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Good morning. Welcome to the Insurance Australia Group results briefing on our results for
the six months ended 31 December 2006.

Copies of all the materials we are using here this morning are already on our website and an
archive of this presentation will be published later today.

As usual, we'd like to complete the presentation before taking questions from those of you
here with us in person this morning and from those on the phone lines.
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PAT up 15.
in 1HO7

« Relative to 2H06

~  Net profit to holders of ordinary shares increased 15.8% to
$345m

~ Earnings per share of 21.42 cps up 14.4%
¢+ GWP up 2.9% to $3,324m relative to 2H08
¢+ |nsurance margin of 13.3% (2H08 12.4%)

~  Soft cycle in commercial lines, while long-tail classes
continue fo perform well

~ Effects of re-basing our NSW comprehensive car pricing
~  $125m in storm costs even though no ‘catastrophe’
= |nterim dividend maintained at 13.5cps

+ Successfully completed fwo value accretive acquisitions that
wili provide future earnings growth
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I am pleased to be able fo report an improved profit for shareholders in 1HO7 of $345m, which is 15.8% ahsaad of
2H08. The result is lower than the $461m reporied for 1HO6 which included both the peak in insurance margins
and even higher equity market retuns than THO7.

Our GWP is back in growth mode and we have generated an insurarice margin of 13.3%. As usual in our
business, there are a number of moving factors influencing the result. In this period, the most significant include:

+ Thie soft cycle in commercial. This has obviously put downward pressure on premiums and margins in shiort-tail
but the overall segment continues fo be more than adequalely supported by continuing recognition of the benefils
of tort reform in our actuarial reserving;

» Our decision nearly a year ago o rebase our pricing in our fargest single portfolio, NSW compreherisive car, so
that il is priced very competitively relative to the other major insurers. This conirasts with our approach for a
couple of years prior to that where our pricing had crept above the zone of being keenly competitive. While we
were generatling very altractive margins, this was at the expense of growing our book. We now have a more
sustainable base {in terms of price and margin} and supported by reinvigorated marketing in NSW, the NSW
miotor book is growing again.  This approach, combined with lower average market values of the car fleet, has
seen our average in-force premiums for the direct motor portfolio reduce by 2.6% relative to a year ago. Withini
this NSW comprehensive car average premiums are down 4.9%; and

» Thankfully, we haven't had a major loss such as Cyclone Larry so far in this financial year. However, we've stifl
experienced a number of significant sforms — $125m in aggregate compared with $231m in 2H06 ($66m
excluding Cyclone Lamry). The storms of most note within this total wers:

* NSW windstorms on 25 & 26 September

» Newcastle hiail storm on 31 October

* NSW & Victorian fire storms — December 2006
» Armidale hail storm — 21 December 2006

» Canberra hail storms — 29 & 31 December 2006

We'va maintained our interim dividenid at 13.5 cenis per share, fully franked. As indicated when we arinounced
our result last August, we thought it appropriate to slow down the growth in dividends until we delivered renewed
earnings growth. And, of course, having announced the acquisition of two profitable UK motor insurarice
operations during the haif-year, we are on track to do that.



nent results

Resuits by area 1HO6 2HO04 THO?

Ausirclic b

New leaiand {55%) &)
Asic

Europe

invesmaent on shareheolders' funds {52%) [ 4)
Othar {7%) [27%)
Net protit before tax 282%) 3%
fax expense & minodty intersts 33% 0%
Net proth after tax (Z5%) 4%

*  Operating result of Ausiralian operations inicreased over prior periods

*  New Zealand generaling solid result for a short-fail business but reported profit
hampered by systems investment and LAT

+ Results from ongoing Asian operations increased, Alba in start-up mode
+ European acquisitions to deliver in 2H07

+ Investment income on shareholders funds the key driver of volatility in reported
profit — now significarntly de-risked
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The first part of this slide gives an overview by geography of our operating results. it shows:

« The operating result of our Ausiralian operations has continued to increase each period
except for 2H06 which bore the costs of Cyclone Larry;

*The New Zealand business is generating solid returns for a short-fail business but reported
profit in 1HO7 has been held back by investment in new systems and provisions arising from
the tiability adequacy test; and

*The Thai and Malaysian insurance operations increased their contribution to the Group
resuis but this was offset by start-up costs in Alba.

