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Members, it is my pleasure to address you today on the performance of IMB at a time which 

is significant for all Australian financial institutions. 

 

The conduct of organisations including banks, wealth managers, financial advisors, insurers 

and superannuation funds is under unprecedented scrutiny. Throughout the progress of the 

Financial Services Royal Commission, members will have heard about significant failures of 

some of Australia’s largest financial services organisations to comply with the law, to be fair 

and to act in the best interests of the customer.   

 

The Royal Commission is exploring important questions about why this conduct has occurred 

and what can be done to prevent it happening in the future.  

 

Even before the proceedings have concluded, the Commission’s rigorous review of the 

community standards and expectations as to how financial products and services should be 

offered and delivered, the adequacy of existing legislative frameworks, and the role and 

effectiveness of regulatory bodies is reshaping the industry in which IMB operates.  

 

We are seeing major financial institutions announce the sale of their wealth and advice 

businesses and the cessation of certain products and practices that have adversely impacted 

customers. There is ongoing review and change in relation to remuneration structures which 

have the potential to drive poor conduct. Financial services regulators are continuously 

issuing new requirements and they are signalling a much stronger approach to enforcement 

action.   

 

The volume and pace of change which IMB must be ready to manage cannot be 

understated. However, I am pleased to advise you that the Board and management consider 

that IMB is well placed to meet the challenges of the external environment. In fact, we 

believe that we have a unique opportunity to further showcase the compelling alternative that 

is mutual banking.   

 

IMB’s purpose is to help our members and our communities to be better off. Profits are 

primarily reinvested back into the business to improve systems, to enhance our products and 

services and ultimately, deliver member value through competitive pricing and fees.  

 

We are encouraged by recent figures published by APRA which suggest that people are 

becoming more alert to the benefits of a mutual banking relationship, with customer owned 

banking institutions achieving stronger growth than the major banks and the broader banking 

sector in housing loans and deposits.  
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This is supported by Roy Morgan’s Customer Satisfaction and Net Promoter Score Research 

Report for August 2018 which paints a clear picture: 

- the NPS achieved by the mutual sector was 26.2 against the major banks score of 

negative 6.3; and 

- customer satisfaction for the mutual sector was 88.7% against 77.3% for the major 

banks.  

 

IMB has a comparatively simple retail banking business and is fortunately not affected by 

many of the issues being explored with other large financial institutions through the Royal 

Commission hearings. However, we are not complacent about the themes that have 

emerged in relation to fairness and integrity in the way we deal with our members, products 

being fit for purpose, and delivering what we say we will with due care and skill.  

 

Like all large financial institutions, IMB Bank was invited to make a voluntary written 

submission to the Royal Commission when it commenced earlier this year. Financial 

Services entities were asked to disclose to the Royal Commission all potential examples of 

misconduct or conduct that may fall below community standards and expectations that had 

occurred during the last 10 years.   

 

We are pleased to confirm that to date there has been no requirement for IMB to provide 

evidence at the hearings or to provide any further information in relation to our original 

submission.  

 

Understanding the findings from the Royal Commission and any potential learnings or new 

obligations for IMB is a key focus for the Board and management. We are committed to 

ensuring that our governance, culture and accountability frameworks and practices are 

continuously improved and meet the high standards expected of us by our members and the 

community.   

 

In the context of such fundamental questions about the industry as whole, naturally as a 

Board, we reflect on what have been the vital elements of IMB’s success for over 138 years 

and what is essential for our ongoing relevance and ability to meet the needs of our 

members into the future.  

 

As members are aware, over five years ago, the Board decided and advised all members 

that to achieve IMB’s aims of longer term growth and viability in an increasingly competitive 

and more highly regulated industry, IMB’s mutual structure should be strengthened by 

seeking to cancel the ordinary shares on issue through voluntary buybacks of ordinary 

shares.  This strategy has been reinforced since then in communications to members and at 

some length at each AGM.  

 

The buyback of the ordinary shares has three (3) primary outcomes:  

a) It simplifies IMB’s structure and removes the complexity of managing various member 

interests created by a mutual structure with ordinary shares; 

b) It eliminates the outflow of capital from dividends paid on the shares which enables IMB 

to reinvest in growth initiatives and to build Tier 1 regulatory capital; and 

c) It improves IMB’s attractiveness as a potential merger partner for other mutual ADIs.  

