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Key Rating Drivers

Resolution Debt Buffers:  Macquarie Bank Limited’s (MBL) Long-Term Issuer Default Rating (IDR) is above its Viability Rating (VR) to
reflect the debt buffers built by the bank to address loss-absorbing capacity (LAC) requirements. The bank continues to build its LAC in
line with that of Australia's major banks. Fitch Ratings believes the level is sufficient to reduce the risk of taxpayer funds being needed to
recapitalise the bank in a resolution, protecting third-party senior creditors.

The VR is in line with the implied VR, underpinned by MBL’s sound business and financial profiles. The Stable Outlook on the IDR reflects
our view that MBL has sufficient headroom in its financial metrics to maintain its VR, even in a scenario that is moderately weaker than
our base case.

Internationally Diversified Operations: We take a blended approach to assign an operating environment (OE) score to MBL, given the
scope of its international operation. MBL’s score reflects the heavy weighting of its assets and exposures to jurisdictions that we score in
the ‘aa’ OE range. We also factor in MBL’s higher exposure to Australian mortgages and high household leverage, resulting in a score at
the lower end of the ‘aa’ category.

Strong Growth in Banking Business: MBL has continued to expand its Australian residential mortgage and deposit market share, to
above 6%, and we expect this growth to continue into the medium term. Growth above the system average has been concentrated in
low-risk mortgages, and does not appear to be at the expense of weakening underwriting. Its business model is more diverse relative to
domestic peers, but some parts of the business can be more dependent on market conditions.

Credit Risk Well Managed: The group’s centralised risk-management framework and oversight of its subsidiaries through a dedicated
risk group have underpinned its strong credit risk-management practices, which have resulted in robust financial outcomes over a
sustained period. This offsets the group's larger risk appetite than other Australian banking groups.

Low Impaired Loans:  MBL's stage 3 loan ratio remains low, supported by its underwriting. We expect the ratio to weaken modestly over
the next 12 months due to rising interest rates and a modest increase in unemployment. Losses from impaired loans are likely to remain
low due to high levels of collateral and provisioning. MBL's asset-quality score of 'a+' is below the implied 'aa' category score as we
apply a negative adjustment for its high loan growth. Gross loans have grown by 60% over the last four years, which could understate
the impaired-loan ratio.

Diversified Earnings Profile: We expect the diversity of MBL's operations and revenue to continue to support its sound profitability. We
see operating profit remaining broadly stable, with modest margin expansion offset by slowing loan growth and pressure on operating
expenses.

Robust Capital Buffers: We believe MBL's common equity Tier 1 (CET1) ratio, which stood at 12.8% at FY26, will be maintained above
12% over the long term. Australia's regulator retains a level of conservatism in its application of the final Basel III rules, meaning the CET1
ratio appears modest relative to that of some international peers. We account for this by considering additional metrics to assess MBL's
capitalisation.

Sound Liquidity Management: We expect funding and liquidity to remain well managed for the bank over the next 12 months. MBL's
factor score of 'a' is consistent with the implied 'a' category score. Its average liquidity coverage ratio was 173% in 4QFY26, and the net
stable funding ratio was 116% at end-March 2026.

Rating Sensitivities

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

MBL's VR could be downgraded if the operating environment score were to be revised into the 'a' category from the 'aa' category, as this
would probably result in a reassessment of most other factors. This is most likely to occur if there is a sharp and structural decline in
Australia's GDP growth or if the bank's exposures skewed away from jurisdictions where we score the operating environment in the 'aa'
range.
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The Long-Term IDR would be downgraded if the VR is downgraded or if the regulator no longer envisages MBL's junior debt buffers as
sufficient to protect senior creditors in a resolution.

The VR could be downgraded if a combination of the following were to occur:

the four-year average of the stage 3 loan/gross loan ratio rising above 2.0% for a sustained period (FY23-FY26: 0.9%)

the four-year average of operating profit/RWAs (OP/RWA) declining to below 1.5% for a sustained period (FY23-FY26: 3.0%)

the CET1 ratio falling below 10% without a credible plan to raise it back above this level (FYE26: 12.8%)

the business profile score is revised down to 'a-', due possibly to a large drop in lending or MBL's deposit market position.

Deterioration or findings of significant deficiencies in MBL's risk-management framework and liquidity management could also pressure
the ratings, as this would most likely result in a lower risk-profile score. This could have a negative effect on our assessment of some
financial profile factors.

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

Positive momentum in MBL's VR and IDR would require the factor scores for one or more of MBL's business profile, risk profile, and
earnings and profitability to be revised to 'a+', from 'a', assuming all other factor scores are unchanged. An upward revision in the score
for these factors could be reflected in continued mortgage and deposit market share growth in Australia, a sustained increase in the
OP/RWA core metric, or removal of the regulatory operational risk charge which is set at AUD500 million.