The income from European operations will starf fo grow in 2HO7.

Finally it can be seen that the greatest volatility in our results is investment income on
shareholders’ funds. We significantly de-risked the portfolio during 1HO7.



in-line with target

Return on Equity [annualised)
30%

25%

20%

5%

205 1H06 ZH06 1HOY
# ROE {Actual) attributable to holders of ordinary shares

B RGE (Mormalised} afirbbutable to holders of ordinary shares

+ ROE has been calculated excluding the equity capital raised in December 2006 for the
purchase of Equity Insurance Group
+ Averages are since listing in FY01
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The Group delivered an ROE of 19.5% in 1HO7.

Average Normalised 14.5%

The Group’s weighted average cost of capital remains around 10% so we have continued to

deliver at least 1.5 times that figure with a normalised ROE of 16.8%.

As usual, our normalised ROE is cailculated by restating eamnings to include long-term
returns on equity investments rather than the actual market returns. The adjustment in 1HG7
reflects our re-weighting of shareholders’ funds investments to a lower exposure o equity

markets during the period.

The average reported ROE since listing in FY01 is 13.8% or 14.5% on a normalised basis.

This ROE performance is not being delivered through over-gearing — the Group retains its

‘AN rating from Standard & Poor's.
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56.0 1 Dividends per share

204

.40+

340 A

Fyat FYGz FYO3 Y04 FYas FYGE THET

I Interin dividend B Final dividend 8 Special dividend

+ Interim dividend increased from $215m in 1H06 to $237m
+  Rapresents 58.7% of reported earnings and 79.5% of normalised earmings

+  Since listing, the cumulative dividend payout is 64.4% {71.1% including FY06 special
dividend} of cash earnings

¢ 1HO7 dividend o be underwritten to fund fulure growth
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As 1 noted earlier, we've kept our interim dividend flat at 13.5 cenis per share {cps). This is
79.5% of normalised earnings for the period, e above the top of our target range of 56-70% of
normalised earnings. We think the higher payout ratio is justified in the current circumstances
where we are confident of growth in normalised earnings in the coming year on the back of the
momentum in our Australian porifolios and the growing contribution from our offshore
businesses.

Since listing in FY01, our cumulative payout — including the speciat dividend paid in FY06 — is
71.1% and, if one assumes a final dividend for this year of at least 16.0 ¢ps, the compound
annual growth rate in dividends {excluding the special dividend) would be at least 20%.

The Board has resolved to arrange o underwrite the current dividend to provide some capital
to fund future growth, including bolt-on acquisitions.



Financial results overvie
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P'd like to draw your atiention to a few lines on this chart.

Firstly, the GWP and insurance profit lines. With four half-years on this slide, one can see
the fall in our GWP in the year to June 2006 and the rebound now underway and the similar
trend in insurance profit.

The Group’s probability of adequacy on its claims reserves remains at 20%.

The MCR (minimum capital requirement) muitiple of 2.32 times is ariificially high because of
the funding raised for the Equity Insurance Group acquisition which was not setiled uniil
January. George will address the underlying position during his presentation.



insurance ratios in a
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While the reported loss ratio has increased over the two prior periods, the immunised loss ratio
{shown as a red line} is a more realistic reference to understand the trends in the underiying
ratios.

The immunised ratio removes the change in the loss ratio arising within each period from
changes in the discount rates applied to claims during that period. Here i can be seen that
there has been an improvement in the ratic in this period.

The result in 1HO7 has not relied on any unusually high releases from reserves. We
acknowledged that the overall level of reserve releases was high in 2H06 with the change in
our probability of adequacy on claims and recognition of increased diversification benefits. in
1HO7, the Group’s total releases from reserves are very similar to both 2H05 and 1H06. We
remain on track for 10 consecutive years of releases from prior year reserves — which is not
unexpected with an increasingly diversified book and a 90% probability of adecquacy.

The components of the expense ratic have remained very stable relative to 2HGS. While
moderately up on the two periods preceding that, this is not unexpected given the downward
movements in premium rates. In actual dollar terms, for example, the underwriting and
administration expense in Australia, excluding fire service levies, actually decreased by $16m
relative to 2H06.