 

Now, more than ever, there is compelling need for mutual banking organisations and an 

incentive for customers to move away from the major banks to one which is owned by its 

members.  
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It is also increasingly difficult for smaller mutual organisations to manage more onerous 

regulatory standards and the pace of change. This leads to the potential for increased 

merger activity within the mutual banking sector and the opportunity to create a larger 

combined mutual bank which has greater economies of scale and is more competitive 

against the major banks.  

 

For these reasons, and remembering that APRA has determined that the ordinary shares will 

not be recognised for the purposes of calculating IMB’s regulatory capital ratios after 1 

January 2025, the Board’s commitment to removing the ordinary shares in order to simplify 

and strengthen IMB’s mutual structure has not changed.  

 

We have now conducted five off-market share buybacks with 14 million, or 35%, of the 

shares on issue before the commencement of the program having been bought back. IMB’s 

performance over that time reflects the effectiveness of the buyback strategy.  

 

Through peer leading efficiency and the reduction in the cost of capital, IMB has entered a 

growth phase with the completion of a merger in 2016, year on year increases in member 

numbers, geographic expansion through mobile lenders and new branches and ongoing 

investment in our digital capabilities.  

 

Ensuring IMB is best placed to continue in this phase of growth and transformation underpins 

the important decision to create a purpose built head office in the heart of Wollongong’s 

CBD.  

 

In answer to a member question received, this decision was based on a number of factors 

including the need modernise the way we work, to better service our members and to provide 

a more productive work environment for our people.   

 

IMB’s workforce has grown well beyond the capacity of the current head office building and 

the new building will enable us to bring employees currently working over a range of 

locations together in the one premises. In line with our growth objectives, we have also 

ensured that the new building will accommodate future growth in our operations.  

 

In order to smoothly transition into the new premises IMB entered into a sale for $6.25 million 

and a leaseback arrangement for the current head office building under terms that provide 

IMB security of tenancy throughout the development process. 

 

Works at the new site are in progress, under a fixed sum building contract for $36 million. We 

are currently working under the advice of a Heritage Consultant who is assisting IMB to 

incorporate items of regional significance found at the site into the new building design. 

We are very much looking forward to sharing the new space with members and the 

community upon completion.  

 

One of the most valuable experiences we have as members of the IMB Board are the visits 

to employees in IMB branches and support functions. We do this to build relationships with 

employees at all levels, to make our own assessment as to whether IMB’s desired culture is 

being reflected across our operations and to hear from our frontline workforce what our 

members are saying is important to them.  

 

Directors recently met with our people across the south-west Sydney region and the most 

common observation we made was just how connected they are to their members and their 

local communities. The authenticity of their interactions and their desire to assist our 
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members was outstanding. This mirrors our experiences during previous visits with IMB 

employees throughout the organisation.   

  

We are continuously impressed by the networks our people build in their regions and the 

contribution they make to the community organisations that IMB supports through the IMB 

and Shire Community Foundations, by volunteering, seeking out funding opportunities and 

promoting the projects and causes.  

 

As just one example, Bowral Branch Manager, Diane Manley, is a highly regarded member 

of the IMB retail network and the local Bowral community. Diane is well known for her 

passionate support of community organisations and has been a member of Rotary since 

2009. She gives her time to various Rotary projects, including those that have received 

funding from the IMB Community Foundation such as the youth driver education program ‘U-

Turn the Wheel’ and the Bowel Scan project which she helps to co-ordinate across three 

clubs. On top of managing a busy branch and her Rotary work, Diane also enjoys her role as 

a member of the Southern Highlands Youth Arts Council.  

 

IMB has many exceptional employees like Diane and I would like to take this opportunity to 

recognise and thank our people who give their time outside business hours to contribute to 

the activities that IMB supports through the IMB Community Foundation and grass roots 

sponsorships and events.  

 

Next year is the 20th anniversary of the IMB Community Foundation and the Board looks 

forward to celebrating this wonderful milestone with our members and their communities. The 

Board, management and all employees are honoured to work with the inspiring people and 

organisations that are supported by the Foundation.  

 

Before closing, I will address the remaining themes in the questions and inquiries received in 

the lead up to this meeting.  

 

While the date of the next buyback has not yet been announced, for those that have already 

enquired, be assured that the buybacks will continue.  

