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Key Rating Drivers 
Consolidated Group Ratings Upgrade: The consolidated group and Macquarie Group Limited’s 
(MGL) Viability Ratings (VR) have been upgraded to 'a', from 'a-', after Fitch Ratings revised the 
group operating environment (OE) score to 'aa-', from 'a+', reflecting the heavy weighting of the 
group's exposures in jurisdictions where Fitch has a score in the 'aa' range. The OE reassessment 
also supported revisions in the business profile, earnings and profitability, and funding and 
liquidity scores to 'a', from 'a-'. 

Low Double Leverage: Fitch aligns MGL's ratings with the consolidated group assessment to 
reflect moderate common equity double leverage (group operates to a 110% limit) and sound 
liquidity management. 

Robust Risk-Control Framework: MGL's centralised risk management framework and 
oversight through a dedicated group support a strong risk-management culture and robust 
financial outcomes over a sustained period. This helps to offset the group's larger risk appetite 
than most other Australian banking groups. 

Business-Model Stability Improved: Fitch has revised the consolidated group business profile 
score to 'a', broadly consistent with the implied score under our Bank Rating Criteria following 
the revision of the OE score to 'aa-'. We believe the business models and earnings stability of 
the group's non-bank operations have improved and are likely to continue improving, supported 
largely by the Macquarie Asset Management (MAM) business. 

Manageable Asset-Quality Weakening: There are some asset-quality risks as global economic 
growth slows and rates rise, despite a strong post-pandemic recovery locally. We believe asset-
quality deterioration in the next two years to be manageable by the group. We expect the stage 
3 loan/gross loan ratio to remain commensurate with the ‘a’ score for MGL and ‘a+’ score for 
Macquarie Bank Limited (MBL). The lower score at the consolidated group level reflects the 
higher level of corporate and commercial exposures relative to the banking operations.  

Moderation in Earnings Expected: We believe the earnings and profitability metrics will remain 
commensurate with the factor scores of 'a' for MGL over the next two years. Fitch has revised 
MGL's earnings and profitability score to 'a', from 'a-', following the revision in the OE score to 
the 'aa' range. This supports a higher implied score as the starting point for Fitch's assessment. 

Appropriate Capital Buffers: We expect capital ratios to remain robust and continue to support 
the 'a' factor score. MGL does not report a common equity Tier 1 (CET1) ratio, so we have placed 
greater weighting on Fitch's other capitalisation metrics, such as tangible common 
equity/tangible assets.  

Sound Liquidity Management: Fitch expects pressure on funding and liquidity to be limited for 
the group over the next 12 months, due to the liquidity and deposit flows in the system, which 
are still high. The group's strong liquidity management and sound liquidity ratios help to offset 
some of the risks stemming from its greater reliance on wholesale funding than international 
peers, and support our factor score of 'a' for MBL and MGL, above the implied 'bbb(cat)' score. 

GSR: MGL's Government Support Rating (GSR) of 'ns' reflects our view that there is no 
reasonable assumption that support will be forthcoming from the Australian authorities. We 
believe that if support were provided to the group, it would most likely be through the regulated 
bank, MBL. 
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Rating Sensitivities 

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

MGL 

MGL's ratings may be downgraded if the common equity double leverage increases to above 120% for a sustained 
period, although Fitch does not expect this to occur. 

MGL's VR and Long-Term IDR are also broadly sensitive to the same factors as those of MBL, as a downgrade in MBL's 
rating is likely to result in an overall weaker consolidated group rating to which MGL is aligned. 

MBL 

MBL's VR and Long-Term IDR could be downgraded if a combination of the following were to occur: 

• Four-year average stage 3 loans/gross loans increases above 2.0% for a sustained period (FY18-FY22: 1.3%); 

• Four-year average operating profit/risk-weighted asset (RWA) ratio declines below 1.5% for a sustained 
period (FY18-FY22: 2.1%); 

• The CET1 ratio falls below 10% without a credible plan to raise it back above this level. 

A deterioration or findings of significant deficiencies in MBL's risk-management framework and liquidity management 
could also put pressure on ratings, as it would most likely result in a lower risk profile score, which may negatively 
affect our assessment of some of the financial profile factors. 

GSR  

MGL's GSR is already at the lowest level assigned by Fitch. 

