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Australian Banks Downgraded under

Standard & Poor’s New Rating Criteria

The big four downgraded as anticipated

As has been expected for a considerable period, Standard &
Poor’s has downgraded the big four Australian banks to AA-.
The downgrades don't imply any deterioration in the quality
of the banks. The downgrades are related to the new global
banking criteria that Standard & Poor’s has implemented and
follows the downgrades of various US and European banks on
30 November.

This downgrade of one notch (or rating level) was widely
expected as the most likely outcome of the reassessments

of the big four under the new criteria. There is no reason for
concern about these banks, which remain among the highest
rated in the world, and the downgrades are not a sign of
major systemic problems in the Australian banking sector. All
of the big four retained the highest possible short-term rating
of A-1+.

The only severe action that Standard & Poor’s took was
against Macquarie Group which was downgraded two
notches from A- to BBB. Macquarie Bank, however, retained its
rating of A.

It's important to note that the ratings on Australia’s regional
banks were not changed in today’s rating moves. The new
criteria methodology chiefly focuses on sovereign support
for banks, i.e. the willingness and capability of governments
to support their major banks. Given that the ratings on the
regional banks do not take into account sovereign support,
the new criteria had limited impact.

The ratings on Japanese banks were largely stable, but a few
were placed on negative outlook.

Interestingly, all the major Singaporean banks are now

rated AA-, with Overseas Chinese Banking Corp. and United
Overseas Bank being upgraded and DBS Bank retaining

its rating. Given the now small number of AA- rated banks
globally, the rating changes are significant. They signal a
change in the relative quality of Asian banks vs. European and
US banks.

Impact on Tyndall Australian Bond Fund

The impact of the changes on the Tyndall Australian Bond
Fund has been minimal. We do hold major bank senior and
subordinated bonds as well as bonds from some of their
subsidiaries. But the downgrades have had a limited impact
on the Fund’s credit quality as the senior debt still remains in
the AA-rating band. All of the Australian subordinated debt
held within the fund has a call date of 2013 or sooner, and is
currently expected to be called at that date.

One of the bank subsidiaries was also downgraded from AA-
to A+ which has a slight effect on the overall portfolio rating.
However, the fund remains unchanged at a weighted-average
overall rating of AA.

Standard & Poor’s rating changes -
1 December 2011

The table below shows the rating changes for Australian
banks.

Entity New Previous  New Previous
long-term long-term short-term short-term
rating rating rating rating

Australiaand New  AA-/ AA/Stable  A-1+ A-1+

Zealand Banking Stable

Group Ltd.

Commonwealth AA-/ AA/Stable  A-1+ A-1+

Bank of Australia  Stable

Macquarie Group  BBB/ A-/Stable  A-2 A-2

Ltd. Stable

Macquarie Bank A/Stable  A/Stable A-1 A-1

Ltd.

National Australia  AA-/ AA/Stable  A-1+ A-1+

Bank Ltd. Stable

Westpac Banking  AA-/ AA/Stable  A-1+ A-1+

Corp. Stable
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Disclaimer

This document was prepared and issued by Tyndall Investment Management Limited ABN
99 003 376 252 AFSL No: 237563 (“TIML"). The Tyndall managed funds are issued by Tasman
Asset Management Limited ABN 34 002 542 038 AFSL No: 229664 (“TAML"). The information
contained in this document is of a general nature only and is not personal advice. It is for the
use of researchers, licensed financial advisers and their authorised representatives.

The value of an investment can rise and fall and past performance is no guarantee of future
performance. Any information contained in this fact sheet has been prepared without taking
into account an investor’s objectives, financial situation or needs. Investment decisions should
be made on information contained in a current Fixed Interest Product Disclosure Statement
“PDS"and it's supplementary PDS (“SPDS") and applications to invest will only be accepted if
made onanapplication formattached toa current SPDS available fromTyndall. The Responsible
Entity of the Tyndall Australian Bond Fund ARSN 098 736 255 is Tasman Asset Management
Limited ABN 34 002 542 038 AFSL No 229 664 (trading as Tyndall Asset Management). Tyndall’
means Tyndall Investment Management Limited ABN 99 003 376 252 AFSL No 237 563.

Standard & Poor’s Disclaimer: Analytic services provided by Standard & Poor’s Ratings
Services (“Ratings Services”) are the result of separate activities designed to preserve
the independence and objectivity of ratings opinions. Credit ratings issued by Ratings
Services are solely statements of opinion and not statements of fact or recommendations
to purchase, hold, or sell any securities or make any other investment decisions.
Accordingly, any user of credit ratings issued by Ratings Services should not rely on
any such ratings or other opinion issued by Ratings Services in making any investment
decision. Ratings are based on information received by Ratings Services. Other divisions
of Standard & Poor’s may have information that is not available to Ratings Services.
Standard & Poor’s has established policies and procedures to maintain the confidentiality
of non-public information received during the ratings process. Credit ratings may be
changed, withdrawn or suspended at any time. Standard & Poor’s (Australia) Pty. Ltd.
holds Australian financial services licence number 337565 under the Corporations Act
2001. Standard & Poor’s 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).