 
I urge all shareholders to review their individual financial circumstances in the context of the 

capital buyback strategy and the dividend guideline the Board has communicated, and 

consider seeking advice as to whether selling their shares into the buyback could be 

beneficial. Closer to the time of the next buyback, the Board and management will hold 

shareholder information sessions to further assist shareholders to better understand the 

buyback process.  

 

Prior to the original issue of shares in 1989, IMB had capital reserves of $37.5 million 

attributable to the depositor and borrower members at that time. With the initial issue of 

shares, and each subsequent time IMB issued shares, shareholder members made a 

contribution to the funding position of IMB.  

 

With each buyback, and as more depositor and borrower members join IMB or become part 

of the entity through a merger, the relative contribution of the shareholder members reduces.  

In setting the level of dividends, the Board considers factors such as the prudential capital 

treatment of the ordinary shares, the profit for the financial year, the capital and strategic 

needs of the business over the medium term and the shareholders’ interest in the contributed 

funding position of IMB. 
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As has now been discussed at length at successive Annual General Meetings, the Board has 

indicated that the dividend is likely to be within an effective payout ratio range of 65% to 80% 

based on shareholders’ interest in contributed funding. The full year dividend of 20 cents is in 

line with this guidance, and represents a payout ratio of approximately 76.2% of 

shareholders’ interest in contributed funding.  

 

We move into the 2018-2019 year in a strong position, focused on execution of our strategic 

priorities. We have a clear Vision for the future; one that is centered on helping our members 

and their communities to be better off as we grow and take IMB’s mutual banking offer to 

new members across NSW.  

 

As a Board we are continuously evaluating our approach to governance and culture knowing 

that it is critical that our actions and those of our people, embody the trust that our members 

have placed in us. Thank you to all IMB members for your loyalty and ongoing support.  

 

I would like to recognise my fellow directors for their contribution, commitment and integrity 

over the past year. The Board has undergone a planned and healthy renewal over 

consecutive years and continues to be made up of hard-working and highly experienced 

directors who are passionate about IMB’s values and purpose. Thank you for your rigourous 

assessment of how IMB operates now and what is required for its future success, and for 

guiding the appropriate response from IMB to the changing expectations of our key 

stakeholders.  

 

To the Chief Executive, Robert Ryan, your leadership of this organisation in what will be 

regarded as a historically significant period has been outstanding, and finally, a very sincere 

thank you and well done to all of our valued employees for the achievements which mark the 

2017-18 year.  
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Chief Executive’s Address 

Robert Ryan 
 

  

Thank you Noel. I would also like to extend a warm welcome to our members here today. 
 
I am pleased to report that over the past 12 months, IMB Bank performed strongly across a 
broad range of areas. We have  continued to modernise our business, grow our footprint and 
invest in the improvement of  our products and services.  
 
Against the backdrop of the Financial Services Royal Commission, we are seeing renewed 
interest and growth in the customer owned banking model. As one of Australia’s leading 
mutuals, IMB is well positioned as a strong and vibrant alternative to the major banks and we 
have achieved solid growth in member numbers, welcoming many new members who have 
made the decision to switch from a major bank.  
 
We are exceptionally proud of being awarded the Mutual Bank of the Year in the RFi Group 
Australian Retail Banking Awards in June. This award recognised IMB’s history of providing 
members with award-winning, great value products, market-leading satisfaction levels which 
drive member advocacy and repeat business, and our strong connections with members, 
small businesses and our communities.   It was particularly satisfying that the judges of this 
award acknowledged IMB’s significant investment in new technology, the establishment of 
new products and payment methods and our tangible contribution in the communities in 
which we operate. 
 
Our member focus is reflected in our consistently high member satisfaction rating, which 
remains above 95%, and an increased Net Promoter Score which moved from 38 to an 
impressive 49 this year. This is a testament to the quality of our people and success in 
executing on our key member strategies. 
Strategic Priorities 
 
IMB’s vision is to become NSW’s leading mutual. Key to achieving this outcome is for IMB to 
provide simple, authentic customer owned banking that helps our members and communities 
be better off.  
 
We have significantly progressed a number of IMB’s key strategic priorities as part of our 
ongoing response to meet members’ changing banking needs and in support of sustainable 
growth. 
 
Digital 

Digital transformation is critical to IMB’s strategy. We continue to focus on meeting the 
increasing demand from our members to transact, interact and engage with IMB online. 
 