Other Debt and Issuer Ratings

 

Rating Level Rating

Senior unsecured: long term A+

Senior unsecured: short term F1

Subordinated: long term BBB+

Source: Fitch Ratings

 

Senior Unsecured

MBL's senior unsecured debt ratings are aligned with the IDRs, in line with our Bank Rating Criteria, as Australia does not have statutory
senior debt bail-in and therefore there is only one class of senior debt.

Short-Term IDR

The Short-Term IDR of MBL is at the lower of the two options available at a Long-Term IDR of 'A+' because the 'a' funding and liquidity
score is lower than the minimum 'aa-' score to achieve the higher option of 'F1+'.

Tier 2 Instruments

MBL's subordinated Tier 2 debt is rated two notches below its anchor rating – the VR – for loss severity, with non-performance risk
captured adequately by the VR. The point of non-viability for these instruments is at the discretion of the regulator. None of the reasons
for alternative notching from the anchor rating, as described in the criteria, are present.

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

Short-Term IDR

A downgrade of MBL's Short-Term IDRs would occur if the Long-Term IDRs are downgraded to 'A-' or below and the funding and
liquidity score is revised to below 'a'.

Senior Unsecured Instruments

MBL's senior unsecured instrument ratings would be downgraded if its IDRs are downgraded.
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Tier 2 Instruments

The Tier 2 instrument ratings will be downgraded if MBL's VR is downgraded or if any of the reasons for wider notching outlined in our
Bank Rating Criteria apply, although we view this as unlikely to occur.

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

Short-Term IDR

MBL's Short-Term IDRs could be upgraded if the Long-Term IDRs are upgraded to 'AA-', or the funding and liquidity score is revised to
'aa-' or above if there is no change to the Long-Term IDRs.

Senior Unsecured Instruments

The long-term senior unsecured instrument ratings will be upgraded if MBL's Long-Term IDRs are upgraded.

Tier 2 Instruments

The Tier 2 instrument ratings will be upgraded if MBL's VR is upgraded or if any of the reasons for narrower notching outlined in our
Bank Rating Criteria apply, although we view this as unlikely to occur.

Ratings Navigator

The Key Rating Driver (KRD) weightings used to determine the implied VR are shown as percentages at the top. In cases where the
implied VR is adjusted upwards or downwards to arrive at the VR, the KRD associated with the adjustment reason is highlighted in red.
The shaded areas indicate the benchmark-implied scores for each KRD. 

VR - Adjustments to Key Rating Drivers

The asset-quality score of 'a+' has been assigned below the 'aa' category implied score for the following adjustment reason:
underwriting standards and/or growth (negative). The adjustment for MBL is driven by its strong loan growth. The bank’s loan
underwriting is sound and has remained consistent.

Financials
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Summary Financials

  31 Mar 26 31 Mar 25 31 Mar 24 31 Mar 23

  Year end Year end Year end Year end Year end

  (USDm) (AUDm) (AUDm) (AUDm) (AUDm)

 
Audited -

unqualified
Audited -

unqualified
Audited -

unqualified
Audited -

unqualified
Audited -

unqualified

Summary income statement          

Net interest and dividend income 2,390 3,492.0 3,231.0 3,131.0 2,640.0

Net fees and commissions 1,620 2,366.0 1,966.0 1,997.0 1,876.0

Other operating income 3,848 5,621.0 6,034.0 6,187.0 7,869.0

Total operating income 7,857 11,479.0 11,231.0 11,315.0 12,385.0

Operating costs 5,211 7,613.0 7,298.0 7,324.0 6,858.0

Pre-impairment operating profit 2,646 3,866.0 3,933.0 3,991.0 5,527.0

Loan and other impairment charges 199 291.0 110.0 -34.0 116.0

Operating profit 2,447 3,575.0 3,823.0 4,025.0 5,411.0

Other non-operating items (net) 2,414 3,526.0 618.0 50.0 n.a.

Tax 746 1,090.0 996.0 1,163.0 1,506.0

Net income 4,115 6,011.0 3,445.0 2,912.0 3,905.0

Other comprehensive income -613 -895.0 377.0 173.0 629.0

Fitch comprehensive income 3,502 5,116.0 3,822.0 3,085.0 4,534.0

           

Summary balance sheet          

Assets          

Gross loans 155,262 226,825.0 181,885.0 157,287.0 142,384.0

- Of which impaired 1,114 1,627.0 1,668.0 1,504.0 1,174.0

Loan loss allowances 420 614.0 499.0 551.0 624.0

Net loans 154,841 226,211.0 181,386.0 156,736.0 141,760.0

Interbank n.a. n.a. n.a. n.a. n.a.