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

MGL 

MGL's ratings are broadly sensitive to similar factors as MBL's ratings as an upgrade of MBL's ratings could result in a 
higher consolidated group rating to which MGL is aligned. 

MBL  

An upgrade of the ratings would most likely require an upward revision of the business profile score, possibly driven 
by further significant improvement in market position, in addition to a combination of the asset quality, earnings and 
profitability or capitalisation factor scores being revised upward. This would require the four-year average stage 3 
loans/gross loans ratio be maintained below 1%, four-year average operating profit/RWA ratio be maintained above 
2.5% or the CET1 ratio maintained above 12% for each of the respective factors (or equivalent under the Australian 
Prudential Regulation Authority's final Basel III framework). 

GSR  

MGL's GSR would only be upgraded if the regulatory focus in Australia was to change from protection of depositors 
to a broader group focus, which appears improbable. 

Other Debt and Issuer Ratings 
  

Rating Level Rating Outlook 

Senior Unsecured: Long Term A n.a. 

Senior Unsecured: Short Term F1 n.a. 

Source: Fitch Ratings 
 

Senior Debt Ratings 

MGL's senior debt rating is equalised with the consolidated group VR as we expect a large buffer to be available at 
resolution (the sum of the holding company's senior debt and the group's junior debt buffer exceeding 10% of RWA). 
Moreover, MGL has highly diversified and reasonably significant subsidiaries. 
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Short-Term Ratings  

The 'F1' Short-Term IDR of MGL is at the lower of the two options available at a VR-driven Long-Term IDR of 'A' 
because the 'a' funding & liquidity score is below the minimum 'aa-' required for the higher option of 'F1+'.  

A downgrade of MGL's Short-Term IDR to 'F2' would require the Long-Term IDR to be downgraded by at least two 
notches to 'BBB+' or by one notch to 'A-' combined with the funding and liquidity score also being lowered to at least 
'a-'. MGL's Short-Term IDR could be upgraded to 'F1+' if the Long-Term IDR were upgraded to at least 'AA-' or the 
funding and liquidity score were upgraded to at least 'aa-', from the current 'a'. 

Significant Changes from Last Review 

Increased Inflation  

Australia, like many countries globally, has experienced a rapid rise in consumer prices, with consumer inflation at 
6.1% in the year to June 2022. This resulted in the Reserve Bank of Australia increasing the cash rate by 250bp to 
2.60% since May 2022, and we expect further hikes over the next 12 months. Rising interest rates are likely to 
pressure Australia’s highly indebted households, but Australian banks are unlikely to experience large losses due to 
low unemployment, solid underwriting, and buffers built up by households. 

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 funding and liquidity score of 'a' for MGL have been assigned above the 'bbb' category implied score for following 
adjustment reason: liquidity coverage (positive).  
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Company Summary and Key Qualitative Factors 

Operating Environment 

MGL is the most internationally active among the Australian banking groups that Fitch rates. Offshore revenue 
accounted for around 75% of total income at the end of the financial year to March 2022 (FYE22). North America 
(mainly the US), Europe and Asia are the main non-domestic markets. Fitch believes a sufficient proportion of group 
earnings and assets are situated in jurisdictions that Fitch assesses at ‘aa’, which supports an upgrade of MGL’s OE 
score to ‘aa-’. The OE score is a key input into some of Fitch’s other rating factors, resulting in revisions to these factors.  

Prudential regulation in Australia remains focused on the protection of bank depositors rather than group creditors, 
which is one of the key reasons why MBL’s ratings are assessed on a standalone basis from the consolidated group, 
even though the ratings currently end up at the same level.  
 

 

 

 
Business Profile 
MGL is the listed non-operating holding company parent of the Macquarie group. Its three main subsidiaries are MBL, 
which undertakes more traditional banking operations, as well as Macquarie Financial Holdings Pty Limited (MFHL, 
A/Stable) and Macquarie Asset Management Holdings Pty Limited, both of which carry out most of the non-banking 
operations. The group offers a full suite of banking services in Australia while targeting niche and non-traditional 
banking activities offshore.  

The group's business model has remained stable through the Covid-19 pandemic and we expect this to continue. MGL 
has four broad operating divisions. There are two capital-markets-facing businesses – Macquarie Capital Group 
(MacCap) and Commodities and Global Markets (CGM) – and two businesses with more stable earnings streams – 
Macquarie Asset Management (MAM) and Banking and Financial Services (BFS). The divisions are supported by 
centralised risk management, treasury, IT, finance services, legal and governance. 

