CEO PRESENTATION NOTES
HEARTLAND NEW ZEALAND ANNUAL MEETING

1 NOVEMBER 2013

CEOQ’s Performance Overview
Jeff Greenslade

1. Financial Overview

On track with profit guidance

* lune 2013 NPAT 524.4m after
adjusting for 517.5mpost tax |7
one-offs re change in strategy |
af nen-core property assets

* June 2012 NPAT 514.1m after
adjusting for 59.6m one-off tax |

enefits o

* Achieved Q1 2014 NPAT of
s8.9m

* Q12014 Opex ratio reduced to
Sd%

* In June, a one-off cost of $17.5m post tax was announced along with the termination
of the RECL agreement. Management of the legacy property portfolio taken in-house
and under a new strategy.

» Adjusting for this and for a one-off tax benefit last year to compare underlying
performance shows that net adjusted earnings improved from $14m to $24m.

* The first quarter earnings for this year at the end of September, NPAT was $8.5m
which is consistent with our forecast guidance of $34m-$37m.

» At the end of September the Opex ratio (Cost to Income) reducing to 54%.



Balance Sheet Summary
Exiting non-core receivables
* Netfinance receivables fell by $68m:
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1. Inthe FY2013, Net Financial Receivables reduced due to exiting:
i.  Non-core Residential Mortgages $88m;
ii.  Non-core legacy property $56m; and

iii.  Non-performing Rural loans guaranteed by PGG Wrightson being taken back
by them of $22m.

2. NOI continued to grow — driven by reduced cost of funds following bank registration
and improved product mix.

3. The equity ratio reduced to 13.8% down from 14.5% following the write-downs due to
property but as at September this financial recovered to 14.6%.

Net Finance Receivables

Improving portfolio mix

Receivables Movement
12 Months ended 30 June 2013
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» Made progress in core areas of Consumer, Business and Rural.

» Credit Growth is very subdued and will continue to be constrained in the current year.



Asset Quality Trends

Continued trend improvement In underlylng asset quality

+  Asset quality improving
overall

* MNon-Care Proparty remains

driver of elevated
impairment levels

*  Core business Impairment is |~
very low

(no additional notes for this slide)

Funding and Liquidity

Stable liquidity position

* Improved liquidity mix — higher levels of on balance sheet lquid assets and
reduced reliance on securitisation facilities

* Strong positive cash flows from asset base

= No material maturity concentrations

» Liquidity bullt up ahead of retall bond repaymeant in July

* Lending book is weighted towards shorter and amortisating products.

e This is beneficial from a liquidity perspective and the MARAC $104m Bond was
repaid out of accumulated cash.

* Growth in Call Deposits post Bank Registration.

* The funding book is strongly based in Retail Deposits.

Non-Core Property Strategy

Realisation strategy on track

= The Non-Core Property portfolio hes been split into three buchets:
-Performing: loans or assets that are performing and will continue to be held
- Acceleration: loans and sssets to be exited within & 12-18 month timeline

=« Extend: loans that will be converted over time to real estate, improved or
positioned better for zale, and ewted over a five year period

* The portfolio has a book value of 5107m as at 30 Jun= 2013
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* Accelerated “Bucket” in majority of total $107m.

» Do not disclose numbers in order to maintain commercial leverage.



» Since start of strategy on 1 July almost one quarter of loans realised in the
accelerated category.

» Ahead of the exit timeframes but often the easiest loans go first.

» General overview of market in that it remains difficult but is in better shape and more
amenable to realisation than in last three years.

2. Pathway to Forecast Range of $34m-$37m FY14

Operational Performance

KeyDrivers: NPAT

* Cost of Funds = ongoing trend 2013 v 2014 Forecast

*  Product Mix = Improving T

+ Lending Velume - challenging . - - -
+ Costs—final phase of synergies e =
*  Impairments — “normalisation” v - L‘!
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(no additional notes for this slide)

3. Market Position

» Ourfocus i three sectors: Household (Families); Rural ("Farmers”) and
Business {"SME's")
= We aim to identify niches within these sectors whers we create 2 No 1 and No
2 markat position while achieving a better Risk/Return than the mainstream
» Thiz means our success will be driven by:
— Product Specialization
— Performance Culture
— Being different from major banks
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» Being different to major banks is at the core of strategy.
* We are committed to 3 sectors:
Household (Families) - Motor Vehicle
Rural (Farmers) - Livestock
Business (SME’s) - Invoice Finance, Asset Finance, Working Capital
Depositors (Across all 3 sectors) - Business Call

» Product specialisation is our pathway to service excellence (vs distribution or
processing).



High Value Product Growth

Qur strong bias is towards the productive sector and the devel of a range
of procucts that support essential needs of productive New Zealanders

High Value Product Growth for
Period Ended 30 June 2013

0-5115m

70.78%
59.69%

1330% g0y 964%

Motor Livestock Irvice Business Rusal  BusnessCall

Weridle  Finance  Finasce  Working  Seasonal
Finance Cagital Capina

» Examples of performance in existing products — some percentages are off a lower
base

» Business model is not impacted by the RBNZ's introduction of LVR controls.

» There are parts of the wider mortgage market where we will participate if we can
obtain a premium and add value.

o 4. Pathway to Next Level of Financial Performance
ooking Forward

leff Greenslade
= FY2014is sensitive to ongoing Cost of Funds reduction, Opex and Impairment improvement
alongside growth

= Beyond FY2014, growth becomes more important — how will this be achieved in
environment of low credit growth?

= There are two strategies that Heartland is employing which are not influenced by credit
growth

7 PRODUCT SUBSTITUTION -switching existing loans to better alternative
7 ACQUISITIONS - leveraging expertise and capital base

In both cases targeting Adjacencies and Needs driven by Changing Demographics

Built a platform for the current financial year to deliver earnings $34m-$37m.

Credit growth is likely to be constrained and beyond 2014 the aim is to achieve growth in two
ways:

1. Product Specialisation — offering products that are substitutes for existing loans.
2. Accelerated earnings growth through potential acquisitions.
The areas of interest are opportunities in the three sectors we currently operate in:
* Households
* Farming
« SME

In particular, adjacencies to current activities such as Motor Vehicles, Livestock, Invoice
Finance and Asset Finance.



Also through product development and acquisitions, opportunities arising from demographic
changes within New Zealand:

()  the “baby boomers” who are reaching retirement.
(i)  the need for New Zealanders to save more.

Opportunities must fit with our strategy, our risk appetite and be attractive in terms of
shareholder value.



