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NZX/ASX Release 

Heartland announces full year net profit after tax of  

$72.0 million (or $78.9 million adjusted to remove economic 

overlay for COVID-19) 

17 September 2020 

Heartland Group Holdings Limited (Heartland) (NZX/ASX: HGH) achieved a net profit after tax 

(NPAT) of $72.0 million for the financial year ended 30 June 2020 (FY2020). Included within this 

NPAT is an economic overlay of $9.6 million pre-tax which Heartland applied to its potential credit 

losses in response to the ongoing uncertainties relating to the COVID-19 pandemic. The adjusted 

NPAT (which excludes this economic overlay) is $78.9 million1.    

Highlights for FY20202 

• NPAT of $72.0 million. 

• Adjusted NPAT of $78.9 million (removing the economic overlay of $9.6 million pre-tax), up 

7.2% ($5.3 million).  

• Gross finance receivables (Receivables)3 of $4.6 billion, up 4.9% ($215.0 million)4. 

• Return on equity (ROE) of 11.4%, up 31 basis points (bps).  

• Net interest margin (NIM)5 of 4.33%, flat on FY2019.  

• Net operating income (NOI) of $235.3 million, up 13.2%. 

• Cost to income ratio (CTI) of 45.4%, up 3.8 percentage points (pp). After allowing for 

changes in the accounting treatment and one-off impacts, the underlying CTI is 44.5%, up 

4.6 pp as a result of significant investments in areas of strategic importance. 

• FY2020 final dividend of 2.5 cents per share (cps), taking FY2020 total dividend to 7.0 cps – a 

decrease of 3.0 cps (as a consequence of restrictions imposed by the Reserve Bank of New 

Zealand (RBNZ) on distributions by banks in New Zealand). 

• A dividend yield of 8.2%6 (8.6%7 in FY2019). 

• Earnings per share (EPS) of 13.7 cps, up 5.2%.  

                                                           
1 Heartland’s FY2020 results present reported and adjusted financial information. These measures are 
considered useful for investors because they adjust for one-off impacts, which allows for better comparability 
with past performance. A reconciliation of adjusted financial information is set out on pages 31 and 32 of the 
accompanying results presentation. 
2 All comparative results are based on restated audited full year consolidated financial statements of Heartland 
for the year ended 30 June 2019 (FY2019). 
3 Gross finance receivables also includes Reverse Mortgages. 
4 Excluding the impact of changes in foreign currency exchange (FX) rates. 
5 NIM calculated based on average gross interest earning assets. 
6 FY2020 total fully imputed dividends divided by share price as at 16 September 2020 of $1.19. 
7 FY2019 total fully imputed dividends divided by share price as at 14 August 2019 of $1.62. 
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• Heartland has transitioned through a number of strategic phases to establish itself as a 

digitally-led financial services group, ‘a financial technology company (fintech) with a bank 

licence’.  

• In May 2020, Fitch Ratings (Fitch) affirmed Heartland’s Long-Term Issuer Default Ratings and 

Outlooks. Heartland Bank Limited (Heartland Bank) was one of only two Australasian banks 

to have no reduction or adverse change to its rating or outlook as it entered the economic 

downturn.  

• Established new products to support customers affected by COVID-19. 

• Digital tools such as electronic document signing and biometric facial recognition enabled 

motor vehicle dealers to continue to offer Heartland’s motor vehicle finance despite alert 

level restrictions on in-person interactions. 

• Heartland Bank awarded Canstar’s 2020 Bank of the Year – Savings and Canstar’s 5-Star 

Rating for Outstanding Value Savings Account for its Direct Call and YouChoose accounts. 

• Heartland Bank Reverse Mortgages awarded Consumer Trusted accreditation for the fourth 

year in a row. 

• Heartland Bank a finalist in the Diversity Works NZ Diversity Awards in the Cultural 

Celebration category. 

• Heartland Bank became an accredited Living Wage employer, and part of the first Living 

Wage accredited industry in New Zealand. 
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COVID-19 RESPONSE 

The COVID-19 pandemic and resulting alert level restrictions created an uncertain economic 

environment for many of Heartland’s customers. Heartland responded by contacting 

Consumer, small-to-medium enterprise (SME) and Business customers to offer support.  