Fitch views MGL’s management as having a high degree of depth and quality. This has contributed to a consistent 
group culture and execution of strategic objectives. We believe MGL's consistent strategy through the pandemic will 
continue. Residential mortgage growth in Australia has remained strong, while the group broadly continues to target 
niche areas where it has expertise and competitive advantages rather than focusing on mass-market segments. 

MGL can be acquisitive, although the group has been disciplined with such transactions. Business expansion tends to 
be related to an existing operation and significant acquisitions are usually funded through debt and capital raisings. 
The group has demonstrated a willingness to sell, restructure or exit businesses that do not meet return hurdles.  
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Risk Profile 
MGL has a larger risk appetite than most Australian banking groups, which tend to be orientated towards retail and 
traditional banking activities. A consistent and strong risk management culture through the years has helped to offset 
MGL’s appetite risk. This is reflected in a long, successful record of execution. MGL's risk framework is centralised and 
applied through the group entities. 

MGL says it uses worst-case scenarios to analyse exposures and assess proposed business decisions. MGL will manage 
exposures or not proceed with businesses if potential losses can threaten the group’s viability under these worst-case 
scenarios. This should provide some additional protection to the group in the event of another downturn or 
heightened volatility such as in the current environment. 

Strong loan growth, which was well above system levels over the last three years, has largely been driven by the 
banking operations, most of which have been in residential mortgages. This has been supported by investment in 
technology, broker relationships and faster processing times relative to peers, rather than weaker underwriting, such 
as high loan-to-value ratio loans or interest-only lending. 

MBL has the largest balance sheet within the group, and therefore makes up the majority of MGL's risk exposure. 
Details of underwriting, growth and market risk can be found in our MBL report, also published in October 2022.  
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Financial Profile 

Asset Quality 

MGL has greater exposure to commercial and non-loan assets than most domestic peers. This exposure may leave its 
asset quality more susceptible to deterioration through the cycle. Loans made up only 34% of MGL's assets at FYE22, 
which was significantly lower than most domestic banking group peers. Asset quality has historically been stronger in 
MGL's non-loan financial assets (mostly investment-grade on MGL's internal scale) and residential mortgage book 
(70% of total loans) than in its corporate, commercial and other lending, and this should remain the case. 

The bulk of the remaining assets were mainly derivative exposures and trading assets at FYE22. Derivative assets 
tend to show high volatility, depending on client activity, mark-to-market movements and if security is held for 
exposures with lower-rated counterparties. Trading assets consist mainly of government debt securities, listed 
equities and commodities.  
 

 

 

 
Earnings and Profitability 
The diversity of MGL's operations and revenue has supported sound profit results over several years.  

Relative to domestic peers, MGL generates a significant proportion of non-interest income, such as net fee and 
commission income and net trading income, which combined accounted for 72% of operating income in FY22. We 
view some of the fee income, such as base fees from the asset management business, to be reasonably stable as they 
are largely tied to the volume of assets under management. Deal-related fee income in MacCap and trading income 
may be more variable, although trading income has at times performed better in periods of high commodity price 
volatility. 

Fitch mainly focuses on the operating profit/average total assets metric when assessing MGL's earnings, as only the 
banking operation is required to calculate RWAs under Australia's regulatory framework. MGL also regularly 
generates significant non-operating revenue through the sale of assets and businesses, and Fitch also considers the 
return on equity metric when analysing MGL's earnings to capture this. Both these metrics compare favourably with 
similarly rated domestic and international peers with broadly comparable OE scores.  

Capital and Leverage 

MGL maintains a large capital surplus relative to regulatory minimums, reflecting its sound capital management. The 
minimum Tier 1 requirement was around AUD23 billion at FYE22 with MGL holding AUD11 billion, or 47%, surplus 
to this level. The minimum assumes an 8.5% Tier 1 ratio for the banking group using APRA’s Basel III rules. MGL 
calculates that this surplus increases to AUD14 billion on a globally harmonised basis. MBL holds most of this surplus. 

