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Dear Sir/Madarﬁ

Macquarie Bank Limited (File Number 82-34740) documents for lodgement e

Please find relevant documents for Macquarie Bank Limited for lodgement to
satisfy the requirements of Rule 12g3-2(b). Please note thls mailing is for the
period covermg 8 Nov to 22 Nov inclusive.
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All financial information is for the half year ended
30 September 2006 unless otherwise stated.
Macquarie Bank's financial year end is 31 March

(half year 30 September).
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jMacquarie Bank
Macquarie Bank Limited -
No.1 Martin Place

Sydney NSW 2000

Australia

fel: +61 2 6232 3333

Fax: +61 2 8232 7780

WWW.macquane.com.au -

:Share Register

Computershare Investor Services Pty Limited
GPO Box 7045

Sydney NSW 1118

Austratia

]Email: sydney.senvices@computershare.com.au

i
el {ocaly: 1300 855 080
el nternational): +61 3 6915 5970

Www.Computershare.com.au

investor Relations
No.1 Martin Place

Sydney NSW 2000
;Australia

!Emajlz macquan‘e.sharéholders@macduarie.com
Tel (intemational): +61 2 8232 5006

Please notify Investor Relations via email if you wish to be
'édded to an email distribution list to réceive presentations,
annual reviews and other disclosures. ’

}:yrther investor information an'Macquarie Bank can be
ifouncl on the Bank's website at: www.macquarie.com.au/
shareholdercentre,

Macguarie Bank Limited Investor Ovenview 30 Septernber 2006

Additional information

Macquarie Bank Group {referred to as Macquarie or the
Bank) hosts analyst briefing sessions on its interim and
full-year results in November and May respectively. These
sessions provide information on the financial results and

- an operational overview for the pericd under review.

In acidition, as part of the Bank's commitment to broaden
its investor base, management presents at various
investment conferences and conducts investor visits
throughout the year, All material presentations and other

disclosures are lodged with the Australian Stock Exchange |

(ASX) and are available on the Bank's website.

This document should be fead in conjunction:with the
latest Annual Review, Financial Report and Result
Announcement which can be viewed on the Bank's
website or obtained from Investor Relations.
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Financial highlights

o
e

Half year to Half year to Half year to
30 September 31 March 30 September
2006 2006 2005
Profit after tax attributable to ordinary
equity holders (8A million) 730 434 482
Return on average ordinary sharsholders’
funds (per annumy} 30.0% 235%. 28.8%
Basic eamings per ordinary share {cents) 300.9 1876 2129
Total assets (3A billion} 112.6 106.2 84.2
Tier 1:capital ratio 13.2% 12.4% 12.9%
Consolidated Group profit
' Half year to Half year to Half year to
30 September 31 March 30 September
2006 2006 2005
{$A million) ($A miilion) ($A million)
Total operating income 3156 2,233 2,160
Total operating expenses (2,213 {1,629 (1.477)
Prciﬁt”frorn ordinaryf activities before income tax 943 604 683
Income tax expense {(169) (130) (180)
Profit from ordinar{(f activities after income tax 774 474 523
Minority interests - (29) {26) (26)
Distributions paid or provided on Macguarie Income Securities (15) (14) (15)
730 434 482

Profit after income tax attributable to ordinary equity holders

Profit after tax attributable

Basic earnings per share (EPS) performance

to ordinary equity holders A cents
$A million -
MGQ! gains O
31 MarchO 30 September O
1000 - 450
900 400
800 L1l | — 350
0 —1 300
600
! 250 —-"
500 200
400
00 150
200 ‘ 100 |
w I | |
0 ~ 0 o — . M~ 0O &~ @ — o 0 M~
rrrx ook ¥ Pl ol el o S w o

1 Macquarie Goodman Group.




i
",“
5
>
)
al
2

SN mm ¢ & w08i0b . \ \\%\ . S
2 38,58, mmmmm \ \ 9
s += .IWA.SH. 8. .. mfr.m..@ < . [ . .. .M
:h WWWWMW S m,mum | N i ) o
gt g 85 20083 < y SieiEitm 7
R 85228 S fand . ) _ “
e85 820 382585 , \\\\\\\\\\\\\\\\\\m\\\? \\ A
N __._.__”w“m,m_mcu.__,.m g w‘"mu”m_n\mm‘mq e ) £ 7 \\%\X\\\\\\m\\\\\ ) Wzish I\ g
v gy 438 555883 g W\\Q\\\\ \\\\\x\\\\\\\\\\\\\\\\\\ \\mmm %{ ]
b "§8ERERE 25553% ny ARy ) a7 “a \ )
(,,L_F . 3 m S ,m,. 2 Q>80 BoE I , = 4 Stk [ 7 i AE (e \\\N\\\ \\%ummm ; m\. .
Lo ‘gigossEucRags . \\\\\\\3\ \;\\
S S U = ;“.\pm; ) RsiRe s nﬁwmmm\\\w \mm\
B _ Co oo ; 7z m s (57 A/ \ﬁ%,‘e‘ / . w._‘m,&\_
oy tW.v % ;m,. 8 mnuu \m.u ¢ 7 . \\..\,.{ ‘\ ; ,mmmw_... /
" Q. ‘o & EIE ‘s / 7/ / \ e 4
V, m_m ’ .m g ,m._” .,._Q. 7 v, / / \\ 7 b 7
v =9 . = E. i i
T2 1353 f a7
3% 2888 :
£gs 285 ¢
o £ He o
853808
5.0 9EL& ¥
£ 2558

the name, Macquarie Bank. In 1996 Macquarie Bank's

fully paid ordinary sharés were quoted on the ASX. -
E Y ) . - - - o ~ .
Macquarie Bank Limited lnvestor Ovenvew 30 Septernber 2006

Limited, which was established in 1969 as

in Sydney, Australia.. ..
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Macquarie is




4
Macquarie’s business activities are organised into six
principal operating Groups. The concentric design of the
organisation chart shown opposite illustrates the non-
hierarchical nature of the Bank and the central role of risk
‘management. A network of support areas provides the
infrastructure and services that underpin the operation of
the Groups. Further information on each of the Groups
is contained in later sections.

Management approach

Macquarie’s strength lies in its unique structure and
management style, .yvhich enables businesses to exercise
significant operating freedom balanced by limits on risk
and observance of professional standards. Macquarie's
management approach fosters an entrepreneunal culture
among staff. Strong prudential management is fundamental
to this cutture. The focus of central management is on
risks to the Bank arising from market and industry forces
and issues of medium and long-term significance.

Other core element$ of Macquarie's culture are:

— Encouraging high ethical and professional standards

— Commitment to clients

— Commitment to growth

— Recruiting, retaining and motivating quality staff

— Aligning staff rewards with those of shareholders

- Strong reporting; including financial reporting and
risk reporting.

Risk management approach

Risk is an integral part of Macquarie’s businesses.
Management of that risk is therefore critical to the Bank's
continuing proﬁtabnhty Strong independent prudential
management has been a key to Macquarie’s success
over many years. Where risk is assurmed, it is within a
caloulated and controlled framewark,

The main risks faced by Macquarie are equity risk, credit
risk, market risk, hqmduy risk, operational risk and legal
compliance and documentatlon risk. Responsibility for
these risks lies with the individual businesses giving rise
to them. It is the responsibifity of the Risk Management
Group (RMG) to ensure appropriate assessment and
management of these risks within Macquarie. RMG also
ensures that these issues are quantified and that
aggregated risk does not exceed the Bank's economic
capability to bear risk.

The risk management principles followed by

Macquarie are:

— Independence -~ RMG is independent of all other areas of
the Bank, reporting directly to the Managing Director and
the Board. The Head of the Group is a member of the
Bank's Executive Committee. RMG authority is required for
all material risk acceptance decisions. The Group
identifies, quantifies and assesses all risks and sets
prudential limits. Where appropriate, these limits are
approved by the Executive Committee and the Board.

— Centralised prudential management — RMG's
responsibilty covers the whole of Macquarie, meaning it
can assess risks from a Bank-wide perspective and
ensure a consistent approach across all areas.

— Approval of all new business activities — Other areas of
the Bank cannot undertake new businesses or activities,
offer new products or enter new markets without RMG's
approval.

— Continuous assessment — RMG continually reviews

changes in risks brought about by both external
developments and internal circumstances.

— Frequent monitoring — Gentralised systems allow RMG
to monitor credit and market risks daity. RMG staff liaise
closely with other areas of the Bank to ensure that, should
any limit breaches ocour, they are immediately addressed,
and escalated as necessary.

Staff remuneration

The goal of the Bank's remuneration approach is to
drive shareholder returns over the short and longer term
by aligning the interests of staff with those of shareholders
and attracting and retaining high quality staff. Since its
inception, Macquarie has had a profit-sharing scheme
for stafi. Profit share is paid out of a pool determined by
a formula based on after-tax profit and eamings in
excess of the cost of capital. As a result, remuneration
is geared to the Bank’s performance and aligned to
shareholders’ interests. .

The remuneration of senior executives is heavily weighted
towards this performance component, so there is a strong
incentive to maximise the Bank's net profit and return on
ordinary equity. Further, for Executive Directors, a
significant part of their annual profit share (subject to
certain limits) is subject to restrictions including vesting
arrangements for up to 10 years to encourage long-term
commitment to the Bank.

Senior staff are also eligible to participate in the Bank's
Employee Option Plan. Options vest as to one-third of
each tranche after two, three and four years respectively
and, in the case of Executive Directors, may only be
exercised if predeterrnined performance hurdles are met
in relation to the Bank's average return on ordinary equity.

The Remuneration Report in the Directors' Report in the
Bank's 2006 Annual Review describes in detail the
remuneration compenents and the way that remuneration
is designed to align staff and shareholder interests over
the short and longer terms.




International activities

In Australia, Macquarie is a full-service financial institution.
Internationally, the Bank's strategy is to expand selectively,
seeking to enter markets where its particular skills and
expertise deliver real advantage to clients. This approach
gives the flexibility to enter new markets as opportunities
arise and the ability to respond to the special requirements
of individual markets around the world. As a result,
Macquarie has established successful positions in a
diverse range of international markets.

Macquarie has established alliances with leading local
providers in a number of international markets, enabling a
mariage of the Bank's technical expertise and specialist
skills with the market strength of an existing player. A list
of these strategic aliances can be found on page 22.

Macquarie Bank Limited Investor Cverview 30 September 2006

Domestic and international income
total operating income

(excluding earnings on capital)

$A billion

Internationalm  Domestic m
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International opérating income by region
(excluding earnings on capital)
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'Spemallst funds |, . Listed funds by country are:

Macquarie has established a Ieadlng posmon in specific Australia ‘

asseticlass investor funds (speCIallst funds). At — Macquarie Aiports (MAP)

30 September 2008, specialist. assets under management — Macquarie Capital Aliance Group MCQ)

totalled $A97.7 b||||on Specialist funds activities are spread — Macquarie Communications Infrastructuré Group (MCG)

across a number of the Bank's Operating Groups and — Macquarie CountryWide Trust (MCW) .
span sectors |nclud|ng infrastructure (toll roads, airports, ~ Mac quan'e DDR Trust (MDT) Gointly managed with
communications mfrastructure energy utiiies and other Developers Diversified R ‘Corporation)

asset classes), sector specific property assets (retail, office, Maequaﬁelnfrastrocture Group (MIG)
|ndustnat commerc:ual global opportunity develapment), — Mac quarie Leisure Trust Grodp (MLE)
pnvate equity and development capital. — Macquarie Meia Group™ (MMG)

Macquanes speC|aI|st funds management business is a — Macquarie Office Trust (MOF)-

key growth driver and has been exported to interfiational —Macquarie Private Capital Group (MPG)
rmarkéts. The Bank believes its experience and expertise  — Macquarie ProLogis Trust (MPR)!

give it a competitive advantage in acquing and managing  (ointly managed with ProLogis)

assets, thereby delivering superior returns to fund — ConnectEast Group (CEU)
investors. Specialist funds are managed by the relevant — DUET Group (DUE} (jointly managed with AMP Capital
Group that has the expertise in the assets in which the Investors Ltd)
funds invest. ‘ Cariada _
— Macquarie Power & Infrastructurs Income Fund (MPT)
- USA

— Macquarie/Frst Trust Global Infrastructure/Utilities
Dividend & Income Fund (MFD)

— Macquarie Global Infrastructure Total Return Fund (MGU)
— Macquarie Infrastructure Company-(MIC)

' ) Korea

’ - Macquane CentraJ Cffice Corporate Restructuring
REIT (MCO)
— Macquarie Korea Infrastructure Fund (MKIF) Gomtty
7 rhanaged with Shinhan Financial Group) T

Singapore

— Macquarie International Infrastructure Fund (MIIF)

— Macquarie MVEAG_ Prime RET (MMP)
These funds are described in more detail in the sections
that follow.

'MPR has a 100 per cent interast in the ordinary units of Macquarie
ProLogis Income Trust (MPNPA) that has listed securities in the market.




Performance of specialist funds

The chart on page 9 shows the aggregate accumulated
pen‘ormance of Macquarie’s listed funds (it does not
include Macquarie Bank) since-listing, benchmarked
against the All Ordinaries Accumulaticn Index and the
MSCI World Accumulanon Index The funds are weighted
by the stocks’ market capltahsatlons -and rebalanced -
monthly or whenever a new stock is listed. Dividends are
assumed to be reinvested into the individual stock (not the
index as a whole) on the ex-dividend date.

Macquarie Bank Limited Investor Ovenview 30 September 2006

* Other m

Growth in specialist funds
assets under management {AUM)
$A billion
Infrastructure B

Propertym  Otherm
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Macquane famlly‘of listed- funds accumulated performance versus the All Ordlnarles .

- Accumulation and MSCI Worid Accumulatlon |nd|ces {to 30 September 2006) - g

Index %,
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' Stocks |ncluded are Macquane Alrporls ‘Macguarie, Commumcauons Infrasiructure Group, Macquane In'rastructure Group Macquarle CountrW\ﬁde
Trust, Macquene Leisurs Trust Group,. Macquarie Oh‘lce Trust, Macquane ProLogis | Trust Southern Cross Fhers Macquarie DOR Trust, DUET Group, -
Macquane Media Group" Macquane Power & Infrastructure, Income Fund, MacquanefFurst Trust Globa\ Infrastructure/Un!ntles Dividend ) Income.

. Fung; Macouane Iniraslructure Company Macquarie Inlernatlonal Infrastructurs. Fund Macquane Global Infrastruclure Tortal Reiurn Fund Macquane

«, Korea Infraslruclure Fund Macquarie Central Offi ice Corporate Restruclur:ng REIT and Macquane MEAG Prime REIT.
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Corporate Finance .
Macquane prowdes adwsory and capltal ralsmg ‘services’
to oorporate and government chents involved in public
rnergers .and acqwsuhons (M&A) private treaty acqursrtlons
and drvestments fund raising and corporate restructuring.-
Acttvltles are ahgned into industry groups reﬂectrng key -
areas of expertise in; infrastructure; resources; .

telecommunrcatlons media, entertainment and technology . :
L= Maoquane Alrports (MAP} an AS)( listed fund mvestln

(TMe'D property |ndustnals ‘and ﬁnanclal |nst|tut|ons

In 2006, Macquanes M&A team is ourrently ranked
No 1 for completed Austrai ian:deals, with a value of
$US1 7.0 hillion, while the equity capltal rnarkets team
is also ranked No.1 for Australian equity and equity-
Ilnked securities, raising over $A6.2 bilion (Source
Thomson Financial). ’

The Corporate Fnance business manages a range of
spedahst funds which continues to be an important part
of its strategy. The Division’s ablllty to.source and acquire
unlque assets has allowed it.to develop a numbeér of
speClalrSt funds globally and, increasingly, new fund
mandates are broadening to.include mvestments
extendlng beyond traditional. infrastructure. The funds have
provuded investors W|th solid retums since establlshrnent
aohlevrng a compound annual return of 18.1 per cent' for
all capltal ralsed .

i
! Annuallsed retum based on all capltal raised; dlstnbutrons paid

and valuatnons [rr*anet capitalisation for listed funds and net
asset value for unlisted funds) for IBF's funds since inception to
30 September 2006 (isted funds at 30 September 2006,
UnllSth furkds as at 30 June 2006). Calculated on an AUD i
basrs All cashfiows comerted at historic rates

Investment Banktng Group
contribution to profit

based onintemal management
accounts before tax and profit share

Halfyearto ~  Fulyear to Half year to

SOSeptember * 31.March 30 September -
2006~ - . 2008 LT, 2005
54% .. 58% . ' 57%,

1 O Macquarie Bank Limited lnvestor Overview 30 Septernber 2006

¢

' “{‘ . .
Major Ilsted specrallst funds managed |nclude

Macquane lnfrastructure Group (MIG} = an ASX listed fund

investing in’ toll roads in QECD’ countnes |nclud|ng the.’
Chrcago Skyway Dulles Greenway South Bay -

Expressway and. Indlana Toll Read in the US, nghway 407 -
in.Canada, M8 Toll in the UK and the Autoroutes Paris-

Rhln Rhone motonyay in France

alrports R g

[

gin -
mternatlonel arrports Currently holds-interests in Bristol, '
Brrmrngham Brussels Copenhagen,_Sydney and Home

- Macquane Cornrnun:catlons Infrastmcture Group (MCG}

Tt an ASX fisted fund |nvest|ng in communloatlons

infrastructure. Owns. 100 per cént of. Broadcast Australia

,and s the majonty' owner.of Arqrva in the UK.
—Macquane Korea Infrastmcture Fund (MKIF) jointly -

managed with’ Shrnhan Financial Group and dually listed
the
’ and :
tunnels Investments.include the Incheon Grand Bridge,
Cheonan Nonsan Expressway and Gwangju 2nd Beltway,

on the Korea Exchange and'London Stock Exchange,
fund :nvests predomlnantly in South Korean toll- roads

Sectlon 1.

— Maoquane lnfrastructure Company (MIC) ‘a New York -

Stock Exchange Ilsted entity investing in-a drversrﬁed
group of infrastructure busrnesses in the us.

- Macquarie. Internatlonal Infrastructure Fund’ (MIIF) a

Slngapore Stock Exchange listed fund mvestlng directly

and |nd|rectly ina drversrf ed portfolic of global,
:nfrastructure assejts ;

‘ = Macquane Media Group™ (MMG) - an ASX listed fund

lnvestlng in media |aesets globally.” Invastments include

Macquarie Fteglonal Radioworks andian interest in Taiwan -

Broadband Cornrnunlcatlons

. i
-
R
Contnbutlon HY 2007
Comorate Fi Fnance

38%:

*+ (including investment Banklng Funds (IBF))’

Macquane Securities ‘8%
Financial Products .- = * . %
Macquan‘e Capital . ] . 3%
Total Investment Banklng Group

v Prewously Infraslructure and Specrallsed Funds

i

. 54%
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— Macquarie Capital Alliance Group (MCQ) - an ASX listed — Macquarie Global Infrastructure Funds | and Il - invest
fund with a broad global investment mandate (excluding  in a variety of smaller infrastructure investments globally.
property). Investrnents inctude Retirement Care
Australia, Zig Inge Group, European Directories, Red
Bee Media and AlR-serv.

—DUET Group (DUE) an ASX listed-energy utility fund,
with interests in four gas and electricity distribution and
transmission networks in Australia and one in the US.

The DUET Groupis jointly managed with AMP Capital ~ — The South Africa Infrastructure Fund and African
Investors Ltd. - Infrastructure Investrnent Fund — jointly managed with

Old Mutual Asset Managers of South Africa, Both funds
target infrastructure investments in sub-Saharan Africa.

— Macquarie Essential Assets Partnership — invests primarily
in essential infrastructure assets in North America.

—ZonesCorp Infrastructure Fund — invests in
infrastructure and related assets predominantly in
the United Arab Emirates.

— Macquarie Power & Infrastructure Income Fund (MPT) -
a Toronto Stock Exchange listed fund targeting power and
infrastructure assets in North America. Owns 100 per cent —Kagiso Infrastructure Empowerment Fund — jointly

of Cardinal Power. in Ontario and an interest in Canadian managed with Old Mutual Asset Managers and Kagiso
long-term care provider Leisurewond Inc. Trust Investments of South Africa. The fund will invest in
. . : . infrastructure in South Africa, focusing on the Empowerment
Major uniisted m‘?{‘aged funds include: Equity positions available in potential investmenits.
— Macguarie European Infrastructure Funds | and Il -
invest in European infrastructure assets. Investiments
include utilities, airports, rail, roads, renewable energy

generation and ferry operations.

Macquarie Securities

Macquarie Securities is an Asia-Pacific cash equity
business, operating globally with equity research analysts,
sales and sales trading staff covering over 850 stocks

— Macquarie Infrastructure Partners - invests in . across the region and senvicing intermational investors
infrastnucture assets and assets with similar globally. A recent highlight was the acquisition of a 50 per
characteristics located predominantly in the US cent stake in a South African institutional broker, First
and Canada. ) South Financial Services, now operating as Macquarie

First South Securities.

— Macquarie Korea Opportunities Fund — invests in
Korean infrastructure assets. Financial Products
‘ Macquarie advises on and participates in corporate and
project financing transactions where there is a wide range
of structuning issues. The Division uses its technical skills
to provide a key competitive advantage in these
transactions. The Division also manufactures and
distributes a number of retail financial products including
the Fusion Funds, Fortress Funds, reFleXion, Australian
Agricuftura) Products and infrastructure bonds.

1

Macquarie Capital (leasing and asset financing)
At 30 September 2006, the Division's portfolic of loans

) : and feases exceeded $A5.2 billion across a range of
Staff . 2,570

different industries in select international markets.

Activities ‘ ' Macquarie provides finance, leasing, frading, sourcing
The Investment Banking Group brings together the Bank's  and remarketing services in industries where it has '
wholesale structuring, underwriting, corparate advisory, specialist skills and experience. These industries inciude
investrment banking funds, private equity. specialised information technology, electronics manufacturing, motor
equipment financing, institutional stockbroking and vehicles, plant and equipment, telecommunications,
equities research capabilities. aviation engines, transportation, vendor financing and

B utility meters.
Locations

Australia, Austria; Canada, China, France, Germany, Hong
Kong, India, Indonesia, Ireland, taly, Japan, Malaysia,
Netherands, New Zealand, Philippines, Singapore, South
Africa, South Korea, Switzerland, Taiwan, Thailand, UAE,
UK and US.
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Dunng the last year, the. Banklng and Property Group
refocused into: two Divisional groupings; ‘Real Estate,”
|nc|ud|ng funds management real estate investment .
banking: and development finance, -and Banking and
Secuntlsatlon |nclud|ng relatlonshlp bankJng mortgages
smargln and consumer. lending, tax:s and childcare. -

Macquane Real Estate

Macquarie’Real Estaie is a diverse; |ntemati0nal business
W|th a unlque blend of real estate: and ﬁnan<:|al expertise
across a number of Iocatlons and products it offers a

range of services' including funds. management wholesale -

equﬁy raising, invéstrment and- development finance,
development management property. secuntlsatlon asset
management advisory and research. The major
oomponents are Real. Estate Structured Finance and
Real Estate. Capltal .

Real Estate Structured Finance

Maoquanes Real Estate Structured Finance Division i isa
leading provlder of ﬁnanc:ng solutions for real estate -
prOJects and clients ‘across all major real estate sectors.
Serwces lnclude real estate project financing across senior
and mezzanlne debt as well as equity.funding. Over the
past 20 years, it has funded more than 12, 000 residential
dwelllngs and numerous commermal and |ndustnal
prolects The business speclallses in creating full finance

solutlons for clients | encompassxng deve!opment finance, -

acqwsmon and reposmomng tailored financing and
structuring oomplex transactions, actively partldpatlng and
mvesttng in Jornt ventures with clients, and managing and
shanng project risk. The Real Estate Structured Finance’
Division has active. projects in Austraha the UK and on the
west coast of the US,

Banking and ‘Property Group ..
contnbutlon to profit

based on internal management . .
accounts before tax and proﬁt share

s

Half year to -

Half year to Full year to

0 September 31-March- * 30 September -
2006 2006 2005

18% " 9% 8% -

- - ’

" Real Estate Capltal- -
Real Estate Capltal isa Market Ieader in. real estate
management develppment and fund management -gdeal
sourcing, ad\/lsory, structunng and financing, real estate

- securitisation. and equny capital raising; with businesses -
«located in'Australia, Asia, US, Africa, the Middle East
andEurope e

— Funds managernent CL
Real Estate Capital spemahses in- the sponsorshlp,

estabhshment and’ management of spécialist Ilsted REMTs h

and unlisted mvestrnent vehicles. -

‘Real Estate Capltal S funds management business
continues to grow. |ts platform in the North Amnerican
market and through the real estate trusts it manages
elther solely. orin pa'rtnershlp, was the Ieadlng foreign
Jinvestor in US commercial real éstate over the last

12 rmonths (Source ]Fteal Capltal Analytlcs) :

—Business partnerships. .
"-Macquarie Goodman Asiais @ Jomt venture between
Macquarie Goodman Group and Reéal Estate Capltal
spedahsrng in sourcung, acquiring and: :managing industrial -
and business space real estate across strategic Asian |
markets Headquartered i Hong Kong with oveér 50 -
property executlvestand support staff and 125. butldlng

. services staff, Macquane Goodman A3|a providesa
full suite of property sennces including fund and
asset management, 'acqwsmons and developrnent
management services. - :

Staff .

1,406

Actrvmes
The Banking and Property Group encompasses real
estate funds management investment and development
" finance, wholesale equtty raising, real estate development
and development management mortgages securitisation,
business banking sennces and consurmer and margin -
lendi ing. Over $A22 b||||on in property fund-assets and
$A23.7-billion in reS|dent|a| mortgages are managed by the
Group and its assocrates The: Group s focus is to
continue to take advantage of geographrc expansion |n

' spedahst real estateifunds ﬁnance and mortgage
securitisation, .

- 1
R TR

Locatlons
Australia, Canada, China, Hong Kong, Irdlia, Italy, Japan,
Slngapore South Afnca South Korea, UAE, UK and Us.

! Included a significant gain from the sale otMacharies '
holding in the Macouarie Goodman Group.
Macquarie Bank Umited Investor Overview 30 September 2006
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Real Estate Capital also has a 49 per cent joint venture
interest'in Macquarie Global Property Advisors (MGPA),
established in July 2004 MGPA is a private equity real
estate fund management company focused on investing
in Europe and Asia. The company manages a number of
real estate investment funds, with the largest being
Macquarie Global Property Fund 1 which has capital
commitments of approximately $US1.3 billion.

— Investment banking
Real Estate Capital's investment banking business
facilitates complex transactions, providing effective risk
management and often co-investing with clients to deliver
superior returns. Macquarie Capital Partners is
Macquarie’s global real estate investrent banking and
advisory joint venture which specialises in raising private
equity for public and private real estate operating
companies and funds, and delivering strategic financial
agvisory services to clients around the world. |

— Development
Real Estate Capital is also involved in real estate
development projects around the world. In Australia, it
owns the national award-winning developer Urban Pacific
Ltd, and is in joint venture with Great White Shark
Enterpnses in Medallist Developments (also in the US and
South Afnca) in China, it is.a partner in First China
Property Group, a residential developer, and worldwide is
logking to create premier lifestyle communities with

i international partners in growth economies such as India.

Banking and Securitisation

The Banking and Securitisation Divisions bring together
Macquarie's retail lending and banking businesses. As the
5 businesses continue to grow, the synergies between these
’ Divisions for cross marketing, client relationship
management, credit management and new product
development allow for a better utilisation of experience
and resources.

Mortgages and Securitisation

Mortgages and Securitisation specialises in mortgage
origination and funding through securitisation and is one
of Australia's largest issuers of mortgage-backed securities
into demestic and international markets. Macquarie has
mortgage businesses currently operating in Australia, the
US, ltaly and Canada.

The Australian business has continued to increase
market share and now manages a loan portfolio that
exceeds $A20.5 bilion. Offshore, the US operation has
refocated its head office to Jacksonville and continues to
build its presence. In Italy, the business has expanded
and opened sales offices in Rome, Milan, Perugia and
Naples. In July 2006, Macquarie commenced mortgage
operations in Canada following the acquisition of a
Toronte-based mortgage originator, Cervus Financial,

Margin Lending

Macqguarie provides a range of margin lending and
protected lending products throughout Australia and
New Zealand. Since 31 March 2006, margin and capital
protected loan portfolios together grew by 29 per cent to
$A4.3 billion. The business distributes multiple branded
products through a broad range of financial planners,
advisers and brokers.

Consumer Lending

Macquarie provides a range of consumer lending
products in Australia. The business was acquired in Juty
2005 and distributes secured and unsecured personal
loans under multiple brands through a growing number
of retailers brokers and other intermediaries.

Relationship Banking

Relationship Banking provides specialist innovative
banking services to successul smalt to medium
businesses, professionals and high net worth investors.

The Division’s products and facilities finance business
growth, business and property acquisition and
succession planning. it also provides unique depaosit
faciliies and payment collection systems to the
professional services sector,

Other corg activities include financing business insurance
premiums and providing fexible lending facilities to active
property investors.

The Division continues to expand, recently opening a
new office in Broadbeach on the Gold Coast. It also has
offices in Sydney, Parramatta, Newcastle, Melboume,
Brisbane, Adelaide and Perth.

13
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Metals and Energy Capntal

The Metals and Energy Capital Drvusron provrdes equity
and-debt ﬁnance to the metals and energy sectors. It also
provides price making, derivative trading and stmctured
hedging facilities to the global base and precious metals
sectors and, in conjunction with the Commaodity Markets
DMsron ‘the energy sector Operating on a 24-hour basis,
in base and precious metaJs and is a principal provrder of
liquidiity in the Asian time zone. The Division is an associate
broker clearing member of the London Metal Exchange

and a full member of the London Bulion Market Assooanon.

Commodrly Markets

Commodity Markets Didsion {CMD) is a globaJ business,
with professional staff based in North and South America,
the UK; Asia and Australia. It provides risk rnanagement
structured financing, commadity investor products-and
selected physical commodity solutions to a broad customer
base. CMD provides services across the energy spectrum
{crude oil, fuel oil, heating oil, gasaline, distilates — gas ol
and jet fuel, naptha and natural gas) and agricultural
commodities (grains, soy complex, sugar, coffee, cotton,
cocoa, ethanol). The Division is active in physical cotton
and physical gas trading, as well as physical ethanol
tradlng through a Business Cooperation Agreement with
Lansing Grain Company LLC.

Forelgn Exchange

The Foreign Exchange Division provides 24-hour
interbank price-making services in all cufrency pairs from
ong central dealing room in Sydney. The Division also
provides services across all of these currencies and
talor-made products to corporates and institutions in
Australiaand globally. it also maintains an active internet
purrenoy trading platform senvicing the Japanese retail
trading market.

.1I”reasury and Commodities Group
contribution to profit

based on internal management
accounts before tax and profit share

Half year to Full year to Haff year to

30 September 31 March 30 September
2006 2006 2005

15% : - 16% T 15%

Debt Markets
The Debt Markets Division arranges and places debt for
clients,-providing pnrnary and secondary market liquidity in”. .
government mﬂatron finked, corporate global and asset-
backed securmes The Division also provrdes risk
management solutrons through structured securities and
derivative-Dased produots relating to credit and interest
rate risk. The DMSlon is a market ledder in Australia in the *
securitisation of rnongages and other homogenous asset
pools and also in the arangement and placement of
infiation-linked securities. ‘

[ U I

Futures )

The Futures Division provides a full range of brokrng and
clearing services for Austraian and international futures
exchanges. The DMsron isa 1ead|ng provider of these
services in the Austrajran markat-and a growing-provider of

“services to mternahonal markets It operates from offices in

Sydney, Melbourne Brisbane, London, New York, Hong
Kong and Tokyo. {The Division makes extensive use of
propristary teohnology to provide clients with customised
execution and c!eanng solutions moludrng direct market
access and strarght through processing.

Treasury {

The Treasury DMSIOFI conservatrvery manages the funding,
liquidity and mterest rate risk: of the Bank and is an active :
participant in global funding markets. The Division also
maintains Maoquanes relationships with international
rating agencies.

Economsc Research

Economic Researoh is the Bank’s central source of
economic and ﬁnancra! trend analysis that services clients
and businesses wnthln Macquarie. The Division regulary
provides tailored researoh and advice addressing the
specific needs of. a broad range of institutional and retail
clients and is now one of Australia’'s most highly ranked
research and adv:sory teams.

Staff y 537
Activities ’

Treasury and Commodities Group activities include trading
and related aotrvltres in a broad range of financial and a
growing number of physical markets. Activitiss range
across foreign exc‘:hange debt and futures, as well as
agricutture, energy and metals commodities. The Group
globally provides ollents with over-the-counter and
structured hedgrng and financing solutions and is
recognised as a Ieader across'a number of markets. The
Group's focus is on selective geographic expansion and
continued product innovation in its chosen markets.

|

E
|
s

Locations
Australia, Brazd, Canada China, Hong Kong, Japan, New
Zealand, South Africa, South Korea, UAE, UK and US.

Macquarie Bank Limited Investor Ovenview 30 September 2006
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Equity Markets Group is a participant in global primary Hedge Funds

and secondary markets for equity-linked products and The Group's hedge fund business offers clients a
uncertakes propnetary arbitrage-style trading in equity range of products:

markets. It also offers investors access o a range of — Single-strategy fund exposure is avaitable directly via
hedge fund products MQ Specialist Investment Management, which alows
Domestic ' investors to participate in absolute return strategies.
Macquarie is a markei leader in offering equity-linked These funds are being marketed directly to retail and
investment and risk management products, as well as wholesale customers and to international fund-of-hedge

hedge funds and related products, to retail and wholesale fund managers.

investors in Australig. — Funds of funds providing hedge fund strategies

International ‘ with capital protection at maturity are offered through
Internationally, Equity Markets Group is a niche issuer and MQ Capital.
distributor of equity-linked products and trades listed — Fung-hedging products are offered to hedge fund

securities in a number of markets including Asia, Europe managers, allowing them to tailor their products for the
and North and SO“th America. retall market with features such as capital protection.

The Global Equity Finance and Structuring Division

undertakes securities bormowing and lending in major

international financial centres.

The Group undertékes strategic business alliances with
partners in markets where access would otherwise be
difficutt or impossible. The Group has successful and
long- standing alliances with Woor Bank of Korea and
Nedbank in South Afnca

Equity Markets Group Staff 433

contribution to profit Activities -
based on internal management ‘ Equity Markets Group undertakes the Bank's equity

accounts before tax and profit share derivatives activities and propristary trading in global equity

rmarkets. It utiises its risk management skills to originate
equity-based financial solutions and products for retail and
wholesale clients globally and also cperates the Bank's
equity finance and hedge fund operations.

Haffyearto = Fullyear to Half year to

30 Septermber 31 March 30 September Locations

2006 2006 2005 Australia, Brazil, Gerrnany, Hong Kong, Japan, Singapore,
9% - 11% 15% South Africa, South Korea, UK and US.
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The Financial Services Group consists of two key
Australasnan based divisions, Macquarie Adviser Services
and Macquarie Financial Services, which together service
apprommately 663,000 clients. In addition, the Group has
a team focused on exploring other international mvestment
and product distribution. opportunmes

Macquane Adviser Servrces (MAS)

MAS manages relationships with external financial
mtennedlanes and provides sales service and product
management of in-house and external products including
retall superannuation and insurance. This includes the
$A13.1 bilion Macquarie Cash Management Trust, the
leading cash management trust in the Australian market,
and the Macquarie Wrap administration service which
has $A21.2 billion in funds under administration.

In March 2005, MAS intreduced a third party managed
fund distribution business with the launch of “The
Professional Series”. This business combines MAS's
expertise in fund administration, distribution, marketing
and service with the specialist investment skills of a select
number of global and domestic fund managers. In the

18 months since it was launched, the Professional Series
has attracted investrments of over $A1.0 bilion.

MAS acquired Australia's'leading financial planning
software company, Coin Software, in June 2006. Since
acquisition, Coin has continued to experience significant
growth, with pemanent staff numbers now at 47, and
institutional, medium-size and boutique financial planning
clients in excess of 270.

|n the 2003, 2004, 2005 and 2006 ASSIRT Service Level

Surveys of more than 700 financial plariners, MAS was
ranked first in the “Best-Fund Manager category.

Financial Services Group
contribution to profit

based on internal management
accounts before tax and profit share

’_

t—lalf. year to

Full year to Half year 1o
30 September - 31.March . 30 September -
2006 2006 20056
3% 4% 4%

Macquarie. Fi Fnancral Services (MFS)
MFS maintaing dtrect relationships with approximately
. 233,000 clients. Semces include:

— full-service stockbrokrng and investment planning
—online stockbrokrng

— strategic financial plannlng .

— executive wealth management

— private banking

— private porticlic management.

MFS's stockbroking business is Australia’s leading full-
service stockbroker, and the Division continues to grow
it adviser base aslwell as its client numbers. MFS Private
Banking and Macquarie Private Portfolio Management
have increased thelr busrnesses 10 now have more than
$A1 bilion funds under advice and $A1 billion funds under
management respectrvely

i ————— T trn e At e bk A iy Tk

'
o

Staff 1288

Activities '
The Financial Ser\nces Group is the primary relatlonshrp
manager for the Banks retail client base in Australia, New
Zegland and Tharland Services include the distribution of
the Cash Management Trust, Wrap and superannuation
administration platforms relationship management for
15,000 mdependent financial advisers throughout Australia,
as well as stockbroktng private banking and wealth
management. The Group is now benefiting from six.years
of investment and a diversification of its business to
include the manufacture of managed funds and the
distribution of third party funds.

I

t

t

- |

.i . o

Locations :
Australia, New Zealand and Thailand.

Macquarie Bank Limited Investor Ovendew 30 Septerber 2006




Macquarie Funds Management is one of Australia’s largest
fund managers and provides an innovative range of
investment solutions ta superannuation funds, corporates,
financial advisers, ‘platforms and retail investors in Australia
and internationatly.

With over 25 years of funds management experience,
Macguarie Funds Management is a full-service manager,
spanning all major asset classes. Within each asset class,
investors are able to access a range of investment styles
across the full risk spectrum, including:

Cash and Fixed Interest — Australia’s largest cash
manager and one of Australia’s leading fixed interest
managérs. Macquarie Funds Management has built a
reputation for excellence in a diverse range of products
including active, enhanced and indexed funds, over both
Australian and international securitios.

Austratian and International Equities - a style-neutral
investrnent process is offered to investors across a range
of active risk levels including enhanced index, market
neutral, long/short and small companies funds.

Listed:Property - a recognised market leader in the

| management of listéd property securities, the team offers
| irnvestment solutions in Australian and global listed
property securities.

. Currency - management of currency exposures via both

. dynamic and static currency hedging. The Global Active

i Currency Fund has gained strong support from
international and Australian investors seekmg alternative
sources of return enhancement.

Funds Management Group
contribution to profit

| based on internal management

l accounts before tax and profit share

Half year to Full year to Haff year to
30 September 31 March 30 September
2006 2006 2005 )
1% 2% 1%

T
EZE AR B

Private Equity — a market leader of innovative private
equity solutions, including the ASX listed Macquane
Private Capital Group and the Macquarie Global Private
Equity Securities Fund, with products available to both
the institutional and retail markets.

Infrastructure Securities — in 3 joint initiative with the
Investment Banking Group, Macquarie Funds
Management manages the first-global infrastructure
securities fund in Australia, the Macquarie International
Infrastructure Securities Fund.

Contmodities — in cooperation with the Treasury and
Commodities Group, Macquarie Funds Management has
launched the Macquarie Commodities Fund which
provides investors with exposure to a commodiies index
plus alpha from trading commeodities denvatives.

In South Korea, Macquarie ~ IMM Investment
Management, an incorporated joint venture with IMM &
Co., offers pocled and separately managed funds for
institutional and retall investors in local equities, fixed
interest and diversified investments. The Group recently
opened an office in Hong Kong to expand its private
equity fund-of-funds operations in Asia and also launched
a joint venture in emerging markets with Boston-based
investment company, OneWorld Investments.

Staff 208
Activities

The Funds Management Group focuses exclusively on the
mianagement of securities. It manages funds across the
full spectrum of asset classes with $A54.3 billion in assets
under management at 30 September 2006. The Group
markets its products in Australia and internationally.

Locations
Australia, Hong Kong, South Korea, and US.
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Shareholder base

The Bank’s ordinary shares have been quoted on the
Australian Stock Exchange since 28 July 1996. The Bank
now has a broad shareholder base with about 35 per cent
of issued capital held by Australian investment institutions
and about 30 per cent by international institutions. Cn’

30 September 2006 there were approximately 69,000
ordinary shareholders. Staff held approximately 6 per cent
of fully paid issued capital and all of the employee options.

Macquarie’s market capitalisation at 30 September 2006
was $A17.3 billion,

Ordinary dividends

The Bank targets a payout ratio for full-year ordinary
dividends in the range of 50 per cent to 60 per cent of

net earnings. The interim ordinary dividend for the half year
to 30 September 2006 of $A1.25 per share was franked

o 100 percent. li is expected that dividends for the next
two years will be fully franked and thereafter at least

80 per cent franked, subject to the future composition

of income.

Dividends to ordinary shareholders

Halt year to
Sep 06 Mar 06 Sep 05
Ordinary (cents per share) 125 125 90

The Bank also provides ordinary shareholders with access
to a Dividend Reinvestment Plan {DRP). The DRP provides
investors with the choice of applying dividends from their
ordinary shares to acquire new fully paid shares, at a
discount of 2.5 per cent to the market-price (as defined -
in the rules of the DRP), rather than receiving cash. No
brokerage is incurred.

Macquarie Bark Limited lrvestor Ovenview 30 September 2006
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Macquarie Income Securities (MIS): ASX Code MBLHB
The MIS were |ssued in 1999 with a face value of $A100
each. There are four million MIS on issue which pay
interest quarterty i |n arrears at the rate determined quarterly
by adding 1.7 per' cent per annum to the 90-day bank bill
reference rate. The MIS are perpetual in nature. For
detaied terms and conditions refer to the MIS prospectus
which is available, at www.macquarie.com.aw/ ‘
shareholdercentre.

Macquarie Income Preferred Securities {(MIPS)
MIPS are Tier 1 ellglbie hybrid securities issued by a
special purpose: pannershlp controlled by entities within
the Macquarie Bank Group. MIPS were issued in
September 2004 with a face vatue of £50,000 each.