Derivatives 28,948 42,291.0 23,944.0 23,767.0 35,820.0

Other securities and earning assets 97,556 142,522.0 103,088.0 97,261.0 79,107.0

Total earning assets 281,346 411,024.0 308,418.0 277,764.0 256,687.0

Cash and due from banks 13,421 19,607.0 22,269.0 28,055.0 41,612.0

Other assets 22,212 32,450.0 44,534.0 34,344.0 32,524.0

Total assets 316,979 463,081.0 375,221.0 340,163.0 330,823.0

           

Liabilities          

Customer deposits 151,649 221,547.0 177,671.0 148,340.0 134,648.0

Interbank and other short-term funding 33,288 48,631.0 45,729.0 39,957.0 44,477.0

Other long-term funding 36,133 52,787.0 44,767.0 44,581.0 62,147.0

Trading liabilities and derivatives 34,541 50,462.0 29,542.0 30,643.0 37,276.0

Total funding and derivatives 255,611 373,427.0 297,709.0 263,521.0 278,548.0

Other liabilities 34,914 51,006.0 41,985.0 44,436.0 29,563.0
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Preference shares and hybrid capital 9,630 14,068.0 12,540.0 10,825.0 2,360.0

Total equity 16,825 24,580.0 22,987.0 21,381.0 20,352.0

Total liabilities and equity 316,979 463,081.0 375,221.0 340,163.0 330,823.0

Exchange rate   USD1 =
AUD1.46092

USD1 =
AUD1.592357

USD1 =
AUD1.530925

USD1 =
AUD1.489869

Source: Fitch Ratings, Fitch Solutions, MBL

 

 

Key Ratios

Ratios (annualised as appropriate) 31 Mar 26 31 Mar 25 31 Mar 24 31 Mar 23

Profitability        

Operating profit/risk-weighted assets 2.1 2.5 3.1 4.3

Net interest income/average earning assets 1.0 1.1 1.2 0.9

Non-interest expense/gross revenue 66.6 65.2 65.0 55.5

Net income/average equity 25.7 15.8 14.1 19.9

         

Asset quality        

Impaired loans ratio 0.7 0.9 1.0 0.8

Growth in gross loans 24.7 15.6 10.5 15.2

Loan loss allowances/impaired loans 37.7 29.9 36.6 53.2

Loan impairment charges/average gross loans 0.1 0.0 0.0 0.1

         

Capitalisation        

Common equity Tier 1 ratio 12.8 12.8 13.6 13.7

Fully loaded common equity Tier 1 ratio n.a. n.a. n.a. n.a.

Fitch Core Capital ratio n.a. n.a. n.a. 15.4

Tangible common equity/tangible assets 5.1 5.8 6.0 5.8

Basel leverage ratio 4.7 5.1 5.2 5.2

Net impaired loans/common equity Tier 1 4.7 6.1 5.4 n.a.

Net impaired loans/Fitch Core Capital n.a. n.a. n.a. 2.9

         

Funding and liquidity        

Gross loans/customer deposits 102.4 102.4 106.0 105.8

Gross loans/customer deposits + covered bonds n.a. n.a. n.a. 105.0

Liquidity coverage ratio 173.0 175.0 191.0 214.0

Customer deposits/total non-equity funding 63.1 61.9 59.6 54.2

Net stable funding ratio 116.0 113.0 115.0 124.0

Source: Fitch Ratings, Fitch Solutions, MBL
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Support Assessment

The colours indicate the weighting of each KRD in the assessment. 
Influence: Light blue = lower; Dark blue = moderate; Red = higher

MBL's Government Support Rating (GSR) reflects its rising systemic importance over a number of years, underpinned by its position as
Australia's fifth-largest bank by deposit and mortgage market shares, at about 6.5%. We believe there is a high probability of support for
MBL by the Australian authorities. We rate MBL's GSR higher than for its domestic non-major bank peers. MBL is also a significant
participant in domestic financial markets, and is the only non-major bank subject to the Australian government's bank levy.

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

MBL's GSR could be downgraded if there is a negative change in our assumptions around the propensity or ability of the Australian
authorities to provide timely support. This could stem from a significant decline in MBL's systemic importance but does not appear
probable in the medium term. Negative rating action will not affect MBL's IDRs directly, which are driven by its VR.