Consumer customers, representing $143 million of loans, took up the various offers of 

support, as did SME and Business customers, representing $510 million of loans. Support 

options included payment holidays of 1-3 months, reduced principal and interest only 

payments. 

Most of Heartland’s customers have returned to pre-COVID-19 payment schedules. At 27 

August 2020, 96% of Consumer loans and 98% of SME and Business loans were on usual (or 

pre-COVID-19) repayment schedules or had taken up Heartland Extend. 

Heartland Extend is a new product, launched in May 2020, allowing customers the flexibility 

to manage the term of their loan to suit cashflow needs. Across all of Heartland’s customers, 

at 14 September 2020, 1,601 customers, representing $116.4 million of loans, had taken up 

Heartland Extend. This offer will be extended to non-customers. 

Heartland became one of nine providers of the New Zealand Government’s Business Finance 

Guarantee Scheme (BFGS). Heartland is offering business loans under the BFGS not only to its 

own customers, but to any business that qualifies. 

During the period 1 March to 30 June 2020, Heartland: 

• enabled 46 Australian seniors to apply for a Heartland Reverse Mortgage online, 

from the safety of their own home 

• approved $356 million in new lending, including: 

− $165 million for Motor 

− $66 million for Australian Reverse Mortgages 

− $84 million for Business  

− $25 million for New Zealand Reverse Mortgages. 

Heartland was quick to mobilise its employees to support customers despite alert level 

restrictions limiting occupancy in its places of work. Employees were provided with the 

appropriate systems, tools and resourcing to enable them to work remotely. Heartland 

redeployed employees to areas of the business experiencing high demand and brought on 

additional permanent and contract staff to meet customer needs. 

Considerable uncertainty remains and as a consequence, Heartland will create an economic 

overlay of 8.8% of its NPAT for the financial year (see page 6). 
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DIGITAL EVOLUTION 

Since listing on the NZX in 2011 and becoming a bank in 2012, Heartland has progressed through a 

number of strategic phases to establish itself as a digitally-led financial services group, ‘a fintech with 

a bank licence’. 

This, together with its best or only approach to its products and services, has successfully 

differentiated it from mainstream banks, best exemplified by a significantly higher NIM. It has been 

named the Canstar Savings Bank of the Year for three consecutive years and is the recipient of 

multiple awards for its reverse mortgages. Its digital platforms for deposits, small business and 

mortgage lending are world class in terms of financial technology.  

Heartland is digitalising everything it does – its distribution, its processing and how it markets to 

customers.  

At the centre of Heartland’s digital strategy is the ongoing enhancement of the Heartland Mobile 

App. Mobile phones are increasingly becoming the electronic channel of choice for all adults8. 

Heartland believes customers will increasingly turn to their smartphones for all interactions with 

service providers and the Heartland Mobile App will continue to be enhanced to meet this customer 

expectation – it will be Heartland’s virtual branch on every corner.  

Heartland’s digital platforms have enabled customers to access products and services despite alert 

level restrictions on in-person interactions. Heartland’s digital facial recognition (biometrics) and 

electronic document signature (DocuSign) innovations provide customers with an end-to-end 

contactless onboarding and fulfilment process. From 25 March to 13 May 2020 during the height of 

alert level 3 and 4 lockdowns, dealers were able to progress vehicle loan applications by sending 

biometrics facial recognition links to 142 people.  

Increased investment will be undertaken in technology to expand digital capability to meet 

Heartland’s growth aspirations and the needs of customers in both New Zealand and Australia – 

particularly in a post-COVID-19 world where the ability to interact online is of even greater 

importance. 

FINANCIAL RESULTS 

Financial position 

Receivables increased by $215.0 million (4.9% growth)9 mainly due to growth in Reverse Mortgages, 

Business Intermediated, Motor, Open for Business (O4B) and Harmoney, offset by decreases in non-

core lending, specifically Business Relationship and Rural Relationship. 

Total assets increased by $389.1 million (7.9% growth), primarily driven by the $234.0 million (5.4%) 

increase in net finance receivables. Liquid assets, comprising cash, cash equivalents and investments 

                                                           
8 According to Deloitte’s 2019 global mobile consumer survey. 
9 Excluding the impact of changes in FX rates. 
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increased by $127.2 million (30.5% growth). This reflected the precaution of a strong liquidity buffer 

through the period of COVID-19 uncertainty. 

