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MACQUARE BANK LIMITED
and its controlled entities

DIRCTORS' REPORT
FOR THE HAF YEAR ENDED 30 SEPTEMBER 2006

In accordace with a resolution of the Votig Directors ("the Directors") ofMacquae Ban Limted ("the Ban"), 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 Ban and its controlled entities (together "the economic entity") for the half year ended on that date ("the period") and

report as follows:

DIRCTORS

At the date of ths report, the Directors of the Ban are:

Executive Directors:

D.S. Clarke, AO, Executive Chairman
A.E. Moss, AO, Managing Director and Chief Executive Offcer
M.R.G. Johnon, Deputy Chairman
L.G. Cox, AO

Independent Directors*:
1. G. Allpass
P.M. Kiby
C.B. Livingstone

B.R. Mar (retied 20 July 2006)
H.K McCann AM
J.R. Niland, AC
H.M. Nugent, AO

* In accordace with the Bank's defintion of independence.

Unless otherwse stated, the above Directors each held offce as a Director of the Ban thoughout the period and up until the date of

ths report. Those Directors listed as Independent Directors have been independent thoughout the period.

RESULT

The fincial report for the half year ended 30 September 2006, and the results herein are prepared in accordace with Australian

Equivalents to International Financial Reportg Stadads ("AIRS").

The consolidated profit attbutable to ordin equity holders, in accordace with AI, for the period was $730 million (31 March

2006: $434 millon, 30 September 2005: $482 mion).

INTERI DIVEND

The Directors have declared a 100% franked interi dividend of $ 1.25 per ordiar shae (31 March 2006: 100% franed $ 1 .25 per
ordinary share, 30 September 2005: 90% franed $0.90 per ordinar share), to be paid on 15 December 2006.
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MACQUAR BAN LIMITED
and its controlled entities

DIRCTORS' REPORT (continued)
FOR THE HALF YEAR ENDED 30 SEPTEMBER 2006

REVIW OF OPERATIONS

The Bank's consolidated net profit after income ta attibutable to its ordinar equity holders for the half year ended 30 September 2006

was $730 milion, an increase of 5 1 % on the prior corresponding period. Basic eamings 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 ofDyno 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 opportities, the Bank raised in excess of$700 milion of ordinar
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 September 2006 increased 46% over the prior corresponding period to $3,156 millon,
driven by profits from the disposal of equity investments and market conditions that have been favourable for investment baning
activities.

The Bank's global expansion continues to see international income grow, up considerably to $1,321 milion, representing an increase of

38% on the prior corresponding period. International income amounted to 44% of the Bank'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 corresponding period largely
due to the disposal ofMGQ. Excluding the income from this transaction, international income for the halfwould have represented
approximately 49% of total operating income (excluding earnings on capital).

Operating expenses are up 50% on the prior corresponding period to $2,213 milion. Employment costs, the largest component of
operating expenses, are up 54% on the prior corresponding period to $1,807 milion. The increase has been driven by headcount growt
combined with growth of staff profit share expense though an increase in net profit and an improved retu on equity. Headcount is up
26% on the prior corresponding period to 8,986 staffwith international headcount increasing by 48% to 3,006 staff

AUDITORS' INEPENDENCE DECLARTION

A copy of the auditors' independence declaration, as required under section 307C of the Corporations Act 2001 (Cth), is set out on page
5.

ROUNING OF AMOUNS

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 milion dollars unless
otherwise indicated.

t ~ r~~ MID a rewlution of 

IDe Direore.

David Clarke

Executive Chairman
Allan Moss
Managing Director and
Chief Executive Offcer

Sydney
13 November 2006
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PricewaterhouseCoopers
ABN 52 780 433 757

Auditors' Independence Statement

Darling Park Tower 2
201 Sussex Street
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
ww.pwc.com/au
Telephone +61 2 8266 0000
Facsimile +61 282669999

As lead auditor for the audit of Macquarie Bank Limited for the half year ended 30 September

2006, I 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 controlled during the

period.

~~
Ian Hammond
Partner
PricewaterhouseCoopers

Sydney
13 November 2006

Liability limited by a scheme approved under Professional Standards Legislation



MACQUARE BAN LIMITED
and its controlled entities

Consolidated income statement
for the half year ended 30 September 2006

Half year to Half year to Half year to

30 Sep 2006 3 1 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) (20 i) (20 i )

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 ordinar activities 3,156 2,233 2,160

Employment expenses 2 (1,807) (1,237) (1,170)
Occupancy expenses 2 (100) (80) (59)
Non-salar technology expenses 2 (76) (67) (61)
Professional fees, travel and communication expenses 2 (124) (144) (93)
Other expenses 2 (106) (101) (94)
Total expenses from ordinar activities (2,213) (1,629) (1,477)

Operating profit before income tax 943 604 683

Income ta expense 5 (169) (130) (160)

Profit for the half year 774 474 523

Profi attibutable to minority interests (29) (26) (26)

Profit attibutable to equity holders of
Macquarie Ban Limited 745 448 497

Distributions paid or provided on
Macquarie Income Securities 6 (15) (14) (15)

Profi attributable to ordinary equity holders of

Macquarie Bank Limited 730 434 482

Cents per share

Basic earnings per share 7 300.9 187.6 212.9

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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MACQUARE BAN LIMITED
and its controlled entities
Consolidated balance sheet
as at 30 September 2006