There are 7,000 secuntles on issue which pay a
distribution seml-annua!ty in arrears at 6.177 per cent per
annum and are perpetual in nature. MIPS are quoted an
the Luxembourg Stock Exchange. Distributions are
subject to certain condmons For detailed terms and
conditions refer 0 the Praferrec Security Offering Circular
1
which is available at www.macquarie.com.au/
shanahold\cgrcentreI

Macquarie Bank/ ‘American Depositary Receipts (ADR):
ticker symbol MQBKY

The Macquarie Bank Level One ADR program was
declared effectwe by the US Securities and Exchange
Commission on 1,June 2005. This program allows

US investors to tre‘ide Macquarie Bank shares over the
counter in US dollars.

The depositary fc}%'the prograr’is The Bank of New York
and further information can be obtained on its website at
www.adrbny.com!

Index Pammpatlr[an ASX code MBL
Macquarie Banks fully paid ordinary shares are included
in the following stock exchange indices:

— Al Ordinaries Index
— S&P/ASX 20, 50, 100 200 and 300
— FT International Agstralla
— MSCI Australia, World, EAFE, Asia-Pacific
— Dow Jones World Index.
!
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2006 Event

30 September First half financial year end

16 October MIS distribution; MIPS distribution

14 Novermber Half year result announcement

24 November Record date for or'dinary interim dividend
15 December Payrment.of ordina'ry interim dividend
2007 Event i

15 January MIS distribution

31 March Full year financial y'ear end

16 Aol MIS distribution; MIPS distribution

15 May Full year result announcement

25 May Record date for or'dinary final dividend

4 July Payment of ordinary final dividend

16 July MIS distribution |

19 July 2007 Annual General Meeting

30 September First haff financial fear end

15 October MIS distribution; MIPS distribution

13 November Half year resuft anrﬁouncement

23 Novernber Record date for or'dinary interim dividend
14 December Payment of ordinary interim dividend

Macquarie Bank Limited Irvestor Ovenview 30 September 2006




Senior management
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Year joined
Executive Chairman, David Clarke 1971
Managing Director éﬁd Chief Executive Officer Allan Moss 1977
Deputy Managing Director Richard Sheppard 1975
Investment Bankingf'Group Head . Nicholas Moore 1986
Joint Head of Oorp(');rate Finance, Investment Banking Group Michael Carapiet 1985
Banking and Property Group Head ' Bill Moss 1984
Treasury and Commbdities Group Head Andrew Downe 1985
Equity Markets Group Mead Kim Burke 1992
Financial Services Group Head Peter Maher 2000
Funds Manageme'nt'Group Head Ben Bruck 1989
Chief Financial Officér and Comporate Affairs Group Head -Greg Ward 1996
Risk Management Group Head Nick Minogue 1993
Chief Information Ofﬁcer and Information Services Division Head Nigel Smyth 1999
Deputy-Chairman and Investment Banking Group Executive Director Mark Johnson 1987
Analysts - A
The following analysts' produce reports on Macquarie Bank and can be contacted directly for further information:
Company Analyst Contact Number E-mail
ABN Amro John Heagerty. +61 2 8259 6860 john.heagerty@au.abnamro.com
Aegis ’ Peter Rae +61 2 8296 1151 peterrae@aer.com.au
CSFB James Hlliis +61 2 8205 4531 _ james.ellis@credit-suisse.com
Capital Partners Gerald-Stack . +61 2 8274 5901 gstack@capitalpartnersglobaj.oom
Citignoup Craig Wiliams +61 3 8643 9765 craig wiliams@citigroup.com
Deutsche Bank Ross Brown +61 2 8258 2619 ross.brown@db.com:
Galdman Sachs JB Were  James Freeman +61 3 9321 8999 james.freeman@gsjibw.com
JP Morgan Brian Johnson +61 2 9220 1605 brian.d johnson@jpmorgan.com
Merrill Lynch Matthew Davison +61 2 9226 5701 matthew_daviscn@rrl.com
Morgan Stanley David Hurﬁphreys +61 3 9256 8243 david.humphreys@morganstanley.com
uBs Jeif Emmanuel +61 2 9324 3862 jefl.emmanuet@ubs.com

Wilson HTM

Brett Le Mesurier

+81 2 8247 6642

brett lamesurier@wilsonhtm.com.au

' As at 30 September 2006.

21



22

Country/alliance

partner Macquarie Operating Group  Alliance descﬁptioh

China '

Schroders Asian Banking & Property Group First China Property Lid is a joint venture established with
Schroders Asian Propertles LP to unciertake residential

Properties LP

property development funds managernent and project and
investment consultlng activities in Shanghai

Tianjin Macquarie Banking & Property Group

Foreign investment rnto resicdential housing developments

Property Development i

Management Company Lid

tHong Kong

'Macquan'e Banking & Property G_roup Industrial RETT manégerneni in Asia

Goodman Asia : |

Japan

Developrent Bank Investment Banking Group Infrastructure funds managernent specificalty the

of Japan management of the! “Japanese Infrastructure Group

Matsui Securities Treasury & Commodities Foreign Exchange Dms:on provides 24-hour product and

_ pricing to Matsui's retarl customers

Shinset Bank Ltd Imvestment Banking Group The Macquarie Shmsea Acvisory Co. Ltd joint venture is
focused on adwsory senvices in relation to the acquisition
and management of infrastructure assets including
telecommumcanons media and transportation in Japan

Korea .

IMM Asset Management  Funds Management Group Wholesale and retai[funds management

Shinhan Financial Investrment Banking Group A joint venture with :Shinhan Financial Group focusing on

Group Co. Ltd financial advisory, prorect finance achisory, infrastructure

) management and specrahsed funds

Kookmin Bark Treasury & Commodities Treasury derivatives expemse and technology

Woor Bank Equity Markets Group Full range of equity denvatlves activities

Woori Bank Treasury & Commodities Treasury and commodrty derivatives expertise and technology

lishin Investrment tnvestment Banking Group

Global Star Korea Fund LP, a joint venture with lishin Investrnent

Co. Limited Co, is focused on private equity transactions through
investments in small to mid-cap companies in South Korea

South Africa i

Nedbank Lid Equity Markets Group Full range of equity é_ienvaﬂves activities

Oid Mutual Asset Investment Banking Group The Alfrican Infrastructure Invesiment Management Pty Lid

Managers joint venture is focused on infrastructure funds

. management in sub-Saharan Africa, including the

management of the South Africa Infrastructure Fund and
African Infrastructure Investment Fund

First South Financial Investment Banking Group The Macquarie Flrst'South joint veniure is focused on

Sernvices stockbroking, equlty research, equity capital markets,
corporate finance and debt markels

Singapore i

Ergo Trust GmibH, Banking & Property Group - A joint venture between Macquarie, Ergo Trust GmbH and

Investmore Enterprises Investrmore Enterprises Limited to manage the Singapore

Limited listed Macquarie MEAG Prime RET which owns two

landrark buildings |n Orchard Avenue, Singapore |

Macquaria Bank Limited lnvestor Overview 30 Septermber 2006




Countrylalliance

Igivy

partner g Macquarie Operating Group  Alliance description
Thailand .
TMB Bank " Investment Banking Group The TMB Macquarie Securities joint venture is focused on
. : stockbroking, equity research, equity capital markets,
. corporate finance and infrastructure funds management
T™B Bank Financial Services Group TMB Macquarie Securities (Thailznd) Ltd is a joint venture
1 i ’ focused on retail stockbroking, research and mutual funds
United Arab Emirates , ‘ a
Abu Dhabi ' Treasur'y & Commodities Treasury and commodities derivatives expertise and
Commercial Bank . technology 7
Abu Dhabi Investment Banking Group ' The ADCB Macquarie Corporate Finance joint venture is
Commercial Bank focused on project finance advisory, infrastructure funds
management and mergers and acquisition advisory to
\ clients in the United Arab Emirates, Gulf Corporation
: Council Countries, the Middle East and Africa
Abu Dhabi Banking & Property Group The ADCB Macquarie Real Estate joint venture is focused
Commercial Bank on Real Estate advisory and funds management projects in
. the UAE and across the Middle East
United Kingdom
Royal Bank of Scotland Treasury & Commodities Commodity derivatives expertise and technology
Macquarie Global f Banking & Propéﬂy Group A joint venture investment advisory company focused on
Property Advisors - ) private equity real estate opportunities in Europe and Asia
Akeler Holdings SA ‘ Banking & Property Group AM Investment Management Ltd is a joint venture between
: Macquarie and Akeler, a UK-based office park developer, to
; : manage and grow a portfolio of office park assets in the UK
United States
Great White Shark Banking & Property Group Medallist Developments is a golf course-based residential
Enterprises property development (incorporated) joint venture with Greg
Noman's Great White Shark Enterprises ]
Macquarie Capital Banking & Property Group A global real estate investment banking partnership
Partners LLC
ProLogis LLC Banking & Property Group Macquarie ProLogis Management is an incorporated joint
‘ venture between Macquarie and ProLogis to manage the
ASX iisted Macquarie ProLogis Trust, which invests in
industrial property in North America
Regency Centers LLC Banking & Property Group Macquarie CountryWide Regency LLC is an incorporated
joint venture between Macquarie CountryWide Trust and
Regency Centers for the management of, and investment
‘ in, US neighbourhood shopping centre assets
Developers Diversified  Banking & Property Group Macquarie DDR Management is an incorporated joint venture
Redlty LLC betweaen Macquarie and Developers Diversified Realty to
manage the ASX listed Macguarie DDR Trust, which invests
in US community retail shopping and power centre assets
Lansirig Grain Treasury & Commodities Lansing Ethancl Services LLC is a physical ethanol trading
Company LLC aliance with Lansing Grain Company

OneWorld Investments

Funds Management Group
Investment Banking Group

The Globalis joint venture between OneWorld Investments
and Macquarie is a registered Investment Adviser in the US,
specialising in emerging markets

MD Sass Financial
Strategies

Investment Banking Group

A joint venture with private equity funds manager MD Sass, that
spedaﬁs&ehirmbathgrewgiobalspeddisedassetnﬁnagers
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With the exception of 31 March 2005, the financial information presented below has been based on the Australian standards adopted at each
reporting date. The financial information for the periods ended 31 March 2005 and later are based on results reported under Australian Standards
that are equivalent to International Financial Reporting Standards and their related pronouncements.

Half year
Years ended 31 March to 30 Sep
1998 1999 2000 2001 2002 2003 2004 20059 2006 2006
Financia! performance ($A million}
iTotal income from ordinary activities 665 815 1,186 1,472 1,600 1,880 2,465 3,752 4,393 3,156
Total expenses from ordinary activities (498 (597) (885 (1,147 (1,248 (14300 (1,780) (2594) (3,108 {2,213)
Profit from ordinary activities before income tax 167 218 30 325 355 460 685 1,158 1287 943
Income tax expense (26) (53 79) (53} {76) (€6} (161) {288) {290) {169)
Profit from ordinary activities 141 165 202 272 279 364; 524 870 997 774
Profit attributable to minority interests - — - 1 — {3) &) 29 (52) (29
Macquarie Income Securities distributions - — {12) {31} {29) (28) {27 (2% (29} (15)
Profit from ordinary activities after income tax
attributable to ordinary equity holders 141 185 210 242 250 333 494 812 N6 730
Financial position ($A million}
Total assets 7,929 9456 23389 27,848 30234 32462 43,771 67,980 106211 112,637
Total liabilities (7,348) (8.805) (22,i54) (26510) (27,817} (29,877) (40,938) (63,555) {100,874} (105,836}
Net assets 581 651 1,235 1,338 2417 2585 2833 4425 5337 6,801
Risk weighted assets 4,967 4987 8,511 3,860 10,651 10,030 13,361 19,771 28,751 36,836
Total loan assets 3,158 4002 6518 7,785 9209 9,839 10,777 28,425 34999 42,631
Impaired assets (net of provisions) 12 44 23 31 49 16 &1 42 a3 128
Share information®
Cash dividends per share {cents per sharg) .
Interim 2 30 34 4 L 41 52 61 0 125
Final 30 38 52 52 52 52 70 100 125 n/a
Special — — — - — 50 — 40 — -
Total 51 68 86 93 93 143 122 201 215 125
Basic earnings per share (cents per share) 88.1 101.3 124.3 1389 132.8 164.8 233.0 369.6 400.3 300.9
Share price at end of period {$A)= 14.35 19.10 26.40 27.63 33.26 24.70 35.80 48.03 64.68 69.15
Ordinary share capital {milion sharasy® 157.6 16811 171.2 175.9 198.5 2045 21569 223.7 232.4 249.7
Market capitalisation at end of period
{fully paid ordinary shares) {$A milion) 2,262 3,077 4,520 4,860 6,602 5051 7,729 10,744 15032 17,267
Ratios’
Return on average ordinary shareholders'
funds (%) 26.1 26.8 28.1 271 18.7 180 22.3 29.8 26.0 30.0
Payout ratio (%) 57.9 67.2 70.0 67.5 736 87.49 53.2 53.2 54.4 427
Tier 1 ratio (%) 1.7 13.0 145 12.9 17.8 19.0 16.2 14.4 12.4 13.2
Capital adequacy ratio (%) 16.4 17.3 18.4 16.0 19.4 214 19.9 21.2 14.1 15.9
Impaired assets as % of loan assets
{excluding mortgage securitisation SPVs) (%) 0.4 1.1 03 0.4 05 0.2 06 0.3 0.5 0.5
Net loan losses as % of loan assets
{excluding mortgage securitisation SPVs) (%) 0.0 0.1 0.1 0.1 02 00’ 0.3 0.2 C.1 0.1
Assets under management ($A hillion)® 214 228 26.3 30.8 1.3 52.3 62.6 96.7 140.3 153.4
Staff numbers© 2474 3,119 4,070 4,467 4726 4839 5716 6,556 8183 8986

the payout ratio would have been 56.8%.

revisad methodology.

= Tha Bark ordinary shares were isted on the Australian Stock Exchange on 29 July 1996
& Nurnber of fully paid ordinary shares at the end of the period, excluding options and partly paid shaves.
* Inciudes both permanent staff (iull time, part time and fixed term) and contractors (including consutants and secondees). .
« The special dividend for 2003 was paid to release one-off franking credits to shareholders on entry into tax consolidation. Excluding the special dividend of 50 cents per share,

24 Macquarie Bank Limited Investor Cverview 30 September 2006

® Rastatad to comply with Australian Standards equivalent to Intemational Financial Reporting Standards.
& The methodology used 1o caluiate assats under managemert was revised in September 2005, Comparatives at 31 March 2005 have been restated in accondance with the
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—Profit after tax from ordinary activities (attributable to ordinary equity holders)
increased 51 per cent on the prior conesponding pericd to $A730 milion,
including Macquarie Goodman Group (MGQ) realfisation.

—Operating income increased 46 per cent on the prior corresponding period to

$A3,156 million,

—Earmings per share increased 41 per cent on the prior corresponding period

to A300.9 cents per share.

—The 2006/07 interim dividend increased 39 per cent on the prior cormesponding

period to $A1.25 per share.

—Return on average ordinary shareholders’ funds was 30 per cent.
-+ —Total assets under management increased 37 per cent on the prior

corresponding period to $A153 billion.

The Macquarie Bank Group (the Bank, Macquarie)
delivered another strong result in the half year to
30 September 2006. Consolidated after-tax profit
attributable to ordinary equity holders increased to
$A730 million, up by 51 per cent on the prior
comesponding period. Excluding the realisation of
"the Bank’s holding in Macquarie Goodman Group
(MGQ), the result was a 32 per cent increase on
the prior corresponding period.
Dividend
The Bark has declared an interim ordinary dividend
for the half year to 30 September 2006 of $A1.25
per share, up from the $A0.90 per share interim
ordinary dividend in the prior corresponding period.
This represents an increase of 39 per cent on last
“year's interim dividend. The interim dividend will
be fully franked.
Consistent with the Bank’s announced dividend
policy, the full-year payout ratio is expected to bein
the range of 50 to 60 per cent of net eamings.
DCividends are expected to be fully franked for the
next two years and thereafter at least 80 per cent
franked, subject to future composition of income.

Cash dividends per share
A cents
SpecialdD  Final@m Interim O

240

210 I—"_
180 [
150 ) [
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Q0 |
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'Adjusted for June 1996 bonus issus.




Result overview

All Groups and regions had record first half results,
supported by previous business investment, good
markeat conditions and asset realisations. There are
many strategic initiatives in progress.

To support this strong growth and to fund
international expansion opportunities, the Bank
raised in excess of $A700 milion earlier this year
through a private institutional share placement and
a share purchase plan for retail investors.

During the period, equity markets in the key regions in
which the Bank operates held up well. Institutional and
retail stockbroking revenues were strong. However,
Asian equity derivative volmes were significantty down
on the very strong prior comespondng period due to
increased competition. There was also strong demand
during the half year for commodities and structured
commodity products. The Bank conhnu&s to see strong
demand for unlisted funds. :

The Investment Banking Group was involved in a
number of major transactions during the period.
Macquarie was global coordinator and financial
adviser on the $A1.91 bilion initial public offering of
explosives manufacturer, Dyna Nobel, and an adviser
to Grupo Femrovial on'its £10.1 bilion takeover of UK
airports operator BAA, '

A number of assets were realised during the period.
These included the sale of the Bank’s holding in
MGQ and a large oil and gas reallsatlon in

North America. .

The Bank continued its intermational expansion, with
intermational income, excluding eamings on capital,
contributing $A1,321 miion, an increase of 38 per cent
on the prior comesponding period. Intemational staff
numbers grew by 48 per cent from September 2005 to
over 3,000, now representing 33 per cent of total staff.

Assets under management grew by 37 per cent from
$A112 billion at 30 September 2005 to $A153 bilion.
There was strong growth in the Bank's major retail
preducts including Macguarie Wrap Solutions,
Macquarie Cash Management Trust, Macquarie
Mortgages and margin and protected lending. -

Macquarie Bank Limited Interim Update 30 September 2008
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Profit after tax atiributable to
ordinary equity holders ‘
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MGQ gains & !
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Net profit atmbu:abie o shareholders for the six months to
30 September 2006 mcreased 51 per cent on the prior coresponding
period, including the realisation of the Bank's holding in MGQ.
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Eamings per share increased by 41 per cent on the
prior corresponding period to 300.9 cents for the half
year ended 30 September 2006. Excluding the impact
of the MGQ} realisation, the increase would have
been 24 per cent. The annualised return on average
ordinary equity holders’ funds was 30 per cent.

The Bank mantained a low expense/income ratio of
71.5 per cent excluding the MG realisation. The tax
rate was lower than the prior corresponding period
as a result of offshore tax rate differentials. The tax
rate for the full year is expected to be approximately
20 per cent.

Potential restructuring

The Bank announced in July 2006 that it was
exargining a corporate restructuring, most likely
involving the establishment of a non-operating
holding company (NOHC), as it was outgrowing the
conventional bari}dng regulatory model.

The Bank's diverse international businesses are now
growing faster than its domestic banking business,
and a significant portion of the Bank's businesses are
not strictly banking in nature. Existing corrimercial
banking regulations do not readily accommodate this
growth in the non-banking businesses.

A NOHC structure potentially provides the Bank with
the flexbility it requires to continue pursuing growth
in the regions and markets in which it operates.

The potential restructure, which would see the holding
compary owning banking and non-banking
businesses, could be completed in approximately

18 months. However, this is subject to the resolution of
key tax, accounting and regulatory issues.

Macquarie is holding ongoing discussions with the
Australian Prudential Regulation Authority (APRA).

Retum on average ordinary equity holders’ funds
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Consolidated Group profit

Half year to Half year to
30 Sep 2006 30 Sep 2005 Change
$A million ; $A million %
Total operating income 3,156 i 2,160 46
Total operating expenses (2,213) (1,477) - 50
Profit from ordinary activities before income tax 943 683 38
Income tax expense {169) {160) 6
Profit from ordinary activities after income tax 774 523 48
Minority interests (29) (26) 12
Distributions paid or provided on
Macquarie Income Securities (15) (15) —
Profit after income tax attributable
to ordinary equity holders 730 482 51
A Cents A Cents Change (%)

Basic earnings per share 300.9 2129 41
Ciluted earnings per share 289.5 203.5 42
Summarised statement of financial position
and capital adequacy

30 Sep 2006 31 Mar 2006 30 Sep 2005

$A million $A million $A million

Total assets 112,637 106,211 84,220
Total liabilities 105,836 100,874 79,227
Total equity 6,801 5,337 4,993
Tier 1 capital 4,872 3,556 2,989
Total capital 5,840 4,065 3,810
Risk weighted assets 36,836 28,751 23,089
Tier 1 ratio (%) 13.2 12.4 12.9
Capital adequacy ratio (%) 15.9 14.1 16.5

Macquarie Bank Limited Intesim Update 30 Septernber 2006
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Capital management

Macquarie's capital management polscy is to be
conservatively capitalised and to maintain diversified
funding sources in order to support business
initiatives, particularly specialised fund and offshore
expansion, while rmaintaining counterparty and client
confidence. The capital raising in May this year,
referred to earlier, has provided further capacity to
support this growth,

TheTier 1 Capifta] ratio of 13.2 per cent at
30 Septernber 2006 maintains a buffer in excess of
the Group's minimum acceptable ratios.

Board Committee membership

Following the retirement of Bartie Martin from the
Board at the 2006 Annual General Meeting, he has
been replaced as a member of the Board Audit and
Comphance Cornmittee by John Niland and as a
member of the Board Nominating Commiittee by
Catherine Livingstone.

Outlook
For the remainder of the year, the Bank expects to
continue to benefit from staff growth and increased
market share and, subject to market conditions,
it expects:

—continued satisfactory transaction levels

—most trading businesses will benefit from geographic
and product expansion but market conditions may
continue to negatively impact equity derivatives

—substantial capital raisings in unlisted international
specidlist funds

—performance fees at current relative prices to
not be material

-—asset disposals may be a swing factor.

The Bank notes the first half benefitted from asset
realisations and generally good market conditions.
However, subject to reasonable market conditions,
the Bank expects the result for the six months to
31 March 2007 to be up on the $A434 million
achisved in the prior cormesponding period.

As foreshadowed, the full-year tax rate is expected
to be lower than the prior year as a resuilt of offshore
tax rate differentials.

The Bank notes that the recent level of growth has
been extraordinary, with results being impacted by a
number of one-off transactions. This growth may be
difficutt to repeat in the short term,

However, over the mediurm term; Macquarie is well
placed due to good businesses, diversification,
committed quality staff and effective prudential
controls. Subject to market conditions not
deteriorating materially, it is expected the Bank will
expernence continued growth in revenue and |
earnings across most businesses over time, as well
as continued international growth.



Investment Banking Group

The Investment Banking Group continued to be the
largest contributor to the Bank's overall result, with an
excellent contribution which was 61 per cent up on
the prior comesponding period.

The contribution from Corporate Finance was
significantly up on the prior comesponding period
due to strong mergers and acquisitions and equity
capital markets deal flows and the successful Dyno
... Nobel asset realisation. There was no material
contribution from specialist funds performance fees
during the period.

Macquarie maintained its leading market positions,
achieving No.1 rankings.in Australia for completed
mergers and acquisitions and Australian equity raised
{Thomson Financial).

Significant advisory roles during the period included:

. —joint financial adviser to the consortium led by Grupo
Ferrovial on its £10.1 billion takeover of BAA plc

—adviser to Western Siver Corporation on its
$C1.6 billion ($41.9 billion) merger with Gtamis Gold

—global coordinator and financial adviser on the
$A1.91 bilion IPO of Dyno Nobel

—adviser to Lundin Mining Corparation on its
$C2.2 bilion ($42.5 billion} proposal to merge with
EuroZinc Mining Corporation

—adviser to Alinta on its $A11.3 billion merger with
The Australian Gas Light Company and the
subsequent separation of AGL Energy.

Corporate Finance continued its global specialist
fund strategy with:

—the establishment of new unlisted funds including:
London-based Macquarie European Infrastructure
Fund I; New York-based Macquarie Infrastructure
Partners; Kagiso Infrastructure Empowerment Fund
in South Africa; and Macquarie's first fund in the
Middle East, ZonesCorp Infrastructure Fund

—growth in total equity under management of
12.2 per cent from $A34.4 billion at 31 March 2006
to $A38.6 bilion'. Additional raisings were
undertaken by DUET Group, Macguarie Korea
Opportunities Fund and Macquarie Airports Reset
Exchange Securities Trust.

'lrxiudesassetshelddred!ybmem acquired with a view that they
maybasddnomor@ostnghvestxmrﬂBariar\gFuﬂsﬂBF)—mmaged
funds, EQLnymdermanagernentar‘dassetswﬂermmagm\em
measebySAS?bﬂmaﬂWOSbmmwechvdymfmualdoseof
Thames Water, which is expected to oocur by the end of 2006.

Macquarie Bank Limited Intesim Update 30 Septernber 2006

i

|

'
Assets under management increased by 19.2 per
cent from SAGB. 3lbilion at 31 March 2006 to
$A81.4 billion’ wrth the portfolio expanded to include
a bulk-liquid storage business, an additional aiports

services business and a vehicle tyre inflation

business in the US two projects to develop the
undertying rnfrastructure for two inclustrial cities in the
United Arab Emrrates a roadside services and bus
transport busrness in the UK; and a vehicle
inspection business in Spain.

Macquarie Securities, the international cash

equities buslnessl recorded an excellent result in

good market condmons In Australia, secondary
market revenues were up on the prior corresponding
penod. The Asran business performed strongly.

Its result was srgnrf icantly ahead of the prior
comresponding penod and is now ahead of the
Australian busrness A recent highlight includes the
establishment of a joint venture in South Africa,
Macquarie First South Securities.

Financial Products result was well up on the prior
comesponding penod The Division.increased retail
product diversifi catlon in Australia and had a record
raising of the Fusron Funds and reFleXion products in
June 2006. The busrn%s also launched a closed end
infrastructure fund in Germany and Austria and
marketed a caprtal protected investment product in
Switzerland. Jornt ventures were established with
MD Sass and OneWond investments, the latter in
conjunction with Macquanes Funds Management
Group, to provrde asset management expertise to
drive further produc:t origination. Total assets under
managerment grew by 11 per cent from $A6.3 billion
at 31 March 2006| to $A7.0 billion (includes assets
managed by associates). There has also been an
increase in opportunrtles for wholesale corporate
and project fi nancrng

Macquarie Capltal s result was up on the prior
cormesponding penod with a strong contribution
from most busrnesses Asset-based leasing and
lending volumes mcreased by 37 per cent from
$A3.8 bilfion at 30! September 2005 to $A5.2 billion
at 30 Septermnber 5006.

The Investment. Bankrng Group will continue its
international expansron in all major markets and will
benefit from deve!pprng the team’s skills, size and
international presence.

The corporate finance pipeling remains strong.
The Group expec:cs the full year to be up on the
prior year, subject-to market conditions.




Relative Group contribution to profit?

ant

FY 2006

HY 2007 HY 2006

, _ % % %
‘Corperate Finance (including Investment Banking Funds) 38 410 41
Macquarie Securities 8 1 8
Financial Products 5 4 5
Macquane Capital -3 3 3
Total Investment Banking 54 58 57
Bankmg and Property 18 9 8
_ Treasury and Commodities 15 16 15
Equity Markets - L 9 11 15
Fnanmal Sennces o 3 4 4
Funds, Management : 1 2 1
Total * . ; : . 100 100 100

: ?The ﬁgur%setout-n thus :able are relatrve tothe Barkbwerallperformanceandarebasedonngues exdudng eam:ngson
capital, beforestaﬁprofnshanrgandbeioremtax Theyarederwedfrommanagemmtaomntsarﬂshouldbetakm

as a guide only to refative contributions.”
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Banking and Property Group

Banking and Property Group's contribution was
over 280 per cent up on the pricr comesponding
period, including the MGQ realisation.

Excluding the MGQ realisation, the result was
marginally down on the prior corresponding period
due primarily to the timing of a number of asset
sales. The Group expects its full year result to exceed
the prior year, excluding the MGQ realisation.

The Real Estate funds management business made
a strong contribution, with assets under _
managemert, including associates, increasing to
$A22 9 hillion as at 30 September 2006.

Real Estate Capital is seeing a shift in institutional
demand towards wholesale funds such as
Macquarie Goodman Asia (MGA), although good
opportunities continue to exist for niche listed
property funds.

Macquarie Leisure Trust Group made its first US
acquisition, Main Event Entertainment Holdings, and-
was ranked No.1 Listed Property Trust (LPT) in the
annual BDO Australian LPT survey.

Macquarie Bank Limited Interim Update 30 Septembsr 2006
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Real Estate Stlructured Finance is experiencing
strong lnternatlonal deal flow and profit realisations,
particularty through land developments in Western
Australia and the condominium market in the US.
However, Austrahan east coast and US south east
project land development sales have slowed and
prices have softened particularty in the second
home market.|

The Australian !mortgage portfolio grew by 13 per cent
from $A18.2 bilion at 31 March 2006 to $A20.5 bilion.
The Italian mortgage business opened sales offices in
Rome, Milan, Perugra and-Naples and Macquarie
commenced mortgage operations in July 2006 in
Canada fo[!owmg the acquisition of an established
Toronto- based mortgage originator. However, volumes
inthe US rnortgage business are down due to the
challenging interest rate envrronment

The contnbutlon from Banking was up on the prior
correspondlng pericd due to continued client
demand and growing deposit and loan volumes.
Margin Lending's contribution grew strongly, with
margin and capital protected loan portfolios growing
together by 29 per cent to over $A4.3 biflion.

The Banking and Property Group anticipates
continued growth across most mortgage businesses
and margin and personal lending portfolios, with
increased opponunmes to cross-sell products
through exrstlng distribution channels. The Group
expects strong and growing mortgage onginations in
Australia, Canada and Italy. However, the US market

. remains cha]lengrng

The Grolp is on target for a strong second half and
expects the second half to exceed the first,
excluding the |mpact of the MGQ realisation. With
several major reaJ estate transactions nearing
completion, the expectation of asset realisations in
Europe and Asra and continuing demand for both
mortgages and margin loans, the Group expects
its full year result to exceed the prior year {excluding
the impact of the MGQ realisation).




s
p

Treasury and Commodities Group

The contribution from Treasury and Commodities
Group was 73 per cent up on the strong prior
corresponding period.

The contribution from Metals and Energy Capital
increased significantly, reflecting the strong
performance of the Energy Capital business —
including the redlisation of an interest in an oil and
gas asset in North America.

Commodity Market'’s contribution was significantly
up, with strong performances in the sugar, oil,
investor products and US gas markets.

Foreign Exchange was down on the strong prior
comesponding period, as market volatility has been
lower than recent averages.

.
SRR

The result from Debt Markets was up, with strong
performances by the securities trading and interest
rate derivatives businesses.

Treasury's result was up on the prior cormesponding
period, reflecting successful management of balance
sheet growth. The contribution from Futures was in
line with the prior corresponding period.

The outlook for the Treasury and Commodities
Group is dependent on market conditions.
Satisfactory volatility in financial and commodity
markets is expected to continue. The deal pipeline
remains strong and transaction volumes should
remain favourable, although the Group continues
to face strong competition for both transactions
and staff. An expansion of the Group's gas, power
and coal businesses is expected.

The Group’s first half result was influenced by the
unusually large oil and gas realisation in North
Amenca and consequently the second half of 2007
is expected to be lower in comparison. However,
the Group expects to maintain strong transaction
activity levels across its businesses and will continue
to expand its international operations.
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Equity Markets Group Financial Servnces Group

Equity Markets Group's contribution was slightty Financial Serwces Group’s (FSG) contribution was
up on the prior corresponding period. Trading 40 per cent up on the pnor corresponding period

" conditions during the half were generally favourable. dueto favourable equity market conditions and
However, they deteriorated over the three months significant tnﬂows into Macquarie Wrap Soluticns
10 30 September. 2006, , and Macquane Cash Management Trust (CMT).
The domestic Australian business performed well Total assets under advice/administratiorymanagerment
with strong market positions maintained in key grew eight per; cent from $A56.2 bilion at 31 March
products and ongoing investment in new product 2006 to $AB0. 8 bilion. The major contributors to this
development. growth included (from 31 March 2006):
Internationally, the Group continued-to focus on — Wrap funds under administration up 10 per cent

Asia and expanded the range of undertying equities, from $A19.2 b|i||on to $A21.2 billion
over which products are offered, to include Malaysia, — CMT up from $A1 2.0 bilion to $A13.1 billion
Thailand and India. However, increasing competition  — combined anate Bank, Macquarie Private Portfolio

within the region has reduced marging on core . Management and Professional Series funds
products and the contribution from the Asian significantty up on prior correspondmg period.
business was down-substantially on the very strong The Macquane Professional Senes launched in

prior comesponding period. Global securities March 2005, has reached $A1 O bilion and continues
borrowing and lending performed very well, to grow. :

particularly in European markets. ,
part y Macquané Adviser Services was named ASSIRT

Service Level Survey Best Fund Manager for the
fourth consecutlve year. Coin Software, the financial

Duﬂng the period, the Group's separate hedge fund
businesses were combined under the name MQ
Specialist Investrment Management (MQ). MO planning Software business, has continued to

continued to grow funds under management to over experience siahificant rowth, and now has more
$A1.06 bilion and provide single strategy fund t:a?r? 270 cher?ts 9

exposure and retail fund of hedge fund strategies.

The Group expects volumes and volatility in-key o }
equity markets to rémain lower relative to the first '
half. Cyclical first half revenues are also unlikely to be
maintained in the second half.

t

The Group has developed a diversified business
and product offering and is well placed to respond’
to changing market conditions: However, as always,
the Group is notimmune to a sustained downturn
|n grobal equity markets.

Macquarie Bank Limited Interim Update 30 September 2006
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Macquane Financial Services' full service
stockbrokmg business consolidated its position as
Australia’s leading full-service retail broker, i increasing
both! adwser ‘and client numbers. The NZ Commodity
Bonds, 'launched in Juty 2006, raised in excess of
$A100 mulhon Fees from capital raising activities
continue to! .grow strongly with income 89 per cent
Up on the prior corresponding period.

Subject to generally favourable market conditions
continuing, FSG expects to continue to grow annu:ty
sources of income and will have an increasing

focus on creating i Jnnovatwe alternative investment
opportunmes including commeoxdity funds and

' collaterallsed debt obligation funds. Followmg its
recent expans1on to Thailand, FSG continues to

lcok mternatlonally for growth opportunmes

o
3.
!

i

Funds Management Group

Funds Management Group's contribution was

32 per cent up on the prior comesponding period,
driven by higher base fee and performance fee
revenues, especially in Australian equities.

Many of the Group's flagship funds enjoyed strong
investment performance, notably its Austratian small
companies, diversified fixed.income and private:
equity funds.

Total assets Under management increased by

5.4 per cent from $A51.5 billion at 31 March 2006 to.
$A54.3 bilion, in what was a: penod of modest total
retums for- most asset classes. The Group’s fee
revenue base grew more strongly, resulting in an
increase in average fee margins over the period.
This was a result of growth in its higher-margin
products, primarily in the equities-and pnvate

equity sectors.

The Group opened an office in Hong Kong during the
period, expanding its private equrty fund-of-funds
operations into the Asia-Pacific market. It also launched
a joint venture in emerging markets asset management .
with Boston- based investrment fin OneWorld’
Irvestments, in oon;mphon with the Investrmertt Barking
Group's Financial Products Division,

Provided that conditions remain generally
favourable, the Group expects its revenue base to
contlnue to grow over. the remainder of this financial
year. It will continue to pursue expansion
opportunities with a number of reglonal and glcbal
asset products under developrent, including hedge
funds. Distribution avenues-are being pursued in-

. Korea, Taiwan and the UK. Significant investments

are being made in-the Group’s operations platform
in order to support the increasingly international
profile of the Group’s businesses.
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Macquarie has continued to deliver strong eamings
growth over the long term. This strong eamings
growth has translated into total shareholder retumns
of approximately 1,472 per cent for the period since
the listing of the B3ank’s shares in July 1996 until

30 September 2006, as seen in the graph below.

" This return compares with the average total
shareholder return of companies which comprised
the ASX Top 50 at the time of the Bank's Australian

Stock Exchange listing of 252 per cent over the same

period. The Bank delivered a total shareholder retum

over this period better than all of those companies.

Total shareholder return measures the change in
share value over a specified period, assuming that
all dividends arle reinvested and accounting for all
corporate actions.

|
|
!

{
¢
!

Macquarie total shareholder return versus the All Ordinaries Accumulation Index

Index

Macquarie Bank total sharehalder return == All Ordinaries Accumulation [ndex ==
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Macquan'é Bark Limited is rated by Fitch Ratings, Moody's Investors Ser!\nce and Standard & Poor's
- Ratings Services. As at 30 Septermber 2006 those ratings were as follows:
Ratings Short term : Long term Outlook
Fitch Ratings 1o T A+ Stable
Moodly's investors Service P1 A2 Positive’
_ Standard & Poor’s Al A Stable

Macquarie Bank Limited Interim Update 30 September 2006
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1.1 Result Overview

i
Half-year to Movement
Sep06 Mar06 Sep05 Mar06 Sep05
$m $m $m % %
Interest income 330 297 295 11 12
Fee and commission income 1,437 1,196 1,244 20 16
Trading income 456 397 479 15 (5)
Asset and equity investment realisations and other income . 933 343 142 172 large
Total operating income 3156 2233 2,160 41 46
Employment expense (1,807) (1,237 (1.170) 46 54
Other expenses (406) - (392) (307) 4 2
Total operating expenses . @2213) ' (1,629  (1,477) 36 50
Profit before income tax 943 604 683 56 38
Income tax expense {163} (130} (160) 30 6
Profit after income tax 74 474 523 63 48
Minority interests (29) (26) (26) 12 12
Profit after income tax attributable to MBL equity holders 745 448 497 66 50
Distributions paid ar provided on Macquarie Income Securities (15) - {14) (15) 7 —
Profit after income tax attributable to MBL ordinary equity holders 730 . 434 1482 68 51
Cents per share
Earnings per share '
Basic eamnings per share 3009 | i878 2128 60 41
Diluted eamings per share 289.5 179.3 203.5 617 42
% . % %
Expense to income ratio 701 73.0 68.4
Effective tax rate {refer Glossary) 188 230 24.9
Return on equity (refer Glossary) 300 = 235 28.8

Where necessary, comparative figures have been adjusted to conform to changjes in presentation in the cument
financial period. .

Al amounts in this report are in Australian Dollars unless otherwise stated.

References to the prior corresponding period are refering to the six months to 30 September 2005. References to the
prior period are refening to the six months to 31 March 2006,

Comparative figures in charts prior to the 2005 financial year are reported under: previous Australian generally accepted
accounting principles (previous AGAAP), Comparative figures for the 2005 and subsequent financial years are reported
under Australian standards equivalent to Intemational Financial Reporting Standards (AIFRS).

Macquarie Bank Limited Resuit Announcement 30 Septernber 2006
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Proﬁt] after income tax attributable Macquarie Bank Limited's consolidated net profit after
to ordinary equity holders income tax attributable to its ordinary equity holders for
fﬁg:olllgr;rr‘lgif.-year the half-year ended 30 September 2006 was $730 mifion,

an increase of 51% on the prior comesponding period.
; Basic eamings per share is up 41% to 300.9 cents.

800 The Bank benefited from a number of significant
700 transactions during the period, including the initial public
offering of Dyno Nobel, the realisation of a large US oil and
600 gas asset and the disposal of the Bank's investment.in
Macquarie Goodman Group (MGQ). The resutt excluding
the MGQ transaction would have been $638 million, up
32% on the prior comesponding period, highlighting the
strong growth in underlying eamings, as shown in the
graph to the left.

Return on equity for the half-year to 30 September 2006
was 30.0%, up from.28.8% in the prior corresponding
penod, and in a period where Macquarie also raised in
excess of $700 million of ordinary equity. The return on

, equity without the contribution from the disposal of MGQ
| would have been 26.4%.

T I § T F I
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Operating income

Total operating income for the half-year to 30 September
2006 increased 46% over the prior comesponding period
to 83,156 million, driven by profits from the disposal of
equity investments and realisations of assets {including the
$302 million profit on the sale of the Bank's investment in
MGQ), and market conditions that have been favourable
for investment banking activities.

Macquarie’s global expansion continues to see
international income grow, up considerably to

$1,321 million, representing an increase of 38% on

the prior corresponding period. Intemational income
amounted to 44% of Macquarie’s total operating income
{excluding eamings on capital) for the half-year to

30 September 2006, which is down slightly from 46% in
the prior comesponding period largely due to the disposal
of MGQ. Excluding the income from this fransaction,
international income for the half would have represented
approximately 49% of total operating income (excluding
eamings on capital).

Macquarie Bank Limited Result Anncuncernent 30 September 2006

Operating expenses

Operating expenses are up 50% on the prior
comesponding penod to $2,213 million. Employment
costs, the largest component of operating expenses,
are up 54% on the prior comesponding period to
$1,807 million. The increase has been driven by
headcount growth combined with growth of staff profit
share expense through an increase in net profit and an
improved return on equity. Headcount is up 26% on the
prior oorrespondlng period to 8,986 staff with international
headcount i lncreasang by 48% to 3,006 staff.

In the six months to 30 September 2006 the expense

to income ratio mcreased slightly from 68.4% in the prior

comesponding penod t0 70.1%.

As foreshadowed the effective tax rate for the period fell
below 20% as a resutt of income tax rate differentials on
offshore activities.
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1.2 Contribuﬁon by Operating Group

{ Half-year to
| Sep06  Mar06  Sep05
% % %
Investrnent Banking
Corporate Finance (including Investment Banking Funds) 38 38 41
Maoquane Securities 8 14
Fmgncial Products 5 3 5
Macquarie Capital 3 3 3
Total Investment Banking 54 57
Banking and Property 18 8
Treasury and Commodities 15 15
Equity Markets g 7 15
Fnanma] Services K} 4 4
Funds Management 1 2 1
! 100 100 100

The ﬁgures set out m the table above are relative to the Bank's overall performance and are base=d on figures excluding
eamxngs on capital, certain costs not recharged to operating groups, staff profit sharing and are before income tax.
They are derived from management accounts and should be taken as a guide onky to relative contributions.

i

Contribution by operating Group

as at 30 September 2006

Investment Banking m  Treasury and Commoditics ®
Equity Markets m  Banking and Property m

Financial Servicesm  Funds Management &

54%

15%

9%

18%
3%
1% 1
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nvestment Banking Group

The Investment Banking Group continued to be the
largest contributor to the Bank’s overall resuit, with an
excellent contribution which was 61% up on the prior
comesponding pericd.”

The contribution from Corporate Finance was
significantly up on the prior comesponding period due to
strong mergers and acquisitions and equity capital
markets deal flows and the successful Dyno Nobel asset
realisation. There was no matesial contribution from
specialist funds performance fees during the period.

Macquarie maintained its leading market positions,
achieving No.1 rankings in Australia for completed
mergers and acquisitions and Australian equity raised
'ﬂhomson Financial).

