


&partners

This report is the property of East & Partners Pty Ltd and is made available to a restricted number of clients only upon these
terms and conditions. East & Partners reserves all rights herein. Reproduction or disclosure in whole or in part to parties
other than the East & Partners’ client which is the original subscriber to this report is permitted only with the written and
express consent of a director of East & Partners. This report shall be treated at all times as a confidential and proprietary
document for internal use only. Additional copies of the publication may be obtained from:

East & Partners Pty Ltd

Level 39, 2 Park Street Sydney NSW 2000 Australia
phone: +61-2-9004 7848 fax: +61-2-9004 7070
www.east.com.au

ABN: 76 072 374 406

East & Partners Research Reference Usage Policy

East & Partners Pty Ltd (East) name and published materials are subject to copyright protection, regardless of source. To
use the "East" name, take excerpts of East research or quote East analysts, a usage request must be submitted in writing to
East for approval. Such approval is at the discretion of East. East reserves the right of refusal.

To protect our reputation for objectivity, we require the appropriate use of our company name and research. The East
name, intellectual property, trademarks, or logo may only be used commercially in connection with advertising, sales
materials or other commercial efforts with East's explicit approval for each instance of use. This policy defines the criteria
that will be used to issue that approval.

e All requested quotes, data references, or excerpts from East & Partners research for external use by clients or non
clients must be pre-approved by East in writing before publication.

e All East research and intellectual property is subject to this Usage Policy. This applies to all contexts where East’s name
appears such as advertising, marketing materials, annual reports, bank statements, media releases, newsletters,
presentations and speeches.

e Any references to East research must be clearly and fully sourced to the original analysis report or source document.

e Reasonable use of East research for internal purposes within client organisations is allowed and does not require pre-
approval. All copyrighted material should be clearly marked “For internal use only” and be fully and accurately sourced
to East.

e Quotes, references to East research and excerpts from East Research Notes, media releases and other materials must
refer to the most recent report wherever possible and be no older than 12 months old. Any references to East research
must be produced in the correct context.

e East research may not be used to endorse a vendor, product, service, or to criticise a vendor's competitor. No company-
specific excerpts are permitted as they may imply endorsement within the context of vendor materials.

e Subscribing clients must not reproduce the results of rival providers for external marketing purposes, nor appear to
denigrate competitors externally based on East research.

e Requests for unpublished research are unable to be processed until all subscribing clients have received the full report.

e East’s name may not appear in the title or sub-title of media releases, newsletters or subject line of an email. Custom
quotes (e.g. quotes that East has provided to a client for external marketing purposes) may not appear any earlier than
the second paragraph of media releases.

Violations
Should a requestor fail to comply with this policy, East reserves the right to impose quote bans of varying durations,

including a ban on all use of the East name. For repeat or persistent violators, such ban will be for a minimum period of (3)
months. In addition, East may seek additional remedies available under contract, copyright and other applicable law.



RESEARCH e ADVISORY o STRATEGY

BANKING e

2,

&partners

Contents

L30T LT 1 o T o O 1

V=1 o o [o o -V 2

Detailed Data ANalySis.....ciciiiiuiiiiiiiiiiiiiieieiiieteeierenierenereasietnsesenssernnssrnsserensessnsesensessnsssensessnsans 4
Bank Positioning With AUSTIalian SIMIES..........ccicuiiieeiiiie et esee et e et e e e rtr e e e sisaee e streeeesnaeeeennees 4
Market Share and Share of Wallet........cooiiiiiiiiii e 16
Importance of Key BanKing ProQUCES........iiiiiiiiiiiiiee ettt et e e e e e eaara e e e e e e e eeaaaaeeeeeeean 49
Customer Satisfaction with Key Banking Products ..........ceociieieiiiii e 50
Importance of Key RelationShip ISSUES .....c..uvii ittt ettt e e e e e etae e e e staeeeenes 65
Customer Satisfaction with Key Relationship ISSUES.........ccoiiiiiiiiiiiec e e e 66
Relationship Manager Performance BenChmarks .........ccccueeiiiiieeeiiie et e e 82
2] o] T @ LT =41 T A e Yo P URUPSR 93
ChUrn LEVEIS @Nd FUTUIES .....iiiiieiiieieeee ettt ettt ettt et sbe e st e e snt e saneenneees 96
INTEreSt RAtES ANT FEES.....iiiiiiiiieeite ettt et b e e bttt e bt e saeeennee s 105
Bank Mind Share in the SME Market .......c.coueiierieiieiiiie e 108
Other Bank Provided SEIVICES.......couiiiiriiiiieiieieeesie ettt sttt ettt 115