As at As at 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 bans 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 42,631 34,999 31,410
Other financial assets at fair value through profit and loss 2,893 2,104 1,870

Derivative financial instrments - 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
Intagible assets 168 150 122

Life investment contracts and other unit holder assets 5,610 5,183 5,170
Interest in associates and joint ventures using the equity method 12 3,571 3,463 2,935
Propert, plant and equipment 337 292 267
Deferred income tax assets 393 240 238

Assets and disposal groups classified as held for sale 13 3,813 2,389 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 portfolio liabilties 14 6,500 10,057 8,514
Derivative financial instruments - negative values 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 liabilties at fair value through profit and loss 16 5,685 5,481 4,627
Other liabilities 8,072 9,553 5,904
Current ta liabilties 246 97 262
Life investment contracts and other unit holder liabilties 5,530 5,130 5,135
Provisions 149 132 122

Deferred income ta liabilties 53 157 116

Liabilties of disposal groups classified as held for sale 13 2,443 1,427 644
Total liabilties 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 profi and loss 914 266 266

Total liabilties 105,836 100,874 79,227

Net assets 6,801 5,337 4,993
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MACQUARE BANK LIMITED
and its controlled entities
Consolidated balance sheet (continued)
as at 30 September 2006

Notes
As at

30 Sep 2006
$m

EQUITY
Contributed equity

Ordinar share capital
Treasury shares
Macquarie Income Securities

Reserves
Retained earings

Total capital and reserves attibutable to equity holders
ofMacquarie Bank Limited

17

17

17
18

18

2,889

(2)
391
265

2,374

5,917

Minority interest in disposal groups classified as held for saleMinority interest 18 884Total equity 6,801
The above consolidated balance sheet should be read in conjunction with the accompanying notes.

As at
3 i Mar 2006

$m

As at
30 Sep 2005

$m

1,916 1,830

(2) (i)
391 391
250 125

1,934 1,708

4,489 4,053

135

848 805
5,337 4,993
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MACQUARE BAN LIMITED
and its controlled entities

Consolidated statement of changes in equity
for the half year ended 30 September 2006

Half year to
30 Sep 2006

$m

Half year to
31 Mar 2006

$m

Half year to
30 Sep 2005

$m

Total equity at the beginning of the half year 5,337 4,993 4,425

Adjustments on adoption of AASB 132 and AASB 139 net of tax:

Retained profits
Reserves

Available-for-sale investments, net of ta
Associates and joint ventures
Cash flow hedges, net oftax
Exchange differences on translation of foreign operations

(19)
25

(20)
34

82
1

10
41

16

71
2

(3)
(12)
(41)

Net income recognised directly in equity 20 134 33

Profit for the half year 774 474 523

Total reco~nised 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

Dividends paid and distributions paid or provided
Minority interest:
(Reduction)/contribution of equity net of 

transaction costs

Distrbutions
Other equity movements:

Share based payments
Minority interests from disposal groups classified as held for
sale

35

82 226

(222) (328)

5 (17)
(28) (23)

34 19

(135) 135

5,337 4,993

961

(305)

6

(27)

Total equity at the end of the half year 6,801

Tota recognised income and expense for the half year is

attbutable to:
Ordinar equity holders of Macquarie Bank Limited
Macquarie Income Securities holders
Minority interest

772
15
57

528
14
66

560
15

(19)

Total reco~nised income and expense for the half year 794 608
The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.

556
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MACQUARE BAN LIMITED
and its controlled entities

Consolidated cash flow statement
for the half year ended 30 September 2006

Half year to Half year to Half year to

30 Sep 2006 3 1 Mar 2006 30 Sep 2005
Notes $m $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 distrbutions 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)/receipts from trading securities and

other financial instrments (1,351 ) (2,154) (3,103)
(Payments) to suppliers (454) (423) (404)
Employment expenses (paid) (1,600) (667) (1,187)
Income ta (paid) (164) (221 ) (132)
Life investment contract income 150 115 78

Life investment contract premiums received and other unit holder
contributions 567 162 811

Life investment contracts (payments) (626) (117) (1,070)
Assets and disposal groups classified as held for sale
- net (payments)/receipts from operations (15) 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 securities (5,904) (3,749) (3,625)
Proceeds from realisation of investment securities 5,558 3,517 3,656

(Payments) for interests in associates (575) (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 oflife investment contract investments 2,917 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 ordinai share capita 864
Proceeds from/(payments to) other minority interest 9
(Repayment) of subordinated debtIssue of subordinated debt 767
Dividends and distributions (paid) (237)
Net cash flows from financing activities 1,695Net (decrease)/increase in cash (2,545)
Cash and cash equivalents at the beginning of the half year 9,133
Cash and cash equivalents at the end of the half year 19 6,588
The above consolidated cash flow statement should be read in conjunction with the accompanying notes.

54 168
2 (3)

(26)

(222 ) (298)
(166) (159)
4,010 (27)
5,123 5,150

9,133 5,123
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MACQUARE BAN LIMITED

Notes to the financial statements
30 September 2006

1. Summary of signifcant 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 with Accounting Stadard AASB 134 Interim Financial Reporting and the Corporations Act 2001 (Cth).

This financial report comprises the consolidated financial report ofMacquarie Ban Limited ("the Ban") and the entities it
controlled at the end of, or during, the period (together, ''te economic entity").