Slgnlﬁcant advisory roles during the period inchuded:

- jOlnt financial adviser to the consortium led by | Grupo
Ferrovial on its £10.1 billion takeover of BAA plc

—achviser to Western Siver Corporation onits
$C1.6 billion ($1.9 bilion) merger with Glamis Goid

—global coordinator and financial adviser on the
$1.91 bilion IPC of Dyrio Nobel -

—adviser to Lundin Mining Comoration on its
$C2.2 biion ($2.5 billion} proposal to merge with EuroZinc
Mining Corporation

—adviser to Alinta on its $11.3 bilion merger with
The Australian Gas Light Company and the subsequent
separation of AGL Energy.

Corporate Finance continued its global specialist fund
strategy with:

—the establishment of new unlisted funds including:
London-based Macquarie European Infrastructure Fund Il
New York-based Macquarie Infrastructure Partners;
Kagiso Infrastructure Empowerment Fund in South-Alrica;
and Macquarie’s first fund in the Middle East, ZonesCom
Infrastructure Fund

—growth in total equity under managerment of
12.2% from $34.4 billion at 31 March 2006 to
$38.6 bilion'. Additional raisings were undertaken by
DUEI’ Group, Macquarie Korea Opportunities. Fund and
Macquane Airports Reset Exchange Securities Trust.

' Indudes assets hald directly by Macquarie, acquired with a view that they
may be sold into new or existing Investment Banking Funds (IBF}-managed
funds. Equity under managerment and assets under management wil
increase by $3.7 bilion and $20.5 billion respoctively on financial cose of
Thames Water, which is axpected to occur by the end of 2006.. .

Macquarie Bank Limited Result Arnouncement 30 Septembber 2006
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Assets under management increased by 19.2% from
$68.3 bilion at 31 March 2006 to $81.4 bilion' with the
partfclio expanded to include a bulk liquid storage -
business, an addmonal arports services business anda
vehicle tyre mﬁatlon business.in the US; two projectsto -
develop the underlylng infrastructure for two industrial !
cities in the Unrted Arab Emirates; a roadside services and
bus transport bus:ness in the UK; and a vehicle mspecton
business in Spaxn

Macquarie Secuntres the |ntemanona1 cash equrtles
busrness reoorded an-excellent resutt in good | market
condrtlons In Austraha secondary market revenues were

+

up on the prior oorrespondlng period. The Asian business = -

performed strong!y 1ts result was significantty ahead of
the prior cx)rrespondmg period and is now ahead of the
Australian busmess A recent highlight includes the
establrshment of' a joint venture in South Africa, Macquarie
First-South Secuntles

Financial F'roducts resut was well up on the prior
comesponding penod The Division increasext retail
product drversuﬁcatlon in Australia and had a record raising.
of the Fusion Funds and reFeXion products in June 2006.
The business also launched a closed end infrastructure
fund in Gennany and Austria and marketed a capital
protected rnvestment product in Switzerand. Joint
ventures were establlshed with MD Sass and OneWorld
investments, the Iatter in conjunction with Macquarie’s
Funds Management Group, to provide asset management
expertise fo dnve further product origination. Total assets
under management grew by 11% from $6.3 billion at

31 March 2006 to $7.0 bilion @ includes assets managed
by associates). There has also been an increase in
opportunities for wholesa]e corporate and project financing.

Macquarie Capntal s result was up on the prior
corresponding penod with a strong contribution from
maost bus:nesses Asset-based leasing and lending '
volumes mcreased by 379 from $3.8 billion at X
30 September 2005 to $5.2 hilion at 30 September 2006.
The Investment Banklng Group will continue its
international expansron in &l major markets and will

benefit from developrng the team’s skills, size and
rntematlonal presence

¥

The corporate ﬁnance pipetine remains strong. The Group
expects the full year to be up on the prior year, subject o
market condmons :
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Banking and Property Group

Banking and Property Group's contribution was

over 280% up on the prior comesponding period, including
the MGQ realisation.

Exciudlng the MGQ realisation, the result was marginally
down on the prior corresponding period due primarily to
the tlmlng of a number of asset sales. The Group expects
its full year result to exceed the prior year, excluding the
MGQ realisation.

The Real Estate funds management business made a
strong. contribution, with assets under management,
|nclud|ng associates, increasing to $22.9 bilion as at

30 September 2006.

Real Estate Capital js seeing a shift in institutional demand
towards wholesale funds such as Macquarie Goodman
Asia (MGA) aJthough good opportunities continue to exist
for niche listed property funds.

Macquarie Leisure Trust Group made fts first US
acquisition, Main Event Entertainment Holdings, and was
ranked No.1 Listed Property Trust (LPT) in the annual
BDO: Australlan LPT survey.

Real Estate Structured Finance is experiencing strong
international deal fiow and profit realisations, particularty
through land developments in Westem Australia and the
condominium market in the US. However, Australian east
coast and US south east project land development sales
have slowed and prices have softened, particularly in the
second home market, ‘

The Australian mortgage portfoiio grew by 13% from

31 8.;2 bilion at 31 March 2006 to $20.5 bilion. The falian
mortgage business opened sdles offices in Rome, Milan,
Perugia and Naples and Macquarie commenced mortgage
operémonstuthOOGmCanadafd!oMngmeacquieiﬁon
of an established Toronto—based mortgage originator.
I—lowever volumes i |n the US mortgage business are down
duetothe challenglng interest rate environment.

The contribution from Banking was up on the prior
coresponding period due to continued client demand
and 'grow:ng deposit and loan volumes. Margin Lending's
conmbutuon grew strongly, with margin and capital
protected loan portfolios growing together by 29% to
OVEL: $4 3 hillion.

The Banking and Property Group anticipates cantinued
growth across most mortgage businesses and margin
and persondl lending portfolios, with increased
opportunities to cross-sell products through existing
distribution channels. The Group expects strong and
growing mortgage originations in Australia, Canada and
italy. However, the US market remains challenging.

The Group is on target for a strong second half and
expects the second half to exceed the first, excluding the
impact of the MGQ realisation. With several major real
estate transactions nearing completion, the expectation
of asset realisations in Europe and Asia and continuing
dermand for both mortgages and margin loans, the
Group expects its full year result to exceed the prior year
(excluding the impact of the MGQ realisation).

\
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Treasury and Commodities Group
The contribution from Treasury and Commadities Group
was 73% up on the strong prior comesponding period.

The contribution from Metals and Energy Capitat
increased significantly, reflecting the strong performance
of the Energy Capital busingss - including the realisation
of an interest in an oil and gas asset in North America.

Commodity Market's contribution was significantty up,
with strong performances in the sugar, oil, investor
products and US gas markets.

Foreign Exchange was down on the strong prior
corresponding period, as market volatility has been lower
than recent averages.

The result from Debt Markets was up, with strong
performances by the securities trading and interest rate
derivatives businesses. '

Treasury’s resuft was up on the prior cormesponding
period, reflecting successful management of balance
shest growth. The contribution from Futures was in ling
with the prior corresponding period.

The outlook for the Treasury and Commodities Group is
dependent on market conditions. Satisfactory volatility in
financial and commaodity markets is expected to continue.
The deal pipeline remains strong and transaction volumes
should remain favourable, atthough the Group continues
to face strong competition for both transactions

and staff. An expansion of the Groups gas, power and
coal businesses is expected. '

The Group's first half result was influenced by the
unusually large oil and gas realisation in North America
and consequently the second half of 2007 is expected to
be lower in comparison. However, the Group expects to
maintain strong-transaction activity levels across its
businesses and will continue to expand its international
operations.

Macquarie Bank Limited Result Announcement 30 September 2008

Equity Markets Group

Equity Markets Groups contribution was slightly up on the
prior correspondlng period. Trading conditions during the
half were generally favourable. However, they deteriorated
over the three months to 30 September 2006.

The domestic Australian business performed well with
strong market posmons maintained in key products and
ongoing mvestment in new product development.

Intemnationally, the Group continued to focus on Asia and
expanded the range of underlying equities, over which
products are offered to include Malaysia, Thailand and
India. However, mcreasung competition within the region
has reduced marguns on core products and the
contribution frorq the Asian business was down
substantially on the very strong prior cormesponding
period. Global securities borrowing and lending performed
very well, partiwl'any in European markets.

During the period, the Group’s separate hedge fund
businesses were'combined under the name MQ Specialist
Investment Management {MQ}. MQ continued to grow
funds under management to over $1.06 bilion and provide
single strategy fund exposure and retail fund of hedge
fund strategies. .

The Group expedts volumas and volatility in key equity
markets to remaip lower relative to the first half. Cyclical
first half revenues are also unlikely to be maintained in
the second half.

The Group has developed a diversified business and
product offering and is well placed to respond to changing
market oondmons However, as aways, the Group is not
immune to a sustaxned downtum in global equity markets.
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Financial Services Group
Financial Services Group's (FSG) contribution was
40%;up on the prior comesponding period due
to favourable equity market conditions and significant
inflows into Macquarie Wrap Solutions and Macquarie
Cash Management Trust (CMT).

Totd assets under advice/administration/management
grew 8% from $56.2 billion at 31 March 2006

to $60.8 hillion, The major contributors to this growth
included (from 31 March 2008):

—Wrap funds under administration up 10% from $19.2 bilion

to $21.2 bilion-

—CMT (p from $12.0/ilion to $13.1 bilion
—combined Private Bank, Macquarie Private Portfolio

Management and Professional Series funds significantly
up o prior corresponding period.

The Macquarie Professional Series, launched in March
2005 has reached $1.0 billion and continues to grow.

Macquane Adviser Services was named ASSIAT Service
Leve‘ Survey - Best Fund Manager for the fourth
consacutive year. Coin Software, the financial planning
software business, has continued to experience significant
growth, and now has more than 270 clients.

Macquarie Financial Services’ full service stockbroking
business consolidated its position as Australia’s leading
full-service retail broker, increasing both adviser and client
numbers The NZ Commaodity Bonds, launched in July
2006, raised in excess of $100 million. Fees from capital
raising activities continue to grow strongly with income
89% up on the prior comesponding period.

Subject to generally favourable market conditions
continuing, FSG expects to continue to grow annuity
sources of incomsa: and will have an increasing focus on
creatmg innovative,'atternative investment opportunities,
mcludlng commodity funds and collateralised debt
obhgatlon funds. Following its recent expansion to
Thailand, FSG continues to look intemationally for
growth opportunities.

i e iyt

Funds Management Group

Funds Management Group’s contribution was

32% up on the prior comesponding period, driven by
higher base fee and performance fee revenues, especially
in Australian equities. '

Many of the Group’s flagship funds enjoyed strong
investment performance, notably its Australian small
companies, diversified fixed income and private
equity funds.

Total assets under management increased by

5.4% from $51.5 billion at 31 March 2006 to $54.3 billion,
in what was a period of modest total retums for most
asset classes. The Group's fee revenue base grew more,
strongly, resulting in an increase in average fee marging
over the period. This was a result of growth in its higher-
margin products, primarty in the equities and private
equity sectors.

The Group opened an office in Hong Kong during the period,
expandng its private equity fund-of-funds operations into the
Asia-Pacific market. tt also launched a joint venture in i
emerging markets asset management with Boston:based -
investment firm OneWorld Irnvestments, in conunction with
the Investrent Banking Group's FRnancial Products Division,

Provided that conditions remain generally favourable,

the Group expects its revenue base to continue to grow
over the remainder of this financial year. It will continue to
pursue expansion opportunities with a number of regional
and global asset products under development, including
hedge funds. Distribution avenues are being pursued in
Korea, Taiwan and-the UK. Significant investments are
being made in the Group’s operations platform in order
to support the increasingly international profile of the
Group's businesses. .




continued

1.3 Contribution by Region

Income from international activities for the six months

to 30 September 2006 was over $1.3 bilion, an increase
of 38% on the prior comresponding peried. The primary
drivers were favourable global commocity market
conditions, profits on the dispesal of ¢l and gas assets
and Macquarie Securities' continued expansion in Asia.
For the half-year to 30 September 2006 international
income represented 44% of total operating income
{excluding earnings on capital). This is down slightly from
46% in the prior comesponding period, mainly due to the
gain on thé disposal of the Bank’s investment in MGQ.
Without this significant transaction, interational income
would have been 49% of total operating income (excluding
earmings on capital).

Al Groups increased their contribution to total income
from international activities. For the Investment Banking,
Equity Markets and Treasury and Commaodities Groups,
income from international activities was more than half of
the total operatlng income.

During the half-year to 30 September 2006 all regions
experienced income growth compared to the prior
corresponding period. Income from the Americas more
than doubled, whilst the Asia-Pacific region also
experienced strong growth, up 40% on the prior
comesponding period. The spread of income across the
regions was more even, with Asia-Pacific and Europe,
Africa and Middle East regions both contributing 35% of
the total, and the Americas contributing 30%.

Income growth was strongest in'the'Americas, where a
121% increase to $403 milion was experienced for the six
months to 30 September 2006. This was mainly the result
of favourable market conditions for Treasury and
Commodities, and the strong result of the metals and
energy trading business which was aided by the
acquisition-of Macquarie Cook Energy in November 2005
and the realisation of a North American oil and gas asset.
In addition, Macquarie generated significant corporate
finance income through transactions that included the
acquisition of the Indiana toll road by the Macquarie
Infrastructure Group and Cintra Concesiones de
Infraestructuras de Transporte, SA consortium; and

the acquisition of AS! Holding Corp (AIR-senv) by the
consortium led by Macquarie Capital Aliance Group. .
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“that have Contnbuted to income since September 2005

1

!
The Asia-Pacific r'egion's contribution to intemational
incomne increased $132 million-on the prior conrespending
period to $461 milion. The main driver of growth in
the region was the continued expansion of Macguarie
Securities' Asian |nstrtut|onal stockioroking operations,
which saw very strong income growth on the prior
corresponding penod Equity derivative trading conditions -
were less favourable and income fell in some key
markets, mcludlng Hong Kong, Korea and Singapore.

. However, somewhat offsetting this decline was revenue -

from structured equrty derivative products,

A broadly favourable investment banking environment
combined with lncreased activity of Macquare-managed .
funds‘in the Asia- Pamﬁc region contributed to an increase {
in-funds management and mergers and acquisitions :
fee revenue in the Asia-Pacific for the half-year to

30 September 2006 Activities in the region during the
period included the acquisition of Taiwan Cable TV by ’
a consortium of Macquane Bank and Macquarie Media
Group, and the estabhshment of Macquarie Goodman !
Hong Kong Wholesa]e Fund, which acquired a portfolio
of seven warehouse/dlstnbuton and logistics properties
located in key Hong Kong sub-markets from Macquarie
Bank and’ Macquane Googman Group. Other new funds

f
'

include Macquane MEAG Prime RET and Macquarie
Korea Opportunrtles Fund.

Income from Europe. Africa and the Middle East increased |
3% on the prior oorrespondlng period to $458 million. l
The drivers were strong cyclical revenues from structured

equity derivatives: products gains on the disposal of |
investments in Brussels Aimort and Argiva, and increased ;
corporate ﬁnance income assisted by the BAA pIcJGmpo
Femrovial SA transactlon These revenues made up for a

lack of performance fee income from the specialist funds,
which was egnlﬁcant in the prior comesponding penod i
Banking and F’ropeﬂys European income also increased +
due to the expansron of property investment management*
activities in the reglon including a-joint venture with |
Akeler in the UK. ! '

i




Intermnational income by region*
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continued .

l

1.4 Contribution by Segment r
Basis of preparation N
For internal reporting and risk management purposes, Macquarie is divided |nto six operating. Groups (the Groups)

The Groups do not meet the definition of a reportable business segment for the purposes of reporting in accordance
with AASB 114 ‘Segment Reporting’, as the Groups provide certain products to customers that have the same, or
similar, risk and return characteristics. !

The analysis below reports Macquarie's operating resutt in the four main segrne'nts that its activities.fall into: Asset.and
Wealth Management, Financial Markets, Investment Banking and Lending:

Segmient revenue, expenses and assets are thosé that are directly attributable to a segment or that have been allocated ¢
to the segment on a reasonable basis. Corporate expenses (ncluding staff proﬁt share) are allocated to segments based
on profit after income tax and before profit share. The canrying amount of certaln assets used jointly by segments is
dlocated based on a reasonable estimate of usage. : |

Contribution by segment

Investment Banking (41%) - | Assetand Wealth Managernent (29%) | “
Comprises corporate finance, Comprises distribution and manufacture .
advisory, underwriting, facifitation, - of funds management products ;

broking and real estate/ | !
property development .

]
!
'
!
i
Infrastructure, property &

other specialist funds
I

ME&A, acvisory and
underwriting

Retail and wholesale funds
management and private
client broking

‘ Commedities
Institutional stockbroking )
E FX, futures, treasury and debt markets

Financial products ;
Banking & securitised lending i '
Equrnent and other leasing Equity deriveti\.res
Property lending : :
Other lending ) ' I
. X ) _
|
[Lending (1096) Financial Markets (20%) .
Comprises banking activities, mortgages, © - - Cormprises trading in fixed income,. i
margin lending and leasing, as well as equities, currency, commodities and ’
lending undertaken by trading areas derivative products
|
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Segment results

R

E T,
:

Asset & Wealth Financial Investment
Management  Markets Banking Lending Total
: $m Sm $m $m $m

Half-Year Ended 30 September 2006
Profit and Loss
Total income 912 629 1,285 330 3,156
Total expenses (639) (437) (880) (257) (2,213}
Profit before income tax 273 192 405 73 943
Income tax expense 74 (19) (56) {20) {169)
Profit after income tax 199 173 349 53 774
Balance Shest
Total assets 10,865 48,002 15,637 38,133 112,637
Contribution
Contribution to total consolidated income (%6) 29 20 41 10 100
Haif-Year Ended 31 March 2006
Profit and Loss
Total income 622 447 873 291 2,233
Total expenses (496) (325) 625) (183) (1.629)
Profit before income tax 126 122 248 108 604
Income tax expense {38) (14) {4g) (30) {130)
Profit after income tax 88 108 200 78 474
Balance Sheet
Total assets 8,780 50,732 12,587 34,112 106,211
Contribution
Contribution to total consolidated income (%) 28 20 39 13 100
Half:Year Ended 30 September 2005
Profit and Loss
Total income 672 478 760 250 2,160
Total expenses (453) (308) {528) (188) (1,477
Profit before income tax 219 170 232 62 683
Income tax expense {66) (24) {56) (14) (160)
Profit after income tax 153 146 176 48 523
Balance Sheet .
Total assets 7,311 35,587 8,966 32,346 84,220
Contribution :

3 22 35 12 100

Contribution to total consolidated income (%)
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2.1 Interest Income

Half-year to Movement

Sep06 Mar06 Sep05 Mar06 Sep05

Sm  $m $m % %

Interest revenue 2082 . 1674 1,462 24 42
Interest expense (1,759) '(1,377) (1,167 27 50
Net interest income- 330 : 297 295 11 12
Adjustment for accounting for swaps B2 (57 (55) 44 49
Total interest income 248 .« 240 240 3 3

Net interest income for the half-year to 30 September 2006, after adjusting for amounts relating to the accounting for
swaps that are classified as trading income for statutory purposes, has increased 3% on the prior cormesponding period.

Whilst average volumes across all major interest bearing portfolios are wall up, apontractlon of et interest marging
combined with higher average non-interest bearing assets has kept the overall growth of net interest income to a more

moderate level.

The graph below shows the net interest income growth, before adjusting for amounts relating to the accounting for

swaps, over the past three years.

Net interest income
$ million half-year

350

o
2H 2004
1H 2005
2H 2005
1H 2006
2H 2006
1H 2007

* For periods prior to the 2005 frnandial year, previous Australian

accounting standards did not require the consolidation of mortgage
secuntisation and other spedal purpose vehides.

Macquarie Bank Limited Result Announcement 30 Septernber 2006

e

Current accounting standards for derivative financia
instruments impact trading income and interest income
due to complex hedge designation and effectiveness
rules, which must be met for hedge accounting to be
applied to the Banks derivatives hedging interest rate risk
(especially swaps) Under previous Australian accounting
standards, internal derivatives were treated as a hedge
and the interest on the swaps was included in either
interest income or expense depending on whether an
external interest beanng asset or liability was being
hedged. Under cunent accourting standards, these
internal denvatrves are carried at fair value through tracding
income so that both sides are being eliminated and only
external denvatv% can form part of a hedge relationship.
For most loan portfohos we have not sought to meet the
hedge aocounnng rules due to their complexity and
inability for the MIPS to be a hedge item.




Analy;sis of net interest margins
Half-year to Sep 06

13y

W E

Half-year to Mar 06

Half-year to Sep 05

; Interest  Volume Spread Interest  Volume  Spread Intarest  Volume  Spread
H $m Sm % &m ${T‘l % $m $m %
Loan Ia&‘;s:\ets 214 17326 246 221 15,480 2.86 185 13668 289
Mortgages 85 20918 0.52 51 18,796 0.54 46 16,965 0.54
Interest bearing trading A
assets and other
securities 71. 26,328 0.54 45 19,315 0.47. 34 15169 0.45
Total i:nterest ' '
bearing assets ‘ 340 317 265
Noninterest ‘
beanng assets - 92) {77) (25)
Totat interestincome 248 240 240

K i

For the purpose of analysing net interest margins the impact of accounting for swaps used for the hedgmg of

mterest rates, whichis included in trading income for statutory purposes, has been deducted fiom net interest income.
This aJIows for a more accurate analysis of net interest margins. ‘Refer to section 2.3 for details of the impacts of '
accoun‘ung for swaps on trading income.

Where appropriata, prior period balances have been restated to conform with changes in presentatlon in the

curent pericd.
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Loan assets

Net interest on average loan assets has increased 16%
on the prior comesponding period to $214 million, driven
by a 27% growth in average lcan assets. The growth in
loans assets has been particularty strong in margin and
equities lending, which is aimost double the prior
comesponding period at $5.4 billion.

The growth of net interest income from loan assets has
been constrained by a contraction of net interest margins.
Margins have fallen over the same period by 23 basis
points largely due to increased competition in the banking
and margin lending markets, combined with lower inertia
and asset realisation income from the leasing portfolio.

As illustrated by the graph below, the average net interest
spread on loan assets has contracted over the past three
years as market competition has increased. However,
continued strong growth in average volumes has driven
an overall increase in net interest income from loan
assets over time.

Comparison of loan asset volumes and spreads
Half-year

Volume {average $ billion) m —@— Spread (bps)

25 00

20 400

0 § §
Y I3

I L

o =

2H 2005
1H 2006
2H 2006
1H 2007
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Mortgages ( -

This margin is after broker commissions and-loan
origination costs, Net interest income on mortgage assets
is up 20% on the:a prior comesponding period to $55 miflion
due to a 23% increase in average loan assets. There was
no significant ch::ange in the margin compared with the
prior conespondling peniod.

:
H




Interest bearing trading assets and other securities
Interest income from interest bearing trading assets and
other securities for the six months to 30 September 2006
is $71 milion, more than double the prior comesponding
period. The increase is due to significant growth in the
portfolio, with average volumes up 74% to $26 billion.

The balances of securities purchased under resale
agreements trading portfolio assets, foreign currency loan
assets and deposits with clearing houses are all well up
on the prior corresponding period.

In addition to growth in average volumes is an increase

in the average net interest margin on these positions from
45 basns points in the prior cormesponding period to

54 basis points for the haif-year to 30 September 2006.
The improved margin is largely a resutt of underlying
Uading strategies, with the foreign exchange business
mcreas:ng the use of foreign currency loans and deposits
for hedglng which generate a higher net margin. Further
detajls on the operations of the foreign exchange business
are set out in section 2.3. '

P
g

Non-interest bearing assets

The funding expense associated with non-interest
bearing assets has increased significantly on the prior
comresponding period to $92 milion for the six months to
30 September 2006. The increase is mainly due to an
increase in equity investments and assets and disposal
groups held for sale over the same period and general

business growth. In-May and June 2006 the Bank raised

in excess of $700 million of ordirary share capital,
which reduced the overall funding cost of non-interest
bearing assets.
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2.2 Fee and Commission Income ;
Half-year to Movement

Sep06 Mar06 Sep05 Mar06 Sep05
Sm $m $m % %
Funcls management 350 | 324 444 Y 1)
Mergers and acquisitions, advisory and underwriting 603 491 422 23 43
Brokerage and commissions 3 {243 198 32 62
Financial products % 1 54 large 39
Banking, lending and securitisation 18 13 24 38 {25)
Wrap and other administration fee income 50 ' 52 47 {4) 6
Other fee and commission income 20 | 62 55 (68) {64)
Fee and commission income 1,437 1,198 1,244 20 16
‘ .
Net fee and commission income Funds mmagement
$ million half-year Funds management fee income includes base

fees, which are ongoing fees gererated from funds
management activities, and performance fees, which i

1500 are only earned when funds managed by Macquarie
=50 outperform a predetermined benchmark. Pesformance

fees are recogrised when Macquarie becomes entitied
1000 to the fees.

750

2H 2004
1H 2005
2H 2005
1H 2006
2H 2006
1H 2007
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The table below shows the split of funds management fees between base and performance fees by fund type.

i

i Half-year to : Movement

b Sep06 Mar06 Sep05 Mar06 Sep05

v : $m $m $m % %
Base fées _ . :
Spec:ahst Funds 199 174 172 14 16
Funds Management and Financial Services” 122 123 99 (1) 23

, _ _ _ . 321 297 271 g 18
Performance fees - :
Speclahst Funds 18 21 169 (14) (89)
Funds Management and Financial Services 1 3] 4 83 175

s ‘ 29 27 173 7 (83)

Total funds management fees - 350 324 444 8 1)

* Base feas for the six months 10 30 Sepleriber 2006 above inciudé an adjustment of approximately $8 million refating to equity accounting of Macquarie

managed funds in the True Index funds managed by Macquarie Life and consolidated under AIFRS. If this amount is exdluded, total base fees woutd be
appro:amatety$329nﬂm a21% increase on the prior corresponding period.

OveraJI funds management fees for the six months to 30 September 2006 are down 21% on the prior
comesponding penod This is due to underperformance of the specialist funds compared to relevant benchmarks.
Performance fees from thase funds dre down $151 million, or 89% on the six months to September 2005, Base fees,
which are up 18% on the prior corresponding penod to $321 million, continue 10 trened the growth in AUM, as
demonstrated in the graph-below. .

i

! L
Base fees and AUM growth _ Significant base fees from listed specialist funds for the

Half-year ended » six months to 30 September 2006 include:
AUM($ billion)m - ~—— Base Fees {$ million) )

b Fund Base Fees

| . - Macquarie Infrastructure Group $44 million
180 350 o "
= A Macquarie Airports:~ +° $26 million
0 300 Macquarie European Infrastructure Fund $15 million
120 Macquarie Communications

‘ Infrastructure Group $14 million

100 ‘ ' Macquarie Infrastructure Compary $10 million

Performance fees for the six months to 30 September
2006 totalled $29 million, down 83% on prior
comesponding period. Significant performance fees for the
six months to 30 September 2006 include:

0 B n W . B 0  Fund " Performance Fees
T T I T I T Macquarie Media Group million
‘ Macquarie Leisure Group $8 million

‘Funds Management and .
Financial Services o %11 milion

i

For further details of base and pewfortnance fees, refer to
section 53.
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contunuea

Mergers and acquisitions, advisory and underwriting
Fee income from mergers and acquisitions, advisory and
underwriting is up 43% on the prior comesponding period
to $603 million for the half-year to 30 September 20086.
Investment banking conditions were favourable during the
period with strong mergers and acquisition activity and
good equity capital market activity in Austrafia. Deal flow

was strong with some large transactions being cormpleted,

including the initial public offering of Dyno Nobel.

Macquarie's leading market position was maintained.
Over 90 deals valued at over $54.7 bilion contributed to
Macquarie’s No. 1 position in Australian equity and equity
refated league tables.

Significant transactions completed during the six months
to 30 September 2006 included:
—AS| Holdings (AIR-senv)
—BAA/Ferrovial
—Boart Longyear
—Dyne Nobel (PO)
—European Vehicle Safety Holdings
— Indiana Toll Road
—Macquarie Geodman Hong Kong Wholesale Fund
~Sydney Roads Group (PO) '
—Taiwan Cable TV
—Western Silver Corporation
~-Wotif.com (PO).
Brokerage and commissions
Brokerage and commissions income predominantly
includes transaction related fees from stockbroking

sarvices provided to retail and institutional clients offset
by fees paid in relation to trading commissions.

Brokerage and commissions income is up 62% on the
prior comresponding penod to $321 million. The majority
of brokerage and commissions income is derived from
Macquarie Securities institutional stockbroking operations.

Income from the Australian institutional stockbroking
operations is well up on the prior comesponding period,
driven by increased market turnover whilst maintaining

a strong market share. In Australia, Macquarie Securities
combined with Macquarie Equities Limited {retail
stockbroking) is ranked No. 1 for stock broking.

Macquarie Bark Limited Result Announcement 30 September 2006

tncome from the Asian institutional stockbroking-
operations is very strongly up on the prior comesponding
period. Whilst market share increased in some key
markets, stronger market tumover compared with the
correspanding penod was the key driver of income
growth. However there have been recent signs of volumes
falling in Asian m{arkets

The Macquarie Securrhes business has commenced
further expansron outside its traditional Asia-Pacific base
with a joint venture Macquarie First South Securrtres
launched in South Africa in August 2006.

Fees paid in re!atron to equity derivative markets
transactions are down on the prior cormesponding period
due to lower volumes in Asia largely caused by increased .
competition in equrty derivatives in Hong Kong.

Financial products

Income from ﬁnancraJ products is up 39% on the prior
coresponding penod to $75 milion with continued
diversification of retari products in Australia, the US and
Europe. Inciuded in this category are all fees generated
through arrangrng cross-border leases and other financial
product transactions.

The cyclical natu}e of much of this business tends to
produce stronger first half resuits.

Banking, Iendin'g and securitisation

Income from bankrng, lending and securitisation includes
fee income from mortgage securftisation vehicles, lending
activities and transactron fees.

The reduction on the prior oorrespondrng period is largely
duetoa reducnon in fees eamed by Macquane Capital
during the half, '

Wrap and other: administration fee income

Wrap and other administration fee income is up 6% on the
prior comesponding period.

The majority of income in this category is generated from
assets under administration, including the Wrap platform,
which was $21 2 bilion at 30 September 2006.

Other fee and comm:ssron income

Other fee and oornrnrssron income includes royatty income
from joint venture;s and business allances, property
development project management fees and other fee
related income. '

The decrease on the prior corresponding period relates
to a reduction in royalty income from equity market
and treasury and commodity joint ventures and
business allrances
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2.3 Trading Income

' Half-year to Movement

j _ Sep06 Mar06 Sep05 Mar06 Sep05

1 L $m $m $mi % %
Equrtles 341 240 286, 42 19
Commodmes 19 132 65 {10) 83
Fore|gn exchange 47 84 a8, {27) (47}
interést rate products 52 22 65 136 (20)
Net tradlng income 558 458 504 22 11
Revaluahon of derivative instruments {21) (4) 30 farge {170)
Accounting for swaps 82 (57} (55) 44 49
Total trading incomé - 456 397 479 15 5

Net trad:ng income, before acoounting for. swaps and

the revaluation of derivatives, for the half-year to

30 September 2006 is up 11% on the prior corresponding
penod to $559 milion. Maost trading income is generated
from client transactions and arbitrage activities, rather than
any outnght propnetary trading.

The growth of total. tradlng income over. the past three
years is reflected in the graph at right.

A oomplete representation of Macquarie's trading activities
is not shown by the composition of trading income set out
above because it echudes interest revenue and expense,
brokerage and commlss»on revenue and expense, and
operat:rg costs of frading activities. To obtain a complete
view of the performance of Macquarie’s trading activities,
tradii ing income should be considered in corjunction with
these other income and expense items. "This is largely
achieved through the analysis of segments in section 1.4,
mere the trading activities of the Bank are amalgamated
in the Financial Markets segment.

[
!
+

1
|
|
|
!‘-
|
|
|
|

Total trading income -
$ million half-year

500

2H 2004

1H 2005

2H 2005

S
I.

2H 2006
1H 2007
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Equities

Equities trading income for the half-year to 30 September
2006 is up 19% on the prior comesponding pericd to
$341 million despite weaker trading conditions in some
regions. The combination of expanding geographic and
product diversities of the equities trading operations have
been the main drivers of this growth.

Whilst market indices held up well during the period,
volumes and volatiliies in some key regions, including
many markets in Asia, declined from the levels experienced
in late 2005. Such conditions were particularty evident in
Hong Kong, which also experienced increased
competition, and resulted in substantially lower income
compared with a very strong prior corresponding period.
The Austrafian business continued to perform well with
strong market positions maintained in key products and
through new products launched during the period.

The contribution from international equity structured
transactions was well up-from the prior corresponding
period. Larger transaction volumes in a number of
geographic markets drove the increase, particularly across
Europe where the business benefited from good cyclical
revenues in the first quarter.

The contribution from trading in equity derivatives in

the US and Eurcpean markets was ahead of the prior
comesponding period. This was due to increased sales
of equity linked and taflored intemational collar products
in these undertying markets to the Australian and

Asian customer base and arbitrage trading over

global equity markets.

Despite strong increases in trading income, the
contribution of the overall Equity Markets business is only
slightly up on the prior corresponding period. This result is
mainly a result of the operating conditions in Asia where
increased competition is having a negative impact on fee
and commission margins. in addition, headcount growth
of 29% as the business continues to grow and diversify
has increased operating expenses.
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Commodities l

Commocdities tradlng income is up 83% on the prior
corresponding penod to $119 miflion for the six months
to 30 September, 2006, benefiting from strong global
commodities mal'ikets.

Gold prices continued to increase early in the half,
reaching historic hlghs in May before coming back
somewhat at September 2006. Overall gold prices during
the half rernalned well above the prior comesponding
period. Other base metals trading continued to benefit
from favourable pnoe movements over the half, mainty
in copper and aluminiurm.

Energy prices have generally weakened across the
beard since Mamh 20086, with the biggest falls seen

in natural gas, crude oil and unleaded gasoline. Such
conditions prowded a profitable trading ervironment
for the Macquane Cook Energy business, which was
acquired in November 2005 and provided a significant
trading revenue contribution.

The agricuttural market experienced mixed results during
the half with the sugar price continuing to fall. Wheat |
prices have however strengthened due to drought in US !
Midwest and extended dry periods in Australia and India

leading to a fall in 'wheat stock supplies. '

For the energy trad:ng business, the overall contribution to*
the result is &Jbstantlally up on the prior corresponding

period due to the' realisation of an interest in an oil and gas
asset in North Arnenoa The profit from this realisationis
reported in asset and equity investrnent realisations and ¢

- other income, Refer to section 2.4 for further details.

Foreign exchange

Foreign exchange trading income was down by amost
half from the pnorI comesponding period to $47 milion.
The principal driver is a change in hedging strategies. In
the prior oorrespondlng period hedging was principally
through the use of derivatives, which are caried at fair
market value, and any changes in the fair market value are
reported as tradmg income. However, in the six months to’
September 2006, the business has increased the use of
fareign curmency Ioans and deposits for hedging, the

income from wh1c|h is reported as net interest income.

Cn the whole, the contribution from the business is down
on a very strong pnor corresponding period as market
volatility has been lower than recent averages. This has
led to a reduction in derivative volumes.




Interest rate products

The mam contributor to interest rate products
tradlng income is Treasury and Commodities’ Debt
Marke’ls division.

The dwlsaon s total income was up on the prior
conespondlng period. Increased levels of local and
mtematlonal oorporate activity and successful frading
actvrhes all contributed, however a change in trading:
strategles resulted in a lower contribution from trading
nncome offsetby a hlgher oonmbutlon from net
mtelest income.

Accountmg for swaps

As discussed in the analysis on interest income

(eec:taon 2.1), cumrent. accounting standards require internal,
denvatwes hedging interest rate risk {especially swaps)

to be caried at fair value through trading income so that
both s:des are belng eliminated and only external
denvatlves can formipart of a hedge relationship. This has
the effect of distorting the analysis of net interest marging
and tradlng income (especially interest rate- products).

For the analysis of tradlng income presented here the
amount relating to the accounting for interast rate swaps,
Wthh is included in.trading income for statutory purposes,
has been identified and-reported separately. This amount
is ancorporated in the: analysis of net interest margins in
secnon 2.1,

iy

Revaluation of derivative instruments

The Profit and Loss volatility from fair vatue revaluations
and all cash flows of all derivatives that do not form part
of a qualifying hedge refationship are classified as trading
income. The main-impact of this relates to derivatives
used to hedge the MIPS hybrid instrument, which do not

have an offsetting revaluation of the hedged securities as -

they dre treated as equity for accounting purposes.

These impacts have been reported separately from other
trading related income to remove the distortion created by
the accounting treatment from the analysis of Macquarie's
trading operations.

For the six months to 30-September 2006, Profit and -

Loss volatility on derivatives used to hedge the MIPS

hybrid instrument was an expense of $8 mition (for the
six months to 30 September 2005 the amount was
income of $34 miflion) and the volatility on other interest
rate derivatives was an expense of $13 million {for the
six months to 30 September 2005 the amount was an
expense of $4 milion).
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2.4 Asset and Equity Investment Realisations and Other Income

Half-year to Movement
Sep06 Mar0O6 Sep05  Mar06 Sep05
$m = $m $m % %

Profit on sale of investment securities available for sale 114 52 48 118 138
Profit on sale of associates and joint ventures 501 23 55 large large
Net income/floss) from businesses held for sale 42 2 {16) large large
Gain on deconsolidation of controlled entities - 125 3 {100) {100)
Share of net profits of associates and ioint ventures
using the equity method 99 133 39 {26) 154
Dividends/distributions received/receivable from investment securities 38 27 15 41 153
Provision for diminution of equity investments, investments
in associates and avaifable for sale securities (3) {(25) — (88) na
Collective allowance for credit losses 3 (10} {1 {70) 200
Specific provisions for credit losses {8) (17) & (53} -
Cther income 153 37 7 large large
Asset and equity investment realisations and other income 933 ! 343 142 172 large

Asset and equity investment realisations and other income
inciudes profits from the disposal of equity investments,
including investments in associates and other securities,
equity accounted-income and movements in provisions
for credit losses and provisions for diminution of equity
investments. The perfoomance of this income category

is largely dependent on profits generated through the
realisation of assets and equity investments, and the
undertying performance of those investments.

Total income is up substantially on the prior comesponding
period to $933 mifion. The half-year to 30 September
2006 includes the gain from the sale of the Bank's
invastrment in MGQ of $302 million. Excluding this gain,
total income is $631 million, still substantially up on the
prior cormresponding period. income over the past six
half-years is shown in the graph at right.
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Profit on sale of investment securities available for sale
Net profit on sale of investment securities is up 138%
on the prior corresponding penod to $114 million, driven
by garns from the disposal during the half-year to
30 September 2006 of investments that included:

—Bru]ssels lntemanonal Airport Comparny SA
—Ma?quane UK Broadcast Ho1d:ngs {Arqgiva)

—Sydney Futures Exchange.
Profit on sale of associates and joint ventures
Proﬁt on sale of assocrates and joint ventures for the
han -year to 30 Septernber 2006 amounted to $501 million,
and included the $302 milion gain-on sale of the Bank's
rnvestrnent in MGQ. Excluding the gain on sale of MGQ,
|noome is up 262% on the prior corresponding period. The
mcrease is a resutt of proﬁts from the sell-down of equity
mvestments that |ncluded '

—CH4 Gas

—Dyr)o Nobel

—RPiData Pty Limited

—Smart Salary Pty Limited.
Ne:t ihcomel(loss) from businesses held for sale
Net income from businesses held for sale is $42 milion,
up from the prior-comesponding period's net loss of
31 6 miion. The following businesses held for sale were
the main contributors:

—lIsle of Man Feries

] . '
—Macquarie Small Cap Roads
—Smarte Carte.

GaJn on deconsolidation of controlled entities
Dunng the half-year to 30 September 2008, there was no
ga:n on deconsolidation of controlied entities.

Share of net proflts of associates and joint ventures
usrng the equity method

Thls includes equity accounted income from investments
™ in spec:ahst funds where Macquarie is bath the fund
manager and has an equity investment in the fund, as
well as other equity investments where Macquarie has
srgnrﬁcant mﬂuence

Equsty accounted income for.the half- year to
30 September 2006 increased 154% on.the prior
oorrespondlng period to $99 million.

The strong rncrease on the prior corrasponding penod

iS due to increased contribution from investments in
Macquane Airports, Macquarie Communications
Infrastructure Group, Macquarie Intemational Infrastructure
Fund Macquarie CountryWide Trust and Macquarie Cffice
Trust together with equity accounting of new funds such
as'Macquane MEAG Prime REIT.

Dividends and distributions received/receivable

from investment securities

Dividends received/receivable for the half-year to

30 September 2006 is $38 million, up 153% on the prior
comesponding period. Significant distributions were
received from Argiva and various property trusts, including
Macquarie DDR Trust and Macquarie ProLogis.

Provision for diminution of equity investments,
investments in associates and available for sale
securities

This redates to moverments in provisions against equity
investments. The provision expense for the hall-year to
30 September 2006 was not material at $3 milion.

Collective allowance for credit losses

The collective allowance for credit losses is intended

to cover the inherent risk of loss $hat may arise from the
non-recavery of amounts receivable or contingent
exposures. Macquarie's policy on collective allowance for
credit losses is based on an incurmed loss model apphed

"to loan assets, which recognises a-provision where there

is objective evidence of impaimment at each balance date,
and is calculated based on the discounted values of
expected future cash flows.

Specific provisions for credit !osees

The specific provision expense for the half-year to

30 September 2006 remains in line with the prior

corresponding penod Total specific provisions as a
percentage of gross loan assets at 30 September 2006
is 0.13%.

Other income '

Other income includes income from asset sales, operating
leasing activities and operating income from subsidiaries
with non-financial services businesses. Other income for
the half-year to 30 September 2006 increased significantly
from the prior comesponding period to $153 milion, due to
profits from the: sale of net profit interests, including a large
US ol & gas interest. Other increases are due to income
from operating leasing activities.
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2.5 Operating Expenses :
Half-year to Movement
Sep06 Mar06 Sep05 Mar06 Sep05
$m Em $m % %
Employment expenses
Salary, commissions, superannuation, :
performance-related profit share {1,678) (1,144) (1.070) 47 57
Share based payments (35) P34 (19) 3 84
Provision for annual leave 12 @ (10 large 20
Provision for long service leave (5) [#d] (5) 150 -
Total compensation expense {(1,730) {1,182) (1,104) 46 57
Other employment expenses including on-costs, .
staff procurement and staff training an - (55} {66) 40 17
Total employment expenses {(1,807) (1,237) (1.170) 48 54
Occupancy expenses (100) 80y (59 25 69
Non-salary technology expenses {76) B7) 61} 13 25
Professional fees, travel and communication expenses (124) (144) (83) {14) 33
Other operating expenses (106) (101) ©4) 5 13
Total operating expenses (2,213) (1,629} {1,477 36 50
. % % %
Compensation expense/total income - - - 54.8 52.9 51.1
Other expenses/total income 153 200 17.3
Total expenses/Aotal income 70.1 729 68.4
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Total operating expenses are $2,213 milion, up 50% on
the prior comesponding period. The increase can be
aftributed to increased compensation expense, which is
up 57% on the prior comesponding period.

