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1. Introduction 

E ngā mana, e ngā reo, e ngā rau rangatira, tēnā koutou katoa. 

Greetings to all of you, all voices, all authorities and leaders. 

E ngā tangata whenua o Tāmaki-makau-rau, kei te mihi, kei te mihi. 

To the many iwi of the Auckland area, I acknowledge you as tangata whenua. 

Ki a koutou katoa kua hui mai nei i tēnei rā, tēnā tātou katoa. 

To everyone joining us today, thank you. 

 

The Coronavirus pandemic has, as you would expect, over-shadowed the last financial year.  

It continues to present challenges. 

However, I am proud to report we continue to meet that challenge and at the same time, 

achieved a number of important milestones. 

And in my address, I first wish to describe our COVID-19 response to you, then update you on 

progress in our digital strategy, before moving on to provide an update on financial 

performance and, finally, outline some key strategic matters. 

2. COVID-19 Response 

As an ‘essential service’, Heartland continued to operate during the COVID-19 lockdown 

period at alert levels 3 and 4 to support our customers.  Our initial response focused on 

proactively contacting our Consumer, small-to-medium enterprise (SME) and larger business 

customers to offer support. Alongside this, we made the logistics possible for all staff to 

work from home.  

Support options offered to customers included payment holidays ranging from one to three 

months, reduced principal and interest only payments.  We built a new website functionality 

to enable customers to easily contact us remotely and request support online. 

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.  98.6% of 

Consumer loans and 99.6% of SME and Business loans have now returned to their pre-
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COVID-19 payment schedules or have taken up a new product, Heartland Extend, which 

provides flexibility to manage the term of loans to match cashflows.  This is a product that 

aligns debt servicing with commercial realities, and is available in a ‘business-as-usual’ 

context to both existing and non-customers. 

The resilience of the economy has defied expectations and the same is true of our customer 

base, reflecting the effectiveness of the support measures provided by government – 

particularly the IRD loan to small businesses, but also the resilience within Heartland’s 

portfolio.  While this crisis has not been as bad as initially feared, we remain prepared for 

the possibility of any deterioration.  An economic overlay of $9.6 million has been taken and 

remains available should it be needed.  This is an added buffer on existing general provisions 

which together amounts to $62.7 million of provisions to cover any losses that may arise 

from whatever cause. 

3. Digital Update 

The Heartland Group is, in essence, a Financial Technology business with a bank.  Digitalisation 

is at the core of everything we do. 

Digitalisation is primarily dedicated to making our products and services accessible on a 

smartphone. 

The smartphone is increasingly the preferred channel for all demographics – whether for 

communication, entertainment, information or for commercial and financial services. 

Also, through the advent of Application Programming Interface or “API” technology, it has 

become a much cheaper medium for electronic interactions.  This makes the cost of acquiring, 

on-boarding and processing new customers very low.  This has the potential to reduce ongoing 

or marginal costs.  As a consequence, areas where previously we had no competitive 

advantage such as Residential Mortgages, are now open to us.  Through a digital platform, 

Heartland is now able to offer market-leading rates – 1.99% p.a. for one year and a 2.50% p.a. 

floating rate. 

We can provide simple applications to customers that can be completed within minutes online 

and receive an automatic response.   
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Just a year ago, this was beyond contemplation.  However, new, low cost technology is 

available to disrupt main banks in a way that is aligned with customer behaviours and meets 

their preferences.  

We are facing a world where there is greater choice and where customers want what they 

want quickly and with minimal fuss. 

During the course of the year, we extended our digital reach to more customers, in addition 

to Residential Mortgages, we also launched digital platforms for Sheep & Beef Loans, and 

Motor Loans alongside our existing Business and Deposit digital platforms. 