This interim financial report does not include all the notes of the tye normally included in an anual fiancial report. Accordingly,

this report is to be read in conjunction with the anual 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 ofthe 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 milion dollars unless otherwise indicated.

The accounting policies are consistent with those of the previous financial year and corresponding periods, unless otherwise stated.
Reference should be made to Macquarie Ban Limited's anual report for 31 March 2006 for a complete list ofthe 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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MACQUARE BANK LIMITED

Notes to the financial statements
30 September 2006

Half year to
30 Sep 2006

$m

Half year to
3 1 Mar 2006

$m

Half year to
30 Sep 2005

$m

2. Profit for the half year

Net interest income
Interest and similar income received/receivable
Interest expense and similar charges paid/payable
Net interest income

Share of net profits of associates and joint ventures using the
equity method 99

1,674 1,462

(1,377) (1,167)
297 295

1,383 1,436

(201) (201)
14 9

1,196 1,244

240 286
132 65
64 88

(39) 40

397 479

133 39

52 48
23 55

(2) (16)

125 3

27 15

65 16

290 121

2,082
(1,752)

330

Net fee and commission income
Fee and commission income
Fee and commission expense
Income from life business and other unit holder businesses
Net fee and commission income

1,704

(268)
1

1,437

Net trading income
Equities
Commodities
Foreign exchange products
Interest rate products
Net trading income

341
119
47

(51)
456

Other operating income
Net gains on sale of investment securities available for sale
Net gains on sale of associates and joint ventures*
Net income/(loss) from disposal groups held for sale
Gain on deconsolidation of controlled entities and businesses held
for sale
Dividends/distributions received/receivable from investment
securities
Other income
Tota other operating income

114
501

42

38
192
887

Other operating expenses

Provision for diminution of investment securities (including
investment securities available for sale, associates and joint
ventures)
Collective allowance for credit losses provided for during the
period (refer note 9)
Specific provisions
- provided for during the period (refer note 9)
- recovery of loans previously provided for (refer note 9)
- loan losses written-off
- recovery ofloans previously written-off
Total net charge for provisions
Other expenses
Total other operating expenses
Net other operating income
Total income from ordinary activities

(3) (25)

(3) (10) (1)

(10) (19) (17)
6 4 11

(5) (4) (3)
1 2 1

(14) (52) (9)
(39) (28) (9)

(53) (80) (18)
834 210 103

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 milion
arising from the sale of the Group's interest in Macquarie Goodman Group.
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MACQUARE BAN LIMITED

Notes to the financial statements
30 September 2006
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MACQUARE BAN LIMITED

Notes to the financial statements
30 September 2006

Half year to
30 Sep 2006

$m

Half year to
3 1 Mar 2006

$m

Half year to
30 Sep 2005

$m

3. Revenue from operating activities

Interest and similar income
Fee and commission income
Investment revenue and management fees from life
investment contracts and other unit holder businesses
Net trading income
Profit on the sale of investment securities available for sale
and associates and joint ventures
Other income (excluding profit on the sale of investment
securities available for sale and associates and joint ventures)

2,082 1,674 1,462

1,704 1,383 1,436

166 373 136

456 397 479

615 75 103

371 348 57

5,394 4,250 3,673Total revenue from operating activities

4. Segment reporting

Segment revenues, expenses, assets and liabilties are those that are directly attibutable 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 caring amount of
certin assets used jointly by segments are allocated based on reasonable estimates of usage.

Any transfers between segments have been determined on an ars-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 certin 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 manufactue of funds management products;

. Financial Markets: trading in fixed income, equities, curency, commodities and derivative products;

. Investment Baning: corporate and strctured finance, advisory, underwiting, faciltation, broking and real estate/propert
development; and

. Lending: baning 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 ordinar activities 912 629 1,285 330 3,156

Profit for the half year 199 173 349 53 774
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MACQUARE BANK LIMITED

Notes to the financial statements
30 September 2006

4. Segment reportng (continued)

Half year to 31 March 2006
Total revenue from ordinary activities
Total income from ordinar activities
Profit for the half year 

Half year to 30 September 2005
Total revenue from ordinar activities
Total income from ordinar activities
Profit for the half year

Asset and
Wealth

Management
$m

Financial Investment
Markets Banking

$m $m

724 941

447 873
108 200

967 807
478 760
146 176

Lending Total
$m $m

1,531 4,250
291 2,233

78 474

1,048 3,673
250 2,160

48 523

1,054
622

88

851
672
153
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MACQUMUE BANK LIMITED

Notes to the financial statements
30 September 2006

Half year to

30 Sep 2006
$m

Half year to
3 i Mar 2006

$m

Half year to
30 Sep 2005

$m

5. Income tax expense

a) Reconcilation 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/(taable) in calculating taxable income:

Rate differential on offshore income 103
Distribution provided on Macquarie Income Preferred

Securities and related distributions
Non-deductible options expense
Other items

Total income ta expense

41 44

8

(10)
13

(169)

7

(10)
14

(130)

8

(6)
(1)

(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 ta - (credited)/debited directly to equity
Total net deferred tax (credited)/debited directly to equity

(14)
(14)

38
38

29
29

* Prima facie income ta on operating profit is calculated at the rate 000% (31 March 2006 and 30 September 2005: 30%). The
consolidated entity has a ta year ending on 30 September.