ﬂmel‘g(ovvth in compensation expense is due to a
combination of increased headcount, which is up 26%
from 30 September 2005; and the strong growth of net
profit before tax combined with an improved return on
equity and lower effective tax rate.

A consequence of Macquarie’s continued intermational
axpansion is an increase in office space being occupied
glob:ally, much of which is located in main financial centres
including Hong Kong, Korea, London and Sydney.

" Increase in global headcount and higher rent in these

locations contributed to higher occupancy expenses of
$100 million for the half-year to 30 September 2006,

Desbiie the increase in total operating expenses,
the expense to income ratio for the six months to
30 September 2006 was 70.1%, which remains
comparable to the prior comesponding period.

The expense to income ratio for each of the past six
half-year periods is depicted in the graph at right.

“&,.' -
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Headcount

Headcount includes both permanent staff (full time, part time and fixed term hires) and contractors {consultants,
contractors and secondees). tt excludes temporary staff, staff on leave without pay and staff on parental leave.
Headcount figures include employees of Macquarie Group controlled entities, except where the entity is acquired
with the intention of disposal (.e. businesses held for sale). |

Total headcount increased 26% on the prior comesponding period to 8,986 staff at 30 September 2006. A breakdown
of headcount by Group is shown in the table below.

Headcount by Group
As at % Movement

Sep06 Mar06 Sep05 Mar06 Sepos

Operating Groups

Investment Banking ; :
Comorate Finance {ncluding Investment Banking Funds) 1,392 ;1,235 1,005 13 39
Macquarie Securities : 671 684 618 2 g
Financial Products 191 165 145 16 32
Macaquarie Capital 316 298 269 6 17
Total Investrnent Banking 2,570 b 2,382 2,037 8 26
Treasury and Commodities 537 500 421 7 28
Banking and Property 1,406 1,238 1,118 14 26
Equity Markets 433 393 335 10 29
Financial Services : : 1,288 - 1,182 1,122 9 15
Funds Management 208 | 183 177 14 18
Total headcount - operating Groups 6,442 5,878 5210 10 24
Total headcount — service areas 2,544 2,305 1,915 10 33
Total headcount at end of period 8,986 . 8,183 7.125 10 26

Al Groups across the Bank experienced growth in stalf numbers, with most Groups increasing headcount by more
than 20% on the prior comesponding period. Service areas experienced a greater increase in headoount compared 1o
operating Groups, up 33% on the prior comresponding perod. This increase was mainly driven by the Information
Services and Risk Management Groups where headcount increases on the pnor corresponding period were 42% and
41% respectively, and were the resutt of establishing additional infrastructure systems and risk management support for
the growing operating Groups.

Macquarie continued its global expansion during the half with the rate of mtemanonal headcount growth more than two
and a half times that of Australian headcount growth. The table below shows the frend across regions.

Headcount by region

‘As at % Movement
Sep06 Mar06 Sep05 Mar06 Sep05
Regions .
Australia 5,980 5,666 5,088 6 18
International _: .
Americas 828 663 512 25 62
Asia-Pacific ' 1,424 1,206 1.012 18 41
Europe, Africa and Middle East 754 648 513 16 47
Total headcount - International 3006 2517 2,037 19 48
Total headcount at end of period 8,986 ) 8,183 7.125 10 26

Intemational headcount has increased 48% since September 2005 to 3,006 staﬂ‘ an increase of 969 staff in ofishore
locations in the past 12 months.

All regions experienced strong headcount growth, however growth was strongést in the Americas. Headcount in Canada
and the US increased 91% and 58% on the prior comresponding period respectively, where the acquisitions of Macquarie
Cook Energy (US) in Novernber 2005 and Cervus Financial Corp (Canada) in July 2006 were the significant contributors.

Macqguarie Barik Limited Resuit Announcement 30 September 2006
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26 Inoome Tax Expense
Macquanes effective tax rate for the six months to 30 Septernber 2006 was 18.8%.

The! effective tax rate reflects income tax expense as a percentage of profit before tax attributable to ordinary equity
holders. This calculation is shown below,

Half-year to
Sep 06 Mar 06 Sep 05
: , $m &m $m
Profit before income tax 943 - 604 683
Less Macquarie Income Securities (15) (14) (15)
Less Macquarie Income Preferred Secunt]es (26). (25) (26)
Less Minority Interest (3) {n -
Proﬁt before income tax attributable to Ordunary equity holders 899 564 642
'Tax expense ' } _ ) r_169 ‘ 130 180
’ : ) % . 9% A
Efre'cﬁvetaxrate . - - o _ 188 230 " 249

The effectwe tax rate differs to the Australian company income tax rate because of permanent duﬁerences arising from
the i 1ncome tax treatment of certainincomes and expenses, as well as income tax rate drh‘erentlals on some of the -
moome earmed offshore and the non-deductibility of certain expenses, including employee optlons expense and interest
pay{nents made under the Macquarie Income Securities (MIS). A reéonciliation of the Australnan company income tax
rate t0 Macquanes effective tax rate is shown below.

‘ Half—year to

! Sep 06 Mar 06 Sep 05

i ) ‘ % . . % %
Australian company income tax rate 30,0 30.0 30.0
Rate differentia) on offshore income (12.8) {9.0) (5.9)
Non deductible distribution paid/provided on MIS - 0.5 0.8 0.7
Non deductible options expense 1.2 1.8 0.9
Other items {0.1) {0.6) {0.8)
Effective tax rate . i 18. 8 230 24.9

The growth of Macquanes international activities is evidenced by the larger impact of income tax rate differentials
ansmg from income generated offshore. This was particularty significant for the half-year to 30 September 2006, as
re\nousty foreshadowed.

t
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2.7 Eamings Per Share .
Half-year to Movement
Sep06 Mar06 Sep05 Mar06 Sep05
cents _oents cents % %
Basic sarnings per share _ 300.9 11876 2129 60 .41
Diluted earnings per share 289.5 { 179.3 2035 61 42

Basic earnings per share (EPS) is calculated as earnings divided by the weighted '_average nurmber of shares on issue
for the peried. Eamings, for the purpose of the EPS calculation, is the Bank's profit after income tax attributable to its
ordinary equity holders. ‘_

Diluted EPS is calculated as earnings divided by the total weighted average number of ordinary shares and.-dilutive
potential ordinary shares.

The only source of dilutive potential ordinary shares for the Bank are share options issued to senior staff in accordance

with the Employee Option Plan. The MIS and MIPS are not convertible to ordinan) shares and do not affect the
calcutation of diluted EPS.

Employee options are deemed to have no impact on diluted earnings, however it does impact the weighted average
number of shares used in the calculation of diluted EPS, as explained later in this section.

Half-year to

Sep 06 Mar 08 Sep 05

Shares Shares Shares
Weighted average number of shares
Fully paid ordinary shares 242,598,050 231,348,434 226,346,261
Dilutive potential ordinary shares:

Options 9,517,302 ' 10,715,833 10,563,306

Total weighted average number of ordlnary shares i
and potential ordinary shares used in the calculation : :
of diluted earnings per share 252,115,352 , 242,064,367 236,909,566

Fully paid ordinary shares

The weighted average number of ordinary shares used in the calculation cf bas:c EPS is determined by time-weighting
individual movements in the number of fully paid shares on issue as ssummansed= in the table below. There were no partly
paid or contingently issuable shares on issue during the period.

Summary of movements in number of shares

Half-year to Sep 06 Half-year to Mar 06 Half-year to Sep 05

Time- Time- Time-

Total Weighted Total - Weighted Total Weighted

Shares Shares Shares Shares Shares Shares

Cpening balance 232,440,369 232,440,369 230,319,417 230319417 223,683,502 223,683,592

s z e
Shares issued pursuant to: :

Capital raising 10,606,061 7,650,274 - - - -
Exercise of options 4,975,546 1,699,498 1,704,291 ' 788,441 5,502,652 2,092,986
Dividend Reirvestment Plan 1,523,326 732,528 396543 . 230,954 1,133,173 569,683
Employee Share Plan 137,947 75,381 20,118 ! 8,622 — —
Closing balance 249,683,249 242,598,060 232,440,369 931 348,434 230,319,417 226,346,261
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Potential ordinary shares
The Bank has an Employee Option Plan (the Plan), which was introduced in December 1995 as a replacement for the
Bank's now closed partly paid share scheme.

For the purpose of caleulating diluted EPS, coptions issued pursuant to this Plan are classified as either diutive or non-
dtlutlve (dilutive optlons are those which have an exercise price less than the average market price for the period). Only
dilutive options have an impact on diluted EPS. Its impact on the weighted average number used.in this calculation is
determined by quantifying the dilutive component of each option and time-weighting this component for the proportion of
the period for which the option was on issue. The dilutive component represents the difference between the number of
sharec that would be issued at the adjusted exercise price and the numnber of shares that would have been issued at the
average market price based on the actual proceeds.

Each diutive opnon tranche is therefore split into two notional components:

—-a component for which consideration is the ful average market price (non-dilutive component — this is excluded in

calculanng diluted EPS)

—a oornponent for whnch no consideration is provided (dilutive component).

!
Only this dilutive component, appropriately time-weighted, is included in the weighted average number of shares used in
the calculation of dilted EPS.

A§ share based oewnent expense is recognised for this Plan, it is also necessary to adjust the exercise price in
caqulatlng dllu‘uve EPS. The adjusted exercise price is calculated by increasing the exercise price:by the fair value of
ser\nc&; to be provnded by the employee over the remaining vesting period.

Dllutlve impact of options (time-weighted)
The table below breaks the time-weighted number of options on issue for each period into dilutive and non- dllutrve
opt»ons Dilutive options are further classified into a dilutive component and a non-dilutive component.

Half-year to

0 Sep 06 Mar 06 Sep 05

i . Options Options ‘ Options
Dilutive Options:

Dilutive: oornponent (no consideration) 9,517,302 10,715,933 10,563,305
. Non-dilutive component {average market price} 18,983,682 @ | 20,530,774 15,636,431
Total number of dllutlve options {ime-weighted) 28,500,884 31,246,707 26,198,736
Nori-dilutive othOns 4,729,317 741,290 3,337,081
Total number of options {ime-weighted) 33,230,201 31,987,997 29,536,817

‘ $ $ $
Average market price for period 65.46 65.36 56.35

|

|

i
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2.8 Dividends _
: - - Half-year to
Sep 06 | Mar 06 Sep 05
Cents  Franking Cenis  Franking Cents  Franking
per share % per share % per share %
Dividends to ordinary " ‘
shareholders 125 100 125 100 90 a0
$m $m $m
Aggregate amount of :
interim/final ordinary dividend 312 290 208
% % Co% . T
Payout ratio 427 66.8 - 43.2

1
The ordinary dividend for the half-year to 30 September 2006 has increased by 35} cents over the prior comesponding

period to 125 cents per share, an increase of 39%. The ordinary dividend will be franked at 100%.

The Bank’s dividend policy is, to target a full-year payout ratio between 50% and 60% In the short term, the Bank
expects dividends to be fully franked, and subject to future composition of i moome a franking rate of at least 80% is

axpected in the longer term.

Macquarie Bank Limited Fesut Announcement 30 September 2006
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As at . « . Movement

™ ‘ " Sep06 Maros SepQs  Mar06 Sep 05
Note $m $m $m % %
Capital Base ,
Tier 1 Capital
Ordlnary share capital 2,889 1,908 o182 57 © 58
Retalned eamings = ‘ 1 2,434 1,893 1,488 29 64
Hesewes o 2 17 — — n/a n/a
Macquarie Income Securities - 391 391 391 _ - . =
Macquarie Income Preferred Securities . 3 869 579 456 50 91
Outside equity mterests 4 2 -1 — 100 na
APRA AIFRS transitional refief 5 214 - - . na /a
Total Ter 1 Capital bisfore Tier 1 Gapital Deductions 6,916 4772 . 4180 ' 45 66

Tier 1 Caprta] Deductrons
Equity investments in entities not in the

"y

fiedd of finance 7 (1,090) 819 {781) 33 4
Intangibles _ 8 (531) (283) (294) 88 81
Net future incomeé tax benefit 9 (347) (114) (96) 204 - 261
Other Tier 1 Capltal Deductions 10 (76} — - n/a ' rva
Total Tier 1 Capital * : 4,872 3,556 2,985 37 ' 63
Tier 2 Capital ’ : . 2
Macquane income Preferred Securities - 261 345 (100) {100)
Genera) provision for credit losses 11 142 106 85 34 60
Term subordinated debt 13 2,166 1,381 1,322 57 64
APRA AIFRS transitional refief : 5 {66) - — va /a
Other Upper Tier 2 Capital - 12 74 — — Aa na
Total Tier 2 Capital - 2316 1,748 1756° - 32 32
Total Capital Deductions 14 (1,348 (1,239 (935) '9 44
Total Capital - ) 5840 4,065 3810 44 53
Risk-Weighted Assets 36,836 28,751 23,089 28 60
. }
' % % % :
Tier 1 Capital Ratio . 13.2 12.4 129 !
Tier 2 Capital Ratic 6.3 6.1 76
Total Capital Deductions {3.6) 4.4 (4.0) :
Total Capital Ratio | . 15.9 14.1 16.5 :

The Banks capital n'ianagement policy is to be conservatively capitalised and to maintain diversified funding sources
in order to support business initiatives, particularty specialised funds and offshore expansion, whilst maintaining
oounterparty and client confidence. Capital initiatives undertaken by Macquarie during the half-year to 30 September
2008 included a $696 million private placement (net of $4 million of placement fees) in May 2006 combined with a
share purchase plan of ordinary share capital in June 2006, and the reintroduction of the Dividend Fielnvestment Plan
(ORP) discount.

APRA have required that Banks report their capital ratios under the revised AIFRS rules from 1 July 2008, and have

! provnded certain trans:tlonal capital relief to assist with this transition. Prior periods in the above and followmg tables
ae reported on an AGAAP basis consistent with the applicable rules at the time. Note;, however, that the adoption of
AIFRS for capital reporting purposes had a minimal impact on Macquarie's net capital position. This is discussed
furthe;r overleaf.
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The Tier 1 Capital ratio of 13.2% at 30 September 2006
maintains a buffer in excess of the Group’s minimum
acceptable ratios. Tier 1 Capital before deductions
increased by $2,144 milion since 31 March 2006 due to
the May 2006 capital raising of $696 million; orgaric growth
through retained eamnings; and shares created through the
DRP and the exercise of employee options. Furthermore,
an additional proportion of Macquarie Income Preferred
Securities (MIPS) was able to be classified as Tier 1 Capital.
The adoption of AIFRS also increased Tier 1 Capital before
deductions dug to the inclusion of certain AIFRS reserves
and APRA transitional relief for the first tme in the
September 2006 quarter,

Tier 1 deductions have increased from $1,216 milion to
$2.044 milion over the same period as the Group
continues to grow its specialist funds business and
undertake new investments.

As a result of the above, net Tier 1 Capital grew by 37%
over the half-year to 30 September 2006 to $4.9 billion.
Risk-weighted assets grew by 26% over the half year 0
30 September 2006, The combined impact of all these
factors is an increase in the Tier 1 ratio, whlch is depicted
graphically to the right.

Over the six months to 30 September 2006, Tier 2 Capital
has decreased from 7.6% to 6.3% of risk-weighted assets,
mainly due to the higher proportion of MIPS attributable to
Tier 1 Capital. The Total Capital ratio has decreased from
16.5% to 15.9%, following an increase in Total Capital
deductions as a-resutt of growth in investments held as
part of the Group's specialist funds strategy.
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Analysis of capital growth - half-year ended 30 September 2006
; Tier 1 Capital ' Total Capital

. Note $m - &m
Balance as at 31 March 2006 3,556 4,065
Movements in ordinary share capital )

DRP participation relating to the 2006 final dividend 1 97 97
May 2006 capital raising B96 696
Shares created through the exercise of options 159 158
June 2006 share purchase plan ' 9 9
Share based payments exercise 20 20
Movements in retained eamings

Proﬁt after income tax attributable to MBL ordinary equity holders 730 730
Ad;ustments for differences in retained eamings between the .

aocountlng and caprtal groups , 1,8 128 123
Deferred foe income eligible for inclusion in Tier 1 Capital 1 25" 25
2007 interim dividend 1 (312) 312)
Estimiated DRP participation relating to 2007 interim dividend 1 111, 1M

Reversal of March 2006 AGAAP/AIFRS adjustment i (98), (98)
Reversal of estimated DRP on 2006 final dividend [ (38) (38)

AIFHS transitional relief provided by APRA - Tier 1 Capital 5 214, 214
Movements in reserves ‘ ‘

Foreign cunency translation reserve 2 10° 10
Employee option reserve . 2 - 107 107
Movements in other sources of capital )

MIPS. eligible for inclusion as Tier 1 Capital 3 290 29
Increase in outside equity interest 4 1, 1

|MM?SG in subordinated debt 13 — ' 785
Increase in avaiable for sale reserve 12 . - T4

Mowlzments in deductions '

Increase in equity investments not in the field of finance 7 {271} 271)
Increase in intangibles 8 (248} {248)
Increase in net future income tax benefit 9 (233 (233)
Increase in other deductions as advised by APRA 10 {76). (76)
[ncrease in general provision for credit losses (net of applicable tax) 11 .= 36
Increase in total capital deductions 14 — (109)
AIFRS transitional reliet provided by APRA — Tier 2 Capital 5 o= (66)

Balance as at 30 September 2006 4872 5,840
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b
Explanatory notes concerning composition of capital base
Retained eamings included above in Tier 1 Capital can be reconciled to the Balame Sheet as follows:

As at Movement
Sep06 Mar06  Sep05 Mar0s  Sep05
Note . %m Sm $m % %

Retained eamings per Balance Sheet” 2,374 1,5:334 1,708 23 39
AddAless) adjustments between AGAAP
and AIFRS amounts - 98 22 {100) {100}

2,374 2,032 1,730 17 37
Adjustments for differences in retained earmings :
between the accounting and capital groups 6 236 113 (73) 109 large
Add deferrad fee income eligible for '
inclusion in Tier 1 Capital 25 = — r/a n/a
Final/interim dividend not provided in Balance Sheet (312) (290) {208} 8 50
Estimated DRP participation 111 38 39 192 185
Retained eamings included in Tier 1 Capital 2,434 1,803 1,488 29 64

* Based on AIFRS.

The final 2006 ordinary dividend payable of $290 million included a reinvested amount of $97 million under the Bank’s
DRP. From 1 July 2006, APS 111 allows upfront fee income that meets certain requnrements to be included in Tier 1
Capital. The retained eamings of entities deconsolidated for regulatory purposes are excluded from Tier 1 Capital (refer
note 6 for further detal).
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2 General reserves include equity-settied share-based
payment reserves and the Foreign Curmrency Translation
Reserve.

3 The MIPS halance is Innovative Residual Tier 1 Capital
under APRA Prudential Standard APS 111, Residual Tier 1
Caprlal is limited to 20% of the Bank and/or. Group's Tier
1 Capital before deductions, with any excess over this
limit treated as Upper Tier 2 Capital. As Tier 1 Capital has
grown since the instrument was issued, a greater
proporhon has qualified as Tier 1 Capital. At 30 September
2006/ the MIPS balance was fully utilised as Tier 1 Capital,
The total capital movement is due to changes in foreign
curmency exchange rates.

4 The autside equity interests included in Eligible Tier 1
Capital may differ from the outside equity interests
(mlnonty interests) in the Equity category of the Statutory
Balance Sheet, for example due to the exclusion of
amounts refating to entities that are required to be

daoonsohdated for Capital Adequacy purposes
frefer note 6).

5 For the purposes of APS 111, ADIs may include a specific
dollar amount, as agreed with APRA, in Tier 1 and /or
Upper Tier 2 Capital during the AIFRS transition period
from 1 July 2006 to 31 December 2007. The dollar
amount of the adjustments have been determined from-
the dl_fference between the Group's total capital base as
at 30 June 2006 under the pre-AIFRS requirements and
its total capital base at 1 July 2006 under AIFRS reporting.
The dollar amount remalns constant over the transition
penod and wil cease to apply on 1 January 2008 {unless
a shorter period is agr_eed with APRA).

6 Certain controlled entities of the Bank are required to be
deoonsolldated for Capital Adequacy purposes, for
example those conducting insurance, funds management
o non- -financial (commercial) operations. As such entities
do not form part of the regulatory group, their retained
eamlngs are removed from the retained earnings of the
consolidated Group. Equity investments in these entities
are deducted from Total Capital (see note 14 below). In
addition, Tier 1 Capital must be adjusted for transactions
that occur between a member of the regulatory capital
group and a deconsolidated entity. The effects of such
transactions have been removed on accounting

sotrdal]on and therefore any profits or losses anising
from mese transactions are added back to Tier 1 Capital
for the regulatory capital group.

7 APRA Prudential Standard APS 111 requires that equity
investments in non-controlled entities that are not
operating in the field of finance are deducted from Tier 1
Capital, unless certain criteria are met. These criteria allow
the Bank to hold a portfolio of equity investments without
incuring a Tier 1 Capital deduction where each individual
investment does not exceed 0.25% of Tier 1 Capital
before deductions and the total portfolio does not exceed
5% of Tier 1 Capital before deductions. Equity
investments that do not meet these criteria must be
deducted from Tier 1 Capital.

Equity investments that attracted a Tier 1 Capital
deduction at 30 September 2006 include holdings in
Taiwan Cable TV Investment Holdings, lcon Parking
System, European Directories SA, Boart Longyear Drilling .
Services and Macquarie Korean Infrastructure Fund. The

increase in this deduction compared to 31 March 2006 is

due to additional stakes in entities which do not operate
in the field of finance. In addition, the adoption of AIFRS
for regulatory purposes has increased the balance of this
deduction, due to the AIFRS requirement that available for
sale investments are recognised at fair value.

8 APRA requires that intangible assets are deducted from
Tier 1 Capital. Intangibles deducted from Tier 1 Capital
may differ from intangible assets in the consolidated
Balance Sheet for several reasons, for example the
intangible assets relating to deconsolidated controlled
entities. Intangibles have increased over the period as
a result of capitalised software now classified as intangible
assets under AIFRS and also an increase in goodwil and
intargibles associated with held for sale equity investments.

9 APRA also requires that the Future Income - Tax Benefit
(FITB) be deducted from Tier 1 Capital, net of any
allowable Deferred Tax Liability. This net FITB may differ
from the FITB in the consdidated Balance Sheet for
several reasons, for example the exclusion of the FITB
relating to deconsolidated controlled entities for Capital

'

Adequacy purposes and the addition of a FITB relating to :

the collective loan loss provision {see notes 6 and 11).
Netting of any Deferred Tax Liability is restricted to where
there is a legally enforceable right to set-off current tax
assets against cument tax liabiiities and are isolated by
tax jurisdliction.
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10 From 1 July 20086, Other Tier 1 deductions include: 12 From July 2008, '/APS 111 allows 45% of pre-tax

) APRA requires ary amounts included in the general revaluation reser'yes on readily marketable securities
provision for credit losses which have not already been which are designated as available for sale to be included
deducted from retained earnings or current year eamings in Upper Tier 2. In addiiion 45% of the post-acquisition
to be deducted from Tier 1 Capital. This includes an reserves and undls'mbmm profits of associates are also
amount over and above the loan loss provision allowed included in Tier 2 Capital.
under AIFRS to account for anticipated losses from events 4 The Bank’s subordnnated debt qualifies as Lower Tier 2
that have not yet occurred Capital, however APRA requires that the amount eligible
{i) equity accounting profit or loss recognised in the for inclusion as Caprtal amortises by 20% per annum
current year. No adjustment was required for equity once the secumy is four years from maturity. Movernents
acoounted resufts under the previous APRA rules. in subordinated debt are summarised in the table below.
11 Any general provision for credit losses required to be Lower Tier 2 Cabitai is subject to a limit of 50% of net
deducted from Tier 1 Capital qualifies as Upper Tier 2 Tier 1 Capital. !
Capital for APRA purposes. The amount eligible for 14 Total Capital deducuons include investments in

inclusion is calculated net of the related FITB and is imited  deconsofidated oontnolled entities, guarantees in relation

to a maximum of 1.25% of total risk-weighted exposires. to deconsohdated controlled entities, first-loss guarantees
and, from time 160 time, holdings of the capital instruments
of other ADIs. The assets and eamings of deconsolidated |
controlled entmes are excluded from the capital adequacy |
calculatioris, as noted in note 6 on the proceeding page.

Subordinated debt
|
Fair value )
Balance at through profit FX Balance at
31 Mar 06 Issued Matured Redeemed andloss tranglation Amortisation 30 Sep 06
$m  Sm $m &m $m $m $m $m
Balance Sheet amount —
at amortised cost 1,115 800 - - - (18) — 1,897
Balance Sheet amount — at fair
value through Profit and Loss 266 — — — 3 — — 269
Tier 2 Capital amount 1,381 800 — — 3 (18) - 2,166

+
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Risk-weighted assets
Risk Risk Risk
adjusted  adjusted  adjusted
i Risk asset | asset asset
: Amount weight Sep06 Mar06  Sep05
Balance Sheet risk-weighted assets $m % $m $m $m
Cash, bulion, Commonwealth and State Governments 1,508 - - — -
Locai Governments, non-corporate
pubhc sactor entities, banks 3.252 20 650 815 414
Mortgage loans, stockbroking debtors 6,123 50 3,062 3.034 2,267
Other assets — 100% risk weighting 47,743 100 47,743 19,925 16,463
Tradxng book assets? 42 851 — - — —
Other assets? 11,160 — - - —
Total assets 112,637 51,455 23,774 19,144
Less! aftributable to APS 120 subsidiaries '
& securttisation vehicles -(21,798) (1,466) {1,341}
Total Balance Sheet risk weighted assets 20657 = 22308 17,808
ﬂwesenemsammdudednihecab.ﬁaimofmafketnsknskwaghtedassets ;
2 ncludes e insurance investment assets and assets generating capital deductions, !
Note: Sec.msahonvehd&G(SPVs)haveodybwadustedtorm1 mzmﬁaﬂammmmmNFRSbyAPﬂA
Risk Risk Risk
! Credit Credit adjusted adusted adusted
! Nominal conversion  equivalent Risk asset assst asset
Off-Balance Shest Armourt factor amount weight Sep 06 Mar 06 Sep 05
risk-weighted assets $m $m % $m $m $m
Guarantees, letters of credit .
and endorsements’ 408 50-100 368 0-100 324 236 264
Forward purchases and ‘
undrawn commitrnents 0,739 o100 2212 100 2,192 21495 1877
Forecgn exchange, interest rate & .
other market related transactions 458,009 na 9,025 0-50 3,399 3,273 2,400
Total off-Balance Sheet risk '
weighted assets 5915 5,704 4,541
Risk Risk Risk
i 99% adjusted adjusted  adiusted
, 10 day Capital Conversion asset asset asset
f VAR  Multiplier charge factor Sep 06 Mar 06 Sep 05
Market risk $m $m $m i3m $m
Inter'%t rates — general market risk ~ 6.66
Equities — general market risk 13.65
Equities -~ specific risk 591
Foreign exchange and bufion 510
Commodities 7.95
Aggregate 17.71 3 53.13 1285 664’ 231 - 402
Surcharge for equities event
and default risk 591 12.5 74 5 —
Debt securities specific risk
(standard method). 42.09 125 526 503 343
Total market risk nsk -weighted assets 1,264 739 745
Total risk-weighted exposure 36836 28751 23,089
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4.1 Balance Sheet

Macquarie Bank Limited] Resut Announcernent 30 September 2006

' As at Movement
Sep06 | Mar06 Sep 05 Mar0og Sep05
Sm , $&m $m % %
Assets !
Cash and balances with central banks 9 5 4 80 125
Dug from banks 4,086 6,394 2,734 (36) 49
Cash collateral on securities borrowed and reverse
repurchase agreernents 13,039 l 13,570 10,651 ) 22
Trading portfolio assets 13,756 | 14,246 12,439 a) 11
Loan assets held at amortised cost 42,61 34,999 31410 22 36
Other financial assets at fair value through Profit and Loss 2893 ' 2,14 1,870 38 55
Derivative financial instruments — positive values 11,216 10,978 6,899 2 63
Other assets 6,976 8,452 4,660 {17) 50
Investrment securities available for sale 4,139 3746 3,517 10 i8
Intangible assets 168 150 122 12 38
Life investment contracts and other unit holder assets 5610 - 5,183 5170 8 g
Interest in associates and joint ventures using the equity method 3571 3463 2,935 3 22
Property, plant and equipment a3y 282 267 15 26
Deferred income tax assets 393 | 240 238 64 65
Assets and disposal groups classified as held for sale 3,813 2,389 1,304 60 192
Total assets 112,637 106211 84,220 6 34
Liabilities .
Due to barks 3,724 2,118 1,629 76 129
Cash collateral on securities lent and repurchase agreements 8,21 6,995 5,098 18 62
Trading portfolio liabilties 6,500 10,057 8,514 (35) (24)
Derivative financial instruments — negative values . 10,461 10,067 6,877 4 52
Deposits 10,249 - 9,267 8,545 i1 20
Debt issued at amortised cost 42317 39022 30427 8 39
Other financial liabilities at fair value through Profit and Loss 5,685 5,481 48627 4 23
Other liabilities 8,072 : 9,553 5,904 {16) 37
Current tax liabilities 246 a7 262 154 ()]
Life investment contracts and other unit holder liabilities 5530 . 5130 5,135 8 8
Provisions 149 132 122 13 22
Deferred income tax liabilities 53 157 116 {66)- {54)
Liabilities of disposal groups classified as held for sale 2443 | 1427 644 71 279
Total liabiliies excluding loan capital 103,670 99,483 77,900 4 33
Loan capital ‘
Subardinated debt at amortised cost 1,252 1,115 1,061 12 18
Subordinated debt at fair value through Profit and Loss 914 266 266 244 244
Total liabiliies 105836 100874 79,227 5 34
Net assets 6801 5337 4993 27 36
‘ continued on nexd page
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As at . Movement
Sep 06 MarO6 Sep05 Mar06 Sends
! $m $m $m % %

Equity
Contnbuted equity
Ordir inary share capital 2,889 1,916 1,830 51 58
Treasury shares 2 2 (1 = 100
Macquarie Income Securities 391 391 391 — -
Res{arifes 265 250 125 6 112
Retained earnings 2,374 1,934 1,708 23 39
Total capital and reserves attributable to equity holders 1
of Macquarie Bank Limited - 597 4,489 4,053 32 46
Minority interest in disposal groups classified as held for sale - — 135 . va {100)
Minority interest 884 848 805 4 10
Total equity 6,801 5337 4993 | 27 36

Over the half-year to 30 September 2006, Macquarie's
BaJance Sheet has continued to grow. Total assets are up
6% on 31 March 2006 to $113 bilion, while overal funding
for the Bank's asset base is up 5% to $106 bilion. Total
equity is up 27% to almaost $7 bilion,

The increase in total assets for the half was largely due
to increased loan assets held at amortised cost, up 22%
to $43 billion. The drivers were the Australian Mortgage
portfo[:o {Up 13% from $18.2 bilion at March 2006 to
$20.5 bilion at Septermber 2006), margin and equities
lending assets {up $1.9 bilion to $5.4 bilion due to growth
in margln loan and capital protected loan portfolios), other
lending {up $1.4 bilion over the half mainly due to
mcreased finarcial products lending activities) and
balanoes in clearing houses {up 76% on March 2006).

! ,
Loan assets held at amortised cost
$ billion
Mortgagesw  Property m Other lendingm  Banking m
Treasury and commodities @ Clearing houses m
Macquarie Capital: other m  Macquarie Capital: leasing =
Lending and equities @ Mortgage SPvVs m
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Other assets are down by 17% primarily due to timing
differences on unsettied trades for mshtubona! stocidbroking.

The net assets of disposal groups classified as held for
sale are up $408 milion since March 2006 primarily due to
the acquisition of Stagecoach London in August 2006,
The mix of Balance Sheet funding remains relatively
unchanged since March 2006 however there have been
noticeable decreases in trading portfolio assets (down
3%), offset by debt issued at amortised cost and amounts
due to banks. In addition-to this the Bank issued

$300 million of subordinated debt in May 2006 and

£200 million of subordinated debt in September 2006.

it also renewed its Debt Instrument Program, which was
increased in-size from $US15 billion-to $US25 billion,
reflecting the continued growth of the Balance Sheet and
funding requirements. ;

The largest impacts on equity were from the capital raising
in May 2006, which raised $696 million {net of $4 milion

of placement fees), and the profit for the period, net of
dividends and amounts reinvested through the DRP.

Net tangible assets (NTA) per ordinary share at

30 Septernber 2006 are $13.89 (31 March 2006; $11.13).
Macquarie views disposal groups held for sale as an
investment that will be fully recovered, including the
associated intangible assets. Including the intangibles
(net of associated deferred tax assets and liabilities) within
assets and disposal groups held for sale, the NTA per
ordinary share woulcl have been $20.10 at 30 Septernber
2006 (31 March 2006: $16.63). The mgjority of the increase
in NTA refates to the profit for the period combined with
proceeds from the capital raising, offset by ret dividends
paid during the period.

)
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4.2 Loan Asset Quality

Movement

As atffor the half-year to
Sep06 Mar06 Sep05 Mar06 Sep05
$m = &m $m % %
Total loan assets including mortgage securitisation :
special purpose vehicles 42,631 34999 31410 22 36
Less: mortgage securitisation special purpose vehicles” (18,186) (17,795 (16,285 8 18
Loan assets 23,445 17,204 15,125 36 55
Impaired loans without specific provisions for impaimment 21 8 10 163 110
Impaired loans with specific provisions for impairment 167 137 95 22 76
Less specific provisions {60} (52) {40) 15 50
Net impaired assets 128 93 65 38 97
Net loan losses g8 , 17 8 {53) —
% l % %
Net impaired assets/loan assets 055 ' 054 0.43
Net loan losses/lcan assets 0.03 0.10 0.05
As atffor the hatf-year to Movement
Sep06 Mar06 Sep05 Mar06 Sep05
$m $m $m % %
Net loan losses {Frofit and Loss impact)
—provided during the period 10 19 17 {47} {41}
—recovery of loans previously provided for {6 4 (11} 50 {45)
—loan losses written-off 5 4 3 25 67
—recovery of loans previously written off {1) [ 1 {50) -
Total net charge for loan losses 8 , 17 8 (53) —

t

* Macguarnie's exposwre 1o the mortgage securitisation special purpose vehicies is largely mitigated by creéjit insurance. Loan losses in these vehicles

are immaterial.

The strength of Macquarie's risk management practices and policies is reflected in its asset quality. Net loan losses for
the six months to 30 September 2006 amounted to $8 million, or 0.03% of loan assets as at 30 September 2006. Net
impaired assets as a percentage of total loan assets are also low at 0.55%.

Macquarie Bank Limited Resuit Announcement 30 September 2006
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4.3 Equity Investments

Equrty investments are broadly categorised as either avallable for sale or held for sale. The distinction between the two
classifications is largely driven by management's intention with respect to the holding of the asset, and the expected
term1 over which the assets will be held.

Available for sale

Equity investments are considered to be avallable for sale where they are not actively traded and management's
mtenhon is generally long-term retention of the investment. Such investments are available for sale and may be sold
should the need arise. .

For the purposes of this analysis, Macquane includes investments in associates that are not held for sale.

Generalry these mvestments are carried at fair value, with the exception of investments in associates, whlch are carried
at cost and equity accounted. Where the investment is camied at fair value, changes in fair value are reoognlsed in the
avaﬂable for sale reserve in equity until the asset is derecognised o impaired, at which time the cumulative gain or loss
will be recognised in the income statement. i

Curranﬂy the majority of these investments are stakes in Macquan&managed funds. Available for sale equtty
investments have increased 8% over the half-year to 30 September 2006 to $3.4 bilion, despite the disposal of the
Banks investment in MGQ in August 2006. i

The growth has been driven by increased values of listed property funds, equity accounted income from investments in
assocnates and equrty investments made during the period in businesses and associates not classified as held for sale.

The graph below shows the level of avallable for sale investments (at the originalty recorded cost) over time The market
value line is determined by the curent carying value of the investment, or in the case of associates, the market value
of Ilsted investments at the reporting date.

Growth in equity.related investrments

$ million

Infrastructure funds @ Property funds B

Equity markets funds m Jvs m

Oth'er equity investments m Market valug =—ll=—

4500
4000
3500
3000

o
3 ' o] o) .
.2 & §8 5 & & .
At 30 September 2006, the size of the unrealised gain was approximately $618 milion. The table below shows five of the
S|gn|ﬁcant unrealised gains on listed investments held by Macquarie at 30 September 2006. :
Market value " Unrealised gain

I .

. Cost at Sep 06 at Sep 06

‘ $m $m ‘ $m
Macquane Airports 590 764 i 174
Macquane Communications Infrastructure Group 159 293 134
Macquarie Media Group 184 232 ; 48
Oyno Nobel Ltd % 70 44
Macquarie Infrastructure Company 53 83 . 30

Total 992 1,422 ) 430
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Held for sale

Held for sale assets arg equity investments, including controlled entities and mterests in associates, held with the intention
of resale to a third party in the short:term. The third party may be a Macquan&managed fund (either existing or

proposed), or another external party.
Assets classified as held for sale are canied at the lower of the carrying amount and fair value less costs to sell.

The table below highlights the main held for sale assets held by Macquarie at 30 September 2006, The table below
shows the carrying value® of those assets and Macquarie’s ownership interest.

Acqmsntlon MBL Group Carrying
Asset Description date ownership (%)  value (bm})*
Praperty: Partiolio of five Japanese residential apartment Mar 05 25 3
Japan Residential buildings (Centaurus Yugen Kaisha)
Apartment Buildings . .
CJ Cablenet Leading Korean digital cable operator Jun 05 36
Eurcpean European directories business offering Jun 0:5 13 66
Directonies S.A. printed directories, online and mobile :
searches and directory assistance
Creative Broadcast Provider of playout servicesinthe UK - Jul 05 28 82
Services (Red {formerty BBC Broadcast)
Bee Media)
Property: Office Parks Office and business park assets in the UK Aug 05 85 85
Property: Chinese Retail shopping malls Aug 05 25 78
Retail Malls ‘
Isle of Man Ferries Provider of freight, passenger and vehicle fery Oct 05 100 88
‘services between Isle of Man, UK and Ireland :
US Small Cap Roads ~ US toll roads Dec 05 100 94
Retirement Vilage Group  Owner and operator of a portfolio of Nov 05 48 128
retirement villages : ,
Canadian Heakh PPP Access Health Abbotsford & Aocess Dec 05 81 11
Health Vancouver )
Smarte Carte World's leading concessionaire of baggage  Feb 06 100 190
cart, locker and strofler services operating
in aiports, train stations, bus terminals,
shopping centres and entertainment facilities
lcon Parking Owner and/or operator of off-street car Feb 06 53 167
parking locations in New York City '
Property Japan Portiolio of five Japanese residential apartment Mar 06 100 91!
Residential Apartment buildings Plelades Yugen Kaisha)
Buildings ,
Taiwan Cable TV One of the four leading providers of cable May 06 40 273
television services in Taiwan ‘
Property: Japanese apartment building (Toyota City) May 06 100 19
Japan Residential :
Apartment Buildings '
UK Moto UK’s largest provider of Motorway Jun 06 29 92
Service Areas _
continued on next page
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N ) Acquisition MBL Group Canying
Asset Description date ownership (%)  value (3m)*

Stageccach London One of the top five operators in the London  Aug 06 100 198
’ bus market, owns and leases approximately

1,300 vehicles and employs around 4,300

e staff. Provides bus services in the regulated

; London bus market through its portfolio of

' over 80 route concessions

Propef‘ry Japanese apartment building (Sumiyoshi) Sep 06 100 39
Japan Residential

Apartment Buildings

Boart Longyear Supplier of products, systems and services  Sep 06 17 93

i to the natural resource {minerals, energy and !
: water), construction and quarrying industries
and industrial markets worldwide

’Canylng value represents the fair value at acquisition pius any eauity accounting adjustments to 30 Septembear 2008. The carmying value excludes any
resen.e mavements (lair vatue/market-to-market/equity accounted reserves),

Dun'r;wg the six months to 30 September 2006 Macquarie reached financial close on a number of held for :sale
invesltr"nent acquisitions and divestments, including:

Acquired Dispased

Taiwan Cable TV ' Macquarie UK Broadcast Holdings (Argiva)
UK Moto Dyno Nobet

Stag'ecoach London Brussels Airport

Boart Longyear Hong Kong property portfolio:
Hes.ldent;al apartment buildings in Japan )
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5.1 Assets Under Management

“Asat Movement
Sep 06 iMarOG Sep05  Mar08 Sep05
$m_ . &m $m % %
Specialist funds
Infrastructure 69,126 :61,546 44,475 i2 55
Property 17,917 17480 14,342 3 25
Other 10,650 8,579 5,039 24 111
Total speciatist funds . O7,692 87,585 63856 12 53
Funds management and financial services
Retail 16,100 114,981 14,724 7 9
Wholesale . . 39618 37,709 33,376 5 19
Total funds management and financial services 55,718 52690 48,100 6 16
Total assets under management 153410 140275 111,956 g 37

Assets under management

The table above shows the total assets under management (AUM) across the Group The AUM measure is used to
show a complete and consistent picture of Macquarie’s funds management acttvrtles However, the AUM measure is
not always the most appropriate measture when analysing base fees from funds rnanagemmt activities.

Funds management base fees for property specialist funds, certain other specual:st funds and Funds Management and
Financial Services funds are closely aligned with the AUM measure, However, the funds management base fees of many
of the infrastructure funds and other specialist funds are more closely aligned to an equity under management (EUM)
measure, which is discussed in section 5.2.

Growth in assets under management

Growth in AUM since 30 September 2005 has been substantial, up 37% over the penod to $153 bilion at 30 September
2006. The majority of this growth was in the six months to 31 March 2006 with a mix of new funds and acquisitions (as
reported in the 31 March 2006 Resutt Announcement). Growth since March 2006 is discussed below.

During the six months to 30 September 2006, specialist funds raised $7.2 bilion of capital, well up on the $5.7 bilion
raised in the prior comesponding period. Significant items driving the AUM growth are discussed overleaf.