Total funding10 increased by $320.9 million (7.6% growth). 

During the reporting period, net assets increased by $24.3 million to $700.0 million. Net tangible 

assets (NTA) increased by $15.8 million to $610.0 million, resulting in an NTA per share of $1.05 (30 

June 2019: $1.04). 

Profitability 

NPAT was $72.0 million, a $1.6 million (2.2%) decrease on FY2019. Adjusted NPAT11 was $78.9 

million, a $5.3 million (7.2%) increase on FY2019. 

ROE was 10.5%, down 59 bps from FY2019. Adjusted ROE11 was 11.4%, up 31 bps from FY2019. 

EPS was 12.5 cps, down 0.5 cps from FY2019. Adjusted EPS11 was 13.7 cps, up 0.7 cps from FY2019 as 

a result of an increase in underlying NPAT. 

 FY2020 FY2019 

NOI12 ($m) 235.3 208.0 

NPAT ($m) 72.0 73.6 

Adjusted NPAT ($m) 78.9 73.6 

NIM 4.33% 4.33% 

NIM excl. liquid assets13 4.59% 4.46% 

CTI 45.4% 41.6% 

Adjusted impairment expense ratio 0.44% 0.49% 

Adjusted ROE 11.4% 11.1% 

Adjusted EPS 13.7 cps 13.0 cps 

 

Income 

Total NOI was $235.3 million, an increase of $27.4 million (13.2%) on FY2019.  

The required accounting standard change in respect of upfront reverse mortgage fees contributed 

$6.4 million to the FY2020 NOI (and resulted in a corresponding contribution of $7.4 million in 

operating expenses). Adjusted for this, NOI increased by $21.7 million (10.5%) compared with 

                                                           
10 Total funding includes retail deposits and other borrowings. 
11 Excluding the impact of $9.6 million pre-tax economic overlay due to COVID-19. 
12 NOI includes fair value gains/losses on investments. 
13 NIM is calculated based on average gross interest earning assets excluding liquid assets. 
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FY2019, largely due to a $22.4 million (11.5%) increase in underlying net interest income. Underlying 

other operating income decreased by $0.7 million (5.2%) compared with FY2019, primarily due to a 

lower net operating lease, insurance and fee income result. 

NOI was $1.9 million (1.6%) lower in the second half (2H2020) compared with the first half of FY2020 

(1H2020). Excluding the impact of the required accounting standard change in respect of upfront 

reverse mortgage fees and fair value gains on equity investments from 1H2020, underlying NOI was 

$2.6 million (2.3%) higher half-on-half.  

Heartland’s NIM for FY2020 was 4.33%, flat on FY2019. 

Net interest income was $6.3 million higher in 2H2020, a 5.7% increase half-on-half. This was a result 

of a $4.6 million (6.8%) decrease in interest expense which was primarily due to 28 bps reduction in 

cost of funds, and a $1.7 million (1.0%) increase in interest income largely driven by $117.5 million 

increase in interest earning assets.  

Expenses 

Operating expenses were $106.8 million, an increase of $21.0 million (24.5%) on FY2019. The 

required accounting standard change in respect of upfront reverse mortgage costs contributed  

$7.4 million to FY2020 operating expenses. Adjusted for this, underlying operating expenses were 

$14.8 million (17.5%) higher compared with FY2019. 

The CTI increased to 45.4%, compared with 41.6% in FY2019, while on an underlying basis this was 

44.5% in the current period, compared with 39.9% in FY2019. 

Higher operating expenses were primarily due to a $7.3 million (15.1%) increase in staff expenses. 

While many organisations are downsizing, Heartland employed 23 new people in permanent or fixed 

term roles between March and June 2020 to provide additional support to customers.   

Heartland has also invested in technical expertise in areas of strategic importance (for example, in its 

digital and finance teams) to reduce the reliance on external service providers and enable Heartland 

to adopt a more agile delivery model, reflecting the growing maturity of the business and the need 

to respond to an increasingly complex and regulated operating environment.  