Pursuant to a resolution of the Bank, the consolidated entity's Australian ta liabilties are determined pursuant to ta consolidation
legislation. The Bank together with all eligible Australian resident wholly-owned controlled entities of 

the Ban represent a Tax

Consolidated Group (''the TC Group"), with the Ban as the Head Entity. As a consequence, the relevant controlled entities are not
liable to make income ta payments and do not recognise any current ta balances. Under the terms and conditions of a ta funding
agreement, the Ban charges each controlled entity for all current ta liabilties incurred in respect of 

their activities and reimburses

each controlled entity for current ta assets utilsed.

Should the Ban be in default of its ta payment obligations, or a default is probable, the current ta balances ofthe controlled
entities wil be determined in accordance with the terms and conditions of a ta sharing agreement between the Ban and entities in
the Group.

In preparing this financial report the Directors have considered the information currently available and where considered necessar
have taken legal advice as to the economic entity's ta liabilty and in accordance with this believe that provisions made are
adequate.
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MACQUAR BAN LIMITED

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 dividend 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 opportnity to acquire fully paid ordinary shares, without transaction costs, at the prevailing
market value less 2.5%. A shareholder can elect to paricipate 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 milion. This amount has been estimated based on the number of shares eligible
to participate as at 30 September 2006.
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MACQUARE BAN LIMITED

Notes to the financial statements
30 September 2006

Half year to
30 Sep 2006

$m

Half year to
31 Mar 2006

$m

Half year to
30 Sep 2005

$m

6. Dividends paid and distributions paid or provided (continued)

ii) Distributions paid or provided

Macquarie Income Securities
Distributions paid (net of distributions previously provided)
Distributions provided

9
6

8

6

9

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)
Distributions provided

2
25

1

27 23

Total distributions paid or provided 27 28 23

The Macquarie 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 convert for 500 Bank preference shares at
the Bank's discretion at any time, in certin circumstances (to meet capital requirements), or on maturity.
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MACQUARE BAN LIMITED

Notes to the financial statements
30 September 2006

7. Earnings per share

Basic earnings per share

Diluted earnings per share

Reconcilation of earnings used in the calculation of basic earnings
per share
Profit for the half year

(Profit) attibutable to minority interests:
Macquarie Income Preferred Securities
Other equity holders

Distributions paid or provided on:
Macquarie Income Securities

Total eamings used in the calculation of basic eamings per share

774 474 523

(15)
730

(14)
434

(23)
(3)

(15)
482

(27)
(2)

(28)
2

Reconciliation of earnings used in the calculation of diluted
earnings per share
Eamings used in calculating basic eamings per share
Total eamings used in the calculation of diluted eamings per share

730
730

434
434

482
482

Number of shares

Total weighted 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
Potential ordinar shares:

Weighted average options
Total weighted average number of ordinar shares and potential
ordinar shares used in the calculation of diluted earnings per share

242,598,050 231,348,434 226,346,261

9,517,302 10,715,933 10,563,305

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 ofthe options granted, and exercise 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 fuer 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 Ban's fully paid ordinar shares for the half year ended 30

September 2006 and consequently, they are not considered to be dilutive.
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MACQUARE BAN LIMITED

Notes to the financial statements
30 September 2006

As at As at As at

30 Sep 2006 3 i Mar 2006 30 Sep 2005

$m $m $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 bils 250 330 202

Foreign government bonds 40 42 126

Bils discounted
309

Total trading securities 13,634 14,141 12,390

Other trading assets
Other commodities 122 105 49

Total other trading assets 122 105 49

Total trading portfolio assets 13,756 14,246 12,439
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MACQUAR BAN LIMITED

Notes to the financial statements
30 September 2006

As at
30 Sep 2006

$m

As at
3 i Mar 2006

$m

As at
30 Sep 2005

$m

9. Loan assets held at amortised cost

Due from governments' 195

2,033 1,535

223 286

30,845 28,239

(52) (40)
30,793 28,199
2,030 1,450

32,823 29,649

35,079 31,470

(80) (60)

34,999 31,410

Due from clearing houses 3,578

Due from other entities
Other loans and advances
Less specific provisions

36,542
(55)

36,487
2,454Lease receivables

Total due from other entities 38,941

Total gross loan assets
Less collective allowance for credit losses

42,714
(83)

Total loan assets held at amortised cost 42,631
· Governments include federal, state and local governments and related enterprises in Australia.

Specific provisions
Balance at the beginning of the financial period
Provided for during the financial period
Loan assets written off, previously provided for
Recovery of loans previously provided for
Transfer from other provisions and other items
Transfer to provision against interest in associates and joint ventures

using the equity method
Attibutable to foreign currency translation

Total specific provisions 55

40 45
19 17

(5) (5)
(4) (11)

1

(1) (5)
2 (1)

52 40

0.15% 0.13%

52
10

(6)

(1)

Specific provisions as a percentage of gross loan assets 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 portolio which are not
yet specifically identifiable.
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MACQUAR BAN LIMITED

Notes to the financial statements
30 September 2006

As at
30 Sep 2006

$m

As at
3 i Mar 2006

$m

As at
30 Sep 2005

$m

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
Less specific provisions
Total impaired loans with specific provisions for impairment

167

(60)
107

137

(52)
85

95

(40)
55

Total net impaired financial assets 128 93 65

11. Investment securities available for sale

Equity securities
Listed
Unlisted

Debt securities

453
145

3,541

347
198

3,201

143
222

3,152

Total investment securities available for sale 4,139 3,746 3,517
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MACQUARE BANK LIMITED

