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Historical snapshot: Australian banks’ CET1 ratios
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10 largest Standardised banks

11.9% 
12.4% 

2013 Now

____________________
(1) 2013 CET1 ratio for the major banks reduced to account for the change in RWA that APRA implemented in 2016 to increase the risk-weightings for IRB mortgages

Major banks

7.7% 

11.2% 

2013 Now
(1)

350bps increase
(45%)

50bps increase
(4%)



Australian banks’ capital requirements
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Major banks Standardised banks

4.5% 

2.5% 

1.0% 

2.5% 

1.5% 

5.0% 

CET1 AT1 Tier 2

4.5% 

2.5% 

???

1.5% 

2.0% 

CET1 AT1 Tier 2

Min

CCB

D-SIB

“Unquestionably strong” 
threshold of
10.5% CET1

12.0% 
Tier 1

17.0%
Total Capital

(by 2024)

Min

CCB

Some banks may face 
larger Tier 2 

requirements

Ongoing reforms to APRA’s bank capital framework might change all of the above

“Unquestionably strong” 
threshold unclear
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S&P’s assessment of Government-support for large banks

____________________
(1) S&P report from 3 April 2019 titled “Asia-Pacific Banking: Despite Different Strokes, Government Lifeline Is Still Likely”

65%

Asia-Pacific

14%

Central & Eastern Europe, 
Middle East, Africa

0%

Latin America & 
Caribbean

0%

North America & 
Western Europe

“Stung by their taxpayer-funded bail-outs in the 
global financial crisis, U.S. and some European 
policymakers were key actors behind the Financial 
Stability Board (FSB)-led efforts to address the 
concept that banks are "too big to fail"

4 April 2019 S&P report:
“Ending Too Big To Fail: Different Journeys, 
Different Destinations”

“Many Asia-Pacific countries retain the flexibility of 
government bailouts as a support mechanism… 
We see extraordinary government support as the 
most likely form of support in a crisis for the 
majority of Asia-Pacific banking systems”

3 April 2019 S&P report:
“Asia-Pacific Banking: Despite Different 
Strokes, Government Lifeline Is Still Likely”

Percentage of jurisdictions 
where the Government is 
“highly supportive” of 
systemically-important 
banks (as per S&P)(1)



New Zealand bank capital requirements
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“We are significantly increasing the capital buffer we require banks to have… 

The actual amount of high-quality capital in the banking system will increase 
by around 50 percent. In practice, actual changes to the amount they have will 
vary for each bank…

The levels of bank capital we are moving to are conservative compared to other 
countries, but not extreme. We think this is needed to reflect the risk profile of 
New Zealand”

RBNZ Capital Review (5 Dec 2019)



New Zealand banks: Market share
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Loans

29.7% 

19.9% 

19.7% 

18.9% 

4.7% 

2.5% 

1.4% 

0.9% 

0.8% 

0.6% 

0.4% 

0.4% 

0.3% 

0.0% 

0.0% 

Deposits

31.6% 

18.7% 

18.7% 

18.6% 

5.4% 

2.1% 

1.5% 

1.0% 

0.9% 

0.7% 

0.3% 

0.2% 

0.1% 

0.0% 

0.0% 

% across 
big 4:

88%

% across 
big 4:

88%

____________________
Source: RBNZ – as at 30 September 2019



New Zealand bank capital requirements
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Capital requirements for systematically important 
banks (four major banks)

Existing capital stack of New Zealand major banks

▪ AT1 can include “redeemable, 
perpetual, preference shares with no 
contractual contingent features”

Total capital of 18% of RWA

13.5%

2.0% T2

AT1

▪ Tier 2 can include “long term 
subordinated debt with no contractual 
conversion features”

Total capital required (% of RWA)

2.5%

▪ 4.5% minimum CET1
(assuming AT1 and T2 buckets are 
fully utilised)

▪ 5.5% Conservation buffer

▪ 1.5% Counter-cyclical buffer

▪ 2.0% D-SIB buffer which only applies 
to the four major banks

CET1

Not required for 
non-D-SIBs

1.2% T2

2.0% AT1

11.0%
CET1

Sourced from parent and 
organically generated

95% sourced from Australian parent

35% sourced from Australian parent

Average capital stack 

14.2%



13.8% 

13.0% 

13.7% 

15.7% 

7.8% 

7.7% 

6.3% 

9.8% 

11.3% 

4.7% 

5.0% 

5.8% 

5.9% 

1.9% 

1.5% 

New Zealand banks’ profitability 
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Market share of deposits Return on equity
(from March 2018 to September 2019)

31.6% 

18.7% 

18.7% 

18.6% 

5.4% 

2.1% 

1.5% 

1.0% 

0.9% 

0.7% 

0.3% 

0.2% 

0.1% 

0.0% 

0.0% 

____________________
Source: RBNZ website

% across 
big 4:

88%

14.1% 
average