Appendix | = QUESEIONNAIIE.......ccciiieeiiriiiiieiirecrrneereeereeeerensserensesrnnserensesssasessnnnnns 118

Australian SME Banking Markets — April 2011



RESEARCH e ADVISORY o STRATEGY

BANKING e

2,

&partners

List of Tables

Methodology

A Market Geographical DiSTriULION .....c.ueiiiiiiie e e e et e e e e e e e e eenees 2
B INterviewee DiSTrDULION ....couiiiiie et e
C Industry Sector Distribution

Detailed Data Analysis

1 Current Primary Transaction Banks tO SIMIES ......cccuuuiiiiiiiiiicieeee ettt e e e e e e e e e nnaaeeas 4
2 Length of Primary TB ACCOUNT LIf@ ....ccuuiiiiiieee ettt e eae e e et e e e e e e e eanes 5
3 Transaction Bank Churn — Previous Bank .........c.cccoieiieiiriinieneenieeie et 6
4 Current Secondary Transaction Banks t0 SIMIES .........uuiiiiiiiiiiiiiiiiee et e e e anaaeeas 7
5 Current Primary Corporate Banks 10 SIMIES ........cccuiieeiiiiieeiiiiee et e e ettt e et e et e e e e ive e e e saaaeessnaaeesareeeanns 8
6 Length of Primary Corporate Banking ACCOUNt Life.......cccuiieeiiiiieciee et 9
7 Corporate Bank ChUrn — Previous BanK ...........ccocciiiiieee ettt e e e e e earae e e e e e e e nnnaeee s 10
8 Current Primary LeNders t0 SIMIES ......coouuiiiiieie ettt e e et e e e e e s et e e e e e e e s aataa e e e e e e eennnaeneas 11
9 Length of Primary Lending ACCOUNT LIf ....uuiiiiiiieeccie ettt e e e s tae e e 12
10 Lending Bank Churn — Previous Bank

11 Current Secondary LENErs 10 SIMIES........uiiiiiiiiiecieee et e e e e e e e e e anaren s

12 Perceived Primary Banking Relationships by SIMES .......c..uuiiiiiiiiiiiieec e 15
13 Banking Product Usage within the SME Market .......ccocuiiiiiiiiiiniiieeeeeeeee e 16
14 Primary Supplier Shares — On Call ACCOUNTS ......uiiiiiiiiiiiiiiieee e e e e e e reeeeeeean 17
15 Weighted Average Percent of Business — On Call ACCOUNTS ....cccvviiiiiiiieeiiie e 18
16 Primary Supplier Shares — Term Cash DEPOSITS ....cccueerrieriiieriierieeniee ettt 19
17 Weighted Average Percent of Business — Term Cash DePOSIts ......ccceveiiiiirieeiiiiiiiiiiieeeeeecciieeee e 20
18 Secondary Supplier Shares — Term Cash DEPOSILS ......uuviiiiiiiiiiiiiieiee e e e e e e 21
19 Primary Supplier Shares — Commercial Bills / CDS .....ccuivueiierieiieiieie ettt ee e 22
20 Weighted Average Percent of Business — Commercial Bills / CDS ......ceeevveeeereeeirieeieeeree e 23
21 Primary Supplier Shares — Overdraft FACilities........uuiiiiiiiiiiiiei e 24
22 Weighted Average Percent of Business — Overdraft Facilities