Notes to the financial statements
30 September 2006

As at
30 Sep 2006

$m

As at
3 i Mar 2006

$m

As at
30 Sep 2005

$m

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

Loans and investments - at cost
Less provision for impairent
Loans and investments at recoverable amount
Total interest in associates and joint ventures using the equity
method

3,420 3,327 2,829

180 176 127

(29) (40) (21)
151 136 106

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 3 i Mar 2006 30 Sep 2005

Name of entity
0/0 $m $m $m

Diversified CMBS Investments Inc. 57% 358 365 373

Dynasty Propert Investment Limited 24% 80 79 73

European Directories SA 13% 144 170 149

Macquarie Airport/\ 15% 628 564 420

Macquarie Capital Alliance Group 11% 94 89 94

Macquarie Communications Infrastructure Group/\ 12% 160 136 149

Macquarie Countride Trust 9% 217 137 183

Macquarie Diversified (AA) Trust 29% 197 198

Macquarie European Infrastrcture 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 Offce Trust 6% 165 102 101

Macquarie Shinhan Infrastructure Asset Management Co
Limited 50% 36 60 8

Medallst Developments Inc. 80% 53 58 69

Medallst Developments Trust/\ 70% 51 39 24

Moto International Holdings Limited 29% 92

Resources Services Holdings USA 17% 93

/\ Denotes legal interest is different to paricipating interest. Legal interest in Macquarie Airort (17%), Macquarie

Communications Infrastrcture Group (17%), Macquarie Infrastrctue Company Trust (9%) and Medallst Developments Trust

(75%).
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Notes to the financial statements
30 September 2006

As at
30 Sep 2006

$m

As at
31 Mar 2006

$m

As at
30 Sep 2005

$m

13. Assets and disposal groups classified as held for sale

Assets of disposal groups held for sale*
Associates**

3,049
764

1,803
586

736
568

Total assets and disposal groups classifed as held for sale 3,813 2,389 1,304

Total liabilties 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 Holdings, LLC, AH 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, AH 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:

Name of entity
Taiwan Cable TV Investment Sari
Macquarie New York Parking 2 LLC (previously
TMO Parent LLC trading as Icon Parking)
Retirement Vilages Group (previously Global
Retirement Trust)

AM Offce Unit Trust
Creative Broadcast Services International Limited
(previously Creative Broadcast Services Limited)
RP Data Limited
Macquarie Direct Propert Fund/\

Macquarie Global Infrastrcture Trust II
CJ CableNet Yangchon Broadcasting Co. LimitedlV
Industrial Investments Australia SPV Pty Ltd
(previously Macquarie Industrial Investments Norway
AS)
Macquarie UK Broadcast Holdings
Macquarie UK Broadcast Services PIc
Macquarie Airport (Brussels) SA
Korea Independent Energy Corporation
Other
Total associates classified as held for sale

Participating
interest

%

As at
30 Sep 2005

$m

40%
53%

48%

85%
28% 93

31%

1%
32

764 586

32
31
27

345
8

568

/\Investment transferred to interest in associates and joint ventures using the equity method.
IVInvestment transferred to investment securities available for sale.
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30 September 2006

As at
30 Sep 2006

$m

As at
3 1 Mar 2006

$m

As at
30 Sep 2005

$m

14. Trading portfolio liabilties

Listed equity securities
Commonwealth governent securities
Other governent securities
Corporate securities

3,782 4,435 3,433

1,881 4,867 4,528
769 685 493

68 70 60

6,500 10,057 8,514Total trading portfolio liabilties

15. Debt issued at amortised cost

Debt issued at amortised cost 42,317 39,022 30,427

Total debt issued at amortised cost 42,317 39,022 30,427

16. Other financial liabilties at fair value through profi and loss

Debt issued at fair value
Equity linked notes

1,257
4,428

1,163
4,318

Total other financial liabilties at fair value through profit and
loss 5,685 5,481 4,627

926
3,701

26,032
9,014
6,885
2,677
1,759

560
372
265
240
198

23,784
8,205
5,440
3,844
1,435

695
340
387
280

93

Reconcilation of debt issued at amortised cost and other financial liabilties at fair value through profi and loss by major
currency:
Australian dollars
United States dollars
Euro
Great British pounds
Hong Kong dollars
Japanese yen
Singapore dollars
Korean won
Canadian dollars
Other currencies

21,521
5,648
3,446
2,192
1,204

437
223
302

38
43

Total by currency 48,002 44,503 35,054
The Bank's primar program for domestic and international debt issuance is its multi-currency, multi-jurisdictional Debt Instrent
Program. Securities are issued for terms varing from one day to 30 years.
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30 September 2006

As at
30 Sep 2006

$m

As at
31 Mar 2006

$m

As at
30 Sep 2005

$m

17. Contributed equity

Ordinary share capital
Opening balance of232,440,369 (Mar 2005: 223,683,592) fully paid
ordinar shares

Issue of 10,606,061 ordinary shares on 22 May 2006 at $66.00 per
share (a)
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 ("NED 