MGL is not required to calculate risk-weighted regulatory capital ratios, but is instead required to hold a nominal 
capital amount that is calculated by aggregating the minimum capital requirements of the group’s banking and non-
banking operations. In assigning MGL's factor score, we also consider un-risk-weighted capital ratios, such as tangible 
common equity/tangible assets, where MGL compares favourably against similarly rated international peers. 
Common-equity double leverage remains below MGL's internal management limits and we do not expect it to be 
maintained above 110%. 
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Funding and Liquidity 
MGL relies on wholesale funding to fund non-banking group operations, as it does not have a banking licence and is 
prevented from gathering deposits – this activity is undertaken by MBL. The group manages its wholesale funding well 
and, given the longer-term nature of the asset profile in the non-bank operations, there is an appropriate mix of 
currencies, investors and products. 

MGL’s liquidity management policies are set so that it is able to meet all of its liquidity obligations over a 12-month 
period, assuming no access to funding markets. Liquid assets are typically held at the operating subsidiary level rather 
than the group level, meaning MGL is reliant on interest and dividend payments from subsidiaries to meet debt 
repayments. MGL and MBL account for most of the issued debt instruments to external investors.  
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Financials 

Financial Statements 
 
 

 31 Mar 22 31 Mar 21 31 Mar 20 31 Mar 19 31 Mar 18 

 Year end Year end Year end Year end Year end Year end 

 (USDm) (AUDm) (AUDm) (AUDm) (AUDm) (AUDm) 

 
Audited - 

unqualified 
Audited -  

unqualified 
Audited - 

unqualified 
Audited -  

unqualified 
Audited - 

unqualified 
Audited - 

unqualified 

Summary income statement       

Net interest and dividend income 2,140 2,860.0 2,195.0 1,859.0 1,760.0 2,038.0 

Net fees and commissions 4,383 5,858.0 4,297.0 4,873.0 4,386.0 3,840.0 

Other operating income 3,963 5,297.0 5,679.0 5,265.0 5,193.0 3,810.0 

Total operating income 10,486 14,015.0 12,171.0 11,997.0 11,339.0 9,688.0 

Operating costs 7,359 9,835.0 7,988.0 7,907.0 7,747.0 6,626.0 

Pre-impairment operating profit 3,127 4,180.0 4,183.0 4,090.0 3,592.0 3,062.0 

Loan and other impairment charges 187 250.0 369.0 924.0 527.0 289.0 

Operating profit 2,940 3,930.0 3,814.0 3,166.0 3,065.0 2,773.0 

Other non-operating items (net) 1,952 2,609.0 93.0 288.0 802.0 691.0 

Tax 1,187 1,586.0 899.0 728.0 879.0 883.0 

Net income 3,706 4,953.0 3,008.0 2,726.0 2,988.0 2,581.0 

Other comprehensive income 39 52.0 -1,789.0 1,116.0 276.0 -20.0 

Fitch comprehensive income 3,745 5,005.0 1,219.0 3,842.0 3,264.0 2,561.0 

       

Summary balance sheet       

Assets       

Gross loans 101,587 135,775.0 106,157.0 95,041.0 78,429.0 82,060.0 

- Of which impaired 1,230 1,644.0 2,024.0 1,991.0 1,935.0 630.0 

Loan loss allowances 771 1,031.0 1,131.0 924.0 618.0 470.0 

Net loans 100,815 134,744.0 105,026.0 94,117.0 77,811.0 81,590.0 

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

Derivatives 63,515 84,891.0 20,642.0 45,607.0 14,390.0 12,937.0 

Other securities and earning assets 60,810 81,275.0 72,197.0 72,121.0 59,078.0 56,437.0 

Total earning assets 225,141 300,910.0 197,865.0 211,845.0 151,279.0 150,964.0 

Cash and due from banks 39,471 52,754.0 18,425.0 9,717.0 8,643.0 9,569.0 

Other assets 34,052 45,512.0 29,363.0 34,240.0 37,835.0 30,792.0 

Total assets 298,663 399,176.0 245,653.0 255,802.0 197,757.0 191,325.0 

       

Liabilities       

Customer deposits 76,067 101,667.0 84,199.0 67,342.0 56,191.0 59,412.0 

Interbank and other short-term funding 12,680 16,947.0 4,542.0 2,334.0 4,838.0 15,440.0 

Other long-term funding 88,303 118,021.0 75,894.0 85,257.0 63,835.0 56,572.0 

Trading liabilities and derivatives 67,154 89,754.0 23,784.0 43,943.0 19,573.0 22,349.0 