Overall, there is considerable stability in the results.



perating expenses kept flat

Operating Expenses {Afm}

Astual 1,657 1,645 4,660 1,646
Inflated 1,857 1,723 1,792 1,864
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= Allowing for seasonatity {higher expenditure in the second-half of the financiat
yaar}, FY(7 expenses expected to remain closely in line on a like-for like basis

»  Overseas component will grow as UK businesses included for a full six months
in 2Ha37
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One of the key cost measures we rack is what we refer to as direct expenses. 1t is effectively
all our 'internal’ costs. It excludes third-party commissions, any payments to claimants,
claims suppliers and for government levies and taxes.

The prior pericds, as previously reported, excluded our operations ocutside of Australia and
New Zealand as well as integration costs and merger & acquisition costs. The equivalent
figure for 1HO7? is $823m which has been annualised on this chart to $1,646m — relative to
$1,660m for FY06. However, with inflation still to come in the second-half of the financial year
and acknowledging there is some seasonality with our expenses, a claim of keeping the
expenses flat is more appropriaie.

in reat terms, aflowing for inflation at 4% per annum as this is reflective of wages growth (the
largest single component), our costs have continued fo reduce in real terms.

Curing this period, for example, we have benefited from:

- New banking arrangements which have reduced both our fees and facilitated increased
automation of manual processes and reconciliations;

- Reduced service calls as our SCV customer relationship management system is generating
the expected savings through reduced rework as customer data is more accurate and easily
updated; and

- Increased use of cur CGU Connect platform.

The expenses for our overseas operations, excluding New Zealand amounted to $48m
bringing the Group total for the half-year to $871m, of which $29m related to the UK and will
clearly grow in 2H07 when both Hastings and Equity are included for a full six months.

While there is a bias towards higher costs in the second half, we still expect our costs —on a
like-for-like basis — to reduce in real terms as we improve the efficiency of our operations.
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covery strategy deliverin
personal lines

NSW Comprehensive Car & Home RF

Jun1s

e [ 55 s HEOI &

+ During 2H08, we rebased pricing to be more competitive, improved supplier
relationships and, leading into 1407, infreduced more focused product marketing.

This is generating the andicipated recovery and market shares stabilised during 1HO7
and volumes are row growing.

Inzusance Australia Group Limded  ABN S0 DGE T30 4275 11

in the final quarter of FY06, we undertook concerted action fo stem the losses in our NSW
car and home books. To do this, we rebased pricing to be more competitive, improved
supplier relationships and, leading into 1HO7, introduced more focused product marketing.

This strategy, which we regard as sustainable, has delivered:

+ Renewal rates that have been running at over 83% for both NSW car comprehensive and
home insurance since June 2006;

« New business volumes that are stronger than they have been for a number of years; and
* in 1HO7, a return to growth in these two key portfolios.

The return to growth takes time as the in-force book on which renewals are offered is
smaller. However, market shares have stabilised during 1HO7 and the book now has the
momentum to maintain market share and, we expect, generate some above system growth

while continuing to deliver insurance margins that meet our return on capital targets. Trends
so far in 2HO7 support this view.

"



sustomer service levels in
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« The Customer Service Index for direct personal lines distributed by the
Group increased from 80 to 83 during 1HOY

« Renewal rates in indirect personal lines portfolio increased from 82%
to 85% during 1HOY

¢ In CGLU renewal rates remained above 80% despiie the soft
environment

— New crop insurance e-business application

¢ 100% success in the renewal of national workers' compensation
accounts for the December renewal period

— Launch of “live’

« 1AG NZ's customer satisfaction indices also improved over the year
— NZI: 84% to 91%
— State direct: 86% to 87%
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The improvemenis noted on the previous slide would not have been sustained without also
maintaining our focus on customer service. The NSW book is a key component of the national
results of our C8! {Customer Service Index). The score increased from 80 to 83 during 1HO7.

Customer service measures vary across the organisation but each area has demonstrated
improvements.

In our third party distributed business, renewal rates increased from 82% to 85% during 1HO7Y.

In CGU, renewal rates remained above 80% despite the soft environment. This reflects the
ongoing focus on our clients’ needs. Woe're also continuing to improve our e-business
applications. We launched a crop application this period and within a very short period had
over 400 intermediaries using it.

Cur CGU and our Business Partnerships teams working together had a 100% success rate in
renawing national workers’ compensation accounts for the December renewal period. In NSW,
the Group has led the market in introducing an e-business application, referred to as “live”,
which enables employers and brokers to obtain online quotations and certificates of currency
as well as permitting electronic fodgement of injury notifications.

