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St.George Bank Limited
ABN 92 055 513 070
Merger Meetings

Exhibition Hall 1
Sydney Convention and Exhibition Centre
Darling Harbour, Sydney

13 November 2008

Remarks by Mr John Curtis, Chairman

Now | would like to turn to the more formal aspects of the meeting.

In a few moments, | will formally move the resolution for the Share Scheme. 1 will allow for
questions on the resolution to be considered at today's meeting, and after any questions, we will

move to a vote on that resolution by way of a poll.

But first, I'd like to say a few words about the proposed merger

As you would appreciate, your Board had been prepared for a merger approach for some time so

when Westpac approached St.George in May this year we were well prepared.

It was evident from the outset that the Proposal put forward by Westpac was a very compelling one

for St.George from a strategic, financial, staff and customer perspective.

As opposed to a cash transaction where the highest cash price is extremely important, in a scrip
based transaction like this one, where you are being asked to swap your shares in this bank for
shares in a new combined bank entity, the business model of that combined entity is a major
consideration for a board when deciding whether to recommend the Westpac Proposal, as clearly

this is how future value will be created.

The Westpac Proposal was about bringing together two very successful businesses with iconic
brands and complementary cultures and therefore it made great strategic sense. Bringing them
together in a way which preserves St.George’s operating model and unique culture made even

more sense particularly for customers, staff and shareholders.
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The Board was not only conscious of the financial and strategic perspectives which are some of the
drivers of shareholder value but most importantly what this would mean for staff and customers
who are the basis of this Bank.

Why? Because St.George is different and has always been different - because we care about staff
and we care about our customers and we have a culture that is different because of that. It was
inevitable that St.George one day would be taken over by one of the large banks. No one knew our
culture better than Gail Kelly, the importance of staff and customers to that culture and accordingly
the Westpac Proposal reflected a business model which puts staff and customers at the centre of
that ongoing business model. This was what the Board wanted and Westpac offered it as part of
their original Proposal. Accordingly we emphasised at the time we accepted, that the business
model which was about retaining the St.George culture, was critical in our decision to endorse the

Westpac Proposal.

Under the Westpac Proposal, the distinctive St.George, BankSA and Asgard brands will all be
retained and the culture and customer service focus of St.George will also be retained and

strengthened.

In addition, Westpac indicated its commitment to the retention of the St George branches and ATM
networks and our corporate presence in Kogarah, which the Treasurer has also noted in his

approval of the merger.

Your Board understands that this merger is about retention and growth of the St.George culture
both inside St.George and Westpac. Yes unfortunately there may well be some job losses, mainly
in the back office and head office functions, which are inevitable with any merger but Westpac have
given a commitment to minimise job losses through natural attrition and redeployment wherever
possible. However whilst the Board understands that there will be some inevitable short term pain,
the acceptance of the Westpac Proposal is all about trying to create a stronger and even better
bank for customers, staff and shareholders over the ensuing years, particularly having regard to the

current uncertain economic outlook.

| repeat, all of these elements were very important and critical in regard to the Board

recommending the Westpac Proposal.
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From a financial viewpoint the offer to shareholders of 1.31 Westpac shares for every St.George
share, representing a 28.5% upfront premium at the time of the offer, was also important in the
Board reaching its unanimous decision to recommend the Westpac Proposal to shareholders. At
the time of the offer, the book value ratio of St.George represented one of the more attractive
premiums paid for a large financial institution for more than ten years in Australia and relative to
other premiums being paid for other banks in Australia and globally this year, exceedingly

attractive.

In addition, at the time of agreeing to the Westpac Proposal, the Board was conscious of the level
of market volatility in global financial institutions and credit markets. The Board's acceptance of
Westpac's offer enabled this Proposal to be presented to shareholders for consideration while
retaining the right to accept any superior offer which might have emerged or withdraw from the
Westpac transaction if it was no longer in the best interests of shareholders. However, whilst there
was evidence of volatility at that time, it would be disingenuous to say that the Board fully foresaw

the depth of volatility and financial carnage that has occurred over the last 3 months.

Grant Samuel, as Independent Expert, undertook a detailed analysis of the transaction and noted
also in their report dated 29 September 2008 that if the Westpac Proposal does not proceed the
St.George share price is likely to fall substantially from current levels. In addition they compared
the Westpac Proposal financially with St.George remaining independent and concluded that

staying independent is likely to deliver less value over the medium term.

In September, the offer was further enhanced as St.George and Westpac agreed to revised merger
terms, involving a special dividend for St.George shareholders to be paid over and above the 2008

final dividend.

The special dividend was proposed in conjunction with a package of measures designed to
increase the certainty of completion of the merger and accelerate merger benefits. The special
dividend has now been determined as an additional 31 cents per share fully franked which will be

paid to St.George Bank shareholders on 18 December 2008.

| believe that this merger represents a real win/win for all parties.

St.George shareholders will own almost 30 per cent of Westpac — Australia’s first bank and one of
the world’s great banks with 191 years’ experience behind it and a AA credit rating. As we speak

there are only 17 banks globally with a credit rating of AA or higher.
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I'm also pleased to say that your Bank continued to financially perform throughout this year, despite

the potential distraction of the recommended merger.

| wanted to touch briefly at this point on St.George’s financial performance in 2007/2008 and pay
tribute and thanks to the executive and management team and all our staff from head office

through to every branch throughout the country.