23 Primary Supplier Shares — Australian Currency Term LOANS.......ccccuuviieeeeiiiiiiiiiee e eeevreee e
24 Weighted Average Percent of Business — Australian Currency Term LOans ........cccuveeeeeeeiciviveeeeeeeeennns 27
25 Secondary Supplier Shares — Australian Currency Term LOANS.......ccccueeeerueeeeiiireeesiieeeesireeesseneeesnneens 28
26 Primary SUPPIIEr SNArEs — LEASES.....cccuiiiiiee e ettt ettt e e et e e e e e et b e e e e e e e e tasbeeeeeeeeeaaareneaaeean 29
27 Weighted Average Percent of BUSINESS — LEASES.....cccuuiiiiieiiiiiiiiiieee ettt et e e e aaae e e e e e e e 30
28 Secondary SUPPIIEr SHAres — LEASES ....cccuueiiiiiieeeiiie ettt e sttt e e ettt e e e e e st e e e e aae e e sasaeeessbaeeeensaeeesnnneens 31
29 Primary Supplier Shares — INV0ice DiSCOUNTING......uuiiiiiiiiiiiiieie et e e e e e aee e 32
30 Weighted Average Percent of Business — Invoice DiSCOUNTING........cccveeeiiiiieeeiiiee e e 33
31 Primary Supplier Shares — Inventory FINANCING ......ooiiiiiiiiiiiie et e e 34
32 Weighted Average Percent of Business — Inventory FINANCING.........cccuvveviiiiieciiee e 35

Australian SME Banking Markets — April 2011



RESEARCH e ADVISORY o STRATEGY

BANKING e

2,

33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73

&partners

Primary Supplier Shares — Account Services & Cash Management ..........cccovveeeeeeiiciiiieeee e 36
Weighted Average Percent of Business — Account Services & Cash Management .........ccccceevveeenneenn. 37
Primary Supplier Shares — Payment ProCESSING .....ccccuiiiiiieeeeciiieeeiieeeeciee e e steeeeetveeeessaaeessaeeeesnsseeeanns 38
Weighted Average Percent of Business — Payment ProCeSSING .......ccouuiiuiiiieeeeeeiiiiiieeeeeeecciieeee e e e e 39
Primary Supplier Shares — REMIttanCe ProCESSING.......uiiicueieiiiiieeeiieeeectee e stte e e e tve e e eeae e e e sareeesaseeeeans 40
Weighted Average Percent of Business — Remittance ProCessing......cccccecveeeeeiveeeiivieeeeciieeeeeieee e 41
Primary Supplier Shares — INternet BanKiNg .........ueeeiiiiiiiiiiiiee e e e e aare e e e e 42
Weighted Average Percent of Business — Internet Banking ..........cccccueveeeiiiieiiee s 43
Primary Supplier Shares — Fixed Interest Rate ProduCtS.........ccuvieeeiiiiiiiiiie e 44
Weighted Average Percent of Business — Fixed Interest Rate Products........cccceeevvieeeeiiiiiiiiiieeeeeeeeens 45
Primary SUPPHEr SNAres — SPOT FX ..ot e e e e e e e st e e e et ae e e eaaaeeesaaaeeeesaeeeaans 46
Weighted Average Percent of BUSiNess — SPOt FX ....ioiuiiiiiiiiie et e 47
Secondary SUPPliEr SHAres — SPOt FX..couuii ittt ettt et et sne e 48
Importance of Banking Products to the SIME CUSTOMEN .......cccuvieeeiiiiiecciiee e 49
Overall Satisfaction with Banking Products — Whole of SME Market.......cc.cccccouveeeiiieeeciiee e 50
On Call Accounts Satisfaction RAtINGS......cc.ueeruiiiiiiiiiiiiiie et st 51
Term Cash Deposits Satisfaction RAtINGS ......ccocuiiiieiiiiiiiee e ere e e et 52
Commercial Bills / CDs Satisfaction RAtINGS .......covvieiuiieiiieeiie e ceiee e eetee et eeteeeeaeeeeteeeeteeeeteeeneeens 53
Overdraft Facilities Satisfaction RAtiNGS ......eooviiiiiiiiiiiece e 54
Australian Currency Term Loans Satisfaction Ratings.........cccueieeiiiiiiiiiiie it 55
Leases SatisTaction RATINGS .....uuuiiiiiiiiiiiiie et e st e e e e e s et b e e e e e e e e taareraaeeean