SAP") at

$67.85 (2005: $60.26) per share
Allocation of280,873 (2005: 151,967) shares to employees pursuant

to the MBSSAP and NED SAP at $67.85 (2005: $60.26) per share
Transfer from share based payments reserve for expensed options that

have been exercised
Issue of 4,975,546 (2005: 5,502,652) shares on exercise of options
Issue of 137,947 shares on 23 June 2006 pursuant to the Share

Purchase Plan at $66.00 per share
Issue of 1,523,326 shares on 5 July 2006 pursuant to the DRP at

$63.60 per share
Issue of20,118 shares on 13 January 2006 pursuant to the Employee

Share Plan at $68.30 per share
Issue of396,543 shares on 16 December 2005 pursuant to the DRP at

$67.77 per share
Issue of 1,133,173 shares on 1 July 2005 pursuant to the DRP at

$51.27 per share
Closing balance of 249,683,249 (Sep 2005: 230,319,417)

fully paid ordinary shares

1,916 1,830 1,600

696

(19) (1) (9)

19 9

12
159

4
54

4
168

9

97

27

58

2,889 1,916 1,830

Treasury Shares

Macquarie Income Securities

(2)

391

(2)

391

(1)

391

(a) On 22 May 2006, the Bank issued 10,606,061 additional ordinary shares at $66.00 per 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 milion.
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As at
30 Sep 2006

$m

As at
3 1 Mar 2006

$m

As at
30 Sep 2005

$m

18. Reserves, retained earnings and minority interests

Reserves

Foreign currency translation reserve
Opening balance
Currency translation differences arising during the period, net of hedge 

Total foreign currency translation reserve

4
6

10

3

1

4

(1)
4
3

Available for sale reserve
Opening balance
Adjustment on adoption of AASB 132 and AASB 139, net of tax
Revaluation movement for the period, net of ta
Transfer to profit on realisation
Total available for sale reserve

151 69

56

(75)
132

114

(32)
151

67
2

69

Share-based payments reserve
Opening balance
Option expense for the period
Transfer to share capital on exercise of expensed options
Total share-based payments reserve

84
35

(12)
107

54
34

(4)
84

39
19

(4)
54

Cash flow hedging reserveOpening balance 2 (8)Adjustment on adoption of AASB 132 and AASB 139 4
Revaluation movement for the period, net of tax (20) 10 (12)
Total cash flow hedging reserve* (18) 2 (8)
*included within the cash flow hedging reserve is a $24 milion negative revaluation (net of ta) which relates to disposal groups

classified as held for sale.

Share of reserves of interests in associates and joint ventures using
the equity method
Opening balance
Share of reserves during the period
Transfer to profit on realisation
Total share of reserves of interests in associates and joint ventures
using the equity method

Retained earnings

Balance at the beginning of the financial period
Adjustment on adoption of AASB 132 and AASB 139
Profit attributable to equity holders ofMacquarie Bank Limited
Distributions paid or provided on Macquarie Income

Securities
Dividends paid on ordinary share capital

9 7 11

26 2 (3)
(1) (1)

34 9 7

265 250 125

1,934 1,708 1,523
16

745 448 497

(15) (14) (15)
(290) (208) (313)

2,374 1,934 1,708

Total reserves

Total retained earnings
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As at
30 Sep 2006

$m

As at
3 i Mar 2006

$m

As at
30 Sep 2005

$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., a member of 

the economic entity established to faciltate capital

raising, issued £350 milion of tier 1 capital-eligible securities ("Macquarie Income Preferred Securities", "the
Securities"). The Securities - guaranteed non-cumulative step-up perpetual preferred securities - currently pay a 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. Ifredemption is not elected on this date, the distribution rate wil 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 ta.
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As at
30 Sep 2006

$m

As at
3 i Mar 2006

$m

As at
30 Sep 2005

$m

19. Notes to the cash flow statement

Reconcilation 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

Reconcilation of profit from ordinary activities after income tax to net cash flows from operating activities

Net cash flows from operatin~ activities

774 474 523

14 56 5

41 33 27

(99) (133) (39)
124 165 32

35 34 19

126 156 32

(39) (35) (45)
9 12 (53)

250 (72) 171

(140) (2) (37)

(104) (17) ( 106)

(148) 46 (107)
274 140 103

16 9 14

(7,854) (3,875) (3,902)

(693) 119 (538)

(1,949) (2,388) (3,538)
5,770 10,060 8,322

89 146 (193)

(3,504) 4,928 690

Profit from ordinary activities after income tax
Adjustments to profit from ordinary activities

Amounts provided during the period
Depreciation
Share of net profits of associates and joint ventures
Dividends received from associates
Share based payment expense

Changes in assets and liabilties
Decrease/(increase) in dividends receivable

(Increase)/decrease in fees and commissions receivable
Increase/(decrease) in fees and commissions payable
Increase/( decrease) in tax liabilties

(Increase )/ decrease in tax assets
Increase/( decrease) in deferred tax liabilties

(Increase)/decrease in interest receivable
Increase/( decrease) in interest payab Ie
Increase in employment provisions
(Increase)/decrease in loan assets granted
(Decrease )/increase in debtors, prepayments,

accrued charges and creditors
(Increase)/decrease in financial instruments, foreign exchange and
commodities

Increase/(decrease) in money market and other deposits

(Increase)/decrease in life investment contract receivables

* Includes cash at ban, due from clearing houses and overnight cash at bank.

