevvevvennee.
Macquarie INCOME SECUNTIES ......ccvveeerecere e
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Asat
Mar 10 Mar 09 M ovement®
A$m A$m %
- 141 (100)
6,490 10,169 (36)
6,084 4,534 34
11,324 8,772 29
43,794 43,922 nm
7,125 5541 29
21,540 27,335 (21)
7,321 4,341 69
16,761 14,544 15
948 337 181
4,854 4,314 13
2,391 4,647 (49)
915 1571 (42
139 88 58
373 93 large
51 56 )
130,110 130,405 nm
2,167 3,264 (34)
7,201 3,881 86
4,921 1,980 149
21,634 27,273 (21)
22,288 21,603 3
39,408 48,270 (18)
2,625 3,878 (32
6,727 4,001 68
76 111 (32
4,864 4,312 13
71 76 @)
8,008 3,332 140
273 72 279
9 - _
120,272 122,053 @
905 1,491 (39)
499 451 11
1,404 1,942 (28)
121,676 123,995 )
8,434 6,410 32
6,508 4,503 45
87 57 53
391 391 nm
(170) (201) (15)



Asat

Mar 10 Mar 09 M ovement®
A$m A$m %
RetaiNed EaININGS .....coueeeieeeierie et e 1,533 1,250 23
Total capital and reserves attributable to equity holders of
Macquarie Bank Limited........co.cooovreeeeeereeeereseeeeesesseeseesenae 8,349 6,000 39
MINOFILY INEEFESES. ....viieeieieeeee e 85 410 (79)
TOtal EQUITY .vevveieeiecee e 8,434 6,410 32

! “nm” indicates that the percentage change was less than 1% and therefore not meaningful and “large” indicates that actual movement was

greater than 300%.

Tota assets of A$130.1 billion a March 31, 2010 were marginally down from A$130.4 billion at March 31,
2009, a decrease of A$295 million.

Improved activity in global markets over the past year has resulted in an increase in trading related balances,
including Cash collateral on securities borrowed & reverse repurchase agreements (up A$1.6 hillion).

Loan assets of A$43.8 hillion at March 31, 2010 were broadly in line with A$43.9 billion at March 31, 2009
primarily due to a reduction in the Australian mortgage portfolio as the business continued to wind down, partialy
offset by an increase in loan volumes in the Corporate & Asset Finance division largely due to corporate debts
acquired since March 2009 and the acquisition of a A$1.0 billion portfolio from Ford Credit in October 2009.

Amounts due from banks decreased A$3.7 billion since March 31, 2009 mainly due to a reduction in liquidity
requirements.

Interests in associates and joint ventures using the equity method decreased 42% from A$1.6 hillion at March
31, 2009 to A$915 million March 31, 2010 due to impairments and asset sales recognized during the year. The
strengthening of the Australian Dollar compared with major globa currencies during the year contributed to a
reduction in the value of investments held in foreign currencies.

Intangible assets increased A$611 million from A$337 million at March 31, 2009 to A$948 million at March
31, 2010 largely due to the acquisition of Delaware Investments in January 2010. Other assets increased
A$3.0 billion from March 31, 2009 to A$7.3 billion at March 31, 2010 mainly due to an increase in unsettled trades,
reflecting an increase in globa market activity.

Total liabilities (excluding loan capital) decreased 1% from A$122.1 billion a March 31, 2009 to
A$120.3 billion at March 31, 2010. The main driver of the decrease has been a A$8.9 hillion reduction in Debt
issued at amortised cost from A$48.3 billion at March 31, 2009 to A$39.4 hillion at March 31, 2010. Movementsin
trading related balances from March 31, 2009 (Cash collateral on securities lent & repurchase agreements up A$3.3
billion and Trading portfolio liahilities up A$2.9 billion) have resulted from improved market conditions compared
to the prior year.

Tota equity has increased A$2.0 billion since March 31, 2009 to A$8.4 billion at March 31, 2010. The main
driver of the change has been the profit for the year to March 31, 2010 of A$663 million.
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This analysis is based on the funded balance sheet classification of loan assets and not the statutory balance
sheet classification. For details on the funded balance sheet see “— Liquidity — Funded Assets and Funding
Sources of MBL Group.”