Higher operating expenses were also due to a $3.3 million (97.6%) increase in marketing investment 

across both New Zealand and Australian markets to drive product and brand awareness. 

IMPACT OF COVID-19 ON PROVISIONING  

Since March 2020, the economy has been disrupted by measures put in place to limit the impact of 

the spread of COVID-19. It has also been disrupted by the downstream effects of the deterioration 

that COVID-19 has caused in the global economy.  

Countermeasures implemented by Government (including the Government’s support and fiscal 

programmes) and the RBNZ have assisted to mitigate the impact of those measures. As noted 
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elsewhere, Heartland has also worked closely with its customers to understand their needs and 

provide them with the financial support that best meets their requirements.  

On 18 May 2020, during this period of disruption, Fitch affirmed the Long-Term Issuer Default 

Ratings for Heartland, Heartland Bank and Heartland Australia Group Pty Ltd (Heartland Australia) 

with outlook remaining stable. Heartland was one of only two Australasian banks to have no 

reduction or adverse change to its rating or outlook as it entered the economic downturn.  

The affirmation reflects Fitch’s view that Heartland has solid buffers to withstand its base-case 

scenario and enters the economic downturn with sufficient headroom in its key financial metrics. 

Fitch noted that “the ratings of [Heartland Group] and [Heartland Bank] are driven by the group’s 

consolidated risk profile, which reflect its stronger-than-peer profitability”.  

Heartland does not have a material exposure to the industries most profoundly affected by COVID-

19 (tourism, hospitality, retail business)14, nor the demographic most impacted by rising 

unemployment (15-24 year olds)15. In addition, a significant proportion of Heartland’s book has 

shown resilience to the economic disruption – in particular the Reverse Mortgage books in Australia 

and New Zealand (where borrower behaviour remains largely unchanged) and the Rural portfolio.  

Taking into account Heartland’s differentiated portfolio composition, management’s experience and 

understanding of Heartland’s customers, and assuming management’s forecast of future economic 

conditions transpires to be accurate, Heartland determined that there was no reason to consider 

that its existing provisions were not adequate. However, Heartland recognises that its support 

arrangements and the significant Government support mean that traditional indicators of increased 

credit risk may not provide an accurate measure of credit quality.  

Against that backdrop, Heartland has taken an economic overlay of $9.6 million pre-tax to allow for 

the uncertainty created by COVID-19. Economic overlays are deployed to supplement existing 

methods of calculating expected credit loss where the economic environment is outside that 

contemplated by existing methods and have been used by banks as a response to the uncertainty 

created by COVID-19. Importantly, an overlay does not represent actual or current losses, but 

provides a buffer against any losses that the uncertainty may give rise to. 

The bulk of Heartland’s overlay has been apportioned to the Consumer and SME portfolios. 

Heartland will continue to monitor that overlay, and it may change over time as the position 

develops and Heartland comes to have greater certainty as to the impact. 

Heartland’s total provision coverage ratio excluding the $9.6 million pre-tax economic overlay due to 

COVID-19 is 1.71%16 as at 30 June 2020. This is a relatively strong position compared with most of its 

                                                           
14 Heartland’s total exposure to the retail, accommodation and transport (excluding road freight transport) 
industries at 30 June 2020, based on borrower ANZSIC codes, was 2.84%, 2.17% and 1.15% respectively. 
15 At 10 August 2020, Heartland’s exposure to customers in this age bracket is 2.9% in Motor, 0.7% in personal 
lending and 0.9% in Harmoney. 
16 Calculated as total provisions over gross finance receivables excluding Reverse Mortgages. 
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peers. The COVID-19 economic overlay further increased the total provision coverage ratio to 2.02% 

as at 30 June 2020. 

The table below compares Heartland’s provision coverage ratio17 year-on-year, including the impact 

of the $9.6 million pre-tax economic overlay due to COVID-19. 