Invoice Discounting Satisfaction Ratings

Inventory Financing Satisfaction Ratings

Account Services & Cash Management Satisfaction Ratings .......ceeeviieiiiiiiiiiciiiiiee e 59
Payment Processing Satisfaction RatiNgS.......ueiiuiiiiiiriiiiiieeiic et s 60
Remittance Processing Satisfaction RatingsS .....cc.uvveeiiiiiiiiiiieee e e 61
Internet Banking Satisfaction RAtiNGS .......ceiiiiiiiiiiiiiic e e 62
Fixed Interest Rate Products Satisfaction RAtings ........ccovvviiiiiiiiieiiiie e 63
SPOt FX SatisTaction RAtiNGS ..ccicciiiiiiiiiiii et e e e et e e e e e e s e b b e e e e e e e e e aataereeeeeeans 64
Importance of Relationship Issues to the SIME CUSEOMET ........cccoiiiiiiiiiee e 65
Relationship Satisfaction Ratings — Whole of SME Market.........cceoocieeieciiie e 66
Relationship Management Satisfaction RAtiNGS ........ccoiiiiiiiiiiii i 67

Understanding Customer’s Business Needs Satisfaction Ratings

Proactivity Satisfaction RAtiNgS.......ieicciiiiieiie ettt e e et e e e e ar e e e eaaaaeesnaaeeeans

INNOVation SatiSTaCtioN RATiNGS......ciiiiiiiii ettt e e e e st e e e e s ta e e e enaeeesnaeeeesnsaeeeanns 70
Loyalty to the Relationship Satisfaction RAatiNgS .......cuiiiviiiiiiiiiie e e 71
Quality of People Satisfaction RAtiNGS .....cccuviiiiiiiiiciiieee e e e e e e erree e e e e e e e enees 72
Pricing Competitiveness Satisfaction RAtiNGS .......cceivuiiiiiiiiie et s sare e e taee e 73
Value for Money Satisfaction RAtiNgS ......ccuuiiiiiiiieiiiii et e e e e e e e 74
Back Office Efficiencies Satisfaction RAtiNgS .........ueeiiiiiiiiiiiiie et e e 75
Documentation Quality Satisfaction RAtiNGS .......eevueiriiiiiiieniierieee e 76

Australian SME Banking Markets — April 2011



RESEARCH e ADVISORY o STRATEGY

BANKING e

2,

74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114

&partners

Knowledge of Customer’s Industry Sector Satisfaction Ratings .......ccccccovveiiiiiiiiiiiiiiiieee e 77
Understanding SME Issues Satisfaction RAtiNgs ......ccuviiiciiieiiiiie et e e 78
Customised Banking Solutions Satisfaction Ratings.........ccccviiiiiiieiiiiiie e 79
Economic Information and Analysis Satisfaction Ratings ........cccoecviiiieiiiiiiiiiiiie e 80
Customer SuppPOort SatisTaCction RAtiNGS......cccuiieiiiiie e e e e e e e et e e e saae e e eaaeee s 81
Deployment of Dedicated Relationship Manager.........ccccueieiiiieeeeiiie ettt e e svee e e aaee e 82
Length of Relationship with Current Relationship Manager.........cccueeeieiiiiiiiieeec e 83
Importance Ratings of Relationship Manager .......cccuuiiiiiiiie i e 84
Satisfaction Ratings of Relationship Manager — Whole of SME Market ..........cccceeevvvveeeeiieeeecieee e, 85
Business Maturity and Acumen RM Satisfaction Ratings ........coooeiiiiiiiiiiiiiiiiieeee e 86
Product and Solution Knowledge RM Satisfaction RatingsS.........cceccviieiiiiiieeiiiee e 87
Understanding of Customer’s Business RM Satisfaction Ratings ........cccccveeviviieeeiiie e 88
Proactivity and Innovation RM Satisfaction Ratings .......cccueeriieiieiiiiiiieeiecieee e 89
Responsiveness RM Satisfaction RAtiNgS .......ccoiiiiiiiiiiiiiieee ettt e e e e e et e 90
Understanding of Customer’s Industry Sector RM Satisfaction Ratings........cccccceeveeeeiiiiieeiiiieeeciieeeens 91
Advocacy for Customer inside the Bank RM Satisfaction Ratings .........cccccueeveiinieeniiinieinieeneeeeee 92
BroKer ULIlISATiON ....couiiiieiiiie et e 93
Products SOUICed Via BrOKEI ........cocuiiiiiiiiiiiiecc et 94
Key Reason for Broker UtilISation ..........coiiiiieiiii ettt st 95
Products Most Commonly Increasing in Terms of Customer Need ........cccecoovveeeeiiieeceiiee e 96