** Includes certificates of deposit, ban bils and other short-term cash securities.
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As at
30 Sep 2006

$m

As at
3 i Mar 2006

$m

As at
30 Sep 2005

$m

20. Contingent liabilties and assets

The following details of contingent liabilties and assets exclude derivatives which have been recognised by the economic
entity.

Contingent liabilities exist in respect of:
Guarantees
Indemnities
Undrawn credit facilities
Undrawn credit facilties - revocable at any time
Other contingent liabilties (a)

241
56

4,922
3,938

924

364
64

3,926
2,979
1,509

168
509

3,420
2,757

949

Total contingent liabilties 10,081 8,842 7,803

Contingent liabilties exist in respect of claims and potential claims against entities in the economic entity. Where necessar,
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 ofthis 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 certin 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 wil be recognised
when control passes to the economic entity. The total commitment at 30 September 2006 was $812 milion (31 March 2006:
$1,466 milion, 30 September 2005: $919 milion).

Of the total contingent liabilties above, $8.9 bilion (31 March 2006: $6.9 bilion, 30 September 2005: $6.2 bilion) also
represent contingent assets. Such commitments to provide credit may in the normal course convert to loans and other assets.
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21. Acquisition and disposal of controlled entities

Entities acquired or consolidated due to change in control:

The following entities were acquired during the period:

Cervs Financial Corp
Corona Energy Holdings Limited
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 aggregate details of these acquisitions (including disposal groups) are as follows:
As at

30 Sep 2006
$m

518

As at As at
3 1 Mar 2006 30 Sep 2005

$m $m

182 95

269
28 374

112 277
2,271

(254)
(197) (15)

(1,660)
(13)

(406)
(151)

(151)
600 161

589 161

76
665 161

(589) (161)
279 53

(310) (l08)

Fair value of net assets acquired
Cash and other financial assets
Derivatives and financial instruments - positive values
Fixed assets
Intangible assets
Assets of disposal groups classified as held for sale
Derivative financial instruments - negative values
Payables and provisions
Liabilities of disposal groups classified as held for sale
Lease liabilties
Borrowings
Minority interest in disposal groups classified as held for sale
Outside equity interest
Total fair value of net assets acquired

105
39

8
14

1,108

(92)
(621)

(43)

518

Purchase consideration
Cash consideration
Deferred consideration
Total purchase consideration

518

Reconcilation of cash movement
Cash consideration
Less: cash acquired
Total cash outflow

(518)
7

(511)

The operating results of these entities 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 carring value of net assets

other than the goodwil and other intangible assets noted above.

The 31 March 2006 comparatives relate to the acquisitions of The Steam Packet Group Limited, Smarte Carte Corporation,

AH Health Abbotsford Limited and AH Access Health Vancouver Limited, Baldwin County Bridge Company LLC and
Macquarie Cook Energy LLC (formerly Cook Inlet Energy Supply LLC). The 30 September 2005 comparatives relate to the
acquisitions ofDaegu East Circulation Road Company, Open Telecommunications Limited, Korean Power Investment Co.
Limited ("KPIC") and ATM Solutions Australasia. As detailed in the table above, the significant intangibles relating to these
entities included radio licences, aircraft leases and goodwil.
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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:

As at
30 Sep 2006

$m

As at
3 1 Mar 2006

$m

As at
30 Sep 2005

$m

Carrying value of assets and liabilties disposed of or deconsolidated
Assets of disposal groups classified as held for sale
Liabilities of disposal groups classifed as held for sale
Minority interest in disposal groups classified as held for sale

1,099

(687)
(139)

Total caring value of assets and liabilities disposed of or deconsolidated 273

Reconcilation of cash movement
Cash received*
Less:
Investment retaned
Cash deconsolidated
Total cash inflow

460

(110)
(102)

248

* Cash received includes the repayment of intercompany debt.

The 31 March 2006 comparatives relate to the deconsolidation ofRG Capital and DMG Regional Radio ("Radioworks"),
Daegu East Circulation Road Company and Korean Power Investment Co. Limited ("KPIC").

22. Events occurring after reportng date

There were no material post balance sheet events occurring after the reporting date requiring disclosure in these financial
statements.
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MACQUAR BAN LIMITED
and its controlled entities

DIRECTORS' DECLARTION

In the Directors' opinion

(a) the financial statements and notes set out on pages 6 to 32 are in accordance with the Corporations Act 2001, including:

i. complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting

requirements; and
ii. giving a tre and fair view of the consolidated entity's financial position 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 are reasonable grounds to believe that Macquarie Bank Limited wil 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.

A~J- ~
David Clàrke
Executive Chairman

an oss
Managing Director and
Chief Executive Offcer

Sydney
13 November 2006
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ABN 52 780 433 757

Macquarie Bank Limited

Darling Park Tower 2
201 Sussex Street
GPO BOX 2650
SYDNEY NSW 1171
DX 77 Sydney
Australia
ww.pwc.com/au
Telephone +61 282660000
Facsimile +61 282669999

Independent review report to the members of

Matters relating to the electronic presentation of the
reviewed financial report
This review report relates to the financial report of Macquarie Bank Lirnited (the Company) for the
half-year ended 30 September 2006 included on Macquarie Bank Limited's web site. The
Company's directors are responsible for the integrity of the Macquarie Bank Limited web site. We
have not been engaged to report on the integrity of this web site. The review report refers only to
the financial report identified below. It does not provide an opinion on any other information
which may have been hyperlinked to/from the financial report. Ifusers of this report are concerned
with the inherent risks arising from electronic data communications they are advised to refer to the
hard copy of the reviewed financial report to confirrn the information included in the reviewed
financial report presented on this web site.