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

An upgrade of MBL's GSR would require a further significant increase in its systemic importance, which would most likely be reflected in
an increase in market share closer to the level of the major banks. The GSR may also be upgraded if the Australian authorities provide
additional, explicit statements of support for MBL, or otherwise provide greater certainty that support would be provided if needed.
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Subsidiaries and Affiliates

Core and Integral Subsidiaries

The Long-Term IDRs of Macquarie Global Finance Pty Limited (MGF, A/Stable) and Macquarie Bank Europe Designated Activity Company
(MBE, A/Stable), which are driven by their respective Shareholder Support Ratings (SSRs), are equalised with the VR of their parent, MBL.
The Shareholder Support Ratings (SSRs) of the entities reflect Fitch's view that, despite their relatively small size, they undertake core
operations and functions for the banking group, which increases the propensity of MBL to extend support. If either of the entities were
to default, it would have a huge impact on the reputation and franchise of MBL and the wider group.

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade

A downgrade in the VR of MBL would be reflected in the SSRs and IDRs of MGF and MBE, assuming no change to our assumption
around the propensity to support. In addition, a reduction in the role and relevance of these entities to the bank could lead to a
downgrade of their SSRs and therefore IDRs.

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade

An upgrade in the VR of MBL would be reflected in the SSRs and IDRs of MGF and MBE, assuming no change to our assumption around
the propensity to support. The SSRs and IDRs may also be upgraded if we believe the entities are likely to benefit from a resolution from
the junior debt buffers being built by MBL. This would result in the anchor rating switching to MBL's Long-Term IDR.
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Environmental, Social and Governance Considerations

Ratings
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Foreign Currency

Long-Term IDR A+

Short-Term IDR F1

 

Viability Rating a

Government Support Rating bbb

 

Sovereign Risk

Long-Term Foreign-Currency IDR AAA

Long-Term Local-Currency IDR AAA

Country Ceiling AAA

 

Outlooks

Long-Term Foreign-Currency IDR Stable

Sovereign Long-Term Foreign-Currency IDR Stable

Sovereign Long-Term Local-Currency IDR Stable

 

ESG and Climate

 

Highest ESG Relevance Scores  

Environmental 2

Social 3

Governance 3
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SOLICITATION & PARTICIPATION STATUS

For information on the solicitation status of the ratings included within this report, please refer to the solicitation status shown in the
relevant entity's summary page of the Fitch Ratings website.
For information on the participation status in the rating process of an issuer listed in this report, please refer to the most recent rating
action commentary for the relevant issuer, available on the Fitch Ratings website.

FORECAST DISCLAIMER FOR FINANCIAL INSTITUTIONS

Any forecast(s) in this report reflect Fitch's forward view on the issuer’s financial metrics. They are constructed using a proprietary internal
forecasting tool and based on a combination of Fitch's own performance assumptions, macroeconomic forecasts, sector-level outlook
and issuer-specific considerations. As a result, Fitch's forecasts may differ materially from the rated entity’s forecasts or guidance and
may not reflect the assumptions that other market participants may make. To the extent Fitch is aware of material non-public information
with respect to future events, such as planned recapitalisations or merger and acquisition activity, Fitch may not reflect these non-public
future events in its published forecasts. However, where relevant, such information is considered by Fitch as part of the rating process.

Fitch may update the forecasts in future reports but assumes no responsibility to do so. Original financial statement data for historical
periods may be processed by affiliates of Fitch, together with certain outsourcing services. Key financial adjustments and all financial
forecasts credited to Fitch Ratings are generated by its employees.

Fitch's forecasts are one component used by the agency to assign a rating or determine an Outlook. The information in the forecasts
reflects material but not exhaustive elements of Fitch’s rating assumptions for the issuer’s financial performance. It cannot be used to
establish a rating, and it should not be relied on for that purpose.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by
following this link: https://www.fitchratings.com/understandingcreditratings. In addition, the following
https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions for each rating scale and rating categories,
including definitions relating to default. Published ratings, criteria, and methodologies are available from this site at all times. Fitch's code
of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available
from the Code of Conduct section of this site. Directors and shareholders' relevant interests are available at
https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to the rated entity or its
related third parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch
Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and
from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and
obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of
Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices
in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of
the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering
reports, legal opinions and other reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular
security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports should understand that neither an enhanced factual
investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the
issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its
reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings
and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified
as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to reported financial data in accordance with the relevant criteria and/or industry
standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will
meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by Fitch are based on
established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or
group of individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the
information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time
for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security.
Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable
currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by
Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States securities laws, the Financial
Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution,
Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which authorizes it to provide
credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by persons who are retail clients within the meaning of the
Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of the
NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those
subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel may participate in determining credit ratings issued by or on behalf of the NRSRO.
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