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Research Update:

Kiwibank Ltd. Ratings Affirmed At 'A+/A-1';
Outlook Revised To Stable Following Similar
Outlook Revision On Parent

Overview

* W have affirmed our 'A+/ A-1'" issuer credit ratings on Kiw bank Ltd.'s
parent, New Zeal and Post Ltd. (NZ Post), and revised the outl ook on the
parent to stable, from negative

» The outl ook revision on NZ Post reflects the material inprovenment in NZ
Post's financial risk profile over the past 12 nonths, which has offset
pressure on the group's credit profile fromongoing structural revenue
erosion in the core mail business.

e As the ratings on Kiw bank are equalized with those on its parent, we
have also affirned the ratings on Kiw bank, and revised the outl ook on
the long-termrating to stable from negati ve.

* The ratings on Kiw bank benefit from an unconditional guarantee from Nz
Post .

Rating Action

On Nov. 17, 2015, Standard & Poor's Ratings Services affirmed its 'A+H A-1'

i ssuer credit ratings on Kiwi bank Ltd. At the sane tinme, the outlook on the
long-termrating was revised to stable fromnegative, following a simlar
revi sion of the outl ook on Kiw bank's parent conpany, New Zeal and Post Ltd.
(NZ Post; A+/ Stablel/A-1).

Rationale

The outl ook revision mrrors the change in the outl ook on the long-termrating
on NZ Post to stable fromnegative. Standard & Poor's equalizes its ratings on
Ki wi bank wi th those on the bank's parent, NZ Post, reflecting the benefit of
NZ Post's unconditional guarantee for all of the bank's senior obligations. W
believe that there are no significant changes in rating factors, other than
the change in the outlook of the bank's parent, that affect our rating
assessnent of Kiw bank

Outlook

The outl ook reflects that on Kiw bank's parent, NZ Post. W expect the ratings
on Kiw bank to remain equalized with those on NZ Post unless there is a
significant dilution or withdrawal of the guarantee provided by the parent.

We expect to lower the ratings on Kiw bank by one notch if the sanme rating
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action occurs for its parent NZ Post. The nost likely triggers for a downgrade
of NZ Post's rating are if:

* The group is unable to sustain its "mnimal" financial risk profile,
whi ch woul d include debt to EBI TDA (i ncl udi ng dividends from Ki wi bank)
sust ai ned above 1.5x, or

* Ineffective restructuring of the core nmail operations causes sustained
operating | osses that undermne the overall profitability of the group

Al t hough less likely, downward ratings pressure on NZ Post could also arise
if:

* W considered there to be a reduced |ikelihood that the New Zeal and
governnent would provide tinmely and sufficient extraordi nary support to
NZ Post; or

» W lowered our stand-alone credit profile assessnent on Kiw bank

The nost likely scenario for Kiw bank contributing to rating pressure on NZ

Post woul d be a weakening in bank's business profile. W believe the bank's

busi ness woul d be under pressure if there were a prolonged period of slower

organi c growth and reducing net interest margins relative to the New Zeal and
maj or banks and system average, which could be indicative of--anong ot her

thi ngs--a structural decline in Kiw bank's busi ness franchi se.

Al t hough a one-notch downgrade of the NZ Post rating will be mrrored in the
Kiwi bank rating, the latter is insulated fromany further downgrade in the
parent rating, all other things remaining equal for Kiw bank. This is because
we consider that Kiw bank has a "high" |ikelihood of receiving extraordinary
support fromthe New Zeal and governnent, reflecting the bank's "very strong"
link and "inportant” role to the governnent.

Therefore, the rating on Kiw bank can factor in external support fromeither
its parent or extraordinary support fromthe government, whichever is higher
VWile the rating on the bank currently benefits from parent support (because
this offers the highest rating uplift benefit), external support fromthe two
sources woul d provide equal rating uplift if the rating on NZ Post is |owered
by one notch. If there is any further deterioration in the parent rating, the
uplift in the bank rating due to extraordinary governnment support woul d exceed
that fromthe parent support, and thus sufficient to maintain the |ong-term
issuer credit rating on the bank at 'A, all other things renaining equal

Related Criteria And Research
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e Group Rating Methodol ogy, Nov. 19, 2013

e Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011
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Assunptions, July 17, 2013
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Related Research

* New Zeal and Post Ltd. Qutlook Revised To Stable On Strengthening
Financial Profile, 'A+/A- 1" Ratings Affirmed, Nov. 17, 2015

Ratings List

Ratings Affirned; CreditWtch/ Qutlook Action

To From
Ki wi bank Ltd.
Counterparty Credit Rating A+/ St abl e/ A-1 A+/ Negativel/ A-1
Not Rated Action
To From
Kiwi Capital Securities Ltd.
Pref erence Stock NR BB
Ratings Affirmed
Ki wi bank Ltd.
Seni or Unsecur ed A+
Subor di nat ed BB+
Certificate OF Deposit A1
Comer ci al Paper A1l
Kiwi Capital Funding Ltd.
Subor di nat ed BB+
Juni or Subor di nat ed BB-

Conplete ratings information is available to subscribers of RatingsD rect at
www. gl obal creditportal.comand at ww. spcapitalig.com All ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.

Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services
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|'i cence nunber 337565 under the Corporations Act 2001. Standard & Poor's
credit ratings and rel ated research are not intended for and nust not be
distributed to any person in Australia other than a whol esale client (as
defined in Chapter 7 of the Corporations Act).
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