Earlier this year, we were among the first financial institutions in Australia to launch Osko 
services on the New Payments Platform, providing members with real time payments 
capabilities by sending and receiving funds instantly to another person through a mobile 
phone number or email address. Since this platform was launched in March, we have seen 
rapid growth in use of this new channel, which at a national level has quickly surpassed the 
use of cheques, with over 2 million payIDs now registered.  
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IMB was also the first Australian bank to introduce an authenticated ‘in-app’ messaging 
service which provides members with a highly convenient and secure way to obtain 
assistance and engage with us via their mobile phone or tablet.  Because these 
communications are initiated from the members’ IMB banking app, we can provide more 
personalised assistance because we immediately know which member we are engaging with 
and what kind of relationship they have with IMB.  
 
A significant operational achievement in the past year is the increased security, capacity and 
resilience we have brought to our customer-facing digital assets by migrating these to 
scalable cloud infrastructure.  We also invested in upgrades to our fraud and cyber-risk 
systems to ensure our members continue to bank safely with IMB and this will be an ongoing 
area of focus for us.  
 
We will continue to invest in our digital banking solutions for members. We will shortly launch 
a range of mobile payment capabilities, which will give members the added convenience of 
using their phones, watches and other digital devices as alternative payment options. We are 
also keen to explore emerging and disruptive technologies, such as artificial intelligence and 
machine learning to deliver new value to members and to provide greater efficiency into our 
operations.  
 
Growth and expansion 

But let me assure members that our desire to have a leading digital offer does not mean 
losing our focus on the close, personal service and member connections that have been our 
point of differentiation for so long.  
 
As well as increasing our digital presence, we remain committed to extending our physical 
presence in contrast to many other banks that are closing branches. As part of our organic 
growth strategy, we are expanding our footprint in Sydney, and in the past year we bolstered 
our mobile lending distribution in the Central Coast and Hunter regions.  
 
We have invested in our existing branch network with a number of refurbishments and 
modernisations to improve the banking experience for members and our employees. And we 
also established branch Business Banking hubs in key locations that are focusing on bringing 
the IMB service difference to the small business segment, with further expansion planned 
across more branches next year. 
 
The foundations of IMB’s success have been built upon our people. We are proud of the 
integrity and trust inherent in the way we do business and our employees regularly go above 
and beyond for our members to deliver excellent service outcomes.    
 
Our People and Culture strategy includes a range of transformation initiatives to support our 
longer term success as we grow and achieve greater scale. These include proving new ways 
of working, leveraging our Head Office relocation to increase collaboration between business 
units around the member experience, and to embed a continuous improvement mindset. 
 
We recognise that we need to build capabilities to enable our people to engage with our 
members in more modern ways and to support new business via digital channels. Our 
employees are eager to take up these opportunities and to acquire broader skillsets which 
provide them with alternative career pathways within IMB.   
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Financial highlights 

Our financial performance for the 2018 financial year was strong with improvements in all key 
metrics. This was a great result in what continues to be a challenging market and competitive 
environment.  
 
Group operating profit after tax of $31.6 million was $4.1 million, or 15.0%, higher than the 
previous year, our total assets reached $5.9 billion and we welcomed over 12,000 new 
members. 
 
IMB’s average interest margin for the year improved from 2.03% in 2016/17 to 2.13% and 
reflects our close management of interest margin and balance sheet growth. 
 
Bad and doubtful debts expense was $1.2 million, and although slightly higher than the 
previous year, this remains an excellent result reflecting the quality of IMB’s loan book across 
both the secured and unsecured loan portfolios. The Group’s capital adequacy ratio at 30 
June was 16.1%. 
 
Total expenses amounted to $89.0 million for the year, an increase of 4.5% on the previous 
year and the ratio of non-interest expense to operating income for the Group improved on the 
previous year to 66.3%. IMB’s efficiency ratio continues to be one of the lowest amongst our 
peer set. We want to maintain this leading position and are working to reduce this ratio 
further to support investment back into the business. 
 
During the last 12 months we approved loans worth over $1.2 billion - a record level - with 
growth in both our residential and business lending portfolios, despite the slow down in our 
key markets. This was an excellent result during a period where regulator interventions 
constrained lending, particularly in the investor market.  
 