For the year ended March 31, 2010 funded |oan assets of MBL Group consisted of:

Year ended
MBL Group
Mar 10
A$b
Mortgages
AUSEFAITAL ottt 2.2
UNIEA SEAES. ...c.ecvereeeee sttt st s e 0.9
CANAA ...t e e sae e re s 6.7
SLHUCLUFEd INVESLMENTS ...ttt e e b et eane e 3.7
BaANKING ...veveeeeterieete et 3.6
REBI BSLALE.......cvieeeieieieisiere et 0.6
Resources and COMMOUILIES ........ccoueieririire e 1.7
Corporate & Asset FINanCe l€aSINg .......cccooeiereriiiiicee e 35
Corporate & Asset Finance lending.........ccooveveeeecievcse s 51
(@107 g =0T [T o TS 0.1
T O et e nre e 28.1
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.
o Canada: most loans are fully insured with underlying government support.
Structured Retail loans to invest in various investment funds. Secured by investments with value
investments........ protected by capital guarantees at maturity. Underlying assets primarily include direct and
indirect equities and cash.
Banking ............. 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.

Rea estate.......... Loans secured against rea estate assets, generaly subject to regular independent
valuations. Large impairment provisions.

Resources and Diversified loan portfolio primarily to the resources sector that are secured by the

Commodities...... underlying assets. Secured by gold, base metals and oil resources and supported by price
hedging.

Corporate & Secured by underlying leased assets (motor vehicles and specialized equipment),

Asset Finance diversified portfolio by geography and security asset class.

leasing......cc.co.....

Corporate & Diversified secured corporate lending, subject to regular recoverability review. Secured by

Asset Finance adiverse range of corporate assets and other securities.

lending...............
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L oan Category Asset Security

Other lending..... Deposits with financial institutions as collateral for trading positions.

Equity investments
Equity investments are reported in the following categories in the statutory bal ance sheet:
e  Other financia assets at fair value through profit or loss
e Investment securities available for sale
e Investment in associates
e Assatsand disposal groups held for sale.

The classification is driven by a combination of the level of influence MGL 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 Investmentsin Macquarie-managed funds
e Other investments not held for sale or are not investments in Macquarie-managed funds
e Heldfor saleinvestments.

The tables below set out the composition of these categories of equity investments for the 2010 and 2009 fiscal
years.

Equity investments reconciliation

Asat
Mar 10 Mar 09
A$m A$m

Equity investments (excluding Held for Sale)
Statutory balance sheet
Equity investments within Other financial assets at fair value

through profit Or [0SS.......ccceveivee e 1,190 2,086
Equity investments within Investment securities available for

SAl . 661 411
Interests in associates and joint ventures using the equity

111 (2o [OOSR 915 1571
Total equity investments per statutory balance sheet ...... 2,766 4,068
Adjustment for funded balance sheet
Equity hedge POSItiONS............cerrwermmrrreererreesnessressneeee (1,023) (1,951)
Total funded equity investments..........ccoceevveerivnivnenenenne. 1,743 2,117
Adjustmentsfor equity investments analysis
Available-for-Sale reServes’ ............oovvvrvvneciiessissssessennn. (172) (19)
ASSOCIBLE TESBIVES.......cooovevraeeessseeessseeessssssssssesssessssseees Q) (43)
Total adjusted equity investments’............ccccooevvrrenreens 1,570 2,055
Held-for-Sale investments.........ccocoveirennenccnccerceenes
Net assets of disposal groups classified as held for sale........ 42 56
Total equity investmentsincluding Held for

Sale INVESIMENES.....c.ocieeireeeeeee e 1611 2111
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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 and provides funding under the Intra Group Loan to MGL.

The high level funding relationships of MGL Group are shown below:

Banking Group

| |
| 1
I :
Debt — MACQUARIE GROUP LIMITED (MGL) — Equity
I |
| l
\Debt&Equity | N Debt & Equity !
Intra-group Loan : :
‘ , [
| |
Debt and MACQUARIE BANK : ! :
Hybrid LIMITED (MBL) i Non-Banking Group i
EqU|ty 1 :
l .
i i

—_———————— e, —————

Liquidity Management

MGL Group's liquidity 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 asa
NOHC. See “Regulation and Supervision — Australia— APRA” for further information.

Liquidity Policies and Principles

MGL provides funding predominantly to the Non-Banking Group. As such, the MGL liquidity policy outlines
the liquidity requirements for the Non-Banking Group. The key requirement of the policy is that MGL is able to
meet all of its liquidity obligations on a daily basis and during a period of liquidity stress. a twelve month period
with no access to funding markets and with only alimited impact on franchise businesses.

Reflecting the longer term nature of the Non-Banking Group asset profile, MGL is funded predominantly with a
mixture of capital and long-term wholesale funding. MGL has no short-term wholesale funding.