AUM by fund type

$ bilion half-year

FSG/FMG Wholesalem  Property ®

FSG/FMG Retailm  Otherm  Infrastructure @
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Infrastructure funds
The growth in Infrastructure AUM since March 2006 has
been primarily a result of acauesitions by the following funds:

—Macquarie Infrastructure Company MIC) - in May 2006
acqunred a 50% interest in International-Matex Tank
Termlnals in June 2006 acquired-100% of The Gas
Company and in July 2006 acquired 100% of Trajen
Hoid:ngs Inc, all located in North America

—Macquarie Infrastructure Group (MIG) — in June 2006
acquired a 50% interest in the Indiana Toll Road

—Globe'zl Infrastructure Fund Il (GIF [} led consortium —
in August 2006 acquired ftevelesa in Spain.

MIG divested its interests in the M1, M4 and M5
motorways to Sydney Roads Group in Juty 2006
offsetting some of the increases in Infrastructure

AUM during the period.

A number of new funds have been launched since March
2006 including ZonesCorp Infrastructure Fund in the
Middle East, Macquiarie European Infrastructure Fund I
{MEIF, Il) in Europe and Macquarie Infrastructure Partners
(MIP) in North America.

Property funds

Propeny AUM activity over the six months to
30 September 2006 includes:

—The Macquane Goodman Hong Kong Wholesale Fund -
launched in April 2006

—MGP Europe Fund Il LP (Global Fund 2) — acquisition of
a number of investment properties

~—Macquarie Leisure (MLE) - acquisition of Main Event
Cent!rens in the US in August 2006

—Lend Lease Global %and Asia Properties Funds (Global
Funq 1) — selldown of investment properties

—Schroders Macquarie Asia Property Fund — underlying
investment has been disposed and the fund is cumently
winding down.
Macquane sold down its 7.7% stake in MGQ in August
2006 offsethng the increase in Property AUM during

Other specialist funds

Growth in other specialist AUM over the i months to
30 September 2006 has been rnamly due to the
following transactions:

Macquarie Media Group {(MMG) — acquisitidn n May 2006
of a 60% interest in Talwan Broadband Communications

—Macquarie Capital Aliance Group (MCAG) led
consortium — acquisition in July 2006 of AS| Holding Corp
(AIR-serv) in North America.

In addition to the above, a number of funds were
launched including Macguarie reFleXion Japan Trust
2006, MQ Income Timing Fund, Macquarie reFleXion
Emerging Markets Trust 2006, Macquarie Eguinox
Select Cpportunities Fund and MQ Asian Statlst|cal
Arbitrage Fund.

Macquarie Funds Management funds |

Growth in funds managed by Macquarie Funds
Management was largely due to strong inflows into cash
funds, currency mandates and private equity funds-of-
funds. The CMT closed at $13.1 billion at 30 September
.2006, up 11% since 30 September 2005.
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continued

Regional growth

The chart to the left below displays the regions in which the assets of each fund are focated at 30 September 2006.

This chart includes non-specialist funds, which are predominantly located in Australia. The offshore growth of Macquarie’s
funds management activities becomes more apparent when compared to the prior coresponding period (chart to the
right below), which shows the percentage of total AUM (by value) located oﬁshc:J(e increasing from 42% in 2005 to 53%

in 2006.

AUM by region {all funds)

as at 30 September 2006

Americas®  Asia Pacifice  Australiam
Europe, Africa & Middle East m

47%

15%

9%

29%

AUM by region{_ (all funds)

as at 30 September 2005

Americas®m  Asia Pacificm  Australia @
Europe, Africa & Middle East B

i -~ 58%

18%

7%

17%

Removing the non-specialist funds from this analysis provides further insight intc:J Macquarie's specialist funds activities,
which are predominantly located offshore. The charts below depict the geograp'lhic spread of these funds” assets
{by value) at 30 September 2006 {eft) and 2005 {right). Over three quarters of the assets are now located offshore,

compared with 65% in the prior year.

AUM by region (specialist only)

as at 30 September 2006 .

Americas @ Asia Pacific 8 Australia @
Europe, Africa & Middle East m

23%

23%

8%

46%
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i
AUM by region (specialist only)

as at 30 September 2005

Americas®  Asia Pacificm  Australa m
Europe, Africa & Middle East m

! 35%

31%

5%
29%




P
Assets under management by industry sector

The chart below shows the diversity of industry sectors over which Macquarie's assets under management are spread
at 30 September 2006. '

AUM by sector

as at 30 September 2008

Retail Propertym  Commercial Property a

Industrial Property®  Communications m ‘ i
Utilities ® Airportsm Hoads B

Tourism/Leisure & Residential Property m

Investment Fundsm  Cther @ Non-specialist funds s

5%
5%
1%
4%

7%

10%

21%

1% _
. 3% b
: 8%
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Assets under management

Ownership of ;MBLhEEl;S Assets under management
management Stock 30 Sep As at
company Listing Exchange{ 2006° Sep06 Mar(06 Sep05
{%) date ASX Code (%) sm $m 3m:
Specialist Funds
Infrastructure
Macquarnie/Frst Trust Global
Infrastructure/Utilities Dividend ;
& Income Fund 100 Mar 04 Listed on NYSE — 444 415 386
Macquarie Global Infrastnucture "
Total Return Fund 100 Aug 05 Listed on NYSE <1 774 570 590
Total Listed Infrastructure
{excluding those disclosed in EUM) 1,218 a8s5 976
Property
Macquarie Central Office Corporate
Restructuring RETT 100 Jan04  Listed on KRX - 239 248 210
Macquarie CountryWide 100 Nov 95 MCW 9 5169 5222 4523
Macquarie DDR 50 Nov 03 MDT 2 1,417 1,344 1,275
Macquarie Goadman Group —  Feb0s5 MGQ — - 418 437
Macquarie Goodman Property Trust - Jun9g  Listed on NZX - - 64 43
Macquarie Leisure 100 - Jul 88 MLE 5 519 387 3583
Macquarie MEAG Prime REIT 50 Sep05 Listed on SGX 20 569 585 -
Macquarie Cffice 100 Nova3 MOF 6 5374 5156 3726
Macquarie Prologis 50 Jun 02 MPR 2 1,089 1,106 938
Total Listed Property ' 14,376 14526 11,505
Total Unlisted Property 3542 2934 2837
Total Property 17,918 17,460 14,342
Other j
Macquarie Fortress Australia Notes Trust 67 May05 MFNHA 2 559 476 219
Macquarie New Zealand Fortress Notes Tust 67 May 05 Listed on NZX - 89 .97 102
Macquarie Private Capital Group 100 Mar 05 MPG! <1 58 56 56'
Total Listed Other ' 706 629 377
Total Unlisted Cther 3801 3381 2724
Total Cther
(excluding those disclosed in EUM) : 4507 4010 3,101
Funds Management and Financial Services | .
Retail 100 Unlisted 16,100 14,981 14724
Wholesale: ‘
Macquarie Funds Management 100 Unlisted i 33447 31,706 28,751
Macquarie-IMM Investment Mgt Co. Ltd 85 Unlisted 5656 5530 4,625
Brook Asset Management 49  Unlisted 515 473 —
Total Funds Management ,
and Financial Services ‘ 55,718 52680 48,100

and their controlied entities.
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5.2 Equity Under Management

The Investment Banking Funds (IBF} business tracks

its fundls under management using an Equity Under
Management (EUM) measure. EUM is considered the
most appropriate measure as the calculation of IBF's
base management fee income is closely aligned with EUM.

EUM drffers from the Bank wide AUM measure reported in
section 5.1 and is determined as follows:

Type of equity -
investment ' Basis of EUM calculation
Usted;Funds - Marketcapitalisation at the

. ' measurement date plus

! underwritten or committed future
, . ~ capital raisings?
Uniisted Funds ~ * Committedicapital from investors

- less called capital subsequently

by " returned to investors

Manaéed Assets?  Invested capital at
. measurement date

‘hNo\a-rba-2005 MaoquaneMedaaGro.p(MMG)swedZOOrrﬂnon
pamypajdseo.meswaaanO The second instalment is payable in
Novemba‘ZODS As at 30 September 2008, EUM inchudes the second
nslann‘emoi$410niﬁonasmsmnntwasmmwmma1data

? Managed assets include:

8} Third party equity invested in IBF managed assets
b} Assets heid directly by Macquarie acquired with a view thal they may
be soid into new or existing IBF managed funds,
1

LR nfr‘;,ﬂr

FActualcapial
jcontritted|
EEE)

Listed funds Uniisted funds

! 1
Iif the fund is managed through a joint venture with another
party, the EUM amount is then weighted based on
Macquarie’s proportionate economic interest in the joint
venture management entity. At 30 September 2006, this
applied to MKIF and DUET, which are weighted at 50% in
the table overleaf, and certain other unlisted funds.

Where a fund’s EUM is denomlnated ina foretgn Cumency,
amounts are transiated to Austratian dollars at the
exchange rate prevailing at the measurement date.
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continued

Ownership of ‘ MBLh%ré)iung Equity under management
management Stock 30 Sep ' As at
company Listing Exchange/ 2006 Sep06 Mar086 Sep05
(%) date ASX Code (9%} $m $m $m
Listed Funds .
Market Capitalisation
ConnectEast Group .10 Novod CEU 3 1,600 1,466 935
DUET Group 50 Aug 04 DUE 2 684 589 558
Macquarie Airports 100 Apr 02 MAP 15 5188 5570 527%
Macquiarie Airports Reset Exchange .
Securities Trust 100 Deco4 MAZPA- - 917 484 480
Macquarie Capital Aliance Group 100 Apr 05 MCQ 11 895 883 = 500
Macquarie Communications i !
Infrastructure Group 100 - Aug 02 MCG 12 2448 2310 2342
Macquarie-lnfraslmcture Compary 100 Dec 04 Listed on NYSE 7 1137 1,209 1,00%
Macquarie Infrastructure Group 100 Dec96 MIG -2 8099 9432 9539
Macquarie International Infrastructure Fund 100 May 05 Listed on SGX B 1,026 1,067 679
Macguarie Korea Infrastructure Fund 50 Mar 06 Listed on KRX
. & LSE 4 1,462 1,566 -
Macquarie Media Group 100 Nov 05 MMGCA 21 603 549 —
Mecquarie Power & Infrastructure :
Incorne Fund 100 Apr04  Listed on TSX - 368 349 264
Southern Cross FLIERS Trust 100 Aug02 " SCF - 663 689 677
Total Listed Funds —Market Capitalisation ' 25001 26143 22,246
Underwritten or Cormmitted Future Capital Raisings ‘
ConnectEast Group ' — - 4g1i
Macquarie Capital Alliance Group - - 500
Macquarie Media Group _ 410 401 -
Macquarie Power & Infrastructure Income Fund - — 73
Total Listed Funds — Underwritten or Committed !
Future Capital Raisings 410 4 1,064
Jotal IBF Equity Under Management i
~ Listed Funds 25501 26544 23,310
‘ continued on next page
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Ownership of MBL@&S Equity under management
management Stock 30 Sep As at '
company Listing Exchange/ 2006 Sep06 Mar06 Sep0S
(%) date ASX Code (%) $m $m Sm
Unligted Funds
Called Capital
Macquane Airports Group 100 Unlisted - 1,017 1,013 945
Macquane Essential Assets Partnership 100 Unlisted 7 230 206 194
Macquarie European Infrastructure Fund 100  Unfisted 5 1,593 1,004 1,026
Macquarnie Global infrastructure Funds 100 Unlisted — 480 - 437 359
Macquarie Infrastructure Partners 100 Unlisted 16 14 — -
Macquarie Korea Infrastructure Fund
(now listed) 50  Unlisted as above - - 598
Macquarie Korea Opportunities Fund 100 Unlisted 6 27 220 —
Other Untisted Funds 253 284 320
Total Unlisted Funds - Called Capital 3,804 3254 3442
Uncalled Commitments®
Macquarie Essential Assets Partnership 322 343 324
Macquarie European Infrastructure Fund 917 1,432 1,337
Macquarie Eurcpean Infrastructure Fund II° 1977 °  — -
Macguarie Global Infrastructure Funds 128 205 282
Macquarie Infrastructure Partners? 882 - -
Macquarie Korea Infrastructure Fund (now listed) - — 198
Macquarie Korean Opportunities Fund 910 + 225 -
Other Unlisted Funds 762 228 183
Total Unlisted Funds - Uncalled Commitments 5898 2433 2324
Total IBF Equity Under Management
- Unlisted Funds 9,702 5687 5766
Less IBF Listed Funds' investrments
in other IBF Funds (1,053) (1,121) (1,069)
Total IBF Equity Under Management
— Listed and Unlisted Funds 34,150 31,110 28,007
Macquarie Managed Assets® — Invested Capital 4,456 3,247 2383
Total IBF Equity Under Management 38,606 34,357 30390

' MBL Group Hokdings at 30 Septomber 2006 represents Macquarie's participating interest in the fund, excluding amounts held through True Index funds
and their controfled entities.

? ConnectEast Managermeént Limitad (CEML), a whally-owned subsidiary of Macquarie Bank, is the responsible entity of CanneciEast Investrnent Trust
and ConnectEast Hoiding Trust, for which it is paid a fee of $1 miion per annum [indexed to CPY). CEML has outsourced the day-to-day management
of tha ConnectEast Group to ConnectEast Pty Limited, a comparty wholly-owned by the trusts.

JUWmmmtsmmW@ndmnmadtomasnmnSmeacaﬂed '
Maoqla'neEuopemlnfrasmmmFmdllMmhﬁm%mmmmmmmdﬁﬁgm(wﬂwm
the 30 September 2006 excharige rates) durng October 2006,

$ Bquity under management wil increase by $3.670 mition on financial dose of Tharmes Water which is expected to coour by the end of 2006.




contnued

5.3 Base and Performance Fees
The tables below show the fees earmed by each listed fund and the total fees from uniisted funds for each period.
Half-year Movement
Sep 06 | Mar06 Sep05 Mar06 Sep05
$m $m $m % %
Base Fee Income from Funds
Listed Funds
Infrastructure .
ConnectEast Group 05 05 0.5 —- -
Macquarie Airports 26.5 278 278 5] {4
Macquarie Communications infrastructure Group 13.6 129 137 5 (1)
Macquarie/First Trust Global Infrastructure/Utilities
Dividenxd & Income Fund 0.9 09 07 — 29
Macquarie Global Infrastructure Total Returm Fund 36 31 0.5 16 large
Macquarie Infrastructure Company 101 + 67 6.3 51 60
Macguarie Infrastructure Group 444 ' 485 47.9 8 7
Macquarie International Infrastructure Fund 46 51 2.2 (10) 109
Macquarie Power & Infrastructure Income Fund 19 =~ 05 0.4 280 large
Southemn Cross FLIERS 0.2 02 0.2 - -
Total Infrastructure 1063 1062 100.0 — 6
Property '
Macquarie CountryWide 36 59 26 {39) 38
Macquarie Leisure 08 . 10 1.0 {40) {40)
Macquarie Office Trust 74 ' 66 5.3 12 40
MCO CR-REIT 08 0.8 0.7 - 14
Total Property ' 124 143 96 (13) 29
Other .
Mac:quane Capntal Alliance Group 69 8.0 46 15 50
Macquarie Fortress Australia Notes Trust 27 15 — 80 na
Macquarie Media Group 73 . 53 — 38 na
Macquarie New Zealand Fortress Notes Trust 04 0.6 - {33 n/a
Macquarie Private Capital Group 03 - 03 0.3 — —
Total Other 17.6 13.7 49 28 259
Total Listed Funds _ 1363 ! 1342 114.5 2 . 18
Unlisted Funds : :
Specialist Funds 63.2 40.3 57.7 57 10
Non-specialist Funds” 1216 |, 1224 9.1 {1) 23
Total Unlisted Funds 1848 ' 1627 1568 14 18
Total base fee income 32149 2969 2713 8 18

'BasefeesforlhesnxmtomSwW?@ﬁaMMdemmwmﬂmmwmde
managed funds in the True Index funds managed by Macquarie Life. If this amount were exduded, totalbasefeesmeeappromlatdngmﬁon
a 21% increase on the prior comesponding period.
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Half-year .Movement
Sep06 Mar06 Sepd5 Mar06 Sep0s

; _ $m $m $m - % %
Performance Fee Incore from Funds
Listed Funds
Infrastructure :
Macquarie Airports - - 36.7 na {100)
Macquarie Communications Infrastructure Group - — 182 ,va (100)
Macquarie Infrastructure Comparny - 5.8 - (100) na
Macquarie Infrastructure Group — — 91.6 va (100)
Macqm:Jarie International Infrastructure Fund - - 218 a (100)
Macquarie Media Group 9.1 - - n/a a
Macquarie Power & Infrastructure Income Fund - 1.7 02 {100 {100)
Total Infrastructure 9.1 75 1685 21 (95)
Prope:rty ‘ .
Macquarie Leisure Trust 4.0 - — n/a n/a
Total Property 4.0 — — Cna va
Total listed Funds 13.1 75 1885. 75 (©2)
Unlisted Funds !
Speci@list Funds 50 13.7 0.2 (64) large
Non-specialist Funds 1.1 5.9 3.9 ' 88 185
Total Unlisted Funds 16.1 19.6 4.1 ' (18) 293
Total performance fee income 29.2 27.1 1726 8 - &
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AGAAP Australian generally accepted aéoounting principles
AIFRS Australian standards equivalent to International Financial Reporting
Standards. These apply to Macquane for the 2006 and later financial years.
Comparatives for 30 September 2004 and 31 March 2005 have been
restated in accordance with AIFRS where applicable
APRA Australian Prudential Regulation ‘Authority
Assets under administration Assets/funds administered (as obposed to managed) by Macquarie
Assets under management Proportional ownership interest i |n the underlying assets of funds and
mandated assets that Macquane actively manages for the purpose of
wealth creation, adjusted to;
—exclude cross-holdings in funds |
—reflect the percentage ownership of the fund manager
AUA Refer Assets Under Administration
AUM Refer Assets Under Management
AUM outside Australia AUM outside of Australia is defined by the location of the assets
' themsalves, as opposed to the domicile of the fund or fund manager
Bank Macquearie Bank Consolidated Group
BPG- Banking and Property Group
CMT Cash Management Trust ;

Callective allowance for credit losses

The provision relating to lcan Iosses inherent in a foan portfolio that have
not been specifically identified. |

Contingent liabilities

Defined in AASB 137 'Provisions, Contingent Liabilities and
Contingent Assets’ |

Deferred income tax assets

Defined in AASB 112 ‘Income Taxes'

Dilutive option An option which has an exercise price that is less than the average share
price for the period. Only dilutive opuons have animpact on the calculation
of diluted earnings per share

Dividend Reinvestment Plan The plan that provides shareholders with the opportunity to reinvest part
or all of their dividends as addmonaj shares in the company, with no
transaction costs .

DRP Refer Dividend Reinvestment Plan

DUET Diversified Utlity and Energy Trusts

Earnings per share A performance measure that measuras earmings attributable to each

' ordinary share, defined in AASB 133 'Eamnings Per Share’

Effective tax rate The income tax éxpense as a percentage of the profit before income tax
adjusted for MIS and MIPS distributions paid or provided

ECM Equity Capital Markets

EMG Equity Markets Group

Equities related incomé

Income that is derived from busunesses that depend directty on

. equity markets, e.g. stockbrokrng, equity capital markets and equity

derivatives trading
Equity under management Refer definition in section 5.2,
EUM Refer Equity Under Managemenf
Expense/incoma ratio Total expenses expressédas a p’ércentage of total income

Macquarie Bank Limited Resuit Announcement 30 September 2006




Fee and commission income

o
R E

Fee and commission revenue less fee and commission expenses .

FMG | Funds Management Group

FSG . Financial Services Group

GiFn ! Global Infrastructure Fund I

IBF ' Investment Banking Funds

BG Investment Banking Group

Impaired assets An asset for which the uttimate collectibiity of principal and interest
: is compromised

Inertia income Represents income from leasing activities that extend beyond the term of
; the lease. Such income is required to be included in the effective yield of

the lease, and hence is treated as interest income
Interest income Interest revenue less interest expense '

Internlational income

The location of income {.e. international or domestic) is determined by
reference to where the work is performed (for work performed by offshore
offices) or the location of the client/assets (for work performed in Australia
for overseas clients/counterparties). The international income percentage
of total income is based on total income excluding earnings on capital

PO 4

Inftial Public Offering !
KRIF . The Korean Road Infrastructure Fund, an unlisted fund investing
' predominantly in South Korean toll roads, tunnels and bridges, listed
o March 2006 and now called Macquarie Korea Infrastructure Fund
Lower Tier 2 Capital Refer Tier 2 Capital
Macduarie Macquarie Bark Consolidated Group

Macc"luan'e Income Preferred Securities

On 22 September 2004, Macquarie Capital Funding LP, a Macquarie
Group entity established to facilitate capital raising, issued £350 million of
Tier 1 Capital-Eligible Securities (Macquarie Income Preferred Securities).
The securities — guaranteed non-cumulative step-up perpetual preferred
securities — will pay a 6.177% semi-annual non-cumulative fixed rate
distribution. They are pemetual securitiss and have no fixed maturity but
may be redeemed on 15 April 2020, at the Bank’s discretion. If redemption
is not elected on this date, the distribution rate will be reset to 2.35% per
annurn above the then five-year benchmark sterling gitt rate. The securities
may be redeemed on each fifth anniversary thereafter at the Bark's
discretion. The first Goupon was paid on 15 April 2005. The issue is
reflected in the Bank's financial staterments as an outside equity interest

of the economic entity, with distributions being recorded to,the outside
equity interest

The Macquarie Income Securities {MIS) are perpetual and carry no
conversion rights. Distributions are paid quartery, based on a floating

rate of BBSW plus 1.7%. Subject to limitations on the amount of hybrids
eligible for inclusion as Tier 1 Capital, they qualify as Tier 1 Capital, They
are treated as equity in the Balance Sheet. There are four million $100 face
value MIS on issue '

MAG ¢ Macquarie Airports Group, a private equity airport investment fund

MAp, MAP Macquarie Airports, a listed Australian fund focused on investrent
! in airports '

MBL Macquane Bank Limited - '

MCAG Macquarie Capital Aliance Group

o7
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Macquarie Communications Infr;astnnture Group, a fisted Australian fund

Hee with investment in communications infrastructure )
MCW Macquarie CountryWide Trust :

MCO CR-REIT Macquarie Central Office Corporate Restructuring RET

MDT Macauarie DDR Trust |

MEIF Macquarie European Infrastructure Fund

MEIF Macquarie European Infrasﬂ'uctﬁre Fund Il

MGQ Macquarie Goodman Group |

MIC Macquarie Infrastructure Company

MIlF Macquarie International Infrastruérture Fund

MIG Macquarie Infrastructure Group

MIP Macquarie Infrastructure Partners

MIPS Refer Macqguarie Income Preferled Securities

MIS Refer Macquarie Income Securities

MKIF Macquarie Korea Infrastructure Fund

MLE Macquarie Leisure Trust Group :

MMG Macquarie Media Group

MMPR Macquarie MEAG Prime REIT

MOF Macquarie Office Trust

MPR Macquarie ProLogis Trust

Net loan losses The impact on the Proft and Los's statement of loan amounts provided

for or written off during the penod net of the recovery of any such
amounts which were previously written off or provided for out of the Profit
& Loss statement

Net profit interest

The right to a share of the producton or the proceeds from production
derived from petroleum and naturaJ gas rights without the obligation to
pay any of the costs of exp!oratlon and development (similar to an ORRI)
whereas ORRI interests are subject to minirmal or no deductions, NP
interests are subject to additional deductlons including royalties, capital
and operating costs

Net tangible assets per ordinary share

{Total equity less Macquarie Inoome Securities less Minority Interest less
the Future Income Tax Benefit plus the Deferred Tax Liabiity less Intangible
assets of businesses held for lesale) divided by the nurnber of ordinary
shares on issue at the end of the penod

ORRI

A revenue interest in oil and gas, created out of a working interest. Like the
lessor's royalty, it entities the owner to a share of the proceeds from gross
production, free of any operating or production costs

Other income

Other revenue less other expenses This captures income that does not
fit into one of the other statutory categories, i.e. interest income, fee and
commission income or trading mcome

pco

Prior comesponding pericd
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REIT |

‘.f'fg ' ' LI A
i

Real Estate Investment Trust

Return) 6n equity

i

The profit after income tax attributable to the Bank’s ordinary shareholders
expressed as an annualised percentage of the average ordinary equity over
the relevant period

Risk-v:re_ighted assets

1

A risk-based measure of an entity’s exposures, which is used in assessing
fis overall capital adequacy, as outiined in AGN 110.4 (refemad ioin this
Guidance Note as risk-weighted exposures)

SPV

Special Pumpose Vehicle

Subcerdinated debt

Debt issued hy the Bank for which agreements between the Bank and
the lenders provide, in the event of liquidation, that the entitfernent of such
lenders to repayment of the principal sum and interest thereon is and
shall at all imes be and remain subordinated to the rights of all other
present and future creditors of the Bank. They are classified as fiabifties in
the Balance Sheet and may be included in Tier 2 Capital as explained in
note 14 in section 3

.Treasury and Commodities Group

A capital measure defined by APRA in paragraphs 4 and 5
of Prudential Standard APS 111, supplemented by Guidance Note
AGN 111.1, net of any applicable Tier 1 Capital deductions

Tier 1;Cap'rtal Deductions

An amount deducted in determining Tier 1 Capital, as defined in
paragraph 9 of Prudential Standard APS 111, supplemented by
Guidance Note AGN 111.4

Tier 1 Capital Ratio

Tier 1 Capital expressed as a percentage of Rlsk—Weighted Assets

Tier 2; Capital A capital measure defined by APRA in paragraphs 6 (Upper Tier 2) and
7 {Lower Tier 2} of Prudential Standard APS 111, supplemented by
f Guidance Note AGN 111,2 )
Total Capital Tier 1 Capital pius Tier 2 Capital less Total Capital Deductions
Total Capital Deductions An amount deducted in determining Total-Capital, as defined in
o paragraph 9 of Prudential Standard APS 111, supplemented by
. Guidance Note AGN 111.4
Total Capital Ratio Total Capital expressed as a percentage of Risk-Weighted Assets

Tradiﬁg Income
i

Income that represents realised or unrealised gains and losses that relate
to financial markets products. This income does not necessarily relate
to “trading” in such products and may arise through the manufacturing of

new financial products by bringing together existing financial instruments

Upper Tier 2 Capital

Refer Tier 2 Capital
UK | United Kingdom
US/USA

United States of America
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3
With the exception of 31 March 2005, the financial information presented below has been based on the Austratian
standards adopted at each reporting date. The financial information for the penods ended 31 March 2005 and later are
based on results reported under Australian Standards that are equivalent to Intemanonal Financial Reporting Standards
and their related pronouncements.
Years ended 31 March

1998 - 1999 2000 2001 2002

Financial performance (S million) '
Total income from ordinary activities g5 | Bi5 1,186 1,472 1,600
Total expenses from ordinary activities 498y ' (597) (885) (1,147) {1,245)
Profit from ordlinary activities before income tax 167 218 301 325 355
Income tax expense {26) B3 {79 53 . (7§
Profit from ordinary activities 141 185 202 272 279
Profit attributable to minority interests — — - 1 —
Macquarie Income Securities distributions — ‘ — (12) 31 {29}
Profit from ordinary activities after income tax !
attributable to ordinary equity holders 141 - 165 210 242 250
Financial position ($ million)
Total assets 7929 9456 23,389 27,848 30,234
Total liabilities {7.348) - (8,805} (22,154) (26510) (27.817)
Net assets 581 851 1,235 1,338 2,417
Risk weighted assets 4967 4987 8511 9860 106651
Total loan assets 3.158 4,002 6,518 7,785 9,209
Impaired assets {net of provisions) 12 44 23 31 49
Share information®
Cash dividends per share (cents per share)

Interim 21 ' 30 34 41 41

Final 30 38 52 52 52

Special - - - - -
Total 51 | 68 86 93 ) 93
Basic earnings per share {cents per share) 88.1 101.3 124.3 138.9 1328
Share price at end of period ($@ 14.35 18.10 26.40 27.63 33.26
Ordinary share capital {milion sharesj® 1676 161.1 171.2 175.9 198.5
Market capitalisation at end of period !
{fuly paid ordinary shares) ($ million) - 2,262 - 3,077 4,520 4,860 6,602
Ratios :
Return on average ordinary shareholders’ funds (%} 26.1 . 268 28.1 271 18.7
Payout ratio (%) 57.9 67.2 70.0 67.5 73.6
Tier 1 ratio (%) . 1.7 © 130 145 12.9 17.8
Capital adequacy ratio (%) 16.4 73 18.4 16.0 19.4
impaired assets as % of loan assets ‘
{excluding mortgage securitisation SPVs) (%6) 0.4 1.1 03 04 05
Net foan losses as % of lcan assets |
{excluding mortgage securitisation SPVs} (%) 0.0 .04 0.1 01 Q.2
Assets under management {$ billion}? 21.4 22.8 26.3 309 413

Staff numbers® 2,474 3,119 4,070 4,467 4,726

= The Bank’s ordinary shares were listed on the Australian Stock Exchanga on 28 July 1996.

& Number of fully paid ordinary shares at the end of the period, excluding options and partly paid shares.

®Includes both permanent staff full time, part time and fixed term) and contractors (induding oonsdtantsandseoondees]

“Tr‘espac:aldwdendiorzooamspad1oreleasemeoﬂﬁaﬂmgcredﬂstosharehddesmmﬂyntmaxw-soﬁdatm Exchuding the special dividend of
50 cents per share, the payout ratio would have been 56.8%.

W Restated 1o comply with Australian Standards equivalent 10 Intemational Fnancial Reporting Standards:

“mamemodologyusedtocabjaleassetsmdermaagﬂne’nwasrevisedinSepl_embeQOO&Cunpa'mmmmMarchzoosl'bavebemre;tatedh
accordance with the revised methodology. '

Macguarie Bank Limited Resuft Announcement 30 Septernber 2006
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Half-year

Years ended 31 March to 30 Sep
! 2003 2004 2005% 2006 2006
Financial performange ($ million) :
Total income from ordinary activities 1,890 2,465 3,752 4,393 3,156
Total expenses from c')rdinary activities (1,430} (1,780} (2,594 (3,106) {2,213)
Profit from ordinary actMues before income tax 460 685 1,158 1,287 943
Incomé tax expense (96) (161} (288) {280} {(169)
Profit from ordinary actmﬂes 364 524 870 997 774
Profit attnbutable to minority interests 3 K] (29 (52} (29)
Maoquane Income Securities distributions (28) 27} 29) (29} (15)
Profit from ordinary activities after income tax - :
attributable to ordinary equity holders 333 494 812 916 730
Fnancml position {§ million) : ) .
Total assets 32462 43,771 67,980 - 106211 112637
Total liabifties (29,877) (40,938) (63,585) ((100,874) (105,836}
Net assets 2585 2833 4425 5337 6801
Risk weughted assets 10,030 13,361 19,771 28,751 36,836
Total loan assets 9839 10,777 28425 34999 42,631
Impajrled assets (net of provisions) 16 61 42 93 128
Share information®
Cash dividends per share (cents per share)
Inte;:rim 41 52 61 _ 20 125
Final 52 70 100 125 n‘a
Spedial 50 - A0 - — -
Total | ‘ 143 122 201 215 125
BaSJc eamings per share {cents per sharg) 164.8 233.0 369.6 400.3 3009
Share price at end of period (§* 24.70 35.80 48,03 £4.68 69.15
Ordmary share caprta] (milion shares)® 204.5 2159 223.7 2324 249.7
Market capitalisation at end of period .
{fully pa:d ordinary shares) (& million) 5,051 7,722 10,744 15,032 17,267
Ratios _ ) ‘
Return on average ordinary shareholders’ funds (%) i8.0 223 298 26.0 30.0
Payout ratio (%) 87.4 53.2 53.2 '54.4 427
Tier 1 ratio (%) 19.0 16.2 14.4 124 13.2
Caprtal adequacy ratio (%) : 21.4 19.9 xnz 14.1 159
Impajred assetls as % of loan assets : ‘
(exdud ng mortgage securitisation SPVS) (%) Q.2 08 0.3 0.5 0.5
Net loan losses as % of loan assets i
(excluding mortgagé securftisation SPVs) (%) 0.0 0.3 02 o1 01
Assets under management {S billion)® 52.3 626 98.7 140.3 153.4

Staff numbers® 4,839 5716 6,556 8,183 8,986
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ABN 46 008 583 542 ldiAUdllly LG daiiieyees .

t

File Number: 82-‘34:740

No.1 Martin Place Telephona (61 2) 8232 3333 )
Sydney NSW 2000 Facsimile 61 2) 5232 7780 Foreign Exchange 8232 3666 Facsimile 8232 3019
GPO Box 4294 Telex 122246 Metals and Mining 8232 3444 Facsimile 8232 3590 !
Sydney NSW 1164 Internet hitp:/Awww.macquarie.com.au Futures 9231 1028 Telex 72263 i
DX 10287 SSE Debt Markets 8232 3815 Facsimile 8232 4414
SWIFT MACQAU2ZS i
I !
. -
14 November 2006 .

Company Announcements Office

Australian Stock Exchange Limited

20 Bridge Street yoll
Sydney NSW 2000 | | MA‘B:ESQR:E

Dear Sir/Madam

'Macquarie Bank Limited - Issued Ordinary Capital and Options Update

Since the last notification to the ASX of the position at 30 September 2006I
there has been no change in the number of fully pald ordinary shares of
Macquarie Bank Limited on issue.

!
|
i
i
!
1
l
|
!
!
|
{
|

shares was 249,683,249,

f
]

|
Thus; as at 31 October 2006 the number of issued ful]y paid ordinary $1.00 |

t

During the period | October 2006 to 31 October 2006 (inclusiire), the following
new options have been issued:

l

|

i

e 5,925 options exercisable at $61.79 each and expiring on 9 October |

2011 (MBL0348); | l

" e 116,000 options exercisable at $69.47 each and expiring on 9 October !

2011 (MBL0349); i

e 4,000 options exercisable at $64.43 each and expiring on 9 October !
2011 (MBLO350); : i >

e 11,000 options exercisable at $64.43 each and expiring on 23 October |

2011 (MBL0351); and }

e 53,000 options exercisable at $72.17 each and expmng on 23 October |

2011 (MBL0352). S

i

|

Also, in the notification to ASX on 11 September 2006 of the-positions as at 31
August 2006 it was stated that the fo]lowing options were issued:

s 10,289,237 options exercisable at $61.79 each and expiri
2011 (MBL0339). 47

.

In fact, the following options were issued:




......................... e

" ABN 46 008 583 542

» 10,287,432 options exercisable at $61.79 each and expiring on 1 August
2011 (MBL0339).

During the period 1 October 2006 to 31 October 2006 (inclusive), the following
options have lapsed unexercised:

» 13,606 options exercisable at $28.74 each and expiring on 28 August
2008 (MBL0202)

e 2,067 options exercisable at $33.11 each and expmng on 22 July 2009
(MBL0267); '

e 5,801 options exercisable at $32 75 each and expiring on 9 August 2009
(MBLO0268);

e 7,535 options exercisable at $32.26 each and expiring on 23 August
2009 (MBL0269);

e 3334 options cxermsal;le at $34 60 each and expmng on 8 September

2009 (MBL0271);

* 3,334 options exercisable at $35.28 each and expiring on 22 September :

- 2009 (MBL0O272);

e 8,334 options exercisable at $39.64 each and expiring on 22 October
2009 (MBL0274); ‘

* 30,940 options exercisable at $§63.34 cach and expiring on 1 August
2010 (MBL0305); '

* 8,930 options exercisable at $63.34 each and expiring on 8 August 2010
{MBL0307);

* 4,000 options exercisable at $64.16 each and expiring on 24 October
2010 (MBLO318);

e 4,000 options exercisable at $70.21 each and expu‘mg on 8 May 2011
(MBL0333); and

e 25,225 options exercisable at $61.79 each and expiring on 1 August
2011 (MBL0339).

Also, in the notification to ASX on 10 August 2006 of the positions as at 31
July 2006 it was stated that the following options had lapsed unexercised:

* 9,579 options exercisable at $28.74 each and expiring on 28 August
2008 (MBL0202); and
_» 34325 options exercisable at $32.75 each and’ expiring on 9 August
2009 (MBL0268).

In fact, the following options have lapsed unexercised:

e 11,579 options exercisable at $28.74 each and explrlng on 28 August
2008 (MBL0202); and

¢ 36,992 options exercisable at $32.75 each and expiring on 9 September
2009 (MBL0268).

The number of options on issue at 31 October 2006 was 36,875,722 all
exercisable into one share per option.