 

 30 June 2020 30 June 2019 

 Gross  Total Provision Gross  Total Provision 

 Receivables Provision Coverage Receivables Provision Coverage 

 $m $m Ratio $m $m Ratio 

         

Motor 
             

1,126  
               

17.8  1.58%              1,089  
               

14.1  1.30% 

Harmoney NZ 
                 

146  
                  

7.6  5.20%                  151  
                  

5.5  3.66% 

Harmoney AU 
                   

54  
                  

3.1  5.77%                    38  
                  

1.7  4.55% 

Personal Loans 
                   

12  
                  

1.8  15.05%                    17  
                  

2.0  12.18% 

Open for Business 
                 

155  
                  

8.5  5.46%                  133  
                  

4.8  3.63% 

Business Intermediated 
                 

499  
                  

7.6  1.53%                  425  
                  

5.7  1.34% 

Business Relationship 
                 

496  
                  

8.1  1.62%                  560  
               

11.4  2.03% 

Rural 
                 

606  
                  

8.2  1.35%                  656  
               

13.1  2.00% 

Retail Mortgages 
                   

14  
                    

-    0.00%                    20  
                    

-    0.00% 

 

             
3,108  

               
62.7  2.02%              3,090  

               
58.5  1.89% 

 

 

Impairments 

Including the overlay mentioned above, impairment expense increased by $8.7 million (42.3%) to 

$29.4 million. Impairment expense as a percentage of average receivables increased from 0.49% in 

FY2019 to 0.65% in FY2020. 

On an adjusted18 basis, impairment expense decreased by $0.9 million (4.1%) to $19.8 million, and 

impairment expense as a percentage of average receivables decreased from 0.49% in FY2019 to 

0.44% in FY2020. This reflects improving quality and improved collections processes.  

                                                           
17 Being total provisions divided by gross receivables. 
18 Excluding the impact of $9.6 million pre-tax economic overlay due to COVID-19. 
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Additionally, refined provisioning methodologies in accordance with IFRS9 have resulted in a 

reduced impairment expense.  

BUSINESS PERFORMANCE  

New Zealand Reverse Mortgages 

New Zealand Reverse Mortgages NOI was $23.5 million, an increase of $2.7 million (12.7%) 

compared with FY2019. 

New Zealand Reverse Mortgage Receivables increased $49.6 million (9.7%) to $559.9 million, driven 

by an investment in marketing to increase brand awareness and digital channel enhancements. 

Motor 

Motor NOI was $60.6 million, an increase of $3.5 million (6.2%) compared with FY2019.  

Motor Receivables increased $37.0 million (3.4%) to $1,125.6 million mainly due to an increase in 

the Motor dealer book (car dealerships, brokers and partnerships such as Kia and Jaguar/Land 

Rover).  

Following a strong result in 1H2020, 2H2020 was characterised by higher repayment levels in Motor. 

While new lending held up strongly in the period 1 March to 30 June 2020 ($164.8 million) 

repayments were $164.2 million (partly due to customers consolidating debt due to low interest 

residential mortgage rates). As a result, Motor posted a largely flat volume growth in 2H2020.  

Generating much of Motor’s new lending in 2H2020 was Heartland Bank’s innovative digital 

platforms, which allowed motor dealers to safely provide vehicle finance to New Zealanders even 

when alert levels restricted in-person interactions with customers. 

Harmoney and other personal lending 

Harmoney NOI was $17.2 million, an increase of $4.8 million (39.1%) compared with FY2019. 

Harmoney Receivables increased $10.1 million (5.3%), with the New Zealand Harmoney portfolio 

contracting $5.6 million (3.7%) to $145.9 million, while the Australia Harmoney portfolio increased 

$15.7 million (40.9%) to $54.0 million. Both New Zealand and Australian portfolios contracted in 

2H2020 as a result of slowdown in new lending following the COVID-19 outbreak.  

Harmoney impairments were higher in FY2020 primarily due to additional provisions taken up to 

cover potential future COVID-19 losses, as well as the impact of strong growth in Australia which 

resulted in an increase in stage one provisions. Prior to the COVID-19 lockdown, loss rates in FY2020 

had been lower than FY2019 in both New Zealand and Australia. Adjusted for the COVID-19 overlay, 

FY2020 impairment rate for New Zealand and Australia Harmoney portfolio is 3.4% and 4.1% 

respectively (4.1% and 4.9% in FY2019). FY2020 impairment rate for New Zealand and Australia 

Harmoney portfolio is 4.7% and 5.6% respectively. 
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Business Intermediated 

Business Intermediated lending NOI was $21.9 million, an increase of $4.3 million (24.3%) compared 

with FY2019. 