St.George delivered a very good result for the 2008 financial year, reporting yet another record

profit.

Our earnings growth also exceeded that of our competitors — in short, St.George has punched well
above its weight and | want to thank CEO Paul Fegan and all our staff for their hard work in

consistently delivering such solid results.

However we are now trading in very different and very turbulent financial times. Global financial
leaders are talking about the possibility of recessions in a number of countries and the Australian
Government has responded to the turmoil by taking the unprecedented step of guaranteeing
deposits in Australian banks for three years. Despite the recent action taken by the Australian
government, our financial services sector is expected to continue facing a number of challenges in
the coming year. These include softening growth across the broader Australian economy, slower
growth in lending products and an increase in credit defaults. In this environment, the earnings

growth for all banks, including St.George, is expected to slow.

Today you have a unique opportunity to support a proposal to merge with a bank that is well

positioned to weather these significant challenges.

Not only is Westpac a large financial institution but it has a strong track record of profits and
dividends, which has created value for its shareholders. Westpac has also been a consistent
performer which points to the quality of the business and the sound risk management disciplines of

its team.

The Board considered that the Westpac offer was an excellent proposition for shareholders when it
first received the offer in May this year. The increasingly uncertain economic environment in which
we are now operating and Westpac's strong performance during this period only reinforces this

view.
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The merger will create a stronger bank with a bigger balance sheet and improved access to
funding — characteristics that are especially important in times such as these.

If the merger is not approved, St.George will continue to operate as a stand alone bank. While
St.George will benefit from a lower cost to income ratio and better asset quality across the book
relative to the major banks, having regard to the volatile economic outlook the rate of earnings
growth achieved by St.George in the year to September 2008 is most unlikely to be sustained. In
this environment, the Board believes it would also be prudent to increase the level of Tier 1 capital
above the current level of 6.6% to 7% or more by 31 March 2009. In addition, as observed by the
Independent Expert St.George's share price would fall substantially from current levels if the
Westpac Proposal does not proceed. Moreover the Independent Expert stated that “St.George
shareholders benefit from an uplift in attributable earnings per share (and to a lesser extent
dividends per share). It would take some years of consistently higher growth by a stand alone
St.George to catch up with the attributable earnings shareholders should receive through the

Westpac Proposal’”.

Obviously a transaction like this has various risks which are important to consider and which were
outlined in the Independent Expert's report. However despite these, the Independent Expert
considered the Westpac Proposal to be “fair” and “reasonable” and has concluded that it is in the

best interests of St.George shareholders, in the absence of a superior proposal.

| encourage you to consider these important factors and the Board’'s recommendation, in casting
your vote.

In these most volatile economic times nothing is certain, but this merger is about the creation of a
stronger bank, with an ongoing business model that seeks to preserve the St.George culture for

staff and customers under the leadership of Gail Kelly who knows both banks well.

Finally, I am pleased to inform you that all conditions to the effectiveness of the schemes, other
than conditions relating to the approval of resolutions being considered today and the filing of court
orders approving the schemes, have been satisfied.
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Thanks

Ladies and Gentlemen, | would like to thank you for participating in the 2 shareholders’ meetings

which we have held in Darling Harbour today and to those who appointed proxies, | thank you also.

On the assumption that all resolutions are passed, | would like to add the following comments.

To those of you who have been with us since our building society days or whose relationship with
St.George began through the Barclays acquisition or the Advance Bank merger, | would like to

make special mention.

You have stuck by St.George and in doing so, experienced a tremendous growth story in the last

ten years.

When St.George made the transition from Australia’s largest building society to life as a listed bank
in 1992, the key motivator was to increase access to equity and debt funding and to present a real
alternative to the majors. Two years later we acquired Barclays’ commercial banking division,
giving us geographic spread, a bigger balance sheet and revenue diversification. When we merged
with Advance Bank in 1997, our rationale was again access to funding and geographic

diversification but it gave us more critical mass and scale.

Our total shareholder return over the past five and ten years for long-term shareholders was 71%

and 318% respectively.

As we continued to grow and build a great business, we became increasingly attractive to the
banks we set out to rival. But as | said earlier, we are operating in a very different world, a world in
which we believe our shareholders and customers will have a better future as part of a stronger

and larger financial institution.
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To St.George staff. You have also been such an integral part of this growth story and | thank you
most sincerely for your support and for making the customer experience such a satisfying one. You
will play a key role in helping preserve the unique St.George culture and ensuring the high

standards you have set are maintained as life as a merged entity begins.

St.George customers, | would like to thank you deeply also. St.George has always prided itself on
offering a unique and satisfying customer experience — attributes that will be preserved under the

Westpac Proposal. We thank you for your support and look forward to your continued support.

Finally, to my fellow Board members. Even though, as | mentioned earlier, we were well prepared
for an approach, we have spent many long hours considering the merits of the Westpac Proposal
and worked hard to negotiate an even better outcome for our shareholders. | thank you for your
professionalism and dedication.

It is our expectation that the outcome of all of today's meetings will be known later today. The
results will be announced to the ASX and posted on St.George's merger website as soon as

possible.

Again many thanks for your participation in this significant event.
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