Palgc 2




ABN 46 008 583 542

Yours faithfully

Dennis-Leong

Company Secretary
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Listing of Marcquarie Bank Limited Options

As at 31 October 2006

MBL Exercise
Code Number Price Expiry Date
MBL0070 29,614 - $37.58 22/11/2006
MBLO0072 1,668 $36.05 -03/12/2006
MBL0075 3,300 $37.55 | 20/12/2006
MBL0077 5,000 $37.47 04/02/2007
MBL0083 5,000 $36.85 19/03/2007
MBL.0096 5,000 $35.22 05/04/2007
MBLO00S9 5,000 - $36.67 . 10/04/2007
MBL0101" 1,668 $36.95 ~ 18/04/2007
MBL0102 5,000 $33.16 23/05/2007
MBL0103 1,668 $35.31 24/05/2007 ~
MBL0105 1,668 $32.76 28/05/2007
MBL0106 - 1,668 '$33.12 - 29/05/2007
MBLO107 10,834 ° $33.54 04/07/2007
MBLO109 8,500 $33.05 08/07/2007
MBLO111 1,668 $36.00 . - 10/07/2007
MBLO117 1,668 : $32.47 23/07/2007
MBLO118 1,926,013 $30.51 01/08/2007
MBL0120 5,000 - $31.54 26/08/2007
MBLO121 1,668 $32.77 "27/08/2007
MBL0122 1,668 $33.06 28/08/2007
MBL0124 239,411 $30.51 30/08/2007
. MBL0125 1,700 $31.49 02/09/2007
MBL0128 5,000 $31.28 05/09/2007
MBL0129 6,668 $30.51 06/09/2007
MBLO131 71,410 $30.51 * 11/10/2007
MBL0132 1,668 $33.20 14/10/2007
MBL0133 6,668 $26.45 15/10/2007
MBL0136 1,668 . $25.04 24/10/2007
MBL0138 5,000 - $24.48 28/10/2007
MBL0142 159,821 $30.51 24/12/2007
MBL0143 . 4,168 $27.18 - 27/12/2007
MBLO144 16,668 $31.54 30/12/2007
MBL0146 5,000 . $26.45 02/01/2008
MBL0147 12,500 $31.56 03/01/2008
MBL0149 4,168 $21.66 03/02/2008
MBLO0151 1,668 $23.48 24/01/2008
MBL0152 1,668 $20.57 06/02/2008
MBL0153 1,668 $20.44 10/02/2008
MBL0155 1,668 $23.03 12/02/2008
MBLO0156 1,668 $20.50 13/02/2008

Al 1AW iidi=ivl &
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As at 31 October 2006

Listing of Macquarie Bank Limited Options

MBL Exercise
Code Number Price Expiry Date
MBL0158 1,668 $22.76 19/02/2008
MBLO161 2,334 $23.82 05/03/2008
MBL0O162 1,000 $22.22 06/03/2008
MBL0163 1,668 $25.23 07/03/2008
MBLO0166 1,668 $21.23 13/03/2008
MBLO167 10,834 $25.82 14/03/2008
MBL0169 7,334 $25.23 24/03/2008
MBLO170 10,834 $25.15 01/04/2008
MBLO171 8,334 $25.68 02/04/2008
MBL0173 1,668 $25.94 23/04/2008
MBLO174 4,168 $24.20 24104/2008
MBLO0176 12,500 $24.67 06/05/2008
MBLO177 1,668 $24.85 07/05/2008
MBLO0178 3,334 $24.40 08/05/2008 '
MBL0179 1,668 $24.71 08/05/2008
MBLO181 - 8,334 $25.92 13/05/2008
MBLO182 13,017 $24.58 22/05/2008
MBL0183 3,334 - $24.22 23/05/2008
MBL0184 3,334 $24.25 26/05/2008
MBLO185 5,000 $21.12 28/05/2008
MBLO0187 3,334 $24.98 14/07/2008
MBLO0188 11,668 $24.98 16/07/2008
MBLO189 4,168 $24.93 17/07/2008
MBL0190 1,668, . $24.49 27/07/2008
MBLO191 1,668 © $25.00 28/07/2008
MBLO192 1,668 $26.05 31/07/2008
MBL0193 4,166 $26.51 01/08/2008
MBL0194 5,000 $26.21 04/08/2008
MBLO195 401 $24.42 19/08/2008
MBLO0196 1,668 $28.99 20/08/2008
MBL0200 5,000 $29.00 26/08/2008
MBL0202 3,767,671 $28.74 28/08/2008
MBL0203 - 3,334 $29.46 16/09/2008
MBLO0204 3,334 $29.46 15/09/2008
MBL0205 1,668 $24.17 17/09/2008
MBLO206 12,500 $28.74 26/09/2008
MBL0207 447,643 $28.74 24/09/2008
MBLO208 9,250 $24.54 22/09/2008
MBL0209 20,947 $28.74 01/10/2008
MBL0212 5,000 $29.46 02/10/2008
MBLO214 3,334 $29.11 09/10/2008

Al T AW IY
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Listing of 'Macquarle Bank Limited Options

As at 31 October 2006

{

iy

: “ MBL : Exercise
| ) Code Number Price Expiry Date

y MBLO215 4,168 $28.64 13/10/2008
‘ MBL0216 21,667 $30.26 12/10/2008
MBL0217 4,168 $24.28 20/10/2008
MBL0218 3,334 $32.82 21/10/2008
MBLO219 3,334 $31.39 2211012008
MBL0220 5,000 - $29.91 23/10/2008
MBL0221 5,000 $22.22 24/10/2008
MBL0222 22,000 $28.74 30/10/2008
MBL0223 3,334 $29.78 03/11/2008
MBLO224 12,500 $29.72 04/11/2008
MBL0225 5,000 $31.18 31/10/2008
MBL0226 5,000 $34.49 06/11/2008
MBL0227 1,668 $26.84 01/09/2008
MBL0228 12,500 $29.00 05/11/2008
| MBL0229 _ © 8,334 $34.49 09/11/2008
MBL0231 3,334 $31.74 07/11/2008
MBL0233 12,500 $34.44 14/11/2008
MBL0234 8,334 $34.72 17/11/2008
MBL0235 5,000 $33.99 21/11/2008
MBL0236 8,334 $31.31 20/11/2008
MBL0237 : 5,000 $34.40 18/11/2008
MBL0238 1,668 . $24.53 03/12/2008
MBL0241 1,668 - $21.66 : 11/12/2008
MBL0242 1,000 $28.74 16/12/2008
MBL0243 3,334 $34.60 12/12/2008
MBL0245 4,300 $28.74 23/12/2008
MBLO0246 4,446 $24.85 22/12/2008
MBL0247 12,500 $34.78 08/01/2009
MBL0248 12,500 $34.78 08/01/2009
MBL0249 8,334 $33.95 22/01/2009
MBL0250 8,334 $28.96 02/02/2009
MBL0251 2,900 $30.51 01/08/2007
MBL0252 10,000 © $33.45 09/02/2009
MBLO253 8,334 $33.45 09/02/2009
MBL0O254 15,002 $33.45 09/02/2009
MBL0255 5,000 $32.48 09/02/2009
MBL0256 27,502 $33.76 08/03/2009
MBLO257 17,500 $34.67 22/03/2009
MBL0258 3,400 . $24.62 08/03/2009
MBL0259 3,334 $24.58 09/03/2009
MBLO260 35,866 $36.71 08/04/2009

*




Listing of Macquarie Bank Limited Options

- As at 31 October 2006

' MBL
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_ Exercise
i Code Number Price Expiry Date
MBL0261 25,834 $35.54 22/04/2009
MBL0262 35,000 $34.66 10/05/2009
MBL0263 49,168 $33.00 24/05/2009
MBL0264 12,500 $33.84 - 08/06/2009
MBL0265 25,834 $34.27 22/06/2009
MBLO0266 37,502 $33.58 08/07/2009
MBL0267 1,296,573 $33.11 22/07/2009
MBL0268 2,576,735 $32.75 09/08/2009
MBL0269 2,010,997 $32.26 23/08/2009
MBL0270 £ 5,000 $30.67 23/08/2009
MBL0271 629,462 - $34.60 08/09/2009
MBL0272 - 173,902 $35.28 22/09/2009
MBL0273 183,487 $36.99 . 08/10/2009
MBL0274 78,794 $39.64 22/10/2009
MBL0275 68,668 $40.81 " 08/11/2009
MBL0276 94,200 $32.75 08/11/2009
MBL0277 20,000 $33.11 08/11/2009
MBL0278 47,984 $41.72 22/11/2009
MBL0279 115,302 $32.75 22/11/2009
MBL0280 61,067 $44.68 08/12/2009
MBLO0281 - 4,900 $34.60 08/12/2009
MBL0282 13,334 $32.75 08/12/2009
MBL0283 40,000 $45.15 22/12/2009
MBL0284 24,166 $46.97 10/01/2010
MBL0285 22,500 $47.28 10/01/2010
MBL0286 8,334 $48.68 24/01/2010
MBL0287 4,000 $48.61 24/01/2010
MBL0288 60,000 $49.31 08/02/2010
MBL0289 27,500 $49.47 08/02/2010 .
MBL0291 . 82,500 $49.16 22/02/2010
MBL0292 32,500 $49.51 08/03/2010
MBL0293 35,000 $49.57 22/03/2010
MBL0294 82,500 $47.82 08/04/2010
 MBL0295 72,500 $45.14 22/04/2010
MBL0296 32,500 $49.31 08/04/2010
MBL0297 35,000 $45.89 09/05/2010
MBL0298 37,500 $49.18 23/05/2010
MBL0299 12,500 $47.82 © 23/05/2010
MBLO300 62,500 $54.24 08/06/2010
MBL0301 35,000 $58.02 22/06/2010
MBL0302 12,500 $49.18 22/06/2010




As at 31 October 2006

Listing of Macquarie Bank Limited Options

MBL Exercise
Code Number Price Expiry Date
MBL0303 88,000 $60.41 08/07/2010
MBL0304 37,500 $63.42 22/07/2010
MBLO305 8,794,328 $63.34 01/08/2010
MBL0306 32,500 $62.13 08/08/2010
MBL0307 31,750 $63.34 08/08/2010
MBL0308 77.500 $63.33 22/08/2010
MBL0O309 115,000 $65.72 08/09/2010
MBL0310 10,060 $63.34 08/09/2010
MBL0O311 8,334 $32.26 10/01/2010
MBL0312 '5,000 $35.28 22/09/2009
MBL0313 35,500 $67.85 22/09/2010
MBL0314 680 $63.34 22/09/2010
MBL0315 5,000 $44.94 08/12/2009
MBL0316 13,000 $63.34 10/10/2010
MBL0317 69,500 $70.56 10/10/2010
MBL0318 48,000 $64.16 24/10/2010
MBL0319 65,000 $66.92 08/11/2010
MBL0320 61,500 $70.60 22/11/2010
MBL0321 73,500 $68.24 08/12/2010
MBL0322 25,000 $68.36 22{12/2010
MBL0323 32,500 $67.85 09/01/2011
MBL0324 61,000 $70.47 23/01/2011
MBL0325 119,000 $63.09 08/02/2011
MBL0326 3,334 $32.26 23/08/2009
MBL0327 36,000 $61.33 22/02/2011
MBL0328. 61,000 $60.35 08/03/20114
MBL0329 27,000 $61.91 22/03/2011
MBL0330 91,900 $68.01 10/04/2011
MBL0331 43,000 $68.83 24/04/2011
MBL0332 5,000 $32.75 09/08/2009
MBL0333 91,000 $70.21 08/05/2011
MBL0334 19,000 $66.83 22/05/2011
MBL0335 28,000 $65.12 08/06/2011
MBL0336 79,000 $65.95 22/06/2011
MBL0337 21,310 $68.03 10/07/2011
MBL0338 42,000 $62.75 22/07/2011
MBLO0339 10,219,537 $61.79 01/08/2011
MBLO340 . 26,500 $61.79 08/08/2011
MBLO0341 74,400 $60.99 - 08/08/2011
MBL0342 20,480 $61.79 22/08/2011
MBL0343 96,000 $61.03 22/08/2011

MilIITAWITIVIRLIND
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Listing of Macquarie Bank Limited Options

As at 31 October 2006

Ml ITAWwWDlIineIvl I

. MBL Exercise

! Code Number Price Expiry Date
MBL0344 15,095 $61.79 08/09/2011
MBL0345 205,000 $64.43 08/09/2011
MBL0346 4,495 $61.79 22/09/2011.
MBL0347 54,000 $65.96 22/09/2011
MBIL.0348 5,925 $61.79 09/10/2011
MBL0349 116,000 $69.47 09/10/2011
MBL0350 4,000 $64.43 09/10/2011
MBLO0351 11,000 $64.43 23/10/2011
MBL0352 53,000 $72.17 23/10/2011

36,875,722
~

!
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MACQUARIE BANK LIMITED - e
SUPPLEMENTARY PROSPECTUS FOR | ?
THE MACQUARIE BANK | |

EMPLOYEE SHARE OPTION PLAN - ' ;

o —— e e e o

This supplementary prospectus (Supplementary Prospectus) is mtended to be
read with the prospectus dated 30 June 20086, relating to Options over Shares of
: Macquarie Bank Limited (Prospectus).

|
i
I
IMPORTANT-PLEASE READ !
Supplementary Prospectus dated 14 November 2006 f
|
This, Supplementary Prospectus is dated ¥ November 2006 and was lodged with the Australian Securities| and
Investments Cormission (‘ASIC”) on that date. Neither ASIC nor ASX take any responsibility for the contents of
this Supplementary Prospectus. Unless otherwise defined in this Supplementary Prospectus, terms defined |n the

Glossary to the Prospectus have the same meaning in this Supplementary Prospectus. |

I
!
|
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|
!
|
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1. DESCRIPTION OF MACQUARIE BANK LIMITED

i
|

On 14 November 2006 MBL released its Interim Update to 30 September 2006 (“Interim Updates’)
The Interim Update contains a discussion of MBL's results and operations for the six month perrod
to 30 September 2006 as well as factors that have impacted on its financial performance and the
outlook for the coming period. The Interim Update should be referred to for details of those matters
and is available to each Eligible Executive on MacNet. For those without access to MacNet, copaes
are available free of charge by contacting Investor Relations on (02) 8232 5006. MBL also released
other information relating to its results for the six months to G0 September 2006 to ASX which is
available on MBL's website at www.macquarie.com.au/investorrelations or copies are available free

of charge by contacting Investor Relations on the number above.

i
t
|

MBL's basic earnings per share for the six months to 30 September 2006 were 300.9 cents and the
interim ordinary dividend for the period was $1.25 per share fully franked.

2. TRADING IN SHARES ON ASX

The following table provides a summary of the prices and volumes at whichi Shares have traded

MBL - Share Trading History Since June 2006

Monthly Share Price ($)

since June 2006 on ASX.

Period High

2006
June 70.45
July 70.00
August 64.87
September 69.15
October 75.75

[Source' Australian Stock Exchange Limited)

Low

60.10
60.61
59.30
62.00
68.80

Close

69.00

61.85°

64.80
69.15
74.55

¥

|

Monthly Volume

~

(000s) |

26,165
22,864
26,430
20,225
23,615

I

It should be noted that the price at which Shares will trade on ASX in future maylnot
necessarily reflect recent prices and will depend on factors including those stated in

section 5 of the Prospectus.

3. ISSUED SHARE CAPITAL

As at 13 Novermber 2006 the Bank's issued share capital was as follows:

Ordinary Shares

- Macquarie Income Securities

Non-cumulative Redeemable Preference Shares

b
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Number
249,683,249
4,000,000

350,000
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4. POTENTIAL RESTRUCTURING OF THE BANK o !

..~ The Bank announced in July 2006 that it was examining a corporate restructuring, most !iE<er
involving the establishment of a non-operating holding company (NOHC) holding both the banklng
,' and non-banking business. A restructure may be completed in;approximately 18 months. However
+ this timing is subject to the resolution of key tax, accounting and regulatory issues. |

The impact of any restructure on Options can not be determined at this time. However, the

restructure may involve Optionholders holding options to acquire shares in the NOHC rather than in

the Bank. The tax implications of any restructure of the Bank on Options have also not been
" determined. |

5. LAPSE OF OPTIONS

1

f
The Prospectus is amended by replacing the word “retiremant” with the word “Retirement” in the
third paragraph of section 2.4.1 Lapse of Options and inserting the 1foI|ow1ng definition of
Retirement in the Glossary:

|
i
i
!
1
“retirement from or otherwise Ieavmg the relevant industry as determined at the absolute discretion
of the Committee.” : {

{

6. DEFINITIONS

L The PfOspectus is amended by inserting the following definitions in the Glossary:

i
t
|
i
H
|
}
! ' ; i
' H
1

Associated Company An Employee who is not a MBL Employee. '
Employee ' : )
Bank Subsidiary A company is a Bank Subsidiary if: . C
' (a) MBL controls the composition of that company's board; or f
(b} MBL is in a position to cast, or control the casting of, more

than one half of the maximum number of votes that might
) be cast at a general meeting of that company; or
(c) " MBL halds more than one-half of the issued: share capital
’ " of that company (excluding any part of that.issued share
capital that carries no right to participate beyond a
specified amount in a distribution of either profits or capita);
; oo
f . (d) that company is a subsidiary of a subsidiary of MBL under
: any of paragraphs (a) to (c).

" MBL Employee MBL Employee means an Employee who is: '
' , (a) -an employee of the Bank or an employee of a Bank
Subsidiary to whom the Bank or the Bank Subsidiary must
: = pay salary, wages, commission, bonus or allowances from
' . which the Bank or the Bank Subsidiary is required to
‘ withhold PAYG Withholding payments or amounts; or
; ' (b) a director of the Bank or a director of a Bank Subsidiary or
. -a person who.performs the duties of a director of the Bank
’ or of a Bank Subsidiary t0 whom remuneration is paid by
the Bank or Bank Subsidiary from which the Bank or the
Bank Subsidiary is required to withhold PAYG Withholding .
payments or amounts.

PAYG Withholding A payment from which an amount must -be withheld under

e e e e ey e
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{b) the date the MB_L Employee ceases employment; or

1
1
‘ . . {
payment Subdivision 12-B of Schedule 1 to the Taxation Administration Act i
' 1953 (Cwith}. ' |

|

7. GRANT OF OPTIONS,

' The Prospectus is amended by deleting the existing third paragraph of section 2.3. 2 Grant of

Options and substituting in its place the following:

“Eligible Executives should note that there are likely to be different taxation consequences in taklng
up the Options, depending on whether they are a MBL Employee, Associated Company Employee
or Consultant. There will also be different taxation consequences, depending on whetherthe
Options are taken up by the Eligible Executive in their individual capacity, via a Controlled Company
or via a Permitted Trustee (see sections 4.2 to 4.6 below, as applicable).” !

8. PURPOSE AND ROLE OF THE DESQOP
The Prospectus is amended by deleting the existing section 3.2.3 Purpose and Role of the |
DESOP and substituting in its place the following: '

“The Bank has introduced the DESOP into the Option Plan to further encourage long term employee
share ownership and alignment of the mterests of employees w1th shareholders. ; .
For MBL Employees, shares held in the DESOP may qualify for a tax deferral in Australia-until the ’
earlier of ten years from the date of grant of the underlying Options, the date when shares may f|rst
be sold, having been withdrawn from the DESOP, or the date the relevant MBL Employee resngns
from the Bank or an Associated Company of the Bank. (See section 4, “Taxation Considerations”).

The Shares are subject to a six month Non- Dlsposal Period from the date that the Shares are | .
placed into the DESOP and are subject to the Restrictions which apply at all times while held under
the DESCOP." o - s

9. MAIN CONSEQUENCES TO EXECUTIVES FROM D_ESOP ' ;

The Prospectus is amended by deleting the existing section 3.3 Main'Con‘sequences To
Executives From DESOP and substituting in its place the following:

“The Shares may be held under the DESOP until ten years from the date of grant of the Options {or
until the DESOP Participant elects to sell or withdraw the Shares, or the relevant Executive leave
the employ of, or ceases his/her contract with, the Bank or an Associated Company, if earlier).

T

-Where the Optionholder is an MBL Employee and provided the MBL Employee does not make the

taxation election discussed in section 4, “Taxation Considerations” below, no tax will be payable on
grant or exercise of the Options, however any applicable employment taxes and oncosts may be

charged to the MBL Employee’s BCR {see section 4.6 below). Normal income tax (not capital gains.
tax) will be payable by the DESOP Participant {based on the market value, or sales proceeds, of the
Shares less the Exercise Price paid on the exercise of the Options) at the earller of: o

(a) ten years from the date of grant;
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t
t
{c) the date when Shares may first be sold, having been withdrawn from the DESOP. :

Where an Associated Company Employee, Consultant or Controlled Company or Permitted Trustee
is the Optionholder, participation in the DESOP will create no additional taxation consequences. In
these ctrcumstances, no deferral of tax would be available (see sections 4.4 to 4.6 below). i

! '
The Sheres held in DESOP do not attract fringe benefits tax and are not subject to any '
superannuation restrictions. In addition, DESOP Participants are not responsible for administration
costs involved in operating the DESOP as these costs are borne by the Bank. !

1

|
Some examples of situations in which an Executive may W|sh to request the Bank waive the

application of the Non-Disposal Period and Restrictions on Shares I :

1. Executives who do not want Shares to be subject to a six month Non-Disposal Period ani:l‘
ongoing Restrictions and forfeiture provisions (as described in section 3.6) for the entire tume
the Shares are held in DESOP; ,

2. Executives who wish to grant security over Shares issued on exercise of their Options. Al’

third party is likely to be reluctant to accept security over Shares which are held subject t

the Restrictions and forfeiture provisions of the. DESOP, assuming such security is permltte_d

by the Plan Company and the Bank; . | |

Executives who are overseas residents; ' :

Executives who hold their Options via a company structure and who were assessed for tdx

on receipt of the Options;

5. Executives who are intending to resign within a short time frame from the Bank or an
Associated Company of the Bank {once employees reS|gn they cannot remain in the .
DESOPY;

8. Executives who wish to sell the Shares on exercise of .the Options; and

7 Executives who have made the taxation election discussed in Section 4. below.”

O_

B

10. TAXATION CONSIDERATIONS

The Prospectus is amended by deleting the existing section 4 Taxation Consnderatlons and .
substituting in its place the following:

!
}
“4, TAXATION CONSIDERATIONS | t
|

41 GENERAL COMMENTS
The following comments regarding the taxation implications of participation in the Option Plan arle
general in nature and based on current Australian tax laws and practices. l

Taxation in relation to the Option Plan is complex. Eligible Executives are advised to seek their o?wn
professional taxation advice in relation to their personal tax liabilities and, if relevant, those of their.
Controlled Company or Permitted Trustee. Such advice should be obtained at the time of i
application for Options and of completing their tax returns for the years including the date of grant,
lapses of Options, exercises of Options, sale of Options, ‘cessation of employment and on sale of
any Shares resulting from exercise of Options. : 1

The comments are generally relevant to MBL Employee part|c1pants who are reS|dents of Australla

for taxation purposes during the entire Option holding period and the subsequent sale of Optlons or
Shares. 1
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i Different taxation rules apply to partrmpants who are Associated Company Employees Consultants
L © orMBL Employees who are non-residents of Australia for taxation purposes at any time during the
~ Option holding period or the subsequent sale of Optlons or Shares. Further information for non- !

resident participants is available on MacNet. o l

Eligible Executives who are Consultants or subject to tax in overseas jurisdictions
should seek specific professional taxation advice on their particular situations and
note potential reporting and‘withholding obligations for'the Bank outlined at 4.9. l

t

._-.....,_-__.__.....____

4

Relatronshlp with other Equity Plans of the Bank
MBL Employee participants in other employee equity plans should ensure that they are aware of ‘

. and carefully consider, their taxation positions under those plans as it is important to consider the

1 . overall effect of making (or not making) the section 139E taxation election. Only one election can be
made each financial year and this will apply to all employee equity. plans under which the MBL |,
Employee acquires shares or Optlons in that year, but not to acqwsrtrons of shares pursuant to the

exercise of Options. ‘ ‘ |

. DESOP Conditions | o :
Shares issued on the exercise of Options will, unless a waiver is granted, automatically be subject to
the DESOP Non-Disposal Period and other Restrictions. [

DESOP participants should note that the Bank does not.warrant that any partrcular taxation

~ treatment will apply. Participants should seek professional financial and taxation advice referable to
their individual circumstances to assist in determining whether or not to request a waiver of the
DESOP restrictions. ‘ : !

4.2 MBL EMPLOYEE AS OPTIONHOLDER AND NO SECTION 139E .
ELECT!ON MADE . , ; i
. Ifthe Optlons are taken up by the MBL Employee personally and the Tax Act sectlon 138E
f " election (see below) is not made, no tax is payable on grant of the Option, however any
applicable.employment taxes and oncosts may be charged to the MBL Employee s BCR (see
| © section 4.6 below).

In such a case, the taxing poeint for the Options, called the “Cessation Time”,-is the earliest of the
following events: . i

(a) where the DESOP conditions apply to the Shares acquired on exercise of the Options, the
first time that those Shares could be traded following release from the DESOP conditions|(i.e.
the first day of the next staff trading period if the release occurs outsrde a staff tredlng
period);

{b) when the MBL Employes ceases employment with the Bank or a Bank Subsidiary (see |,
sectlon 4 5 below)

+

! . o) ten years from the date of grant of the Options; .

{d) where the Bank has waived the DESOP conditioos, the exercise of the Options will be the:
taxing point: ‘ _ :
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(e) when the MBL Employee disposes of the ODtIOﬂS {eg. sale of vested Option under a sale of
Options facility). L
Note in refation to (a), the Commissioner may take the view that the Cessation Time is the time of
release from DESOP conditions, not the first day of the next staff trading period.
If an MBL Employee sells the Options within 30 days of the Cessation Time, the MBL Employee
will include as assessable ordinary income (not capital gain} an amount equal to the net sales
proceeds of the Opticns. :
if an MBL Employee exercises the Options and sells the Shares within 30 days of the '
Cessation Time, the MBL Employee will include as assessable ordinary income (not capital gain) an
amount equal to the net sales proceeds of the Shares less the Exercise Price of the Options.
If an MBL Employee exercises the Options and holds the Shares beyond 30 days of the |
Cessation Time the MBL Employee will include as assessable ordinary incorme (not capital gam) ‘an
amount egual to the "market value” of the Shares at the Cessation Time less the Exercise Price of
the Options. The “market value” is deemed to be the weighted average of the prices at which MBL
Shares traded on ASX during the one week period up to and including the Cessation Time.- For
future capital gains tax ("CGT") purposes, the Shares will have a cost base equal to the market ;
value of the Shares at the Cessation Time. _
Should the Exercise Price exceed the market value, no amount will be required to be included in
the MBL Employee's assessable income. Strictly speaking, in these circumstances, the Shares will
have a cost base {for CGT purposes) equal to their market value. However it may be that the '
Australian Taxation office ("ATO") will accept the Exercise Price as the cost base given that the :
provisions of the Tax Act do not seem to contemplate the situation where the market value is Iess
than the Exercise Price.

|
4.3 MBL EMPLOYEE AS OPTIONHOLDER AND SECTION 139E ELECTION
MADE !

if the Options are taken up personally by the MBL Employee, the Tax Act section 139E election is
available should the MBL Employee wish t0 be assessed for tax in the tax year of grant, in Wthh
case there is no further tax until the sale of the Options or Shares. Any further assessable amounts
at that time are assessed as capital gains, not ordinary income. Note that the section 139E election
covers all grants of shares and rights under employee share acquisition schemes during the tax’
year in question (but not the acquisition of shares pursuant to the exercise of options), and enables
the tax-concession under the Macquarie Bank Employee Share Plan ("$1,000 Employee Share ;!
Plan"}) to be accessed. .

An MBL Employee has until the date of lodgement of the tax return for the year of grant of the -
Options to decide whether to make the election. : v

If an MBL Employee makes the election, he/she must include an amount determined under the Tax
Act (typically a specn‘led percentage of the Exercise Price) as ordinary income for the year of grant
This same amount is also included in the capital gains cost base of the Option, and ultimately, the
Share. Exercise of the Option does not trigger any tax liabilities but the Exercise Price is also
included in the cost base of the Share.

]

b

The Share will be subject to the Non-Disposal Period and DESOP Restrictions unless these are - -
) |
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|
waived by the Bank. Where the election has been made the DESOP condrtlons do not have any,
tax effect; nelther entry nor exit from the DESOP is a taxable event. B | |
- | 1

‘The specified percentage to be included in the MBL Employee’s assessable income for- the year;'of

grant of the Options depends on the “market value” of Shares on the date of grant relative to the; '

Exercise Price. If these amounts are equal, the specified percentage is 11.6% (for a 5 year Option).

If the market value has increased between the time of calculation of the exercise price and the grant

of the Options, the specified percentage increases. = l

l' . l

If havrng made the election the Opticn expires unexercised, the MBL Employee s tax return should

be amended and the overpaid tax refunded (together with assessable interest). -

50% CGT Concession
The 50% CGT concession will apply to a capital gain made on Options or Shares which are sold
_ more than 12 months after therr acquisition date. . l

i : : . .
" Where the Options are sold, the acquisition date is the Option grant date. lf the MBL‘Employee sells
the Options more than 12 months after the grant date, any capital gain on the sale of the Options
would be eligible for the 50% CGT concessmn :

Where the Options are exercised and Shares sold, the current view of the Australian Taxation
Office, which is supported by recent case law, is that the acquisition date is the date the Optlons

are exercised. On this view, the 50% CGT concession will only apply once the Shares have been
held for 12 months starting from the day the Shares are acquired through the exercise of Optlons

On this view, if an MBL Employee sells the Shares . more than 12 months after the date the Shares|

are acqmred any capital galn on sale of the Shares would be eligible for the 50% CGT concessron

An alternative view is that the acquisition date is the date the Optlons are acqurred on the basis that
the grant of the Options constitutes an agreement to acquire the Shares, and the 12 month holdrng
period commences from the date the agreement to acquire the Shares is entered into. If this vrew is
correct an MBL Employee would not have to hold the Shares for more than 12 months for a cap:tal i
gain to be eligible for the 50% CGT concession (provided the MBL Emplcyee acquired the Optlons

~ at least 12 months prior to the disposal of Shares acquired pursuant to their exercise). The
Commissioner of Taxation has disputed this treatment.

The Bank does not warrant any particular treatment. Therefore, MBL Employee’s who wish to adopt
the alternative view should discuss with their personal tax adviser the applicability of the alternative
views above to their particular circumstances. - ‘

4.4 CONTROLLED COMPANY OR PERMITTED TRUSTEE OF MBL
EMPLOYEE AS OPTIONHOLDER : )

ifa Controlled Company (acting either as principal or ‘as trustee of a family trust) or a Permitted | :
Trustee, which is an "associate" {as defined in s139GE Tax Act) of an MBL Employee takes up the
Options, there are a number of important tax implications. No deferral of tax is available; an !
assessable income amount computed on the same basis as 4.3 above should be mcluded as !
ordinary income in the MBL Employee's personal tax return for the year of grant. This amount
is also-included in the capital gains cost base of the Options in the hands of the Controlled i
Company or Permitted Trustee. '

Supplementary Prospectus — 14 November 2006 - . oo g

AP




VIV LT L LN LIV LA T ke QPN A T IR T LAY O T LIV TN LAY T AT LA AU

No tax liabilities are triggered by exercise of the Options or the MBL Employee Ieaving the
employment of the MBL Group. Where the Option is disposed of the capital gains cost base
includes the amount previously included in the MBL Employee’s assessable income. Where the'
Option is exercised and Shares sold, the capital gains cost base of the Shares includes both the'
Exercise Price and the amount previously included in the MBL Employee’s assessable income. If -
the Op’uon lapses, the Controlled Company or Permitted Trustee would crystallise a capital loss |
equal to the amount previously included in the MBL Employee's assessable income but in this case,
the tax paid by the MBL Employee'is not refunded. {‘ ‘
Shares ecquured as a result of the exercise of.Optlons will be subject to the Non-Disposal Period
and DESOP restrictions unless these are waived by the Bank. Note that in these circumstances the
DESOP-restrictions do not have any tax effect; neither entry to nor exit from the DESOP is a taxable
event. o

.‘ T
It should be noted that capital losses can (subject to other requirements in the tax laws) only be 1
offset agamst the Controlled Company's or Permitted Trustee's current or future capital gains. Any
step-up, in the cost base of assets in the hands of a company or trust may be effectively Clawed
back if the untaxed gain is distributed. It should also be noted that the discount capital gains J
concession is not available to companies. i
MBL Er'np!oyees should seek independent professionél taxation advice in relation to the taxation'
implications arising from the acquisition of Options by a Controlled Company or a Permitted Tru's;tee.

4.5 ASSOCIATED COMPANY EMPLOYEE OR CONTROLLED COMPANY OR
PERMITTED TRUSTEE OF ASSOCIATED COMPANY EMPLOYEE AS 1
OPTIONHOLDER P

If an Associated Company Employee, or a Controlled Company (acting either as principal or as
trustee of a family trust) or a Permitted Trustee, which is an "associate” (as defined in s139GE Tax
Act) of an Associated Company Employee takes up the Options, there are a number of |mportant
tax implications. No deferral of tax is available; an assessable income amount computed on the
same basis as 4.3 above should be included as ordinary income in the Associated Company}
Employee's personal tax return for the year of grant. This amount is also included in the capital
gains cost base of the Option if the Option is held by an Associated Company Employee. If a X
Controlled Company or Permitted Trustee of the Associated Company Employee takes up the .
Options rather than the Associated Company Employee, this amount is instead included in the .
capital gains cost base of the Optlons in the hands of the Controlled Com pany or Permitted
Trustee. {
No tax liabilities are triggered by exercise of the Options or the cessation of the Associated J
Company Employee’s employment with the Associated Company. Where the Option is dlsposed of
the capital gains cost base includes the amount previously included in the Associated Company
Employee's assessable income. Where the Option is exercised and Shares sold, the capital gains
cost bage of the Shares includes both the Exercise Price and the amount previously included in the
Assaciated Company Employee’s assessable income. If the Option lapses, the Associated
Company Employee, or the Controlled Company or Permitted Trustee of the Associated Company
Employee (being the relevant entity that acquired the Option) would crystallise a capital loss equal
to the amount previously included in the Associated Company Employee’s assessable income but
in this case, the tax previously paid by the Associated Company Employee is not refunded. 1 .

f
) i
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Shares acquired as a result of the exercise of Options will be subject to the Non-Disposal Period -
and DESOP restrictions unless these are waived by the Bank. Note that in these circumstances the
DESOP restrictions do not have any tax effect; neither entry to nor exit from the DESOP is a taxable
event.

It should be noted that capital losses can (subject to other requirements in the tax laws) only be | !
offset against current or future capital gains of the entity that acquired the Options or Shares (as
relevant) (being the Associated Company Employee or Controlled Company or Permitted Trustee).
Any step-up in the cost base of assets in the hands of a company or trust may be effectively clawed
back if the untaxed gain is distributed. It should also be noted that the discount capital gains
congession is not available to companies.
Associated Company Employees should seek independent professional taxation advice in relation
to the taxation implications arising from the acquisition of Options in their own name or by a '
Controlled Company or Permitted Trustee.

b

46 CONSULTANT OR CONTROLLED COMPANY OR PERMITTED TRUSTEE
OF CONSULTANT AS OPTIONHOLDER v
If a Consultant, or a Controlled Company {acting either as principal or as trustee of a family trust) or
a Permitted Trustee, which is an "associate” (as defined in s139GE Tax Act) of a Consultant takes
up the Options, there are a number of important tax implications. No deferral of tax is available; an
assessable income amount computed on the same basis as 4.3 above should be included as |
ordinary income in the Consultant’s personal tax return for the year of grant. This amount is
also included in the capital gains cost base of the Option if the Option is held by a Consultant. If
Controlled Company or Permitted Trustee of the Consultant takes up the Options rather than the
Consultant, this amount is instead included in the capital gains cost base of the Options in the |
hands of the Controlled Company or Permitted Trustee. n

!
No tax liabilities are triggered by exercise of the Options or the cessation of the Consultant's ‘
contract with the MBL Group or an Associated Company. Where the Option is disposed of the 1
capital gains cost base includes the amount previously included in the Consultant’s assessable ‘*
income. Where the Option is exercised and Shares sold, the capital gains cost base of the Shares
includes both the Exercise Price and the amount previously included in the Consultant’s assessable
income. If the Option lapses, the Consultant, or the Controlled Company or Permitted Trustee of the
Consultant {being the relevant entity that acquired the Option) would crystallise a capital loss equal
to the amount previously included in the Consultant's assessable income but in this case, the tax
previously paid by the Consultant is not refunded. :
Shares acquired as a result of the exercise of Options will be subject to the Non-Disposal Period
and DESOP restrictions unless these are waived by the Bank. Note that in these circumstances the
DESOP:restrictions do not have any tax effect; neither entry to nor exit from the DESOP is a taxable
event.

It shoutd be noted that capital losses can (subject to other requirements in the tax laws) only be |
offset against current or future capital gains of the entity that acquired the Options or Shares (as
relevant) (being the Consultant or Controlled Company or Permitted Trustee). Any step-up in the
cost base of assets in the hands of a company or trust may be effectively clawed back if the
untaxed gain is distributed. It should also be noted that the discount capital gains concession is'not
available to companies. '
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| I
Consultants should seek independent professional taxation advice in relation to the taxation  {.
implications arising from the acquisition of Options in their cwn name or by a Controlled Company -
or Permitted Trustee. -

|
|
]
4,7 IMPLICATIONS OF CESSATION OF MBL EMPLOYMENT OR CONTRA(T']‘
. 1
4.7.1 Optionholder is an MBL Employee who has not made the section 139E
glection in respect of the year of grant of the Options

The MBL Employee will be subject to income tax on cessation of employment with the MBL Group
in respect of any vested Options or Shares acquired on exercise of those Options held subject to_
the DESOP restrictions. The lapsing of unvested Options (or the cancellation of vested Options) |
does not have any tax implications in these circumnstances. '
Vested Options

. I
® the vested Options are sold on or before the date of cessation of employment, the sales proceéds
must be included in the MBL Employee’s normal assessable income {not capital gain} in the tax
return for the year of sale. '

7 the vested Options are exercised on or before the date of cessation of employment.and the
Shares are sold in an arm’s length sale within 30 days of the date of exercise, the sales proceeds
less the Exercise Price must be included in the MBL Employee's normal assessable income (not|

capital gain) in the tax return for the year of exercise. Z ! :

1 the vested Options are exercised on or before the date of ces_sation of employment (and the
Shares are not held subject to the DESOP restrictions) and the Shares are not sold within 30 days of
the date of exercise, the MBL Employee must include in his/her tax return for the year of exercise
the “market value” of the Shares at the date of exercise less the Exercise Price. The Shares E :
acquired on exercise of those Options will have a capital gains cost base equal to their *market
value" at the date of exercise of the Options. The “market value” is the weighted average Sharel ;
price during the one week period up to and including the day of exercise. If there were no

transactions during that period the latest offer price within that period is treated as the market va‘lue.

However, if the vested Options are exercised after the date of cessation of employment, and the
shares are not sold within 30 days of the date of cessation of employment the MBL Employee must
include in his/her tax retumn in the year of cessation of employment the greate r of:

. the “market value” of MBL Shares on the date of cessation of employrnent less the Exercise
Price of the Options; and .

]
(@) :

a specified percentage of 'the Exercise Price, calculated by reference to the remaining Iife '‘of
the Options, and the “market value” of MBL Shares at the date of cessation of employment
relative to the Exercise Price (refer to the Taxation Division for detailed calculation). '

(b)

The amount included in assessable income is also included in the cost:base of the Options and,

exercise of the Options, is included in the cost base of the Shares acquired on exercise of those,

Options. "
1

if the vested Options are exercised after the date of cessation of employment and the Shares are

1

i
I
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sold within 30 days of the date of cessation of employment, the sale proceeds less the E;(ercise
Price must be included in the MBL Employee's normal assessable income (not capital gain) in the
tax return for the year of cessation of employment. : ‘

!

DESOP Shares o o |

|
i the Optlons have been exercised during employment and the Shares acquired on exercise of
those Options are held subject to the Non-Disposal Period and DESOP Conditions, the Shares wrll
leave the DESOP on the cessation of employment. This will be the taxing point {the Cessation Tlme)

if the ex-DESOP Shares are sold in an arm 's length sale within 30 days of leaving the DESOP, the

sales proceeds reduced by the Exercise Price must be mcluded in the MBL Employee's normal;

assessable income. , I
: |

d the ex- DESOP Shares are held beyond 30 days of leaving the DESOP, the MBL Employee must
include an income amount in his/her tax return for the year of cessation of employment being the
market value of the ex-DESOP Shares at the date of leaving the DESOP reduced by the Exercisé
Price. The Shares will have a capital gains cost base equal to the market value of the Shares. ]

8hould the Exercise Price exceed the market value, no amount will be required to be included i m
the MBL Employee’s assessable income. Strictly speaking, in these circumstances the Shares quI
have a capital gains cost base equal to their market value. However, it may be that the ATO W1II|
accept the Exercise Price as the cost base given that the provisions of the Tax Act do not seem to
contemplate the situation where the market value is less than the Exermse Price.

b |

Lapsed Options
There are no tax mphcatnons if the Options lapse on the MBL Employee Ieavung the MBL Group.

+

|
l
[
|
4.7.2 MBL Employee has made the section 139E election to be taxed in the year
of grant or if the Options are taken up in a Controlled Company or by a |
Permitted Trustee of the MBL Employee ‘
in these situations, the taxing point of the Options occurred at the date of grant. Consequently, 1
there are no taxation implications of the cessation of employment in respect of vested Options, or,
any Shares acquired on exercise of those Options. Shares will leave the DESOP on cessation ofL ‘
employment.
Irrespective of any conditions, where Options are exercised the cost base of Shares acquired on
exercise of those Options will include both the Exercise Price and the amount initially included m'the
MBL Employee's assessable income. (It is noted that exercise must occur generally within six
months of leaving). '

|
|°
|
Lapsed Options * |‘
If Options held by an MBL Employee lapse unexercised, the tax paid on grant (with the exception of
any payroll tax paid at the time of grant) may be refunded (with assessable interest). If the s
Controlled Company or Permitted Trustee took up the lapsed Options it should instead incur a {

i

[

|

capital loss equal to the amount initially included in the MBL Employee’s assessable income.
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4.7.3 Optionholder is an Associated Company Employee or Controlied Company
or Permitted Trustee of the Associated Company Employee '

In these situations, the taxing point of the Options occurred at the date of grant. Consequently,
there are no taxation implications of the cessation of the Associated Company Employee S l l
employment with the Associated Company in respect of vested Options, or any Shares acquired on
exercise of those Options. Shares will leave the DESOP on cessation of the Associated Company
Employee's employment.

Irrespective of any conditions, where Options are exercised the cost base of Shares acquired on
exercise of those Options will include both the Exercise Price and the amount initially included in the
Associated Company Employee's assessable income. (It is noted that exercise must occur
generally within six months of leaving). '

P
Lapsed Optlons f
If Options held by an Associated Company Employee or a Controlled Company or Permitted !
Trustee of an Associated Company Employee lapse unexercised, the tax paid on grant will not be
refunded. The Associated Company Employee (or the Controlled Company or Permitted Trustee‘ if
the Controlled Company or Permitted Trustee of the Associated Company Employee took up the
Options) should instead incur a capital loss egual to the amount initially included in the Assomated
Company Employee's assessable income. _ :
4.7.4 Optionholder is Consultant or a Controlled Company or Permitted Trustee of
a Consultant l
In these situations, the taxing point of the Options occurred at the date of grant. Consequently,
there are no taxation implications of the cessation of the Consultant's contract with the MBL Gro:up
in respect of vested Options, or any Shares acquired on exercise of those Options. Shares will !
leave the DESOP on cessation of the Consultant's contract. . !

Irrespective of any conditions, where Optlons are exercised the cost base of Shares acquired on
exercise of those Options will inciude both the Exercise Price and the amount initially included i in the
Consultant’s assessable income. (|t is noted that exercise must occur generally within six months of
the cessation of the contract). ' e

|
Lapsed Options i
If Options held by a Consultant or a Controlled Company or Permitted Trustee of the Consuitant
lapse unexercised, the tax paid on grant will not be refunded. The Consultant (or the Controllec‘l.
Company or Permiited Trustee, if the Controlled Company or Permitted Trustee of the Consultant
took up the Options) should instead incur a capital loss equal to the amount initially included in the

Consultant’s assessable income.

b

4.8 EMPLOYMENT TAXES AND ONCOSTS .

!
Options acquired under the Option Plan may be subject to employment taxes and oncosts such as
payroll tax or workers compensation insurance premiums, or both, in'the state or territory where the
Eligible Executive is employed. '
The following mformatlon is current as at 30 June 20086, and is subject to change at any time. -
Eligible Executives should note that different rules may apply at the time their Options are granted
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Currently New South Wales, Western Australia, the Northern Terrltory and the Australian Capltall
Territory levy payroll tax on Options granted to employees. i '
P
P
|

New South Wales

]

{
Payroll tax may be applicable in NSW where the Eligible Executive has an employme'nt connecti'on
with NSW at any time during the period commencing six months before the date of grant of the
Options up to and including the date of grant of the Options. |
NSW payroll tax is levied at a rate of 6% of the "market value™ of Options as calculated under l '
Commonwealth income tax legislation. Thus a payroll tax liability will arise in relation to any Optlons
granted to an Eligible Executive with the requisite employment connection with NSW." If the market
value of Bank shares {determined as the weighted average of prices during the one week penod up
to and including the date of Grant) is equal to the Exercise Price of an Option as at the date of Grant
of that Option, the market value of that Option will be 11.6% of the Exercise Price.

If the market value of Bank shares is not equal to the Exercise Price of an Option as at the date of
Grant of that Option, Eligible Executives should contact the Taxation Division on (02) 8232 9266 or
(02) 8232 6832 to be advised of the method by which the market valug, of the Option will be | ‘
calculated. |

Western Australia, the Northern Territory and the Australian Capital Territory

Payroll tax may be applicable in Western Australia, the Northern Territory and the Australian Capital
Territory where the Eligible Executive has an employment connection with that state or territory at
the date of grant of the Options.

In Western Australia, payroll tax is levied at the rate of 5.5% on the amount by which the market ll '
value of Bank shares (determined as the weighted average of prices during the one week penod up
to and including the date of Grant) exceeds the Exercise Price. In the Northern Territory and the
Australian Capital Territory, payroll tax is levied at the rate of 6.2% (Northern Territory) and 6. 85%
{Australian'Capital Territory) on the amount by which the market value of Shares (determined as the
weighted average of prices during the one week before the date of grant) exceeds the Exercise |
Price. If the market value is equal to or less than the Exercise Price, there is no payroll tax liability.

I

|
Generally, the market value of Shares at the date of grant of the Option will be equivalent to the b
Exercise Price of that Option, and therefore a payroll tax liability in these states will not arise.

Other Australian States may also adopt similar Iegislatlon to make Options granted to employees
subject to payroll tax. However, the liability to payroll tax may vary between States, based on
specific State legislation and payroll tax rates. . . '

!

Any payroll tax that is levied upon New Starter Options issued under this Prospectus WI|| be borne
by the Bank.

|
Any payroll tax thatis Ievned upon Mid Year Options wiil be charqed to the Eligible |,
Executive's BCR. .

I

if any other employment taxes or oncosts, including payroll tax or workers compensation, become
payable on the grant of Options under this Prospectus under any current or fut}yre law or regulatlon.

14

i
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the Bank may, at its absolute discretion, charge these to the Eligible Executive's BCR.

4.9 BANK REPORTING AND WITHHOLDING OBLIGATIONS

Eligible Executives should be aware that in certain countries the Bank is required to report to the .
local revenue authority details of Options granted to Eligible Executives and Options exercised by
Eligible Executives. In addition, in certain countries the Bank is required to withhold tax from any
gain made on the Options.” '

11. DEFINITION OF “ASSOCIATED COMPANY”

) .
The Prospectus is amended by deleting the existing definition of “Associated Company” inithe
Glossary and substituting in its place the following: |

“means: : _

(a) any company that is a related body corporate of the Bank; or j

(b} any other entity where the Bank or an Associated Company has a significant
degree of influence on management or business decisions or a significant equity
interest and which the Committee decides is an Associated Company for; the

purposes of the Plan.” o ! .

12. CONSENT TO LODGEMENT !

Each of the Voting Directors of the Bank has consented to the lodgement of this Supplementary
Prospectus with ASIC.