As I have previously stated, IMB members can be assured that IMB’s lending results are 
underpinned by responsible lending practices which require loan applications to undergo 
stringent review and servicing assessments.  
 
Supporting Local Communities 

IMB is very proud of the support we provide to the communities in which our members live 
and work. Together with the support IMB provides to a variety of charity, community and 
sporting organisations, we see our most tangible contribution occurring through the grants 
we make to community projects through IMB’s Community Foundations.   
 
Since 1999, our Community Foundations have granted $9.3 million to support around 680 
projects with a diverse range of themes and purposes throughout our local communities.   
We continue to be inspired by the people and initiatives that make a real difference in the 
lives of people in our communities.  
 
The Victor Chang Cardiac Research Institute (VCCRI) has been a recipient of IMB 
Community Foundation funding for a number of years and this year we were delighted to be 
recognised as an Ambassador, having now provided over $200,000 in support of their ‘health 
check booth’ community programme. The program which IMB supports has now tested over 
36,000 people across Australia, helping people of all ages identify key heart disease risk 
factors.  
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We have also been very pleased to be able to support a number of programs that provide 
practical and powerful workshops for high school students that challenge students to change 
the way they think about road safety and to develop and practice personalised strategies 
which will help them respond positively to challenges on the road, both as drivers and highly 
influential passengers. 
 
We are honoured to be able to assist these worthwhile, and in some instances life-changing, 
projects and we look forward to funding further projects in the future. 
 
Supporting financial literacy for young people is another component of our community 
support. We continued to fund the “Mad about Money” programme to high schools in 2018. 
Over 5,000 Year 9 & 10 students have now received important money management 
messages delivered through a fun and interactive theatrical performance. 
 
We have expanded our financial literacy programme with a new website for 18-25 year olds. 
Our imbkickstart.com.au website offers 12 self-guided interactive modules on topics including 
moving out of home for the first time, buying your first car and budgeting and dealing with 
stress.   
 
We were also pleased to introduce a Financial Abuse Prevention Program this year. 
Designed to increase awareness of financial abuse, particularly for older people who are 
often vulnerable to this risk, we have trained front line employees on the issue and 
developed information to educate and support members and their families. 
 
Looking ahead 

In the year ahead, we expect operating conditions to remain challenging. Competition for 
retail funds will remain fierce which will likely drive up the cost of loan funding, placing 
pressure on interest margins and rates. 
 
In light of tighter lending criteria and restrictions around investment loans, housing prices are 
likely to remain subdued. There will be strong competition for high quality loans as the major 
banks respond to observations made within the Financial Services Royal Commission  
 
In addition to any findings from the Royal Commission, we anticipate that there will be a 
range of changes affecting the financial services industry following the government’s 
consideration of the Productivity Commission’s Report on Competition in the Australian 
Financial System, together with progress on the implementation of recommendations 
contained within the Report on Reforms for Cooperatives, Mutuals and Member-owned 
Firms. Our risk and compliance regimes are well positioned to enable us to adapt to any new 
requirements affecting IMB. 
Given the ongoing scrutiny being directed at the Australian banking and financial services 
industry, many customers are evaluating their banking relationships with major financial 
institutions.  
 
While we will always drive for increased performance levels, we remain committed to 
maintaining the highest standards of conduct and customer service. In the context of the 
intense media and regulatory focus on ethics in banking and risk culture, we will also ensure 
that our Values which are centred on elements like integrity and member focus, are at the 
heart of  the way we operate.  
 
This means continuously reviewing our policies and procedures, performance management 
frameworks, the way we incentivise and reward behaviour and how we respond when we 
see something that doesn’t reflect our desired culture.  
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We are encouraged that through recognition such as the Mutual Bank of Year Award, our 
commitment to providing our members with excellent products and services, and our focus 
on delivering sustainable financial performance, that the outlook for IMB Bank remains 
positive. 
 
I would like to thank all IMB’s management and our people for their ongoing commitment and 
dedication. I am very proud of what we delivered in the previous year and take this 
opportunity recognise their significant contribution to our results and their personal approach 
to providing member service. 
 
I would also like to thank IMB’s Board for their continued support and the significant 
contribution they make to IMB Bank’s strategic direction and risk management.  
 
And finally, I thank you, our loyal members, for your continued support of IMB and for trusting 
us with your financial needs. 