The Deposit platform in particular worked well during the lockdowns, enabling customers to 

access Heartland’s products and services despite the alert level restrictions on in-person 

interactions.  Facial recognition (biometrics) and electronic document signature (DocuSign) 

innovations provide customers with end-to-end contactless on-boarding and fulfilment.  In 

addition, at the height of alert level 3 and 4 lockdowns, motor vehicle dealers were able to 

progress vehicle loan applications using product channel biometrics.  Heartland’s online 

application process for Reverse Mortgages also enabled Australian retirees to apply for a 

Reverse Mortgage online from the safety of their own homes during the Victorian lockdown. 

Increased investment will continue to 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 and 

remotely is of even greater importance. 

4. FY21 Financial Update 

Given the current uncertainties, we have decided to give shareholders an update on financial 

performance.  This is not our usual practice but in the interests of transparency in 

unprecedented circumstances, we considered it appropriate to do so. 

As at the end of October, which is the first four months of FY21, NPAT is tracking at $29.9 

million (versus full year guidance of $83 million - $85 million).   

Margin and Costs have been maintained, with NIM and Cost Income Ratio both in line with 

expectations. 

Overall balance sheet growth has been flat.  Repayments from non-core area of Relationship 

Lending, Open for Business (O4B) and Harmoney have offset growth in core areas of Business 
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Intermediated (up 13% per annum); Motor is up 11.5% per annum; Reverse Mortgages are up 

4.4% and 11% respectively per annum in New Zealand and Australia (excluding the FX impact). 

Lower interest rates and customers utilising the government’s packages appear to have 

contributed to the level of repayments.  Livestock is also down due to seasonality reasons.  

Impairments to date have been much lower than anticipated, tracking well below budget.  

This reflects releases due to repayments, but also an improving profile and reduction in non-

performing loans. 

The economic overlay we took in FY20 of $9.6 million pre-tax has not been utilised. 

Some commentators maintain that the economic ramifications of the pandemic are yet to be 

fully felt, and due to this remaining uncertainty, and despite running ahead of the forecast run 

rate, we don’t propose currently to change the current NPAT guidance of $83 million to $85 

million for FY21. 

More recently, Harmoney successfully concluded an Initial Public Offering (IPO) in Australia.  

The listing and subsequent trading prices are at a material premium to the book value of our 

holding.  Heartland will re-assess the fair value of its equity investment in Harmoney as part 

of the preparation of its financial results for the half year.   If so, this may impact on guidance 

range. 

5. Strategic Developments 

In the FY20 results announcement, we advised that the Board had asked Management to 

identify means of optimising value within the Group.   

The review is ongoing but the preliminary picture emerging is that the Group could be seen 

as comprising four distinct businesses: 

1. New Zealand Banking; 

2. Motor Finance; 

3. FinTech (primarily based on the Open for Business Platform); and 

4. Australia Reverse Mortgages. 
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Further that: 

• each business unit had both differing return profiles and growth opportunities;   

• three of the four component parts are not typically found within a traditional bank 

structure;   

• the Group is regarded by the market as a bank, and benchmarked against a group of 

Australasian peers including the major banks;   

• Heartland performs well in a relative sense across each business in terms of operating 

metrics; 

• each business has material opportunities to scale, and Heartland, at times, is possibly 

discounted because of its size.  The Group has been successful previously scaling 

businesses, and should continue to pursue its long term strategy to acquire scale both 

organically and inorganically.   

• Finally, the possibility of structuring the Bank’s Motor business as a separate entity 

under the Bank may assist in highlighting any intrinsic value which may not be reflected 

in current bank-based benchmarking.  This may also provide flexibility and efficiency in 

terms of access to, and cost of, capital.   

No conclusions have been reached and the Board continues to consider these matters. 

6. Conclusion 

Finally, I would like to thank the people of Heartland for their exceptional efforts, in what I’m 

sure you will all agree has been an extraordinary year. 

He manawa whenua, he manawa tangata, Ko Heartland tēnei. 

This is our Heartland. 

Thank you also to our shareholders. 

Tēnā koutou katoa. 

Thank you all. 

I will now hand you over to Laura Byrne, our Group Chief of Staff, to provide an update on 

Heartland’s sustainability initiatives. 