The MBL liquidity policy outlines the liquidity requirements for the Banking Group. The key requirement of
the policy isthat 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 isfunded mainly by capital, long-term liabilities and deposits.
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MBL can provide debt funding to MGL (or the Non-Banking Group) up to a regulatory limit that is determined
by APRA’snon 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 aresult, 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.

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 Interna pricing incorporates liquidity costs, benefits and risks to align risk-taking activities with
liquidity risk exposures

e Diversity and stability of funding sourcesis akey 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 analysisis 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 al repayment obligations under each scenario
and determine the capacity for asset growth. The modeling includes two 12-month liquidity projection scenarios
significantly more severe than the conditions that have been experienced since August 2007.

Scenarios are run over a number of timeframes (including twelve 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 al funding environments, including worst case conditions. The

minimum liquid asset requirement is calculated from scenario projections and also complies with regulatory
minimum requirements.
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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.

The liquid asset portfolio contains only unencumbered assets that can be relied on to maintain their liquidity ina
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. Asat March 31, 2010, 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 bank 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 commercia 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.

MGL Group had A$22.2 billion cash and liquid assets at March 31, 2010 (March 31, 2009: A$30.3 hillion), of
which A$20.1 billion were held by MBL Group (March 31, 2009: A$25.5 hillion).

MGL 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 “— Regulatory Devel opments’
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 upon the occurrence of aliquidity 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 actionsto be
taken, and contact lists to facilitate prompt communication with al 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 MGL 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 MGL Group is maintained.

Funding Transfer Pricing
An internal funding transfer pricing system is in place which aims to align businesses 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

On February 17, 2010, Standards and Poor’s revised its outlook for MGL from Negative to Stable. As at
March 31, 2010, the credit ratings for each of our funding vehicles were as follows:

Macquarie Group Limited Macquarie Bank Limited
Long-term Long-term
Rating Rating
Rating Agency’ Short-term Long-term Outlook Short-term Long-term Outlook
Fitch Ratings........c.ccoevvvvenne F-1 A Stable F-1 A+ Stable
Moody’s Investors Services .. P-1 A2 Negative P-1 Al Negative
Standard & Poor’s................. A-2 A- Stable 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.
Regulatory devel opments

In response to the global financial crisis, regulators worldwide are proposing to enhance their prudential
standards for liquidity risk management of financial institutions. The proposed changes include more stringent
qualitative and quantitative requirements to enhance the resilience of financial institutions under stressed market
conditions. See “Regulation and Supervision” above for further information on these proposed changes.

In Australia, the proposed regulatory changes are expected to result in higher capital and tighter liquidity
requirements for the banking sector. MBL Group currently expects that, if APRA’s liquidity proposals are
implemented in their current form, the key implication for MBL would be the narrowing of the definition of “liquid
assets’, which could require it to hold lower yielding assets such as Commonwealth Government Securities, and
significantly increased reporting requirements. See “Regulation and Supervision — Australia— Discussion Paper -
APRA'’s prudential approach to ADI liquidity risk” for further information. MBL Group continues to monitor
relevant regulatory and other market developments.

Funding Transactions

The table below sets out MGL Group’ s term funding transactions in the year ended March 31, 2010:

Year ended
Mar 10
Banking Non-Banking
Funding Source Group Group Total
A$bn A$bn A$bn

Secured finance
Term SECUred fINANCE.......ccieeiiiee ettt s 31 - 31
I ssued paper
Commonwealth GUAranteed ...........cceecveveeiieeieeeie et 3.7 - 3.7
UNQUENBNTEEM........ceeeeetirieierte ettt - 3.0 3.0
Capital
Ingtitutional placement and retail share purchase plan.........ccccceeveuee. - 12 12
TOEAL ..ttt r e e ae e ae s 6.8 42 11.0

In the year ended March 31, 2010, MBL Group raised A$3.1 hillion of term secured finance, of which A$2.5
billion was through the Canadian Mortgage Bonds program.

Since March 31, 2009, MBL and MGL have continued to raise term wholesale funding. In the year ended

March 31, 2010, MBL issued A$3.7 billion of Commonwealth — guaranteed funding and MGL issued A$3.0 billion
of non-guaranteed funding.
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On October 14, 2009, MBL Group raised further term funding through the issuance of A$675 million SMART
Series 2009-1 bonds. These securities are backed by automobile and equipment receivables previously funded
through non-recourse warehouse facilities.

