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MELBOURNE (S&P Global Ratings) Aug. 2, 2024--S&P Global Ratings today assigned its 'BBB+'

long-term rating to Bank of New Zealand's issuance of perpetual preference shares 2. The shares

will likely qualify as additional tier 1 (AT1) capital for the bank.

We rate the perpetual preference shares (PPS) four notches below our 'AA-' long-term issuer
credit rating on Bank of New Zealand (BNZ; AA-/Stable/A-1+). This reflects:

- One notch for the subordinated status of the AT1 instrument.

- Two notches for the risk of partial or untimely coupon payment; and

- One notch for our expectation that the Australian government is unlikely to support the PPS.
We typically would deduct an additional notch when rating AT1 instruments issued in Basel Il
jurisdictions. We didn't in this case because the AT1 instruments that New Zealand banks issue
do not have mandatory contingent capital features such as conversion to common equity or the

write-down of principal under distress. These features are in line with the Reserve Bank of New
Zealand's revised capital standards that came into effect in July 2022.
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We expect BNZ's parent, National Australia Bank Ltd. (NAB; AA-/Stable/A-14), to support the PPS
based on its stand-alone credit strength, if needed. This is because we consider BNZ to be a core
subsidiary of the NAB group.

The PPS have intermediate equity content in our assessment of BNZ's capitalization. This reflects
our view that the instrument can absorb losses or conserve cash, if needed, through a deferral of
coupons, without causing a default or windup.

In addition, the PPS will likely remain a part of BNZ's capital structure for a long time. We also
believe if the bank redeems the shares, it will replace them with instruments of equivalent or
higher capital strength.
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AUSTRALIA

S&P Global Ratings Australia Pty Ltd holds Australian financial services license number 337565 under the Corporations
Act 2001. S&P Global Ratings' credit ratings and related research are not intended for and must not be distributed to any
person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.spglobal.com/ratings for further information. Complete ratings
information is available to RatingsDirect subscribers at www.capitalig.com. All ratings affected by this rating action
can be found on S&P Global Ratings' public website at www.spglobal.com/ratings.
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