Business Intermediated Receivables increased $73.6 million (17.3%) to $499.0 million, reflecting 

Heartland Bank’s growth focus on this portfolio. 

Business Relationship 

Business Relationship lending NOI was $24.8 million, a decrease of $3.8 million (13.4%) compared 

with FY2019.  

Business Relationship Receivables decreased a further $19.7 million in 2H2020 to $495.7 million as a 

result of the strategic focus on reducing concentration risk in low margin exposures, posting a $63.9 

million (11.4%) decrease in FY2020.  

O4B 

O4B NOI was $14.7 million, an increase of $5.1 million (53.7%) compared with FY2019.  

O4B Receivables increased $21.8 million (16.4%) to $155.1 million. Whilst O4B growth slowed down 

in 2H2020, ongoing investments in operational capacity, automation and marketing to increase 

product awareness are expected to fuel recovery to pre-COVID-19 levels and growth in future 

periods. 

Rural 

Rural lending NOI was $30.7 million, a decrease of $1.0 million (3.1%) compared with FY2019. 

Rural Receivables decreased by $50.7 million (7.7%) to $605.7 million. Rural Relationship Receivables 

reduced by $22.2 million in 2H2020 to $490.4 million as optimisation of non-core Rural Relationship 

lending to reduce low margin concentration continues, posting a $44.4 million (8.3%) decrease in 

FY2020. At the same time, Livestock Receivables decreased by $6.3 million (5.2%) to $115.3 million. 

Australia 

Australian operations NOI was $34.3 million, an increase of $11.6 million (51.0%) compared with 

FY2019.  

Australian Reverse Mortgage Receivables increased by $149.1 million (18.4%)19 to $957.5 million. 

Heartland remains the leading originator of reverse mortgages in Australia with 12-month market 

                                                           
19 Excluding the impact of changes in FX rates. 
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share increasing from 21%20 to 26%21, and a similar trend expected in the future. 

FUNDING AND LIQUIDITY  

New Zealand 

Heartland Bank increased borrowings by $131.8 million (3.8%), primarily as a result of growth in 

deposits of $115.6 million (3.7%) and growth in other borrowings of $16.2 million (4.7%). 

Deposits grew $100.5 million (3.2%) in the April-June 2020 quarter (Q4) as a result of strong 

promotional activity with Heartland Bank continuing to be a consistent rate leader during the 

lockdown period and beyond. Heartland Bank’s focus is on the reduction of risk concentrations in its 

deposit book and shifting its deposit mix in favour of lower rate call deposits where Heartland is 

relatively underweight.  

Within other borrowings, money market and registered certificate of deposit borrowings reduced by 

$59.8 million in aggregate, while borrowings under the auto warehouse facility increased by $65.6 

million as part of a strategy to shift funding away from short-term uncommitted sources in favour of 

committed wholesale lines.  

Heartland Bank increased total liquidity by $205 million (39%). This was a result of growth in cash 

and cash equivalents of $66 million (169%), growth in investments of $55 million (16%) and growth 

in undrawn committed facilities of $205 million (39%).  

In response to the uncertain economic and liquidity impacts of COVID-19, Heartland Bank increased 

its committed auto warehouse facility from $150 million to $300 million, and increased its target 

holding of cash and cash equivalents. As such Heartland Bank holds liquidity well in excess of 

regulatory minimums.  

Heartland cancelled its $25 million undrawn corporate debt facility in May 2020. 

Australia 

Heartland Australia increased borrowings by A$168.4 million (24.7%) as a result of growth in reverse 

mortgage warehouse funding of A$73.2 million (11.6%) and a A$100 million medium-term note 

(MTN) issuance.  

To support its growth, Heartland has secured A$142 million of long-term funding for its Australian 
Reverse Mortgage business. The innovative Australian reverse mortgage-backed syndicated loan 
securitisation transaction announced on 15 September 2020 is funded by established offshore 
institutional investors. The first-of-its-kind transaction achieves another milestone in executing 

                                                           
20 Based on APRA ADI Property Exposure combined with Heartland Seniors Finance data as at 31 March 2019. 
21 Based on APRA ADI Property Exposure combined with Heartland Seniors Finance data as at 31 March 2020. 
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Heartland’s strategy to diversify type, source and tenor of its Australian funding and importantly 
evidences market liquidity to existing warehouse funders. 