On February 7, 2010, the Commonwealth announced the withdrawal of the Commonwealth Large Deposits and
Wholesale Funding Guarantee Scheme effective March 31, 2010. Although wholesale markets began to be
accessible without the Commonwealth Large Deposits and Wholesale Funding Guarantee Scheme during the second
half of the 2010 fiscal year, the effect of terminating the Commonwealth Large Deposits and Wholesale Funding
Guarantee Scheme is uncertain, and may affect the general level of liquidity in the international capital markets and
our cost of funding. As a March 31, 2010, MBL had US$12.0 hillion of Commonwedath guaranteed debt
outstanding. See “Risk Factors — Our business and financial condition may be negatively impacted by adverse
credit and equity market conditions, which may negatively affect our businesses in certain industry sectors, impair
our ability to meet our liquidity needs, adversely affect our access to international capital markets and increase our
cost of funding”. Commonwealth guaranteed issuances were only available to MBL and could not be used to fund
the Non-Banking Group.

On May 7, 2009, MGL completed a A$540 million capital raising in the Australian and international capital
markets through an ingtitutional private placement that resulted in the issue of approximately 20 million additional
ordinary shares at A$27 per ordinary share. In addition to the institutional placement, on June 2, 2009, MGL
completed a A$669 million Share Purchase Plan for eligible retail shareholders that resulted in the issue of
approximately 25 million additional ordinary shares at A$26.60 per ordinary share.

Recent Funding Developments. On April 22, 2010, unitholders of investments in the CMT approved the
conversion of the CMT to an at call CMA with MBL, effective July 31, 2010. The final balance to be transferred is
subject to change, however, the CMT volume at March 31, 2010 was A$9.5 hillion, which represents the CMT
balance as at March 31, 2010 net of amount on deposit with MBL of A$0.5 billion. We expect that our excess
liquidity will continue to be deployed across our businesses as growth opportunities arise and are evaluated. See
“Macquarie Bank Limited — Our Strategy” above for further information.

During April 2010, MBL Group raised C$181 million of term secured finance through the issuance of National
Housing Authority Mortgage Backed Securities.

Explanation of Funded Balance Sheet

MGL and MBL’s statutory balance sheets are prepared based on AGAAP and do not always represent their
actual funding requirements. For example, the statutory balance sheet includes certain accounting gross-ups and
non-recourse self funded assets that do not represent afunding requirement of MGL or MBL.

The tables below have been prepared to reconcile the reported assets of the consolidated MGL Group to net
funded assets at March 31, 2010. This MGL Group funding requirement is then split between the Banking Group
and the Non-Banking Group to assist in the analysis of each of the separate funding requirements of MBL and
MGL.
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MGL Group Asat

Mar 10
Asb
Total assetsper MGL Statutory BalanCe Sheet .........covvvvvieiececece e 145.9
Accounting deductions:
Self FUNAEA trading BSSELS ...t s s (15.4)
Derivative revaluation aCCOUNLING GrOSS-UPS? .........cvucveeeeeeesesseesesseesessesssssesessesssssesessseseens (21.2)
Life investment contracts and segregated assets’ (7.3
Broker settlement balances..................... (5.7)
Short term working capital assets’ (6.6)
Non-recourse funded assets:
Securitized assets and non-recourse warehouses® (14.8)
NEL FUNAEA BSSELS.......oocveoeveoeeeocsesc e seess s s s s ss s ss s ss s ssses s st s s sesessssss s ssnsons 74.9

Self funded trading assets. There are a number of entries on the balance sheet that arise from the normal course of trading activity MGL
Group conducts with its clients and counterparties. They typically represent both sides of a transaction. The entries off-set 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. MGL Group’s derivative activities are mostly client driven with client positions hedged by
off-setting 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 MGL 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 MGL 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 MGL 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, MGL Group through its day-to-day operations generates
working capital assets (e.g., receivables and prepayments) and working capital liabilities (e.g., creditors and accruals) that produce a ‘net
balance’ that either requires or provides funding rather than the gross balance.

Securitized assets and non-recourse warehouses. Some lending assets (mortgages and leasing) are commonly sold down into external
securitization entities or transferred to externa funding warehouses. As a consequence they are non-recourse to MGL Group and are
funded by third parties rather than MGL Group.
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Funded Assets and Funding Sources of MGL Group

The following table represents the funded balance sheet of MGL Group at March 31, 2010:

Asat
C Mar10
A$b

MGL Group
Funding sour ces
Wholesale issued paper:*

Negotiable certificates of deposits. 19

COMMENCIBl PAPET ...cuvevereeciesieseeee e et e st e s re e se e e enaenaenrenrenes 3.0
NEL ra0E CrETITONS ........eeveoeeeeee et ss s es s s s 0.4
SHUCKURE NOLES™........oe et 2.8
SECUrEd FUNGING” ...ttt 8.3
BONOS’ 1..oovtvsetsees sttt 175
(01121= g 167 3 =3O 0.7
SENIOF Credit FACHTTY .......veeveeeceeeee e r e 6.9
Deposits®