1
i
1
I
1
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Document ﬁlrm'shed to Unitjed States
16 November 2006 Securities and Exchange Conrmrssmn by
Macquarie Bank Limited.
Company Announcements Office ‘ File Number: 82-34740
Australian Stock Exchange Limited ' : ik
20 Brldge Street
Sydney NSW 2000
[' _

. : l ‘

Dear Sir/Madam | : |

]

Vantage — an e-newsletter for investors in Macquarie Australian listed entities

Macquarie Bank today notes the first isswe of an electronic newsletter for in’Vestor’s in
Macquarie Australian listed entities that have registered® to receive corporate :
communications via e-mail. . . . i

Macquarie Bank shareholders wishing to receive Vantage must reglster for electromc
commumcatlons with the share registry as follows: . |

Computershare Investor Services: www.computershare.com

Yours faithfully

Dennis Leong
Company Secretary

Page 1| .
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issue announcement

File Number: 82-34 /40 .

Appendix 3B

New issue announcement,

ARkRule 2.7, 3.10.3, 3.10.4, 3.10.5 E
!
|

]

. H

application for quotation of additional securities

and agreement

Information or documents not available now must be given to ASX as soon as available. Information and |

documents given to ASX become ASX'’s property and may be made public.

Introduced 1/7/96. Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002, 1/1/2003, 24/10/2005,

Name of entity

MACQUARIE BANK LIMITED

ABN
46 008 583 542

We (the entity) give ASX thé following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1 . *Class of *securities issued or to be | Fully Paid Ordinary Shares
issued

2 Number of *securities issued or to | 17,334
be issued (if known) or maximum
number which may be issued

(eg, if options, exercise price and | quoted.
expiry date; if partly paid
*securitics, the amount outstanding
and due dates for payment; if |

*convertible securities, the
conversion price and dates for
conversion)

|
1
|
|
I
I
3 Principal terms of the *securities | As per other fully paid ordinary shares already i
I
|
i
1

+ See chapter 19 for defined terms.
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New issue announcement

7

Do the *securities rank equally in all
respects from the date of allotment
with an existing “class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

o the extent to which they do not
rank equally,” -other than in
relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Yes

5,200 @ $28.74
2,602 @ $30.51
2,600 @ $32.26
666 @ $32.75
2,100 @ $33.11 ,
4,166 @ $35.28 S

N/A shares were issued on exercise of
employee options. ‘

17,334 on 20/11/06

+ See chapter 19 for defined terms.

Appendix 3B Page 2

U —

— ————— .




SRpPrTIeR S v AS

New issue announcement

10

Number and ‘*class . of all
*securities quoted on  ASX
(including the securities in clause
2 if applicable)

Number and ‘“*class of all
*gecurities not quoted on ASX
(including the securities in clause
2 if applicable)

- Dividend policy (in the case of a

trust, distribution policy) on the

_increased capital (interests)

Number +(lass
.249,700,583 Fully Paid Ordinary
Shares '
' |
Macquarie Income
4,000,000 Securities (MBLHB)
Number | *Class
36,870,791 Options over Ordinary
Shares at various
exercise prices
350,000 Non-cumulative

Redeemable
Preference Shares

Shares rank pari passu
paid ordinary shares.

with all existing fully

Part 2 - Bonus issue or pro rata issue

11

12

13

14

15

16

17

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Pelicy for deciding entitlements in
relation to fractions

+ See chapter 19 for defined terms.

24/10/2005 Appendix 3B Page 3
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New issue announcement

18

19

20

21

22

23

24

25

26

27

28

29

30

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitlements are to be dealt with.

Cross reference: rule 7.7,

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issuc

. Amount of any handling fee

payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Preduct
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)
Date rights trading will end (if
applicable)

How do *security holders sell their

entitlements fin  fill through a

+ See chapter 19 for defined terms.
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New issue announcement. -

broker? | & : 7 I

31 How do *security holders sell part -
of their entitlements through a ' 3 J !
broker and accept for the balance?

32 How do *security holders dispose
of their entitlements (except by sale
through a broker)?

33 *Despatch date

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 Type of securities

(tick one)
(a) Securities described in Part 1
(b) All other securities

Example: restricted securities at the end of the escrowed periced, partly paid securities that become fully paid, employee
incentive share securities when restriction ends, securities issued on expity or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick to indicate you are providing the information or

documents

35 If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 If the *securities are ‘*equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 A copy of any trust deed for the additional *securitics

Entities that have ticked box 34(b)

+ See chapter 19 for defined terms,
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New issue announcement

38

39

40

41

42

Number of securitics for which
*quotation is sought

‘Class of T*securities for which

quotation is sought

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

s the date from which they do

¢ the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

o the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securilies, end of
restriction period

(if issued upon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

*Class

+ See chapter 19 for defined terms.
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New issue announcement

* Quotation agreement

1 *Quotation of cur additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose. :

. There is no reason why those *securities should not be granted *quotation.

. An offer of the *securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act.

Note: An entity may need to obtain appropriate warranties from subscribers for the securities in order to be able to give
this warranty '

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any ‘*securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted. .

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted. ’

3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement. '

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete,

Sign here: e Date: 20 November 2006

" (Assistant Company Secretary)

Print name: Michae! Panikian

!
!
n
!

+ See chapter 19 for defined terms.
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Macquarie Bank Limited.

No.1 Martin Place Telephone (61 2) 8232 3333 Money Market 8232 3600 FacsimﬂFi . -
Sydney NSW 2000 Facsimile (61 2) 8232 7780 Foreign Exchangd 8232 3666 Facsimﬁg%mger' 82 34740
GPO Box 4294 Telex 122246 Matals and Mining "

Futures 9231.1028 Telex 72263

Sydney NSW 1164 Internet http:/iwww.macquarie.com.a
- Dobt Markets 8232 3815 Facsimile 8232 4414

DX 10287 SSE
SWIFT MACQAU2S

20 November 2006

Company Announcements Office
A;ustralian Stock Exchange Limited.

_MACQUARIE -
BANK

Dear Sir/Madam,

Macquarie Life Limited, MQ Specialist Investment Management Limited and MQ
Portfolio Management Limited, wholly owned subsidiaries of Macquarie Bank
Limited (*Macquarie”), have been granted exemption from compliance with
section 259C of the Corporations Act allowing them to invest in Macquarie shares.

The exemptions were granted by the Australian Securities and Investments
Commission and are subject to certain conditions. One of these conditions is that
Macquarie discloses the information below to Australian Stock Exchange Limited
on a fortnightly basis.

The aggregated percentage of Macquarie voting shares:

(a) in respect of which Macquarie Life Limited, MQ Specialist
~ Investment Management Limited and MQ Portfolio Management
Limited have the power to control voting or disposal; and

(b) underlying derivatives held by Macquarie Life Limited, MQ
Specialist Investment Management Limited and MQ Portfolio

Management Limited,
f

as at 17" November 2006, was 0.22%. .

Yours faithfully

Michael Panikian
Company Secretary
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New issue announcement

File Number: 82-34740

Appendix 3B

hhRule 2.7, 3.10.3, 3.10.4, 3.10.5

e

New issue announcement;'
application for quotation of additional securities
and agreement

Information or documenis not available now must be given to ASX as soon as available. Information and
documents given (o0 ASX become ASX's property and may be made public.

Introduced 1/7/96, Origin: Appendix 5. Amended 1/7/98, 1/9/99, [/7/2000, 30/9/2001, 11/3/2002, 1/1/2003, 24/10/2005.

Name of cntity.
IMACQUARIE BANK LIMITED

ABN
46 008 583 542

We (the entity) give ASX the following information.

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).

1 *Class of *securities issued or to be | Fully Paid Ordinary Shares
issued

2 Number of *securities issued or to | 443,077
be issued (if known) or maximum
number which may be issued

3 Principal terms of the *securities | As per other fully paid ordinary shares already
| (eg, if options, exercise price and | quoted. :

! expiry date; if partly paid
i *securities, the amount outstanding
and due dates for payment; if

‘ *convertible securities, the
1 conversion price and dates for
conversion)

+ See chapter 19 for defined terms.
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New issue announcement

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

if the additional securities do not

rank equally, please state:

s the date from which they do

s the extent 10- which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

s the extent to which they do not

rank equally, other than in,

relation to the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of* entering *securities ‘into
uncertificated holdings or despatch
of certificates

Yes

1,668 @ $25.04 .
124,475 @ $28.74
117,132 @ $30.51

1,000 @ $31.18

1,700 @ $31.49

1,666 @ $31.74

34,428 @ $32.26
37,175 @ $32.75

1,668 @ $32.76

1,666 @ $32.82

4,000 @ $33.05

56,931 @ $33.11

1,668 @ $33.12

4:166 @ $33.84

1,666 @ $34.27

7,264 @ $34.60

4,166 @ $34.72

3,332 @ $35.28

2,532 @ $36.71

1,668 @ $36.95

1,666 @ $36.99

29,614 @ $37.58

1,826 @ $39.64

N/A shares were issued on exercise of
employee options. ‘

443,077 on 21/11/06

+ See chapter 19 for defined terms,
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New issue announcement

10

Number -and “*class of all
*securities quoted on  ASX
(including the securitics in clause
2 if applicable)

Number and ‘*class of all
*securities not quoted -on ASX
(including the securities in clause
2 if applicable)

Dividend policy {in the case of a
trust, distribution policy) on the
increased capital (interests)

Number *Class
250,143,660 Fully Paid Ordinary
Shares
Macquarie Income
4,000,000 Securities (MBLHB)
Number *Class
36,427,714 Options over Ordinary
Shares at various
exercise prices
350,000 Non-cumulative

Redeemable
Preference Shares

Shares rank pari passu
paid ordinary shares.

with all existing fully

Part 2 - Bonus issue or pro rata issue

11

12

Is security holder approval
required?

Is the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registe_rs
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

+ See chapter 19 for defined terms.
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New issue announcement

18

19

20

2i

22

23

24

25

26

27

28

29

30

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitlements are to be dealt with.

Cross reference: rule 7.7.

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
Jsecurity holders” approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persens entitled

If the entity has issued options, and
the terms entitle option heolders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitlements in  fill through a

+ See chapter 19 for defined terms.
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* New issue announcement

31

32

33

Part 3 - Quotation of securities

broker? | I

How do *security holders sell part
of their entitlements through a
broker and accept for the balance?

How do *security holders dispose
of their entitlements (except by sale
through a broker)?

*Despatch date

You need only complete this section if you are applying for quotation of securities

34

(a)

(b)

Type of securities
(tick one)

Securities described in Part |

All other securities

Example; restricted securities at the end of the escrowed period, panly paid securities that become fully paid, employee
incentive share securities when restricticn ends, securities issued on expiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick to indicate you are providing the information or

documents

35 If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 If the *securities are *equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories
1 - 1,000

* 1,001 - 5,000

5,001 - 10,000
10,001 - 100,000
100,001 and over

37

Entities that have ticked box 34(b)

A copy of any trust deed for the additional *securities

+ See chapter 19 for defined terms.
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New issue announcement

38

39

40

4]

42

Number of securities for which
*quotation is sought

Class of *securities for which
quotation is sought

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

¢ the date from which they do

e the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

s the extent to which they do not
rank e¢qually, other than in
relation to the next dividend,
distribution or interest payment

~

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction period .

(if issued wupon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX ({including the
securities in clause 38)

Number

*Class

+ See chapter 19 for defined terms.
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New issue announcement

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

. The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the *securities for sale within 12 months after their issue will
not require disclosure under section 707(3) or section 1012C(6) of the
Corporations Act. :

Note: An entity may need (o obtain appropriate warranties from subscribers for the securities in order to be able to give
this warranty '

. Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right to return any *securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we

. request that the *securities be quoted. .

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted. '

3 We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement. ‘

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are (will be) true and complete.

Signhere: . Date: 21 November 2006
(Assistant Company Secretary) '

Print name: Michael Panikian

Il
1l
|

i
H
fl
il
il
Il
Ii

+ See chapter 19 for defined terms.
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—

hRuiT 27, 3.10.3, 3.10.4, 3.10.5

Y, Appendix 3B

New issue announcement,.
application for quotation of additional securities

and agreement

Information or documents not available now must be given to ASX as soon as available. Information and
documents given 10 ASX become ASX's property and may be made public.

Introduced 1/7/96. Origin: Appendix 5, Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002, 1/1/2003, 24/10/2005.

Name of entity

ACQUARIE BANK LIMITED

ABN

. (6 008 583 542

We (the entity) give ASX the following information.

Part 1 - All issues’

You must complete the relevant sections (attach sheets if there is not enough space).

1

*Class of Tsecurities issued or to be
issued

Number of *securities issued or to’

be issued (if known) or maximum
number which may be issued

Principal terms of the *securities
(eg, if options, exercise price and
expiry date; if partly paid
*securities, the amount outstanding
and due dates for payment; if
*convertible securities, the
conversion price and dates for
conversion)

Fully Paid Ordinary Shares

185,483

+

As per other fully paid ordinary shares already

quoted.

+ See chapter 19 for defined terms.
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New issue announcement

Do the *securities rank equally in all
respects from the date of allorment
with an existing *class of quoted
*securities? :

If the additional securities do not

rank equally, please state:

e the date from which they do

¢ the extent to which they
participate for the next dividend,
(in the «cdase of a trust,
distribution) or interest payment

s the extent to which they do not
rank equally, other than in
relation to' the next dividend,
distribution or interest payment

Issue price or consideration

Purpose of the issue

(If issued as consideration for the
acquisition of assets, clearly identify
those assets)

Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Yes

3,166 @ $25.23
36,026 @ $28.74
1,666 @ $29.78
64,872 @ $30.51
12,263 @ $32.26
42,062 @ $32.75
2,365 @ $33.11
1,666 @ $34.27
4,166 @ $34.49
1,000 @ $34.60
3,233 @ $35.28
1,666 @ $35.54
4,166 @ $36.71
5,000 @ $36.85
1,666 @ $41.72

N/A shares were issued on exercise of
employee options.

185,483 on 22/11/06

+ See chapter 19 for defined terms.
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New issue announcement

10

Number and “*class of all
*securities quoted on  ASX
{including the securities in clause
2 if applicable)

Number and “*class of all
*securitics not quoted on ASX
(including the securities in clause
2 if applicable)

Dividend policy (in the case of a
trust, distribution policy} on the
increased capital (interests)

+(Class

Number
250, 329,143 _Fully Paid Ordinary .
Shares
Ma}:quarie Income
4,000,000 Securities (MBLHB)
Number *Class
36,242,231 Options over Qrdinary
Shares at various
{ exercise prices
350,000 Non-cumulative

Redeemable
Preference Shares

Shares rank pari passu
paid ordinary shares.

with all existing fully

Part 2 - Bonus issue or pro rata issue

11

12

13

14

15

16

17

Is  security holder approval
required?

I[s the issue renounceable or non-
renounceable?

Ratio in which the *securities will
be offered

*Class of *securities to which the
offer relates

*Record date to  determine
entitlements

Will holdings on different registers
(or subregisters) be aggregated for
calculating entitlements?

Policy for deciding entitlements in
relation to fractions

+ See chapter 19 for defined terms.
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New issue announcement

18

19

20

21

22

23

24

25

26

27

28

29

30

Names of countries in which the
entity has “security holders who
will not be sent new issue
documents

Note: Security holders must be told how their
entitiements are to be dealt with.

Cross reference: rule 7.7,

Closing date for receipt of
acceptances or renunciations

Names of any underwriters

Amount of any underwriting fee or
commission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
acceptances or renunciations on
behalf of *security holders

If the issue is contingent on
*security holders’ approval, the
date of the meeting

Date entitlement and acceptance
form and prospectus or Product
Disclosure Statement will be sent to
persons entitled

If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

Date rights trading will end (if
applicable)

How do *security holders sell their
entitiements in  full through a

+ See chapter 19 for defined terms.
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New issue announcement

broker? I

31 How do *security holders sell part
of their entitlements through a
broker and accept for the balance? ; . :

32 How do *security holders dispose
of their entitlements (except by sale
through a broker)? '

33 *Despatch date

Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

34 - Type of securities

(tick one)
{a) ~ Securities described in Part 1
O All other securities

Example: restricted securities at the end of the escrowed period, partly paid securities that become fully paid, employce
incentive share securities when restriction ends, securities issued on expiry or conversion of convertible securities

Entities that have ticked box 34(a)

Additional securities forming a new class of securities

Tick 1o indicate you are providing the information or

documents

35 If the *securities are *equity securities, the names of the 20 largest holders of the
additional *securities, and the number and percentage of additional *securities held by
those holders

36 If the “*securities are ‘*equity securities, a distribution schedule of the additional
*securities setting out the number of holders in the categories)
1-1,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

37 A copy of any trust deed for the additional *securities

Entities that have ticked box 34(b)

+ See chapter 19 for defined terms.
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38

39

40

A4l

42

Number of securities for which
*quotation is sought

Class of *securitiecs for which
quotation is sought

Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?

If the additional securities do not

rank equally, please state:

» the date from which they do

o the extent to which they
participate for the next dividend,
(in the case of a trust,
distribution) or interest payment

¢ the extent to which they do not
rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

Example: In the case of restricted securities, end of
restriction period

(if issued wupon conversion of
another security, clearly identify that
other security)

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

Number

*Class

+ See chapter 19 for defined terms.
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New issue announcement

Quotation agreement

1 *Quotation of our additional *securities is in ASX’s absolute discretion. ASX may
quote the *securities on any conditions it decides.

2 We warrant the following to ASX.

U The issue of the *securities to be quoted complies with the law and is not for
an illegal purpose.

. There is no reason why those *securities should not be granted *quotation.

. An offer of the *securities for sale within 12 months after their issue will ~

! not require disclosure under section 707(3) or section 1012C(6) of the

Corporations Act. .
Note: An enlity may need to obtain appropriate warranties from subscribers for the securities in order to be able to give
this warmanty

o Section 724 or section 1016E of the Corporations Act does not apply to any
applications received by us in relation to any *securities to be quoted and
that no-one has any right- to return any ‘securities to be quoted under
sections 737, 738 or 1016F of the Corporations Act at the time that we
request that the *securities be quoted.

. If we are a trust, we warrant that no person has the right to return the
*securities to be quoted under section 1019B of the Corporations Act at the
time that we request that the *securities be quoted. |

3 " We will indemnify ASX to the fullest extent permitted by law in respect of any
claim, action or expense arising from or connected with any breach of the warranties
in this agreement.

4 We give ASX the information and documents required by this form. If any
information or document not available now, will give it to ASX before *quotation of
the *securities begins. We acknowledge that ASX is relying on the information and
documents. We warrant that they are {will be) true and complete.

Signhere: .. e Date: 22 November 2006

(Assistant Company Secretary) ‘

Print name: Michael Panikian

+ See chapter 19 for defined terms.
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MACQU ARIE BANK LIMITED Securities and Exchange Commission by

ie Bank Limited.
A.B.N. 46 008 583 542 Macquarie .

File Number: 82-34740

K

Interim Directors’ report and financial report

Half year ended 30 September 2006

MACQUARIE
BANK

This interim financial report has been prepared in accordance with Australian Equivalents to International Financial Reporting
Standards (“AIFRS") and does not include all the notes of the type normally included in an annual financial report.

This interim report should be read in conjunction with the annual report of Macquarie Bank Limited for 31 March 2006 which was also
prepared in accordance with AIFRS. In addition, reference should be made to any public announcements made by Macquarie Bank

Limited during the interim reporting period in accordance with the continuous disclosure requirements of the Corporations Act 2001
(Cth). ‘
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DIRECTORS’ REPORT

FOR THE HALF YEAR ENDED 30 SEPTEMBER 2006

In accordance with a resolution of the Voting Directors (*the Directors™) of Macquarie Bank Limited (“the Bank™), the Directors submit
herewith the balance sheet as at 30 September 2006, the income statement, the statement of changes in equity and the cash flow
statement of the Bank and its controlled entities (together “the economic eatity”) for the half year ended on that date (“the period”) and

report as follows:

DIRECTORS -
At the date of this report, the Directors of the Bank are:

Executive Directors:

D.S. Clarke, AQ, Executive Chairman .

A.E. Moss, AQ, Managing Director and Chief Executive Officer
M.R.G. Johnson, Deputy Chairman

L.G. Cox, AQ

Independent Directors*:

1.G. Allpass

P.M. Kirby

C.B. Livingstone

B.R. Martin (retired 20 July 2006)
H.K. McCann, AM

J.R. Niland, AC

H.M. Nugent, AO

* Inaccordance with the Bank’s definition of independence.

Unless otherwise stated, the above Directors each held office as a Director of the Bank throughout the period and up until the date of
this report. Those Directors listed as Independent Directors have been independent throughout the period.

RESULT

The financial report for the half year ended 30 September 2006, and the results herein, are prepared in accordance with Australian

Equivalents to International Financial Reporting Standards (“AIFRS”).

The consolidated profit attributable to ordinary equity holders, in accordance with AIFRS, for the period was $730 million (31 March

2006: $434 million, 30 September 2005: $482 million).

INTERIM DIVIDEND

The Directors have declared a 100% franked interim dividend of $1.25 per ordinary share (31 March 2006: 100% franked $1.25 per
ordinary share, 30 September 2005: 90% franked $0.90 per ordinary share), to be paid on 15 December 2006.



MACQUAKIE bANK L1VII 1 D
and its controlled entities

DIRECTORS’ REPORT (continued)

FOR THE HALF YEAR ENDED 30 SEPTEMBER 2006
!

REVIEW OF OPERATIONS

The Bank’s consolidated net profit after income tax attributable to its ordinary equity holders for the half year ended 30 September 2006
was $730 million, an increase of 51% on the prior corresponding period. Basic earnings per share is up 41% to 300.9 cents.

The Bank benefited from a number of significant transactions during the period, including the initial public offering of Dyno Nobel, the
realisation of a large US oil and gas asset and the disposal of the Bank’s investment in Macquarie Goodman Group (MGQ).

To support this strong growth and to fund international expansion opportunities, the Bank raised in excess of $700 million of ordinary
equity earlier this year through a private institutional share placement and a share purchase plan for retail investors.

Total operating income for the half year to 30 Septembef 2006 increased 46% over the prior corresponding period to $3,156 million,
driven by profits from the disposal of equity investments and market conditions that have been favourable for investment banking

activities.

The Bank's global expansion continues to see international income grow, up considerably to $1,321 million, representing an increase of
38% on the prior corresponding period. International income amounted to 44% of the Bank's total operating income (excluding
earnings on capital) for the half year to 30 September 2006, which is down slightly from 46% in the prior corresponding period largely
due to the disposal of MGQ. Excluding the income from this transaction, international income for the half would have represented
approximately 49% of total operating income (excluding eamings on capital).

Operating expenses are up 50% on the prior corresponding period to $2,213 million. Employment costs, the largest component of
operating expenses, are up 54% on the prior corresponding period to $1,807 million. The increase has been driven by headcount growth
combined with growth of staff profit share expense through an increase in net profit and an improved return on equity. Headcount is up
26% on the prior corresponding period to 8,986 staff with international headcount increasing by 48% to 3,006 staff.

AUDITORS’ INDEPENDENCE DECLARATION

A copy of the auditors’ independence declaration, as required under section 307C of the Corporations Act 2001 (Cth), is set out on page

ROUNDING OF AMOUNTS
In accordance with Australian Securities and Investments Commission Class Order 98/0100 (as amended by Class Order 04/667 dated

15 July 2004), amounts in the Directors’ report and the financial report have been rounded off to the nearest million dollars unless
otherwise indicated.

is report is mad@ord:gce with a resolution of the Directors.

—
David Clarke Allan Moss =
Executive Chairman . Managing Director and
‘ Chief Executive Offtcer
Sydney
13 November 2006



PricewaterhouseCoopers
ABN 52 780 433 757

Darfing Park Tower 2
201 Sussex Street
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
WWW.pWEC.Com/au

' Telephone +61 2 8266 0000
" Facsimile +61 2 8266 9939

As léad auditor for the audit of Macquarie Bank Limited for the half year ended 30 September

2006, | declare that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001

in relation to the audit, and

b) no'contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Macquarie Bank Limited and the entities it controlted during the

period.

Fa AT

lan Hammond
Parther
PricewaterhouseCoopers

Liability imited by a scheme approved under Professional Standards Legislation

Sydney

13 November 2006




Consolidated income statement |
for the half year ended 30 September 2006

! Half year to Half year to Half year to
30 Sep 2006 31 Mar 2006 - 30 Sep 2005
? Notes $m $m $m
Interest and similar income 2 2,082 1,674 1,462
Interest expense and similar charges 2 (1,752} (1,377) (1,167
Net interest income 330 297 , 295
Fee and commission income 2 1,705 1,397 1,445
Fee and commission expense 2 (268) (201) (201)
Net fee and commission income 1,437 1,196 1,244
Net trading income 2 456 397 479
Share of net profits of associates and joint ventures using the
equity method 2 99 133 39
Other operating income 2 887 290 121
Other operating expenses 2 (53) (80) (18)
Net other operating income 834 210 103
Total income from ordinary activitics 3,156 2,233 2,160
Employment expenses 2 (1,807) (1,237) (1,170)
Occupancy expenses 2 (100) (80} 59
Non-salary technology expenses 2 (76) 67) 61
Professicnal fees, travel and communication expenses 2 (124) (144) (93)
QOther expenses 2 (106) (101) - (94)
Total expenses from ordinary activities (2,213) {1,629) (1,477)
Operating profit before income tax 943 604 683
Income tax expense 3 {169) (130) {160)
Profit for the half year 774 474 523
Profit attributable to minority interests (29) (26) (26)
Profit attributzble to equity holders of .
Macquarie Bank Limited 745 448 497
Distributions paid or provided on _
Macquarie Income Securities 6 (15) {14) {15)
Profit attributable to ordinary equity holders of
Macquarie Bank Limited 730 434 482
Cents per share
Basic earnings per share 7 300.9 187.6 2129
Diluted earnings per share 7 289.5 179.3 203.5

The above consolidated income statement should be read in conjunction with the accompanying notes.
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as at 30 September 2006

As at Asat As at
Notes 30 Sep 2006 31 Mar 2006 30 Sep 2005
$m ' $m $m
ASSETS
Cash and balances with central banks 9 5 4
Due from banks: 4,086 6,394 2,734
Cash collateral on securities borrowed and reverse repurchase
agreements - 13,039 13,570 10,651
Trading portfolio assets 8 13,756 14,246 12,439
Loan assets held at amortised cost 9 42,60 34,999 31,410
Other financiat assets at fair value through profit and loss 2,893 2,104 1,870
Derivative financial instruments — positive values 11,216 10,978 6,899
Other assets | 6,976 8,452 4,660
Investment securities available for sale 11 4,139 3,746 3,517
Intangible assets 168 50 122
Life investment contracts and other unit holder assets 5,610 5,183 5170
Interest in associates and joint ventures using the equity method 12 3,571 3,463 2,935
Property, plant and equipment 337 292 267
Deferred income tax assets 393 240 238
Assets and disposal groups classified as held for safe 13 3,813 2,189 1,304
Total assets 112,637 106,211 84,220
LIABILITIES
Due to banks 3,724 2,118 1,629
Cash collateral on securities lent and repurchase agreements 8,241 6,995 5,098
Trading portfolic liabilities 14 6,500 10,057 8514
Derivative financial instruments — negative vatues 10,461 10,057 6,877
Deposits 10,249 9,267 8,545
Debt issued at amortised cost 15 42,317 39,022 30,427
Other financial labilities at fair value through profit and loss 16 5,685 5,481 4,627
QOther liabilities 8,072 9,553 5,904
Current tax liabilitics . 246 97 262
Life investment contracts and other unit holder liabilities 5,530 5,130 5,135
Provisions 149 132 122
Deferred income tax liabilities 53 157 116
Liabilities of disposal groups classified as held for sale 13 2,443 1,427 644
Total liabilities excluding loan capital 103,670 99.493 77,900
Loan capital
Subordinated debt at amortised cost 1,252 1,115 1,061
Subordinated debt at fair value through profit and loss 914 266 266
Total liabilities 105,836 100,874 79,227
Net assets 6,801 5,137 4,993
7




as at 30 September 2006 ’
As at Asat As at
Notes 30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m
EQUITY
Contributed equity
Ordinary share capital 17 2,889 1,916 1,830
Treasury shares 17 2) (2) {1
Macquarie Income Securities 17 in in 391
Reserves 18 268 250 125
Retained earnings 18 2,374 1,934 1,708
Total capital and reserves attributable to equity holders
of Macquarie Bank Limited 8,917 ) 4,489 4,053 |
|
Minority interest in disposal groups classified as held for sale - - 135 |
Minority interest 18 884 848 805 |
Total equity - 6,801 5,337 4,993 \
The above consolidated balance sheet should be read in conjunction with the accompanying notes. |
|
\
\
|




Consolidated statement of changes in equity
for the half year ended 30 September 2006

Half year to Half year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m
Total equity at the beginning of the half year 5337 4,993 4,425
Adjustments on adoption of AASB 132 and AASB 139 net of tax:
Retained profits - - 16
Reserves - - il
Available-for-sale investments, net of tax (19) 82 2
Associates and joint ventures 25 1 3)
Cash flow hedges, net of tax 20 10 (12)
Exchange differences on translation of foreign operations 34 41 (41
Net income recognised directly in equity 20 134 kX
Profit for the half year 774 474 523
Total recopnised income and expense for the half year 794 608 556
Transactions with equity holders in their capacity as equity
holders: ‘
Contributions of equity, net of transaction costs 961 82 226
Dividends paid and distributions paid or provided {30%) (222) (328)
Minority interest: :
(Reduction)/contribution of equity net of transaction costs 6 5 (1N
Distributions . 27 (28) (23}
Other equity movements:
Share based payments 35 ' 34 19
Minority interests from disposal groups classified as held for
sale ) - (135) 1315
Total equity at the end of the half year 6,801 5,337 4,993
Total recognised income and expense for the h;lf year is
attributable to:
Ordinary cquity hotders of Macquarie Bank Limited 772 528 560
Macquarie Income Securities holders 15 14 15
Minority interest 57 66 (19)
Total recognised income and expense for the half year 794 608 556

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.




Consolidated cash flow statement
for the half year ended 30 September 2006

Half year to Half year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
Notes Sm $m $m
Cash flows from operating activities
Interest received 1,934 1,711 1,358
Interest and other costs of finance (paid) (1,478) (1,233) (1,068)
Dividends and distributions received 164 188 42
Fees and other non-interest income received 1,712 1,430 1,214
Fees and commissions (paid) (259) {189) (254)
Net (payments)/reccipts from trading securities and
other financial instruments (1,351) (2,154) (3,103)
(Payments) to suppliers (454) (423) (404)
Employment expenses (paid) {1,600} (667) (1,187)
Income tax (paid) {164) {221) (132)
Life investment contract income 150 115 78
Life investment contract premiums received and other unit holder
contributions 567 162 813
Life investment contracts (payments) (626) (17 (1,070}
Assets and disposa! groups classified as held for sale
— net (payments)/receipts from operations as) 13 (15)
Loan assets (granted) (7,854) (3,875} (3,902)
Net increase in money market and other deposit accounts 5,770 10,188 8,322
Net cash flows from operating activities 19 (3,504) 4,928 690
Cash flows from investing activities
(Payments) for investment sccurities (5,904) (3,749) (3,625)
Proceeds from realisation of investment securities 5,558 3,517 3,656
(Payments) for interests in associates (875) (1,548) (905)
Proceeds from the sale of associates 939 712 358
Proceeds on sale of assets and disposal groups classified as held
for sale 240 1,044 194
(Payments) for acquisition of controlled entities, excluding
disposal groups, net of cash acquired (25) (34) (72)
(Payments) for the purchase of assets and disposal groups
classified as held for sale, net of cash acquired (782) (746) (175)
(Payments) for life investment contracts and other unit holder
investments (3,031) (1,742) (3,585)
Proceeds from the sale of life investment contract investments 2917 1,863 3,784
(Payments) for fixed assets {74) (70) {192)
Proceeds from the sale of fixed assets 1 1 4
Net cash flows from investing activities {736) _(752) (558)
Cash flows from financing activities
Assets and disposal groups classified as held for sale —net
proceeds from borrowings 292 - -
Proceeds from the issue of ordinary share capital 864 54 168
Proceeds from/(payments to) other minority interest 9 2 (€))
{Repayment) of subordinated debt - - (26)
Issue of subordinated debt 767 - -
Dividends and distributions (paid) 237 (222) (298)
Net cash flows from financing activities 1,695 (166) (159)
Net (decrease)/increase in cash (2,545) 4,010 (27
Cash and cash equivalents at the beginning of the half year 9,133 5,123 5,150
Cash and cash equivalents at the end of the half year 19 6,588 9,133 5,123

The above consolidated cash flow statement should be read in conjunction with the accompanying notes.
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ANOIES 10 (e nHnancial staements

30 September 2006
1 Summary of significant accounting policies
i) Basis of preparation

This general/purpose financial report for the interim half year reporting period ended 30 September 2006 has been prepared in
accordance viw}'ith Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Act 2001 (Cth).

This ﬁnanclal report comprises the consolidated financial report of Macquarie Bank Limited (“the Bank™) and the entities it
controlled at the end of, or during, the period (together, “the economic entity”).

\l
This interim ﬁnancnal report does not include all the notes of the type normally included in an annual financial report. Accordingly,
this report is to be read in conjunction with the annual report for the year ended 31 March 2006 and any public announcements
made by the Bank during the period in accordance with the continuous disclosure requirements of the Corporations Act 2001 (Cth).

The company is of a kind referred to in Australian Securities and Investments Commission Class Order 98/0100 (as amended by
Class Order 04/667 dated 15 July 2004), relating to the “rounding off” of amounts in the financial report. Amounts in the financial
report have been rounded off in accordance with that Class Order to the nearest million dollars unless otherwise indicated.

The accountmg policies are consistent with those of the previous financial year and corresponding periods, unless otherwise stated.
Reference should be made to Macquarie Bank Limited’s annual report for 31 March 2006 for a complete list of the company’s
accounting policies. Where necessary, comparative figures have been adjusted to conform with changes in presentation at 30
September 2006.
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INotes 10 tThe 11Nanciai staleincnss

30 September 2006
Half year to Half year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m 3m $m
2. Profit for the half year
Net interest income
Interest and similar income received/receivable 2,082 1,674 1,462
Interest expense and similar charges paid/payable (1,752) (1,377 (L,16T)
Net interest income 330 297 295
Net fee and commission income
Fee and commission income 1,704 1,383 1,436
Fee and commission expense (268) (201) (201)
Income from life business and ather unit holder businesses 1 14 9
Net fee and commission income 1,437 1,196 1,244
Net trading income
Equities 341 240 286
Commodities 119 132 65
Foreign exchange products 47 64 88
Interest rate products (51) (39) 40
Net trading income 456 397 479
Share of net profits of associates and joint venfures using the
equity method 99 133 319
Other operating income
Net gains on sale of investment sccurities available for sale 114 52 43
Net gains on sale of associates and joint ventures* 501 23 55
Net income/(loss) from disposal groups held for sale 42 ) (16)
Gain on deconsolidation of controlled entities and businesses held
for sale - 125 3
Dividends/distributions received/receivable from investment
securities 38 27 15
Qther income 192 65 16
Total other operating income 887 290 121
Other operating expenses
Provision for diminution of investment securities (including
investment securities available for sale, associates and joint
ventures) 3) (25) -
Collective allowance for credit losses provided for during the
period (refer note 9) ) (10) ()
Specific provisions
- provided for during the period (refer note 9) (10) (19 (17
- recovery of loans previously provided for (refer note 9) 6 4 11
- loan losses written-off 5) - (4) {3)
- recovery of loans previously writien-off 1 2 1
Total net charge for provisions (14) (52} )]
QOther expenses (39) (28) %)
Total other operating expenses (53) (80) (18)
Net other operating income 834 210 103
Total income from ordinary activities 3,156 2,233 2,160

* Included within net gains on sale of associates and joint ventures for the financial period 30 September 2006 is the profit of $300 million

arising from the sale of the Group’s interest in Macquarie Goodman Group.
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‘Notes to the financial statements

30 September 2006
Half year to Half year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m
2. Profit for the half year (continued) J '
Employment expenses
Salary, salary related costs including commissions, superannuation
and performance-retated profit share (1,678) (1,144) {1,070)
Share based payments 35 (34) (19)
Provision for annual leave ' (12) (2} (10)
Provision for.long service leave (&) V4] (5
Tota! compensation expense (1,730) (1,182) (1,104)
Other employment expenses including on-costs, staff procurement ‘
and staff training [ i) (55) (66)
Total employment expenses (1,807) (1,237) (1,170)
Occupancy eipenses
Operating lease rentals (61) {49 (42)
Depreciation: furniture, fittings and leasehold improvements (19) (12) 9
Other occupancy expenses (20) (19) (8)
Total occupancy expenses (100) (80) (59)
Non-salary technology expenses
Information services (k11)] 2n 2N
Depreciation: computer equipment and software (19) (18} (16)
Other non-salary technology expenses 27 (22) (18)
Total non-salary technology expenses {76) (67} (61)
Professional fees, travel and communication expenses
Professional fees (51) (63) 39)
Auditors’ remuneration 6) ) (4
Travel expenses (48) 47) (36)
Communication expenses (16), (17) (12)
Depreciation: communication equipment {3) (3} (2)
Total professional fees, travel and communication expenses (124} _(144) (93)
Other expenses :
Qther expenses {106) (101} (94)
Total other expenses (106) {101) (94)
Total expenses from ordinary activities 2,213) {1,629) (1,477)

13




Notes to the financial statements

30 September 2006
Half year to ‘. Half year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
Sm $m $m
3 Revenue from operating activities
Interest and similar income 2,082 1,674 1,462
Fee and commission income 1,704 1,383 1,436
Investment revenue and management fees from life
investment contracts and other unit holder businesses 166 373 136
Net trading income : 456 397 479
Profit on the sale of investment securities available for sale
and associates and joint ventures 615 75 103
Other income (excluding profit on the sale of investment
securities available for sale and associates and joint ventures) 371 348 57
Total revenue from operating activities §,394 4,250 3,673

4, Segment reporting

Segment revenues, expenses, assets and liabilities are those that are directly attributable to a segment or the relevant portion that
can be allocated to a segment on a reasonable basis. Segment assets include all assets used by a segment. The carrying amount of
certain assets used jointly by segments are allocated based on reasonable estimates of usage.

Any transfers between segments have been determined on an arms-length basis and eliminated on consolidation.

The segment information has been prepared in conformity with the economic entity’s accounting policies.

Primary segment - business

For internal reporting and risk management purposes, the economic entity is divided into six operating Groups (“the Groups™). The
Groups do not meet the definition of business segment for the purposes of reporting in accordance with AASB 114: Segment
Reporting, because the Groups provide certain products to customers which have the same, or similar, risk and return

characteristics.

For the purposes of determining business segments the activities of the economic entity have been divided into four areas:
) Asset and Wealth Management: distribution and manufacture of funds management products;

. Financial Markets: trading in fixed income, equities, currency, commodities and derivative products;

. Investment Banking: corporate and structured finance, advisory, underwriting, facilitation, broking and real estate/property

development; and

. Lending;: banking activities, mortgages, margin lending and leasing.
Asset and
Wealth Financial Investment
Management Markets Banking Lending Total
$m $m $m $m $m
Half year to 30 September 2006
Total revenue from ordinary activities 1,156 1,351 1,503 1,384 5,394
Total income from ordinary activities 912 629 1,285 330 3,156
Profit for the half year 199 173 349 53 774
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Notes to the financial statements

30 September 2006
4, Segment reporting (continued)
Asset and
Wealth Financial Investment
Management Markets Banking Lending Total
$m $m $m $m $m
Half year to 31 March 2006
Total revenue from ordinary activities 1,054 724 941 1,531 4,250
Total income from ordinary activities 622 447 873 291 2,233
Profit for the half year 88 108 200 78 474
Half year to 30 September 2005
Total revenue from ordinary activities 851 0267 807 1,048 3,673
Total income from ordinary activities 672 478 760 250 2,160
Profit for the half year 153 146 176 48 523
15




Notes to the financial statements

30 September 2006
Half year to Healf year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m
5. Income tax expense
a) Reconciliation of income tax expense to prima facie tax payable
Prima facie income tax expense on operating profit* (283) (182) (205)

Tax effect of amounts which are not deductible/(taxable) in calculating taxable income:

Rate differential on offshore income 103 41 44
Distribution provided on Macquarie Income Preferred
Securities and related distributions 8 7 8
Non-deductible options expense 10) (10) ()]
Other items 13 14 (1)
Total income tax expense (169) (130) (160)

~

b) Amounts recognised directly in equity
Aggregate current and deferred tax arising in the reporting period and not recognised in net profit or loss but directly debited or
credited to equity:

Net deferred tax — (credited)/debited directly to equity (14) 38 29
Total net deferred tax (credited)/debited directly to equity {14) 38 29

* Prima facie income tax on operating profit is calculated at the rate ‘of 30% (31 March 2006 and 30 September 2005: 30%). The
consolidated entity has a tax year ending on 30 September.

Pursuant to a resolution of the Bank, the consolidated entity’s Australian tax liabilities are determined pursuant to tax consolidation
legistation. The Bank together with all eligible Australian resident wholly-owned controlled entities of the Bank represent a Tax
Consolidated Group (“the TC Group™), with the Bank as the Head Entity. As a consequence, the relevant controlled entities are not
liable to make income tax payments and do not recognise any current tax balances. Under the terms and conditions of a tax funding
agreement, the Bank charges each controlled entity for all current tax liabilities incurred in respect of their activities and reimburses
each controlled entity for current tax assets utilised.

Should the Bank be in default of its tax payment obligations, or a default is probable, the current tax balances of the controlled
entities will be determined in accordance with the terms and conditions of a tax sharing agreement between the Bank and entities in
the Group.

In preparing this financial report the Directors have considered the information currently available and where considered necessary
have taken legal advice as to the economic entity’s tax liability and in accordance with this believe that provisions made are
adequate.
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Notes to the financial statements
30 September 2006

6. Dividends paid and distributions paid or provided

i) Dividends paid

Half year to . Half year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m

Ordinary share capital
Interim dividend paid ($0.90 (2005: $0.61) per share) .. : 208 -
Final dividend paid (§1.25 (2005: $1.00) per share) 290 - 224
Special dividend paid (2005: $0.40 per share) - - 89
Total dividends paid 290 208 313

The dividena paid on 5 July 2006, from the retained profits to 31 March 2006, was 100% franked at the 30% corporate tax rate.
All other dividends in the above table were 90% franked at the 30% corporate tax rate.

The Bank’s Dividend Reinvestment Plan {(“DRP") remains activated. The DRP is optional and offers ordinary shareholders in
Australia and New Zealand the opportunity to acquire fully paid ordinary shares, without transaction costs, at the prevailing
market value less 2.5%. A shareholder can elect to participate in or terminate their involvement in the DRP at any time. Details
of fully paid ordinary shares issued pursuant to the DRP are included in note 17 — Contributed equity.