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 ofMacquarie Bank Limited:

. does not give a true and fair view, as required by the Corporations Act 2001 in Australia, of

the financial position of the Macquarie Ban 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 rnandatory 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' responsibilty

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 responsibilty for

Liabilty limited by a scheme approved under Professional Standards Legislation
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, 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. Our review was conducted in accordance
with Australian Auditing Stadards applicable to review engagements. For further explanation of a
review, visit our website htt://ww.pwc.com/au/financialstatementaudit.

We performed procedures in order to state whether, on the basis ofthe procedures described,
anything has come to our attention that would indicate that the financial report does not present
fairly, in accordance with the Corporations Act 2001, Accounting 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 staternent on the basis of the review procedures performed, which included:

. inquiries of company personnel, and

. analytical procedures applied to financial data.

Our procedures include reading the other information included 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 ofmanagements internal 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.

/~
PricewaterhouseCoopers

~#'~
Ian Hammond
Parter

Sydney
(J November 2006

Independent review report
Macquarie Bank Limited Page 2



MACQUARIE BANK LIMITED
and its controlled entities
TEN YEAR HISTORY

With the exception of31 March 2005, the financial information presented below has been based on the Australian stadards adopted at each
reporting date. The financial information for the full year ended 31 March 2006 and half year ended 30 September 2006 is based on the reported
results using the Australian Stadards that are equivalent to International Financial Reporting Stadards and their related pronouncements.

I Years ended 31 March I First half
1998 1999 2000 2001 2002 2003 2004 2005(e) 2006 2007

Income statement ($ milion)
Total income from ordinar activities 665 815 1,186 1,472 1,600 1,890 2,465 3,752 4,393 3,156

Tota expenses from ordinar activities 498 597 885 1,147 1,245 1,430 1,780 2,594 3,106 2,213

Operating profi before income ta 167 218 301 325 355 460 685 1,158 1,287 943

Income ta expense 26 53 79 53 76 96 161 288 290 169

Profit for the period 141 165 222 272 279 364 524 870 997 774

Macquare Income Preferred Securities
distributions 28 51 27

Other minority interests (1) 3 3 1 1 2

Macquarie Income Securities distributions 12 31 29 28 27 29 29 15

Profit attributable to ordinar equity holders 141 165 210 242 250 333 494 812 916 730

Balance sheet ($ milion)
Total assets 7,929 9,456 23,389 27,848 30,234 32,462 43,771 67,980 106,211 112,637

Tota liabilties 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 2,417 2,585 2,833 4,425 5,337 6,801

Risk-weighted assets 4,967 4,987 8,511 9,860 10,65 i 10,030 13,361 19,771 28,751 36,836

Total loan assets 3,158 4,002 6,518 7,785 9,209 9,839 10,777 28,425 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 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 earings per share (cents per share) 88.1 101. 124.3 138.9 132.8 164.8 233.0 369.6 400.3 300.9

Share price at period end ($) (a) 14.35 19.10 26.40 27.63 33.26 24.70 35.80 48.03 64.68 69.15

Ordinar share capital (milion shares) (b) 157.6 161. 171.2 175.9 198.5 204.5 215.9 223.7 232.4 249.7

Market capitalisation at period end

(fully paid ordinar shares) ($ milion) 2,262 3,077 4,520 4,860 6,602 5,051 7,729 10,744 15,032 17,267

Ratios
Return on average ordinar shareholders' funds 26.1% 26.8% 28.1% 27.1% 18.7% 18.7% 22.3% 29.8% 26.0% 30.0%

Payout ratio (excluding special dividend) 57.9% 67.2% 70.0% 67.5% 73.6% 87.4(d)% 53.2% 53.2% 54.4% 42.7%

Tier 1 ratio 1 1. 7% 13.0% 14.5% 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% 21.4% 19.9% 21.2% 14.1% 15.9%

Impaired assets as % of loan assets (excluding 0.4% 1.% 0.3% 0.4% 0.5% 0.2% 0.6% 0.3% 0.5% 0.5%

mortgage securitisation SPY's)
Net loan losses as % of loan assets (excluding 0.0% 0.1% 0.1% 0.1% 0.2% 0.0% 0.3% 0.2% 0.1% 0.1%

mortgage securitisation SPY's)

Assets under management ($ bilion) (t) 21.4 22.8 26.3 30.9 41. 52.3 62.6 96.7 140.3 153.4

Staff numbers (c) 2,474 3,119 4,070 4,467 4,726 4,839 5,716 6,556 8,183 8,986

(a) The Bank's ordinary shares were quoted on the Australian Stock Exchange on 29 July 1996
(b) Number 0/ fully paid ordinary shares at end 0/ period, excluding options and partly paid shares.
(c) Includes both permanent staff (full time, part time and fixed term) and contractors (including consultants and secondees).
(d) The special dividend/or 2003 was paid to release one-off franking credits to shareholders on entr into tax consolidation. Excluding the special
dividend 0/50 cents per share, the payout ratio would have been 56.8%.
(e) Restated/or AIFRS
(l The methodology used to calculate assets under management was revised in September 2005. Comparatives at 31 March 2005 have been restated

in accordance with the revised methodology.
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