[ =TI L= 0 [0 1S ) (=TSR 155

Corporate and Wholesale dEpOSItS.........c.coeiererecese e e 4.1
Loan Capital®............ 2.0
Equity and hybrids™ 11.8
B 0] = | SO PRSP 74.9
Funded assets
Cash and liQUIT GSSES™ ...ttt eeeeeen 22.2
NEE TTA0ING BSSELS™.........oceoeeeeeee et s e s st s st s e s ss s s snsnsees 12.7
Loan assets [esSthan ONEYEAI™ ...........cc.oieieeeeeeeeeeeeeeeeee e 7.2
L oan assets greater than ONEYEA™ ...........cooueeeeeeeeeeeeeeeeses e 22.3
Assets held for sale* 0.1
Debt investment securities™.... 2.8
Co-investment in MGL Group managed funds and equity investments'®................... 55
Property, plant and equipment and intangibles.................... 21
LI - SRS 74.9

10

1

12

Wholesale issued paper. Unsecured short-term wholesale funding comprised of both Negotiable Certificates of Deposit and Commercial
Paper.

Net trade creditors. Short-term working capital balances (debtors and creditors) are created through the day-to-day operations of MGL
Group. A net funding source (or use) will result due to timing differences in cash flows.

Sructured notes. These are debt instruments on which the return is linked to commaodities, 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.
Other loans. Unsecured loans provided by financial institutions and other counterparties.

Senior credit facility. MGL’s senior credit facility, provided by a syndicate of wholesale lenders, is a A$7.6 billion facility, of which
A$0.7 billion is undrawn as at March 31, 2010.

Deposits. Unsecured funding from retail, corporate and wholesale depositors. The Australian Government guarantee is made available on
eligible depositsin 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 includes 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.
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14

16

Loan assets. This represents all loans provided to retail and wholesale borrowers, in addition to operating lease assets. See “— Capita
Analysis— Loan Assets’ below for further information.

Assets held for sale. These are the net assets/liabilities of the held-for-sale categories on the balance sheet.

Debt investment securities. These include various categories of debt securities including asset backed securities, bonds, commercial
mortgage backed securities and residential mortgage backed securities.

Co-investment in MGL Group managed funds and equity investments. These equity securities are held with along-term investment horizon,
and include co-investments in Macquarie Capital managed funds.

The funded balance sheet of MGL has continued to strengthen due to the term funding raised in the year ended

March 31, 2010, as described above under “— Funding Transactions’. The graph below illustrates the change in
composition of the funded balance sheet from March 31, 2009 to March 31, 2010.

Macgquarie Group Limited
sab 31 March 2009 s4b 30 September 2009 san 31 March 2010
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Ofther debt®
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Debt maturing
beyond

50
Trading assets
o

an0 | ™ Trading assets
(%)
30

20

Equity (16%)

Funding sources Funded assets Funding sources Funded assets Funding sources Funded assets
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Diversity of funding sources of MGL Group, as at March 31, 2010

) Wholesale
Equity issued paper
& Hybrids 6.5%
15.8%

Deposits —
corporate
& wholesale

55%

Loan
capital
2.7%

Deposits —
retail
20.7%

Bonds
23.4% Other loans

A 4 09%

" Structured
notes
3.7%
s - S
0.5% Senior funding
cradit facility 11.1%

9.2%

As a March 31, 2010, deposits at MBL represented A$19.6 hillion, or 26% of total funding, short-term
(maturing in less than 12 months) wholesale issued paper represented A$4.9 billion, or 7% of total funding and other
debt funding maturing within 12-months represented A$6.8 billion or 9% of total funding.

The following chart and table provide details of MGL Group’s term funding (drawn and committed but
undrawn) maturing beyond one year, at March 31, 2010:

Detail of term funding (drawn and committed

but undrawn) maturing beyond one year

Equity m Loan Capitalm Debtm

SADb Total = AS44bn

0 1-2yrs <3yrs <4yrs <Syrs 5 yrs+
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MGL Group
S U (0170 0] (-

Senior credit faCility......coooveivineneee
Total dEDt ...

(0= g o o] = [T
Equity and hybrid ...

Total funding SOUrCeSArawn.........coeeveeeeeereere e

UNGFBWVN. et s
Total funding sour cesdrawn and undrawn.......................