Total funding and derivatives 244,204 326,389.0 188,419.0 198,876.0 144,437.0 153,773.0 

Other liabilities 29,229 39,066.0 30,557.0 31,336.0 31,029.0 16,835.0 

Preference shares and hybrid capital 3,677 4,915.0 4,324.0 4,204.0 4,325.0 2,937.0 

Total equity 21,553 28,806.0 22,353.0 21,386.0 17,966.0 17,780.0 

Total liabilities and equity 298,663 399,176.0 245,653.0 255,802.0 197,757.0 191,325.0 

Exchange rate  USD1 =  
AUD1.336541 

USD1 = 
AUD1.315443 

USD1 =  
AUD1.619433 

USD1 = 
AUD1.411034 

USD1 = 
AUD1.30463 

Source: Fitch Ratings, Fitch Solutions, MGL 
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Key Ratios 
 
 

 31 Mar 22 31 Mar 21 31 Mar 20 31 Mar 19 31 Mar 18 

Ratios (annualised as appropriate)      

      

Profitability      

Operating profit/risk-weighted assets n.a. n.a. n.a. n.a. n.a. 

Net interest income/average earning assets 1.1 1.1 1.0 1.1 1.3 

Non-interest expense/gross revenue 72.4 71.9 74.1 75.2 71.8 

Net income/average equity 19.7 14.0 13.8 17.1 15.1 

      

Asset quality      

Impaired loans ratio 1.2 1.9 2.1 2.5 0.8 

Growth in gross loans 27.9 11.7 21.2 -4.4 5.1 

Loan loss allowances/impaired loans 62.7 55.9 46.4 31.9 74.6 

Loan impairment charges/average gross loans 0.1 0.3 0.7 0.3 0.1 

      

Capitalisation      

Common equity Tier 1 ratio n.a. n.a. n.a. n.a. n.a. 

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

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

Tangible common equity/tangible assets 6.0 7.7 6.8 7.9 8.8 

Basel leverage ratio n.a. n.a. n.a. n.a. n.a. 

Net impaired loans/common equity Tier 1 n.a. n.a. n.a. n.a. n.a. 

Net impaired loans/Fitch Core Capital 2.6 4.8 6.3 8.6 1.0 

      

Funding and liquidity      

Gross loans/customer deposits 133.6 126.1 141.1 139.6 138.1 

Liquidity coverage ratio n.a. n.a. n.a. n.a. n.a. 

Customer deposits/total non-equity funding 41.2 48.1 40.9 41.3 41.0 

Net stable funding ratio n.a. n.a. n.a. n.a. n.a. 

Source: Fitch Ratings, Fitch Solutions, MGL 
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Support Assessment 

 

The colours indicate the weighting of each KRD in the assessment. 

 Higher influence     Moderate influence     Lower influence 
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Subsidiaries and Affiliates 

Core and Integral Subsidiaries  

MFHL's Long-Term IDR, which is driven by its Shareholder Support Rating (SSR), is equalised with that of its direct 
parent MGL. Following the rating action on MGL, MFHL's SSR has been upgraded to 'a' from 'a-' and reflects its status 
as a key and integral part of the group's business, undertaking core non-banking activities. In addition, if MFHL were 
to default, it would have a huge impact on the reputation of the parent and damage its franchise.  

MIFL's Long-Term IDR, which is driven by its SSR, is equalised with that of its direct parent, MBL. MIFL's SSR reflects 
that it is a key and integral part of the banking group, which increases the propensity of MBL to extend support. If 
MIFL were to default, it would have a huge impact on the reputation and franchise of MBL and the wider group.  

Ratings Linked to Support Provider  

Any change in the IDRs of MGL would be also be reflected in the IDRs of MFHL and  MIFL, assuming no change to 
Fitch's assumptions around the parent's ability or propensity to extend support. 
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Environmental, Social and Governance Considerations 
 

 
 

Unless otherwise disclosed in this section, the highest level of environmental, social and governance (ESG) credit 
relevance is a score of '3'. This means ESG issues are credit neutral or have only a minimal credit impact on the entity, 
either due to their nature or the way in which they are being managed by the entity. For more information on Fitch's 
ESG Relevance Scores, visit www.fitchratings.com/esg.  
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The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a related 
third party. Any exceptions follow below. 
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