Likelihood of Changing Primary Bank in the Next Six Months

Preferred Method of Interacting With Bank .........ccceoviiiiiiiiiiiniieieeeeeee e

Competitor Bank Solicitations Experienced in the Past Six MONthS .........ccooviiiiiiiiiiiiiiiieeeee e, 99
Sources of Advice Used on Financial Management and Banking Matters.........cccccoovvieeiieiiiiiiienneenn. 100
Planned Lending in Next SiX MONTRS .....ooiiiiiiieieeee et 101
Reasons for Planned Lending in Next SiXx MONthS........cooiiiiiiiiiiiciceee e 102
Stimulants to Increasing the Use of Cash Flow Style FINanCiNg ........cccoovviiiiieiieiniiiiiieeee e 103
Non-Cash Flow Borrowings Applied to Supporting Working Capital Needs..........cccceeeecveeivcveeeennneenn. 104
Interest Rate Change in Last Six MONthS — LOANS ....ciiiiiiiiiiiiiiec ettt 105
Interest Rate Change in Last Six MoNnths — DEPOSItS......ccccuuiiiieiieeiiiiiiiee et 106
Transaction Fee Change in Last SiX MONTNS ........iii ittt e e e rre e e 107
Share of Mind — Transaction Banking & Cash Management .........cccccooeeiiiiiiieeeeeccciiieeee e 108

Share of Mind — Foreign Exchange Services

Share Of MiINd — DeriVatiVES ......coviiiiriieiiet ettt

Share Of IMINA = DEDT .....eiiiiiieee ettt s b e

Share of Mind — Deposits & INVESTMENTS .......uuviiiiiiiiiiiiiiiee et e e e e e e e e e e e eeraaaeeeeeeean 112
Share of Mind — @-Banking SEIVICES ....ccucuuiiiiiiee ettt e e e s e e e ate e e s nanes 113
Share of Mind — Cash FIOW FINGNCING ......vviiiiiee ettt e e e e e et e e e 114
Private Banking Primary PrOVIAEN .....cccuuii i eciiee ettt ettt e et e e e aaa e e st e e e e sntae e e s naaeesnneaenn 115
Corporate Superannuation Primary ProVIAEI ........ccuuuiiiii i ettt cvaee e e e e e e eanes 116
BUSINESS INSUraNCe Primary PrOVIAET .......cccuiiiiiiieeeeiee ettt e ettt e e et e s aea e e e abe e e e satae e e enaaeesnneaens 117

Australian SME Banking Markets — April 2011



RESEARCH e ADVISORY o STRATEGY

BANKING e

2,

&partners

Introduction

This is the fifteenth report in a six-monthly series of market monitors examining and forecasting
demand for banking service and product within Australia’s Small to Medium Enterprise (SME)
markets. The SME segment remains numerically the largest battleground for revenue and profit
growth, and it is firmly on all banks’ radars, particularly as providers look to replace slowing
volume and margins in the retail mortgage markets.

Significant effort is being invested in building service propositions to this historically under-
banked segment of the market at the same time as the state of the credit markets is driving many
SMEs back to the large commercial banks. Credit, its availability, conditions and pricing, has
become and remains the dominant issue for SMEs in their banking relationships and we expect
this to remain so for the near term as banks continue to re-price their books for risk.

This research and analysis program is designed to deliver quality market intelligence to bank
clients for application in account management, business development, service delivery and
market strategy formulation. This report delivers key findings from the latest round of customer
interviews executed during March 2011, along with presentation of detailed, supporting data.

Also included in the report for the seventh time are additional analytics on broker activity,
Relationship Managers, borrowing intentions, and SMEs’ preferred means of interacting with their
banks. Importantly also the program continues to incorporate coverage of the A$1-5 million
turnover business customer segment, previously run as a separate, standalone research program.
Clients have increasingly adopted a common segment approach in their customer relations and
business development strategies to this combined sub-A$20 million segment and this program
has now integrated both previously separate segments into the one coherent view.