Asat

Mar 10
1-2yrs 2-3yrs 3-4yrs 4-5yrs S5yrst+
A$b Ash Asb Asb Ash

04 0.2 01 0.3 0.2
04 13 22 21 17
32 16 55 41 17
- - - - 0.2
25 21 - - -
6.5 52 7.8 6.5 38
— - 0.6 - 14
— — — — 11.8
6.5 52 84 6.5 17.0
0.2 0.2 — — —
6.7 54 84 6.5 17.0

MGL Group’s term funding (including undrawn facilities) maturing beyond one year exceeds term assets,
which primarily comprises loan assets of greater than one year (A$22.3 billion or 30% of total funded assets) and
equity investments (A$5.5 billion or 7% of total funded assets). In addition, at March 31, 2010 MGL Group's cash
and liquid assets of A$22.2 hillion exceeded short-term wholesale issued paper of A$4.9 billion. Excluding equity
as a permanent source of funding, the weighted average term to maturity of term funding (excluding short term

funding) increased to 3.9 years at March 31, 2010 from 3.7 years at March 31, 2009.

Funding Profile for Banking Group

The funded balance sheet of the Banking Group as at March 31, 2010:

Banking Group
Funding sources
Wholesale issued paper:*

Negotiable certificates Of dEPOSIt........cccvvrecreerer s

(0010101001 (o T 0 0 = SR
= R T="0 (=Y 1= (] (o =TT
SHUCIUIEA NOLES™.......ooveeeeceseees st ss s sessases st ssnnseas
SECUFEU FUNDING ..ot eesesseses sttt ses st ss e
2700 ST
(011272 g 0= 1 =N

Deposits’

REGI ..o e e e nan
Corporate and WhOIESEIE..........cooiriiieeeeee e
0= o= 1 = N
EQUILY N0 NYDIIOS’.......ooveoeeeceeeeset st st sssessessessss st sssssaenes
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Funded assets

Cash and liqQUId SSELS™ ..ot ss s 20.1
NEL rading ASSELS™........covoceeereeeseeeeeeeesees s s st ss s ssnesen 11.3
L oan assets less than one year™... 6.8
L oan assets greater than one year* 21.3
ASSAHS NEIT FOr SAEY........oooeeeeeeeee et ssses s 0.1
Debt iNVESIMENE SECUMTIES™ ..ottt neees 25
MBL IntraGroup Loan to MGL ... eeseseesessssesssesssssenns 12
Non-Banking Group deposit with MBL (6.9
Co-investment in MGL Group managed funds and equity investments'® 1.6
Property, plant and equipment and intangibles..........cocovvreerrceninnnrresere s 11
Net trade debtors™” 0.1
TOLAL ettt ettt bt et ae b b saeebeerennenan 59.2

10

1

12

13

14

15

16

17

Wholesale issued paper. Unsecured short-term wholesale funding comprised of both Negotiable Certificates of Deposit and Commercial
Paper.

Net trade creditors. Short-term working capital balances (debtors and creditors) are created through the day-to-day operations of MBL
Group. A net funding source (or use) will result due to timing differences in cash flows.

Sructured notes. These are debt instruments on which the return is linked to commaodities, 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.

Other loans. Unsecured loans provided by financial institutions and other counterparties.

Deposits. Unsecured funding from retail, corporate and wholesale depositors. The Australian Government guarantee is made available on
eligible depositsin 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.

Assets held for sale. These are the net assetg/liabilities of the held-for-sale categories on the balance sheet.

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. Subsequent to March 31, 2009 MBL and MGL agreed to vary the Intra Group Loan, see “Macquarie Bank Limited —
— Relationship between MBL and MGL — Intra Group Loan” above for details.

Co-investment in MGL Group managed funds and equity investments. These equity securities are held with along-term investment horizon,
and include co-investments in Macquarie Capital managed funds.

Net trade debtors. Short-term working capital balances (debtors and creditors) are created through the day-to-day operations of MBL
Group. A net funding use (or source) will result due to timing differencesin cash flows.

As at March 31, 2010, deposits represented A$19.6 billion, or 33% of tota funding, short-term wholesale

funding represented A$4.9 billion, or 8% of total funding, and other debt funding maturing within 12 months
represented A$3.5 billion, or 6% of total funding.
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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, 2010:

Detail of term funding (drawn)

maturing beyond one year

Equity m Hybridsm Loan Capital®m Debtm

SAb Total = A$31.2bn

12

0 1-2yrs <3yrs <dyrs <5yrs 5yrs+

Asat
Mar 10

1-2yrs 2-3yrs 3-4yrs 4-5yrs 5yrs+
Banking Group A$b AS$b A$b A$b A$b
SHUCUrEH NOLES......ceeivieeeeie e 04 0.2 0.1 0.3 0.2
Secured fUuNAiNg......ccevereverere e 0.3 11 21 20 16
2700 LS 32 14 54 30 -
Total deEbt ..o 39 2.7 7.6 53 18
L0aN CAPItA ......oveeeeeeee e - - - - 14
Equity and NYDId ..o - - - - 85
Total funding SOUrCeSAraWN.......c.covrveererieereseeeee s 39 2.7 7.6 53 11.7
UNGFBWN. e - - - - -
Total funding sourcesdrawn and undrawn............ccoceeeeenene. 39 2.7 7.6 53 11.7

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
3.8 years.