The financing structure provides Heartland access to deep pools of efficient long-dated funding that 
is typically unavailable to most Australian non-bank financial institutions. Heartland’s high-quality 
reverse mortgage asset portfolio has enabled the structure to achieve leverage22 of 98%. 

During the financial year, Heartland Australia successfully continued to execute on its strategic 

funding programme to cater for the strong growth that continues to be generated.  

Other funding activity included: 

• execution and utilisation of a new A$250 million reverse mortgage funding warehouse 

provided by a major Australian financial institution 

• issuance of A$100 million new MTNs. 

 

Heartland now has access to committed Australian reverse mortgage loan funding of A$1 billion in 

aggregate. Further expansion of existing warehouse funding through increased senior limits and 

introduction of mezzanine funding is planned together with continued optimisation of long-term 

duration matched funding. 

REGULATORY UPDATE  

As a result of COVID-19, some delays to regulatory change timeframes were announced in 2H2020. 

However, a significant volume of regulatory change continues to be upcoming. Key changes include 

the proposed Financial Markets (Conduct of Institutions) Amendment Bill (Conduct Bill) and Phase 2 

of the review of the Reserve Bank of New Zealand Act 1989 (RBNZ Act).  

If enacted, the Conduct Bill would introduce a new conduct regime for registered banks (including 

Heartland Bank), licensed insurers and non-bank deposit takers in New Zealand. 

The Government has made a number of in-principle decisions in relation to its review of the RBNZ 

Act which will affect the New Zealand financial system, including proposing a depositor protection 

scheme and significant strengthening of accountability requirements for directors and executives.  

A consultation paper for the proposed changes to the RBNZ Act has been published with submissions 

due on 23 October 2020. Heartland will continue to monitor progress in respect of the review, and 

any bill which is subsequently introduced to Parliament.  

STRATEGIC PRIORITIES  

Heartland has three core strategic objectives: acquiring scale as a New Zealand bank, expanding in 

Australia and digitalising everything it does.  

                                                           
22 Being total senior debt divided by total reverse mortgages funded. 
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New Zealand 

Heartland remains dedicated to providing customers with banking products and services through 

best or only digital channels.  

Within this, Heartland Bank has developed a unique, low-cost operating model in New Zealand, 

through the digitalisation of its core distribution channels and fulfilment processes. Heartland views 

growing scale through consolidation in the banking industry as a potential opportunity to expand 

this low-cost model and create greater access to capital for other industry participants. At a time 

when other participants are required to raise additional capital and the industry in general faces 

additional investment in technology and regulatory compliance, consolidation may be considered 

attractive. 

In March, Heartland Bank entered into the retail mortgage market with its new online Home Loans 

platform. The trial sought to test the appetite of the New Zealand market for a digital home loan 

product which allows Kiwis to apply and receive a conditional approval online, without the need to 

go into a bank or meet with a mortgage manager. The trial was successful, with $50 million of 

conditional home loan approvals being given in the month the trial was run. Heartland Bank expects 

to relaunch its Home Loans product during the financial year ending 30 June 2021 (FY2021) with a 

rate as market leading as that offered during the trial. 

Australia  

Growth has continued in Australia’s Reverse Mortgage business, despite the impact of COVID-19 on 

the Australian market. Investment in marketing activity will continue for reverse mortgages in 

Australia to grow reach and drive leads. 

Heartland launched its O4B unsecured small business lending platform in Australia in late 2019. Due 

to the impact of COVID-19, Heartland paused lending through the Australian platform in March, but 

intends to relaunch O4B in Australia this calendar year.  

Heartland has had success in the consumer and small business markets in New Zealand, and is now 

focused on replicating that success in Australia. Heartland currently has small exposures to those 

markets through its partners, such as Harmoney, and is targeting growth in both areas, with an 

appetite for both organic and acquisition growth opportunities.  