In addition to the core multi-client content of the program, our clients are able to add proprietary
questions to each six-monthly interview sweep, using the vehicle of this ongoing research as a
means of both adding valuable supplementary material to their use of the service and the
generation of timely tactical information solutions. All client proprietary analysis is subject to
separate reporting with individual clients.

We trust that this enhanced report continues to deliver real value to our clients and we look
forward to discussing the contents of this latest round together.

Australian SME Banking Markets — April 2011 Page 1
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Methodology

The fieldwork for this fifteenth round of East & Partners’ Small to Medium Enterprise (SME)
Banking Research Program took place in March 2011 with a structured sample of 1,493
enterprises in the AS1-20 million annual turnover segment being interviewed.

This fifteenth research round achieved another very pleasing completion rate of 89.4 percent
(only 177 enterprises approached declining to participate) — a direct reflection of the strong level
of interest in their banking arrangements and services by businesses within this SME segment.

TABLE A
Market Geographical Distribution

% of Total
Oct 10 Apr 11
(N:1497) (N:1493)

New South Wales 35.2 354
Victoria 29.4 20.1
Queensland 12.8 12.8
Western Australia 9.2 9.4
South Australia 4.7 4.6
Other 8.7 8.7
TOTAL 100.0 100.0

All enterprises were interviewed on a direct basis using the structured Interview Questionnaire,
reproduced here as Appendix |, through the individual holding primary responsibility for the
business’ banking relationships.

TABLE B
Interviewee Distribution

% of Total
Oct 10 Apr 11
(N:1497) (N:1493)

Finance Director 32.2 32.6
Chief Financial Officer 19.5 19.9
Group / Corporate Treasurer 19.3 19.2
Finance Manager 18.1 18.3
Group Accountant 10.9 10.0
TOTAL 100.0 100.0

Australian SME Banking Markets — April 2011 Page 2
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East’s research sample in this program mirrors distributions reported by the Australian Bureau of
Statistics commercial census data to ensure a true and natural representation of enterprises in
terms of geographical location and industry sectors. The industry sector distribution of the 1,497
SME interviewed during March 2011 thus directly reflects the segment’s population/universe
distribution.

TABLE C
Industry Sector Distribution

RESEARCH e ADVISORY o STRATEGY

% of Total
Oct 10 Apr 11
(N:1497) (N:1493)
Agriculture, Forestry and Fishing 8.5 8.6
Mining 2.3 2.3
. Manufacturing 12.3 12.2
O Electricity, Gas and Water Supply 0.6 0.6
é Construction 12.9 13.1
<Z( Wholesale Trade 12.0 12.2
® Retail Trade 17.8 17.9
Accommodation, Cafes and Restaurants 2.3 2.4
Transport and Storage 3.6 3.5
Communication Services 0.6 0.6
Finance and Insurance 5.0 4.7
Property and Business Services 20.8 20.6
Government Administration and Defence — —
Education 0.3 0.3
Health and Community Services 0.3 0.2
Cultural and Recreational Services 0.3 0.3
Personal and Other Services 0.4 0.5
TOTAL 100.0 100.0

Australian SME Banking Markets — April 2011 Page 3
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East & Partners Pty Ltd, a leading specialist market research firm in the business, corporate and investment banking
markets of Asia Pacific, works across 11 countries in the region delivering both multi-client and proprietary market
analysis services to financial services providers.

The delivery of accurate quantitative analysis on the region's exploding demand for sophisticated transaction, debt,
treasury, investment and advisory banking services and products has been uniquely addressed by East's "bottom up"
research methodologies for 15 years, based on many thousands of customer interviews annually in Australia, China,
Hong Kong, India, Indonesia, Malaysia, Philippines, Singapore, South Korea, Taiwan and Thailand.

East's multi-client demand research and consulting work has enabled the firm to work with virtually every major bank
within the region and international clients based in North America and Europe.

East & Partners Pty Ltd
Level 39, 2 Park Street Sydney NSW 2000 Australia
phone: +61-2-9004 7848 fax: +61-2-9004 7070

www.east.com.au
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