The key tools used for accessing wholesale debt funding markets for MBL, which primarily funds the Banking
Group, are asfollows:

o US$H25hillion 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
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securities outstanding at March 31, 2010, of which US$4.5 hillion are Commonwealth Government
guaranteed;

e USS$10 hillion Commercial Paper Program incorporating Commonwealth Government guaranteed and
unguaranteed securities under which US$1.6 billion of debt securities were outstanding as at March 31,
2010; and

e US$20hillion Rulel44A/RegulationS Medium Term Note Program incorporating both
Commonwealth Government guaranteed and unguaranteed securities. As at March 31, 2010,
Government guaranteed issuance amounted to US$7.5billion under the Rule 144A/Regulation S
Medium Term Note Program, of which all are Commonwealth Government guaranteed and there are
no unguaranteed notes outstanding under the 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, 2010,
MBL Group had A$1.9 hillion of these securities outstanding, of which none are Commonwealth Government
guaranteed.

Furthermore, MBL Group as an ADI has access to liquidity from the RBA’s daily market operations. At
March 31, 2010, MBL Group had internally securitized A$1.6 billion of its own mortgages, which is a form of
collateral on the RBA’slist of eligible securities for repurchase agreements.

Funding Profile for Non-Banking Group

The funded balance sheet of the Non-Banking Group as at March 31, 2010:

Asat
Mar 10
A$b

Non-Banking Group
Funding sources
MBL IntraGroup Loan to MGL™..........cccoooervereeeerecreeeeseeee. 1.2
Net trade Creditorsa.........oouveeeeeeeeeeeeeesessesesseessssessssesss s 05
SHUCIUrEA NOLES® ...ttt 0.2
SecUred FUNAING” .........ceeeeeeeeeeeeee s 0.6
BONUS’ ..ot ns st snsenaans 32
(01131 g 107 3= PPN 05
SeNior Credit faCility” ......o.oveeeeeeeeee e 6.9
L0AN CAPILAIZ ...ttt 0.6
Equity and hybrids’............c.oveiiieeeeeeseeeeese s 33
TOLAI e e e 17.0
Funded assets
Cash and liquid aSSetS™...........oeeveeeeeeseeeeeeeeeeee s 21
Non-Banking Group deposit with MBL........cccccocovvienvcieciciens 6.9
NEt trading BSSELS™.........eeveceseeeeeeees ettt ssesse s ssessessesnens 1.4
Loan assetslessthan oneyear’..........c..cocooeveeeveseseesesssnsnes 0.4
L oan assets greater than 0N Yeart?...........o.ooevvveeesesvsssesnes 1.0
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Asat

Mar 10
AS$b
Debt investment SECUNities™............ccvveeveeereeeeeeeeseees s 0.3
Co-investment in MGL Group managed funds and equity
INVESIMENES™ ..ot 39
Property, plant and equipment and intangibles..........ccccccoevienene 1.0
TOLAl e 17.0

10

1

13

14

Intra Group Loan. See“Macquarie Bank Limited — Relationship between MBL and MGL — Intra Group Loan” above for details.

Net trade creditors. Short-term working capital balances (debtors and creditors) are created through the day-to-day operations of MGL
Group. A net funding source (or use) will result due to timing differencesin cash flows.

Sructured notes. These are debt instruments on which the return is linked to commaodities, 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.
Other loans. Unsecured loans provided by financia institutions and other counterparties.

Senior credit facility. MGL’s senior credit facility, provided by a syndicate of wholesale lenders, is a A$7.6 billion facility, of which
A$0.7 billion isundrawn as at March 31, 2010.

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 aso includes trading assets which are hedging structured notes issued.

Loan assets. This represents al loans provided to retail and wholesale borrowers, in addition to operating lease assets. See “— Capita
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.