Cents per ordinary share

Cash dividends per ordinary share (including interim dividend ) '
not provided for) 125 125 90

ii) Dividends not recognised at the end of the half year

In addition to the above dividends, since the end of the half year the Directors have recommended the payment of the 2007
interim dividend of $1.25 per fully paid ordinary share, 100% franked based on tax paid at 30%. The aggregate amount of the
proposed dividend expected to be paid on 15 December 2006 out of retained profits at 30 September 2006, but not recognised
as a liability at the end of the half year, is $312 million. This amount has been estimated based on the number of shares eligible
to participate as at 30 September 2006.

17



Notes to the Iinancial statemenis

30 September 2006
Half year to Half yearto  Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
Sm $m $m
6. Dividends paid and distributions paid or provided (continued)
iif) Distributions paid or provided
Macgquarie Income Securities
Distributions paid (net of distributions previously provided) 9 8 9
Distributions provided 6 6 6
Total distributions paid or provided 15 14 15

The Macquarie Income Security (“MIS") is a stapled arrangement, which includes a perpetual preference share issued by the
Bank. No dividends are payable under the preference shares until the Bank exercises its option to receive future payments of
interest and principal under the other stapled security. Upon exercise, dividends are payable at the same rate, and subject to
similar conditions, as the MIS. Dividends are also subject to Directors’ discretion. The distributions paid/provided in respect of
the MISs are recognised directly in equity in accordance with AASB 132: Financial Instruments: Disclosure and Presentation.

Macquarie Income Preferred Securities

Distributions paid (net of distributions previously provided) 2 1 -
Distributions provided 25 27 23
Total distributions paid or provided 27 28 23

The Macquaric Income Preferred Securities represent a minority interest of the consolidated entity. Accordingly, the
distributions paid/provided in respect of the Macquarie Income Preferred Securities are recorded as movements in minority
interest, as disclosed in note 18 — Reserves, retained earnings and minority interests. The Bank can redirect the payments of
distributions under the convertible debentures to be paid to itself. Each debenture converts for 500 Bank preference shares at
the Bank's discretion at any time, in certain circumstances (to meet capital requirements), or on maturity.
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Notes to the financial statements

30 September 2006
Half year to . Half year to Half year to
30 Sep 2006 31 Mar 2006 30 Sep 2005
7. Eafnings per share
; Cents per share
Basic earnigs per share 300.9 187.6 212.9
i
Diluted earnings per share 289.5 179.3 203.5
$m $m Im
'Reconciliatigm of earpings used in the calculation of basic earnings
per share !i
Profit for the half year 774 474 523
{Profit) attributable to minority interests:
Macquarie Income Preferred Securities 27 (28) (23)
Other equity holders (2) 2 3
Distributions paid or provided on: |
Macquarie- Income Securities (15) (14) (15)
Total earnings used in the calculation of basic earnings per share 730 434 482
Reconciliation of earnings used in the calculation of diluted
earnings per share
Eamnings used in calculating basic eamings per share 730 434 482
Tota! earnings used in the calculation of diluted earnings per share 730 434 482
Number of shares
Total weighfed average number of ordinary shares used in the '
calculation of basic earnings per share 242,598,050 231,348,434 226,346,261
Weighted average number of shares used in the
calculation of diluted earnings per share ‘
Weighted average fully paid ordinary shares 242,598,050 231,348,434 226,346,261
Potential ordinary shares:
Weighted average options 9,517,302 10,715,933 10,563,305
Total weighted average number of ordinary shares and potential
ordinary shares used in the calculation of diluted earnings per share 252,115,352 242,064,367 236,909,566

Information concerning the classification of securities

Options granted to employees under the Employee Option Plan are considered to be potential ordinary shares and have been
included in the calculation of diluted earnings per share to the extent to which they are dilutive. The issue price, which is
equivalent to the fair value of the options granted, and excrcise price used in this assessment incorporate both the amounts
recognised as an expense up to the reporting date as well as the fair value of options yet to be recognised as an expense in the
future, '

Included in the balance of weighted average options are 1,795,223 (31 March 2006: 521,102, 30 September 2005: 1,632,150)
options that were converted, lapsed or cancelled during the half year. There are a further 21,120,435 (31 March 2006: 10,278,648,
30 September 2005: 9,825,538) options that have not been included in the balance of weighted average options on the basis that
their strike price was greater than the average market price of the Bank’s fully paid ordinary shares for the half year ended 30
September 2006 and consequently, they are not considered to be dilutive.
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Notes to the financial statements

30 September 2006
As at Asat As at
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m Sm $m
8. Trading portfolio assets
Trading securities
Equities and other securities 8,979 9,211 7,582
Certificates of deposit 867 1,597 939
Promissory notes 1,150 1,188 1,670
Corporate bonds 1,433 995 532
Other government securities 752 612 938
Commonwealth government bonds 163 166 92
Bank bills 250 330 202
Foreign government bonds 40 42 126
Bills discounted - - 309
Total trading securities 13,634 14,141 12,390
Other trading assets
Other commaodities 122 105 49
Total other trading assets 122 105 49
Total tradingl)ortfnlio assets 13,756 14,246 12,439
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Notes to the financial statements

30 September 2006
As at Asat Asat
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m
9. Loan assets held at amortised cost
l * -
Due from clearing houses 3,578 2,033 1,535
Due from governments’ 195 223 286
Due from other entities
Other loans and advances 36,542 30,845 28,239
Less specific provisions (55) (52) (40)
. 36,487 30,793 28,199
Lease receivables 2,454 2,030 1,450
Total due from other entities 38,941 32,823 29,649
Total gross ioan assets 42,714 35,079 31,470
Less collective allowance for credit losses _(83) (30) (60)
Total lean ;ssets held at amortised cost ' 4I2,631 34,999 31,410

* Governments include federa), state and local governments and related enterprises in Australia.

Specific provisions :
Balance at the beginning of the financial period 52 40 45

Provided for during the financial period 1 i9 17
Loan assets written off, previously provided for - 5 (%)
Recovery of loans previously provided for (6) {4) (i)
Transfer from other provisions and other items , - ) 1 -
Transfer to provision against interest in associates and joint ventures

using the equity method - ) (5)
Attributable to foreign currency translation (1) 2 (1)
Total speciﬁc provisions 55 52 40

i ?

Specific provisions as a percentage of gross loan assets 0.13% 0.15% 0.13%

The specific provisions relate to doubtful loan assets that have been identified and provided for.

Collective allowance for credit losses

Balance at the beginning of the financial period ' 80 60 109
Adjustment on adoption of AASB 139 - - (50}
Provided for during the financial period .3 10 1
Transfer from trading portfolio assets - 10 -

Total collective allowance for credit losses 83 80 60

The collective allowances for credit losses is intended to cover losses inherent in the existing overall credit portfolio which are not
yet specifically identifiable. ‘ :
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Notes to the financial statements

30 September 2006
As at As at As at
30 Sep 2006 31 Mar 2006 30 Sep 2005
$Sm $m Sm
10, Impaired financial assets

Impaired assets are disclosed using the definitions and categories of the Australian Prudential Regulation Authority. Impaired
assets include loan assets and impaired items in respect of derivative financial instruments and unrecognised contingent
commitments, which are classified as:

Impaired financial assets without specific provisions for impairment 21 8 10
Impaired financial assets with specific provisions for impairment 167 137 95
Less specific provisions (60) (52) {40
Total impaired loans with specific provisions for impairment 107 85 55
Total net impaired financial assets ' 128 93 65
11. Investment securities available for sale

Equity securities

Listed 453 347 143
Unlisted 145 198 222
Debt securities 3,541 3,201 3,152
Total investment securities available for sale 4,139 3,746 3,517
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INotes to the inancial statements

30 September 2006
Asat Asat Asat
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m fm $m
I :
r H
12, Interest in associates and joint ventures using the equity method '
Interest in associates and joint ventures using the equity method
Loans and investments without provisions for impairment 3,420 3,327 2,829
Loans and investments — at cost 180 176 127
Less provision for impairment 29) (40) 21
Loans and investments at recoverable amount 151 136 106
Total interest in associates and joint ventures using the equity
method ! 3,571 3,463 2,935
Summarised information of interests in material associates and joint ventures is as follows:
Participating As at As at As at
_ interest 30 Sep 2006 31 Mar 2006 30 Sep 2005
Name of entity $m $m $m
Diversified CMBS Investments Inc. 57% 358 365 3713
Dynasty Property Investment Limited 24% 80 79 73
European Directories SA 13% 144 170 149
Macquarie Airports™ 15% 628 564 420
Macquarie Capital Alliance Group 11% 94 89 94
Macquarie Communications Infrastructure Group” 12% 160 136 149
Macquarie Countrywide Trust 9% 217 137 183
Macquarie Diversified (AA) Trust 29% 197 198 -
Macquarie European Infrastructure Fund LP 5% 64 43 40
Macquarie Goodman Group Limited - - 394 395
Macquarie Infrastructure Company Trust® 7% 53 56 51
Macquarie Infrastructure Group : 2% 127 108 110
Macquarie International Infrastructure Fund Limited 8% 80 84 79
Macquarie MEAG Prime REIT 20% 156 160 143
Macquarie Media Group 21% 164 90 -
Macquarie Office Trust 6% 165 102 10!
Macquarie Shinhan Infrastructure Asset Management Co
Limited 50% 36 60 8
Medallist Developments Inc. 80% 53 58 69
Medallist Developments Trust® 70% 51 39 24
Moto International Holdings Limited 29% 92 - -
Resources Services Holdings USA 17% 93 - -

A Denotes legal interest is different to participating interest. Legal interest in Macquarie Airports (17%), Macquarie
Communications Infrastructure Group (17%), Macquarie Infrastructure Company Trust (9%) and Medallist Developments Trust

(75%).

23




iNotes to the 11nanciaj statements

30 September 2006

As at Asat Asat
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m

13. Assets and disposal groups classified as held for sale
Assets of disposal groups held for sale* 3,049 1,803 736
Associates** 764 586 568
Total assets and disposal groups classified as held for sale 3,813 2,389 1,304
Total liabilities of disposal groups classified as held for sale* 2,443 1,427 644

*Disposal groups held for sale at 30 September 2006 include East London Bus Group Holdings Limited, Steam Packet Group,
Macquarie Small Cap Roads Hoidings, LLC, AHA Holdings Limited, Macquarie SC Investments Inc. and Vancouver Health

Holdings Limited.

Disposal groups at 31 March 2006 included Steam Packet Group, Macquarie Small Cap Roads Holdings, LLC, AHA Holdings
Limited, Macquarie SC Investments Inc. and Vancouver Health Holdings Limited.

Disposal groups at 30 September 2005 included Korea Power Investment Co. Limited, Macquarie East Daegu Investment

Company and Macquarie Regional Radioworks Pty Limited.

**Summarised information of held for sale associates is as follows:

Participating As at Asat Asat
interest 30 Sep 2006 31 Mar 2006 30 Sep 2005

Name of entity % $m $m $m
Taiwan Cable TV Investment Sarl 40% 279 - -
Macquarie New York Parking 2 LLC (previously 53% 167 174 -
TMO Parent LLC trading as Icon Parking)
Retirement Villages Group (previously Global 48% 132 58 -
Retirement Trust )
AM Office Unit Trust 85% 85 85 .
Creative Broadcast Services International Limited 28% 82 97 93
(previously Creative Broadcast Services Limited)
RP Data Limited 31% 18 - -
Macquarie Direct Property Fund” - - 25 -
Macquarie Global Infrastructure Trust Il 1% 1 1 -
CJ CableNet Yangchon Broadcasting Co. Limited™ - - 36 32
Industrial Investments Australia SPV Pty Ltd - - 110 -
(previously Macquarie Industrial Investments Norway
AS)
Macquarie UK Broadcast Holdings - - - 32
Macquarie UK Broadcast Services Pl - - - 31
Macquarie Airports (Brussels) S.A. - - - 27
Korea Independent Energy Corporation - - - 345
Other - - - ]
Total associates classified as held for sale 764 586 568

Alnvestment transferred to interest in associates and joint ventures using the equity method.

An[nvestment transferred to investment securities available for sale.
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Notes to the financial statements

30 September 2006
As at Asat As at
30 Sep 2006 31 Mar 2006 30 Sep 2005
- $m $m $m
14, Trading portfolio liabilities
Listed equity securities 3,782 4,435 3,433
Commonwealth povernment securities 1,881 4,867 4,528
Other government securities 769 685 493
Corporate securities 68 70 60
§
Total trading portfelio liabilities 6,500 10,057 8,514
15.  Debt issued at amortised cost
Debt issued at amortised cost 42317 39,022 30,427
Total debt issued at amortised cost 42,317 39,022 30,427
16. Other financial liabilities at fair value through profit and loss ‘
Debt issued at fair value 1,257 1,163 926
Equity linked notes 4,428 4,318 3,701
Total other financial liabilities at fair value through profit and -
loss 5,685 5,481 4,627

Reconciliation of debt issued at amortised cost and other financial liabilities at fair value through profit and loss by major

currency:

Australian dollars 26,032 23,784 21,521
United States dollars 9,014 8,205 5,648
Euro 6,385 5,440 3,446
Great British pounds 2,677 3,844 2,192 -
Hong Kong dollars 1,759 1,435 1,204
Japanese yen 560 695 437
Singapore dollars 372 340 223
Korean won . 265 387 302
Canadian dollars 240 280 38
Other currencies 198 93 43
Total by currency 48,002 44,503 35,054

The Bank’s primary program for domestic and international debt issuance is its multi-currency, multi-jurisdictional Debt Instrument

Program. Securities are issued for terms varying from one day to 30 years. ,
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Notes to the financial statements

30 September 2006
As at Asat Asat
30 Sep 2006 31 Mar2006 30 Sep 2005
$m $m $m
17. Coutributed equity
Ordinary share capital
Opening balance of 232,440,369 (Mar 2005: 223,683,592} fully paid
ordinary shares 1,916 1,830 1,600
Issue of 10,606,061 ordinary shares on 22 May 2006 at $66.00 per
share (a) ' ' 696 - -
On-market purchase of 280,873 (2005: 151,967) shares pursuant to
the Macquarie Bank Staff Share Acquisition Plan (‘MBSSAP”) and
Non Executive Directors Share Acquisition Plan (“NEDSAP”) at
$67.85 (2005: $60.26) per share 19) n 9
Allocation of 280,873 (2005: 151,967) shares to employees pursuant
to the MBSSAP and NEDSAP at $67.85 (2005: $60.26) per share 19 1 9
Transfer from share based payments reserve for expensed options that '
have been exercised 12 4 4
Issue of 4,975,546 (2005: 5,502,652) shares on exercise of options 159 54 168
Issue of 137,947 shares on 23 June 2006 pursuant to the Share
Purchase Plan at $66.00 per share 9 - -
Issue of 1,523,326 shares on 5 July 2006 pursuant to the DRP at
$63.60 per share 97 - -
Issue of 20,118 shares on 13 January 2006 pursuant to the Employee
Share Plan at $68.30 per share - 1 -
Issue of 396,543 shares on 16 December 2005 pursuant to the DRP at
$67.77 per share - 27 -
Issue of 1,133,173 shares on 1 July 2005 pursuant to the DRP at
$51.27 per share - - 58
Closing balance of 249,683,249 (Sep 2005: 230,319.417)
fully paid ordinary shares 2,889 1,916 1,830
Treasury Shares (2) - (2) (1)
Macquarie Income Securities 391 391 391

(a) On 22 May 2006, the Bank issued 10,606,061 additional ordinary shares at $66.00 pet ordinary share via an institutional
placement. These placement shares rank pari passu with existing ordinary shares except that they did not participate in the 2006
final dividend paid on 5 July 2006. The equity raised is net of placement fees of $4 million.
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Notes to the financial statements

30 September 2006
As at Asat Asat
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m
18. Reserves, retained earnings and minority interests
Reserves
Foreign cm:rency translation reserve
Opening balance | 4 3 N
Currency translation differences arising during the period, net of hedge | 6 1 4
Total foreign currency translation reserve ; 10 4 3
Available for sale reserve i
Opening balance | 151 69 -
Adjustment on adoption of AASB 132 and AASB 139, net of tax ‘ - - 67
Revaluation' movement for the period, net of tax 56 114 2
Transfer to profit on realisation (75 (32) -
Total available for sale reserve ‘ 132 151 69
Share-based payments reserve
Opening balance 84 54 39
Option expense for the period | 35 34 19
Transfer to share capital on exercise of expensed options i (12) {4) (C)]
Total share-based payments reserve 107 84 54
Cash flow hedging reserve
Opening balance 2 (8) -
Adjustment on adoption of AASB 132 and AASB 139 - - 4
Revaluation movement for the period, net of tax I 20 10 (12)
Total cash flow hedging reserve* ; (18) 2 (8)

*included within the cash flow hedging reserve is a $24 million negative revaluation (net of tax) which relates to disposal groups

classified as held for sale.

Share of reserves of interests in associates and joint ventares using
the equity method

Opening balance 9 7 11
Share of reserves during the period 26 2 €)]
Transfer to profit on realisation | B - (1)
Total share of reserves of interests in associates and joint ventures
using the equity method | 34 9 7
Total reserves 263 250 125
Retained earnings :
Balance at the beginning of the financial period 1,934 1,708 1,523
Adjustment on adoption of AASB 132 and AASB 139 - - 16
Profit attributable to equity holders of Macquarie Bank Limited 745 448 497
Distributions paid or provided on Macquarie Income 1
Securities - (15) (14) (15)
Dividends paid on ordinary share capital \ (290) {208) 313
Total retained earnings I 2,374 1,934 1,708
|
|
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Notes to the finauncial statements

30 September 2006
As at Asat As at
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m Sm $m
18. Reserves, retained earnings and minority interests (continued)
Minority interest
Macquarie Income Preferred Securities*
Proceeds on issue of Macquarie Income
Preferred Securities 894 894 894
Issue costs {10) (10) (10)
884 884 884
Retained profits 27 28 23
Distribution provided on Macquarie Income
Preferred Securities 27 (28) (23)
Foreign currency translation reserve (15) (43) (83)
Total Macquarie Income Preferred Securities 869 841 801
Other minority interests
Ordinary share capital 36 36 40
Preference share capital 6 - -
Accumulated losses 27 29 (36)
Total other minority interests 15 7 4
Total minority interest 884 848 805

*  On 22 September 2004, Macquarie Capital Funding L.P., 2 member of the economic entity established to facilitate capital

raising, issued £350 million of tier 1 capital-eligible securities (“Macquarie Income Preferred Securities”, “the

Securities”). The Securities — guaranteed non-cumulative step-up perpetual preferred securities — currently pay 2 6.177%
semi-annual non-cumulative fixed rate distribution. They are perpetual securities and have no fixed maturity but may be
redeemed on 15 April 2020, at the Bank’s discretion. If redemption is not elected on this date, the distribution rate will be
reset to 2.35% per annum above the then five year benchmark sterling gilt rate, The Securities may be redeemed on each
fifth anniversary thereafter at the Bank’s discretion. The first coupon was paid on 15 April 2005.

The issue is reflected in the economic entity’s financial statements as a minority interest, with distribution entitlements

being included with the minority interest share of profit after tax.
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Notes to the financial siatements : '

30 September 2006
Asat- Asat Asat
30 Sep 2006 31 Mar 2006 30 Sep 2005

$m $m $m

19. © Notes to the cash flow statement o

Reconciliation of cash \ .
Cash at the end of the period as shown in the cash flow statement is reconciled to related items in the Balance Sheet as follows:

Cash and balances with central banks 9 . ‘5 4
Due from other financial institutions

- due from banks* : 4,076 : 6,390 2,735
- trading securities** . 2,503 ¢ 2,738 2,384
Cash and cash equivalents at the end of the half year . 6,588 - 9,133 5,123

Reconciliation of profit from ordinary activities after income tax to net cash flows from operating activities

II . v -
Profit from ordinary activities after income tax ’ , 774 474 523

Adjustments to profit from ordinary activities
Amounts provided during the period ' t14 56 5

» Depreciation : 41, ‘ 33 27
* Share of net profits of associates and joint ventures (99) (133) (39)
" Dividends'received from associates ‘ ‘124 165 32
- Share based payment expense ' - 35. 34 19
. . . ' !

Changes in assets and liabilities .

~ Decrease/(increase) in dividends receivable 1126 ' 156 32
¢ {Increase)/decrease in fees and commissions receivable (39) (35) (45)
" Increasef(decrease) in fees and commissions payable _ .9 12 - (53)
" Increasef(decrease) in tax liabilities . 250 (72) 171
. (Increase)/decrease in tax assets ‘ (140) ) 37
. Increase/{decrease) in deferred tax liabilities . {104): (a7 (106)
+ (Increase)/decrease in interest receivable (148) 46 (107
I Increase/(decrease) in intercst payable 274, 140 103
" Increase in employment provisions ' ‘ 16 9 14
* (Increase)/decrease in loan assets granted (7,854) (3,875) (3,902)
. (Decrease)/increase in debtors, prepayments, )

accrued charges and creditors (693) 119 (538)

(Increase)/decrease in financial instruments, foreign exchange and : : :

i commodities ' : (1,949) (2,388) (3,538)
. Increase/(decrease) in money market and other deposits, 5,770 10,060 8322
- (Increase)/decrease in life investment contract receivables 89 146 (193)
-Net cash flows from operating activities (3,504) 4,928 690

E Includes éash at bank, due from clearing houses and overnight cash at ba!nk.
- ** Includes certificates of deposit, bank bills and other short-term cash securities. ‘
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Notes to the financial statements

30 September 2006
Asat Asat Asat
30 Sep 2006 31 Mar 2006 30 Sep 2005
$m $m $m
20. Contingeat liabilities and assets

The following details of contingent liabilities and assets exclude derivatives which have been recognised by the-economic '
entity.

Contingent liabilities exist in respect of:

Guarantees 241 364 : 168
Indemnities : 56 64 , 509
Undrawn credit facilities 4,922 3,926 . 3420
. Undrawn credit facilities — revocable at any time 3,938 2,979 . 2,757
Other contingent liabilities (a) 924 1,509 949
Total conﬁnﬁt liabilities 10,081 8,842 7,803

Contingent liabilities exist in respect of claims and potential claims against entities in the economic entity. Where necessary,
appropriate provisions have been made in the financial statements. The economic entity does not consider that the outcome of
any such claims known to exist at the date of this report, either individually or in aggregate, are likely to have a material effect
on its operations or financial position.

(a) Other contingent liabilities include letters of credit, commitments certain of drawdown and performance related
contingents. Also included are forward asset purchases whereby the economic entity has entered into conditional agreements to
acquire assets and operating businesses with the intention of subsequent disposal. These assets and businesses will be recognised
when control passes to the economic entity. The total commitment at 30 September 2006 was $812 million (31 March 2006:
$1,466 million, 30 September 2005: $919 million).

Of the total contingent liabilities above, $8.9 billion (31 March 2006: $6.9 billion, 30 September 2005 $6.2 billion) also
represent contingent assets. Such commitments to provide credit may in the normal course convert to loans and other assets.
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Notes to the financial statements :
30 September 2006

21 Acquisition and disposal of controlled entities
Entities acquired or consolidated due to change in control:

The following entities were acquired during the period:

Cervus Financial Corp .
Corona Energy Holdings Limited I

Macquarie Small Caps Roads (an additional four toll roads: Central Alabama .Assets, Detroit Windsor Tunnel)

East London Bus & Coach Company Ltd and South East London & Kent Bus Company Limited -

The aggregafe details of these acquisitions (including disposal groups) are as follows:

‘ . As at Asat Asat
; 30 Sep 2006 31 Mar 2006 30 Sep 2005
Sm $m $m

Fair value of net assets acquired
Cash and other financial assets 105 182 95
Derivatives and financial instruments — positive values 39 269 -
Fixed assets 8 28 374
Intangible assets 14 112 277
Assets of disposal groups classified as held for sale 1,108 2,271 -
Derivative financial instruments — negative vatues - (250 -
Payables and provisions (92) (197 (13)
Liabilities of disposal groups classified as held for sale (621) (1,660) -
Lease liabilities - - {(13)
Borrowings | {43) - (406)
Minority interest in disposal groups classified as held for sale - (151 -
Qutside equity interest - - (151)
Total fair value of net assets acquired 518 - 600 161
Purchase consideration
Cash consideration 518 589 161
Deferred consideration - 76 -
Total purchase consideration 518 665 161
Reconciliation of cash movement
Cash consideration (518) (589) (161)
Less: cash acquired i 7 279 53
Totai cash outflow | (511). (310) (108)

The operating results of these entiti¢s have not had a material impact on the results of the economic entity.

There are no significant differences between the fair value of net assets acquired and the acquiree’s carrying value of net assets

other than the goodwill and other intangible assets noted above.

The 31 March 2006 comparatives relate to the acquisitions of The Steam!Packet Group Limited, Smarte Carte Corporation,
AHA Health Abbotsford Limited and AHA Access Health Vancouver Limited, Baldwin County Bridge Company LLC and
Macquarie Cook Erergy LLC (formerly Cook Inlet Energy Supply LLC)‘: The 30 §
acquisitions of Daegu East Circulation Road Company, Open Telecommunications

Limited (“KPIC”) and ATM Solutions Australasia. As detailed in the table above,
entities included radio licences, aircraft leases and goodwill.

eptember 2005 comparatives relate to the
Limited, Korean Power Investment Co.

the

significant intangibles relating to these
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Notes to the financial statemenis
30 September 2006

21. Acquisition and disposal of controlled entities (continued)

Entities disposed of or deconsolidated due to change in control:

There were no significant disposals during the period.

Aggregate details of the disposals and deconsolidations are as follows:

Asat Asat
31 Mar 2006 30 Sep 2005
$m $m
Carrying value of sssets and liabilities disposed of or deconsolidated
Assets of disposal groups classified as held for sale 1,099 -
Liabilities of disposal groups classified as held for sale (687) -
Minority interest in disposal groups classifted as held for sale {(139) -
Total carrying value of assets and liabilities disposed of or deconsolidated 273 -
Reconciliation of cash movement
Cash received* 460 -
Less:
Investment retained (110) -
Cash deconsolidated (102) -
Total cash inflow 248 -

* (Cash received includes the repayment of intercompany debt.

The 31 March 2006 comparatives relate to the deconsolidation of RG Capital and DMG Regional Radio (“Radioworks™),

Daegu East Circulation Road Company and Korean Power Investment Co. Limited (“KPIC”).

22. Events occurring after reporting date

There were no material post balance sheet events occurring afier the reporting date requiring disclosure in these financial

statements.
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MACQUARIE BANK LIMITED

and its controlled entities

|
t
\
i
DIRECTORS’ DECLARATION ]
I
In the Directors’ opinion E

1
() the financial statements and notes set out on pages 6 to 32 are in accordance with the Corporations Act 200!, including:
1

i cohplying with Accounting Standards, the Corporations Regulaﬂiom 2001 and other mandatory professional reporting
requiremnents; and '

ii.  giving a true and fair view of the consolidated entity’s financial pl)sition as at 30 September 2006 and of its performance,
as represented by the results of its operations and its cash flows, for the half year ended on that date; and

(b) there ar'é: reasonable grounds to believe that Macquarie Bank Limited will be able to pay its debts as and when they become
due and payable. \

This declaration is made in accordance with a resolution of the Directors.

David Clarke
Executive Chairman

Managing Director and
Chief Executive Officer

Sydney
13 November 2006

|
1
|
|
!
|
|
|
|
|
|
|
|
!
|
|
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PricewaterhouseCoopers
ABN 62 780 433 757

Darling Park Tower 2
201 Sussex Street
GPO BOX 2650
. SYDNEY NSW 1171
Independent review report to the members of DX 77 Sycney

trali
wl::vr:v?c.comlau

Macquarie Bank Limited Facumi +01 2 62660 9989

Statement

Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the financial report of Macquarie Bank Limited:

. does not give a true and fair view, as required by the Corporations Act 200! in Australia, of
the financial position of the Macquarie Bank Group (defined below) as at 30 September 2006
and of its performance for the half-year ended on that date, and

. is not presented in accordance with the Corporations Act 2001, Accounting Standard AASB
134: Interim Financial Reporting and other mandatory financial reporting requirements in
Australia, and the Corporations Regulations 2001.

This statement must be read in conjunction with the rest of our review report.

Scope

The financial report and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of changes in equity,
cash flow statement, accompanying notes to the financial statements, and the directors’ declaration
for the Macquarie Bank Group (the consolidated entity), for the half-year ended 30 September
2006. The consolidated entity comprises both Macquarie Bank Limited (the company) and the
entities it controlled during that half-year.

The directors of the company are responsible for the preparation and true and fair presentation of
the financial report in accordance with the Corporations Act 2001. This includes responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent
and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Review approach

We conducted an independent review in order for the company to lodge the financial report with
the Australian Securities and Investments Commission. Qur review was conducted in accordance
with Australian Auditing Standards applicable to review engagements. For further explanation of a
review, visit our website http://www.pwc.com/au/financialstatementaudit.

Liability fimited by a scheme approved under Professional Standards Legisiation




We performed procedures in order to state whether, on the basis of the procedures described,
anything has come to our attention that would indicate that tlhe financial report does not present
fairly, in accordance with the Corporations Act 2001, Accou{mting Standard AASB 134: Interim
Financial Reporting and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the consolidated entity’s financial position, and its
performance as represented by the results of its operations and cash flows.

We formed our statement on the basis of the review procedures performed, which included:

U inquiries of company personnel, and

. analytical procedures applied to financial data. 1

Our procedures include reading the other information includ‘ed with the financial report to
determine whether it contains any material inconsistencies with the financial report.

These procedures do not provide all the evidence that would be required in an audit, thus the level
of assurance provided is less than that given in an audit. We have not performed an audit, and
accordingly, we do not express an audit opinion. |

While we considered the effectiveness of management’s intgmal controls over financial reporting
when determining the nature and extent of our procedures, our review was not designed to provide
assurance on internal controls.

Our review did not involve an analysis of the prudence of business decisions made by directors or
management.

Independence

In conducting our review, we followed applicable independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001. '

P oirTotinte

PricewaterhouseCoopers

/ A
fan Hammond ' ' Sydney

Partner . g November 2006

independent review report |
Macquarie Bank Limited _ Page 2




VIAUUAIRNLL DAL LALIVAE & A7

and its controlled entities
TEN YEAR HISTORY

With the exception of 31 March 2003, the financial information presented below has been based on the Australian standards adopted at cach

reporting date. The financial information for the full year ended 31 Marc.

h 2006 and half year ended 30 September 2006 is based on the reported

. results using the Australian Standards that are equivalent to International Financial Reporting Standards and their related pronouncements.

Years ended 31 March | First half
1998 1999 2000 2001 2002 2003 2004  2005® 2006 2007

Income statement ($ million) :
Total income from ordinary activities 665 815 1,186 1,472 1,600 1,890 2,465 3,752 4393 3,156
Total expenses from ordinary activities 498 597 885 1,147 1,245 1,430 1,780 2,594 3,106 1,213
Operating profit before income tax 167 218 301 325 355 460 685 1,158 1,287 943
Income tax expense 26 53 79 53 76 96 161 288 290 169
Profit for the period 141 165 222 272 279 364 524 870 997 T74
Macquarie Income Preferred Securities
distributions ' - - - . - - - 28 51 27
Other minority interests - - - )] - 3 3 1 1 2
Macquarie Income Securities distributions - - 12 31 29 28 27 29 29 15
Profit attributable to ordinary equity holders 141 165 210 242 250 333 494 812 9216 730
Balance sheet ($ million} :
Total assets 7929 9,456 23,389 27,848 30,234 32462 43,771 67,980 106,211 112,637
Total liabilities 7,348 8,805 22,154 26,510 27,817 29,877 40,938 63,555 100,874 105,836
Net assets 581 651 1,235 1,338 2417 2,585 2,833 4,425 5337 6,801
Risk-weighted assets 4967 4987 8511 9,860 10,651 10,030 13,361 19,771 28,751 36,836
Total loan assets 3,158 4,002 6518 7,785 9,209 9,839 10,777 28425 34,999 42,631
Impaired assets (net of provisions) 12 44 23 31 49 16 61 42 93 128
Share information*
Cash dividends per share (cents per share)

Interim 21 30 34 41 41 41 52 61 90 125

Final 30 Kh1 52 52 52 52 70 100 125 N/A

Special - - - - - 50 - 40 - -

Total 51 68 86 93 93 143 122 201 215 125
Basic earnings per share (cents per share) 88.1 1013 1243 1389 1328 1648 233.0 369.6 4003 3009
Share price at period end (3} (a) 1435 19.10 2640 2763 3326 2470 3580 4803 6468  69.15
Ordinary share capital (million shares) (b) 157.6 161.1 i71.2 175.9 1985 2045 2159 2237 2324 M8.7
Market capitalisation at period end :

(fully paid ordinary shares) ($ million) 2,262 3,077 4,520 4,860 6,602 5,051 7,729 10,744 - 15,032 17,267
Ratios
Return on average ordinary sharcholders’ funds 26.1% 268% 28.1% 27.1% 187% 18.7% 223% 29.8% 26.0% 30.0%
Payout ratio (excluding special dividend) 579% 672% 7T00% 67.5% T3.6% 8749% 532% 532% 544% 42.7%
Tier 1 ratio 11.7% 13.0% 14.5% 12.9% 178% 19.0% 162% 144% 12.4% 13.2%
Capital adequacy ratio 164% 17.3% 18.4% 16.0% i%4% 214% 199% 21.2% 14.1% 159%
Impaired assets as % of loan assets (excluding 04% 1.1% 03% 04% 05% 02% 06% 03% 05% 05%
mortgage sccuritisation SPV’s)
Net loan losses as % of loan assets (excluding 00% -01% 01% 01% 02% 00% 03% 02% 01% 01%
morigage securitisation SPV’s)
Assets under management ($ billion) (f) 214 22.8 26.3 30.9 413 52.3 62.6 967 1403 1534
Staff numbers (c) 2474 3119 4070 4,467 4,726 4,839 5716 6556 8,183 8,986

(a) The Bank's ordinary shares were quoted on the Australian Stock Exchange on 29 July 1996

(b) Number of fully paid ordinary shares at end of period, excluding options and partly paid shares.
{c) Includes both permaneni staff (full time, part time and fixed term) and contractors (including consultants and secondees).
(d) The special dividend for 2003 was paid to release one-off franking credits to shareholders on entry into tax consolidation. Excluding the special

dividend of 50 cents per share, the payout ratio would have been 56.8%.

(e) Restated for AIFRS

(D The methodology used to calculate assets under management was revised

in accordance with the revised methodology.

in September 2005. Comparatives at 31 March 2005 have been restated
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HALF YEAR REFORT Securities and Exchange LOMIESSR =7
je Bank Limited.

MACQUARIE BANK LIMITED Macquarie B
ABN 46 008 583 542 -

' i umber: 82-34740
HALF YEAR ENDED 30 SEPTEMBER 200 File N . ber

1 11"9;5‘
Details of the reporting period and the previous correspol
Current period: 1 April 2006 10 30 September 2006 \/ |
Prior corresponding period: 1 Aprit 2005 10 30 September 2005

!
Results for m{:muncemem to the market
Key information Halll' vear ended Half year ended % Change

30 September 2006 30 September 2005
$M M .

Income from ordinary activities 3.156 2,160 46%
Profit attributable to equity holders of Macquarie Bank Limited 745 ' 497 50%
Profit attributable to erdinary equity helders of Macquarie Bank Limited | 730 482 51%

_ |Dividends

Amount per security|

Franked amount per]
seeurity,

Ordinary Shares

Interim dividend {(declared. not yet provided at 30 September 2006)

Final dividend

125 cents per ordinary,
share

na

100%

n'a

Record date I!'or determining entitlements to the dividends

Record date for the interim dividend is 24 November 2006.
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AIFRS:" " e

The financial report for the half year ended 30 September 2006, and the resuhs reported herein, are prepared in accordance with Australian Equivalents to International
Financial chorung Stand:u'ds( AIFRET), ot
L

t
- LI '

The Bank's consolidated net profit after income 1ax atiributable to its ordinary equ:ty holders for the halfyear ended 30 September 2006 was $730 million, an increase of 51%
on the prior corresponding period. Basic earnings per share is up 4195 to 300.9. ccn!ﬁ

The Bank benefited from a number of significant transactions during the period. includmg the initial public offering of Dyno Nobel, the realisation of a large US oil and gas
assct and the disposal of the Bank s investment in Macquarie Goodman Group (MGQ).’

To support this strong growth and te fund international expansion oppartunities. the Bank raised in excess of $700 million of ordinary equity earlier this year through a private
institutional share placement and a share purchase plan for retail investors.

Total operating income for the half year 1o 30 September 2006 increased 46% over the prior corresponding period to 53,156 million, driven by profits from the disposal of
equily investments and market conditions that have been favourable for investment banking activities.

The Bank's global expansion continues to se¢ international income grow, up considerably 1o $1,321 million, representing an increase of 38% on the prior corresponding period.
International incorne amounted 1o 44% of the Bank's 1012l operating income {excluding earnings on capital} for the half year to 30 September 2006, which is down slightly from
46% in the prior corresponding period largely due 1o the disposal of MGQ. Excluding the income from this transaction, internationat income for the half would have
represented approximately 49% of total operating income (excluding carnings on capital).

Operating expenses are up 50% on the prier corresponding period to $2.213 million. Employment costs, the largest component of operating expenses, are up 54% on the prior
corresponding period to 51.807 million. The increase has been driven by headcount growth combined with growth of staff profit share expense through an increase in net profit
and an improved return on equity. Headcount is up 26% on the prior corresponding period to 8,986 s1aff with international headcount increasing by 48%% t 3,006 staff,

Refer to the September 2006 Interim Result Announcement for more details.
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30 September 2006, 30 September 2005
. 5 s
Ordinary shares 13.89 12.67

Including the intangibles (net of associated deferred tax lizbilities) within the Bank's businesses held for resale, the NTA per ordinary

share would have been 520.10 at 30 September 2006 (30 Seprember 2005: $14.85)

i
Control gained, or lost over entities in the half year, and those having material effect

Name of entities where control was gained in the half year |

Date control gained|

Detroit Windsor Tunnel LLC

Detroit and Windsor Subway Company

DWT Inc

Alabama Black Warrior Parkway, LLC

Alubama Emerald Mountain Expressway Bridge. LLC
Alabama Toll Operations, LL.C

Central Alabama River Parkway, LLC

Cervus Financial Corp

Corona Energy Holdings Limited

East London Bus & Coach Company Limited
South East London & Kent Bus Company Limited

12-May-06
12-May-06
12-May-06
12-May-06
12-May-06
12-May-06
12-May-06

06-Jul-06|

3t-Jul-06
30-Aug-06
30-Aug-06

The above entities did not contribute materially to the reporting entity's profit from ordinary activities.
y P g y'sp ry !

|

Name of entities where control was lost in the half vear |

Date control lost]

il | \




5  Dividend detalls
Half year ended Half vear ended|
30 Scptember 2006 30 September 2005
™ M
Qrdinary share capital
Interim dividend provided:

Nii {2005: Nil} cents per share - -
Interim dividend paid:

90 (2005:; 61) cents per share - -
Final dividend paid:

125 (2005: 100} cents per share 260 224
Special dividend paid:

Nil (2005: 40) cents per share - 89
There is no provision for interim dividend in respect of the half year ended 30 September 2006 as a resuli of AASB 137: Provisions,
Contingent Linbilities und Contingent Assets . A provision for dividend is recognised ot the time the dividends are declared, determined
or publicly recommended.

The final dividend paid during the half year ended 30 §eplember 2006 was 100% franked a1 30% (2005: 90% franked a1 30%).
Since half vear end, the Directors have declared the payment of an interim dividend for the half year ending 30 September 2006 of 125
cents per fully paid ordinary shares. 100% franked at 30%. The aggregate amount of the interim dividend to be paid on 15 December)
2006 out of retained profits a1 30 September 2006. but not recognised as a liability at half year end, is $312 million, This amount has beer]
estimated based on the number of shares eligible to participate as at 30 September 2006,
Macquarie Income Securities
Distributions paid during the half year ended 30 September 2006 (net of distributions previously provided} were 39 million (2005: $9
million). Distributions provided at 30 September 2006 are $6 million (2005; 86 million). The distributions in respect of Macquarie|
Income Securities are classified as distributions on an gquity instrument in accordance with AASB 132 Financial Instruments:
Disclosure and Presentation,
Macquarje Ingome Preferred Securitics
|Distributions provided at 3¢ September 2006 are $25 million (2005; $23 million}. The Macquarie Income Preferred Sceurities represent a
minority interest of the economic entity, Accordingly, the distributions paid/payable in respect of these are recorded as a movement in)
minority interest.

6  Dividend or distribution reinvestment plan details

The Dividend Reinvestment Plan ("DRP") was approved by ordinary shareholders at the 2001 Annual General Meeting. The DRP is
optional and offers ordinary shareholders in Australia and New Zealand the opportunity to acquire fully paid ordinary shares. without
transaction costs, at the prevailing market value less 2.5%. A shareholder can elect to participate in or terminate their involvement in the
DRP a1 any time.

Election notices for participation in the DRP in relation to the interim dividend 10 be paid on 15 December 2006 mast be received by the
registry by 5.00pm on 24 November 2006 to be effective for that dividend.
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Name

Participating interest (%)

Material interests in associates and joint ventures are as follows:

Diversified CMBS Investments lnc,

Dynasty Proper:ty Investiment Limited

European Direclories SA

Macquarie Airports

Macquarie Capital Alliance Group

Macquarie Communications Infrastructure Graup
Macquarie Counfitrywide Trust

Macquarie Diveﬁiﬁed (AA) Trust

Macquarie European Infrastructure Fund LP
Macquarie Infrastructure Company Trust

Macquarie Infrastructure Group

Macquarie International Infrastructure Fund Limited
Macquarie MEAG Prime REIT

Macquarie Media Group

Macquarie Office Trust

Macquarie Shinhan Infrastructure Asset Management Co Limited
Medallist Developments Inc.

Medallist Developments Trust

Moto Intenational Holdings Limited

Resources Services Holdings USA

Material interests in held for sale associates are as follows:

AM Office Unit Trust

Creative Broadcast Services International Limited {previously Creative Broadceast Services Limited)
Macquarie New York Parking 2 LLC (previously TMO Parent LLC trading as leon Parking)
Retirement Villages Group {previously Global Retirement Trust )

Taiwan Cable TV Investment Sarl

85%
28%
53%
48%
40%

The above entities did not contribute materially to the reporting entity's profit from ordinary activities.

Foreign entities, applicable accounting standards used

Not applicable

Statement if financial report is subject to review dispute or qualification

The financial report has been subject to review, and is not subject to disputes or qualifications.