Digital 

Heartland’s strategy to digitalise everything it does is described in detail above under Digital 

Evolution on page 4. 
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FINAL DIVIDEND  

Heartland is pleased to declare a 2020 final dividend of 2.5 cps, taking the total dividend for FY2020 

to 7.0 cps (3.0 cps down on FY2019). The dividend yield of 8.2%23 compares to 8.6%24 in FY2019. The 

dividend decrease reflects restrictions imposed by the RBNZ on distributions by banks in New 

Zealand. However, the continued growth in Heartland’s Australian operations enable it to distribute 

earnings derived from assets held outside of Heartland Bank. Heartland expects to return to a pay-

out ratio aligning to historical levels once the RBNZ restrictions are removed. 

The final dividend will be paid on Friday 9 October 2020 (Payment Date) to shareholders on the 

company’s register as at 5.00pm on Friday 25 September 2020 (Record Date) and will be fully 

imputed. 

Heartland has a Dividend Reinvestment Plan (DRP), giving eligible shareholders the opportunity to 

reinvest some or all of their dividend payments into new ordinary shares. The DRP will apply to the 

final dividend with a 2.0% discount25. 

The DRP offer document and participation form is available on Heartland’s shareholder website at: 

https://shareholders.heartland.co.nz/shareholder-resources/dividends.  

OPTIMISATION OF VALUE WITHIN THE GROUP 

As described above, Heartland has a strategy to: 

1. acquire scale in banking in New Zealand 

2. expand in Australia  

3. digitalise everything it does.  

 

This strategy aligns with the core strengths of Heartland’s businesses, being:  

1. an established financial technology business in New Zealand based on SME and consumer 

lending with the potential to grow its start-up platforms in Australia 

2. a leading provider of motor vehicle finance in New Zealand with potential to capture further 

market share  

3. the largest active provider of Reverse Mortgages in Australia 

4. a New Zealand bank based on business, rural and household lending with the potential to 

develop a low-cost model through digitalisation and increased scale through consolidation.  

 

Current bank price-to-earnings ratio multiples are below many of those for finance companies and 

fintechs, and Heartland recognises that its current share price may not appropriately reflect the 

                                                           
23 FY2020 total fully imputed dividends divided by share price as at 16 September 2020 of $1.19. 
24 FY2019 total fully imputed dividends divided by share price as at 14 August 2019 of $1.62. 
25 That is, the strike price under the DRP will be 98.0% of the volume weighted average sale price of Heartland 
shares over the five trading days following the Record Date. For the full details of the DRP and the Strike Price 
calculation, refer to Heartland Group Holdings Limited DRP offer document dated 10 December 2018. 

https://shareholders.heartland.co.nz/shareholder-resources/dividends
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underlying nature of its businesses. Consequently, the Board has asked management to explore this 

and identify means of optimising value. 

 

LOOKING FORWARD  

In Digital, an increased emphasis on development of the Heartland Mobile App for the New Zealand 

market will be the focus. This App will afford more interaction to meet customer needs and greater 

distribution to new customers.  

Across the New Zealand activities, Heartland expects continued growth in Motor and Business, as 

well as Reverse Mortgages. 

In Australia, growth in Reverse Mortgages is expected to continue (supported by further issuance 

from its recently established long-term funding structure), alongside expansion in SME and 

Consumer activities.  

Heartland’s commitment to diversity and inclusion remains an integral part of its overall strategy. 

FY2021 will see Heartland’s continued focus on further developing and embedding its Māori 

initiatives, including growth in its Manawa Ako internship programme. Heartland’s Environmental, 

Social and Governance (ESG) strategy will also continue, with a focus on reducing the environmental 

impact of Heartland’s operations and providing products and services which support customers to 

make behaviour changes consistent with a circular economy. 

Alongside this, Heartland remains committed to supporting customers through any future COVID-19 

related uncertainties. 

Heartland currently expects its NPAT for the year ending 30 June 2021 to be in the range of $83 

million to $85 million. 

- Ends - 

For further information, please contact the person(s) who authorised this announcement: 

Jeff Greenslade Andrew Dixson 

Chief Executive Officer Chief Financial Officer 

M 027 382 0023 M 027 263 2666 

Address:  
Level 3, Heartland House  
35 Teed Street  
Newmarket, Auckland  
New Zealand 

For media enquiries, please contact: 

Nicola Foley 

Head of Communications 

M 027 345 6809 