Co-investment in MGL Group managed funds and equity investments. These equity securities are held with along-term investment horizon,
and include co-investments in Macquarie Capital managed funds.
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The following chart and table provides detail of the Non-Banking Group’s term funding (drawn and committed

but undrawn) maturing beyond one year, at March 31, 2010:

Detail of term funding (drawn and committed

but undrawn) maturing beyond one year

Equity m Loan Capitalm Debtm

SAb

Total = AS14bn

0 1-2yrs <3yrs <4dyrs <5yrs Syrs+

Asat
Mar 10

1-2yrs 2-3yrs 3-4yrs 4-5yrs 5yrs+
Non-Banking Group A$h A$b A$b AS$b A$b
SEUCIUrEH NOLES.....eeeeiie et - - - - -
Secured fUuNAiNg .....c.coveiiieeee s 0.1 0.2 0.1 0.1 0.1
BONAS ...t - 0.2 0.1 11 17
Other bank 10@aNS.........coeivireiie e - - - - 0.2
Senior credit fatility ....ocvvveeeeeeece e 25 21 - - -
INtragroup 108N ......ccveeeee e - 12 - - -
Total debt ..o 26 37 0.2 12 20
(0= g o= o] = S - - 0.6 - -
BQUITY et - - - - 33
Total funding SOUrCeS AraWn ........cceeveerenieerienieeseseesee e 2.6 3.7 0.8 12 53
UNGRaWNT ...ttt 0.2 0.2 - - -
Total funding sourcesdrawn and undrawn ...........ccceeeeeeneen. 2.8 39 0.8 12 53

: Undrawn term facilities for the Non-Bank include A$0.7 billion undrawn on the Senior Credit Facility.

Term funding beyond one year (excluding equity) has aweighted average term to maturity of 3.8 years.

Debt funding of MGL, which primarily funds the activities of the Non-Banking Group, includes:

e Senior Credit Facility, of which a March 31, 2010 was A$6.9 hillion drawn and A$0.7 billion

undrawn.
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e USS$1.1 billion Intra Group Loan from MBL. This facility is an unsecured term loan to be repaid by
December 2012. As at March 31, 2010, the balance outstanding was A$1.2 billion. This facility
provided funding to MGL following the Restructure and is described under “Macquarie Group Limited
— Relationship between MBL and MGL — Intra Group Loan” above.

In addition to the above facilities, the other key tools used for accessing wholesale debt funding markets for
MGL.:

e USS$10 billion Rule 144A/Regulation S Medium Term Note Program. US$2.5 hillion was outstanding
under the Rule 144A/Regulation S Medium Term Note Program at March 31, 2010; and

e  USS$10 billion multi-instrument Regulation S Debt Instrument Program, under which securities may be
issued include Euro Commercial Paper, Euro Commercial Deposits, Euro-Medium Term Notes, senior
and subordinated fixed/floating rate notes, and Transferable Deposits and MGL Wholesale Notes. The
Debt Instrument Program had US$605 million of debt securities outstanding at March 31, 2010.

Deposit Strategy

During the 2010 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 than
corporate and wholesale deposits. This resulted in a reduction in corporate and wholesale deposits from
A$5.4 hillion at March 31, 2009 to A$4.1 hillion at March 31, 2010, while retail deposits continued to grow by
A$2.1 billion to A$15.5 hillion at March 31, 2010.

The chart below illustrates MBL Group'’s strong retail deposit growth since March 2007.

M Retail Corporate/wholesale
SAb
20

15

10

Mar07 Sep07 Mar08 Sep08 Mar09 Sep09 Marl0
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Mar 07 Sep07 Mar08 Sep08 Mar09 Sep09 Mar 10

Deposits A$b A$b AS$b A$b A$b A$b A$b
(27 ] P 4.6 4.2 6.6 9.4 134 13.9 155
Corporate/Wholesale.................... 4.8 5.8 6.6 7.3 54 31 41

MBL is an Australian ADI, and therefore the provisions of the financial claims scheme apply to MBL. See
“Regulation and Supervision — Australia — Financial Claims Scheme and Commonwealth Large Deposits and
Whol esale Funding Guarantee Scheme” for further information.

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. 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. See Note 38 “Capital and other expenditure commitments’ and Note 39 “Lease
commitments” to our 2010 annual financial statements for further information.

As at March 31, 2010, MBL Group had A$5.0 billion of contingent liabilities and commitments, including
A$1.0 billion of contingent liabilities and A$4.0 billion of commitments under undrawn credit facilities. See
Note 37 “Contingent liabilities and commitments’ to our 2010 annua financia statements which shows MBL
Group's contingent liabilities and commitments at March 31, 2010.

Quantitative and Qualitative 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 “Financia risk management” to MBL Group’s 2010 annual financial statements for
a quantitative and qualitative discussion of these risks.

148



MACQUARIE
BANK

149