In New Zealand, satisfaction in both cur broker and direct channels increased — to 91% and
87%, respectively — and our Business Partners again reported satisfaction in the mid-80s. The
State business will be launching Easybiz in New Zealand in coming months leveraging the
knowledge of the market within NZI and the success of this product which led the way in
Austratia.

12



+  {wn two leading broking brands. Combined, they rark third in the UK market for
personal lines brokers?

= Control two insurance underwriters which, combinied, are the fourth largest underwsiter
of UK motor insurance’

' Rankings based on GWP
Inzusance Australia Group Limded  ABN S0 DGE T30 4275 15

As you are aware, our strategy includes a target to double the size of our business each five
years while maintaining a rating of AA for the Group and a normalised ROE of at least 1.5x
WACC. | don't propose to review the rationale for that here today but merely note it as
context in terms of our offshore activity during 1HO7.

We began executing transactions in Asia during FY(6 and moved {o this stage in the UK in
1HO7 and agreed to buy both Hastings and Equity. These two assets fit very well with our
strategy of focusing on motor insurance led businesses and, in mature markets, seeking
businesses that have sustainable and profitable positions through selective underwriting and
retail customer access.

P'd now like to turn to our newly acquired UK operations and present an overview of the two
operations together.

Before moving into the operational side, I'd like to mention governance. We've put in place a
UK Board to oversee the Group’s interests in the market. The membership of that Board
inciudes Philip Colebatch, our newly appointed main Board director who is a UK resident, the
CEOQs of both Equity and Hastings and myself. Neil Uiley, CEG of Equity Insurance Group,
is the Managing Director of the UK holding company and Peter Connell, CEC of Hastings, is
Deputy Managing Director.

Operationally, we now have two key distribution brands — Hastings and Equity Insurance
Brokers. Hastings also owns and operates another brand — Peoples Choice — and not all of
Equity's broking outlets operate under the Equity brand at this stage but Hastings and Equity
Insurance Brokers are the key brands.

We also have two underwriters — Equity Red Star and Advantage Insurance Company. We
own 100% of Advantage and 64% of the capacity in Equity Red Star (Lioyd's Syndicate 218).

All of the operations source premium from other underwriters and brokers. The following
slide shows the flows and sources.

13



verview of the
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Hastings vreeT
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£104m
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This diagram attempis fo capture the flows of premium through the Group's UK businesses.
The figures are drafts for the whole of calendar 20086.

Starting at the top, the white boxes record a total of £343m in broked premiums. £150m of
this GWP generates fee income for the Group as it is not underwritien by the Group. The
balance of £153m — about 45% — is underwritten by Equity Red Star and Advantage.

Equity Red Star and Advantage also underwrite about £511m of premium distributed by other
brokers {represented by the purple boxes on the left).

This brings the total underwritten GWP to about £664m. Of this, approximately £198m is
attributable to the third party names within the Equity Red Star syndicate {Syndicate 218}
leaving over £466m for recording by the Group. At current exchange rates, this is almost
$1.2 billion.

The gross commission and fee income on the broked business is in the order of £80m or
$200m. This is a very valuable stream of income with a fow requirement for economic capital
to back .

14



rowth opportunities in the

Ad British insurance Premiun |ndax
iarket average trends since 1594

+  Premium rises in the UK motor insurance market have started to gain traction

* Hastings has an excellent website and growing usage of it — over 40% of
quotes and aimost 20% of policies

» Equity Insurarice Brokers has a sirategy of acquiring branch distribution and
moving to underwrite more of the broked business on a selective basis

+ Strong presence in the affinity market
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The cycle for motor insurance in the UK market has started to turn, as indicated on the chart
shown. This is the AA British Insurance Premium index, the benchmark in the UK. Inthe
year to December 2006, it records an increase for comprehensive motor of 5.7%, of which
4.35% was in the final quarter. Both Equity Red Star and Advantage are putting rate
increases through successfully and the broking arms are seeing the same from other
insurers.

The penetration of the internet for distribution of motor insurance in the UK is far higher than
in Australia and New Zealand. This is probably, at least in part, due to the fragmented
market in terms of brands. While both our broking businesses have websites, the Hastings
website is a key part of its branding presence. The latest available surveys quote internet
sales in the order of 15 — 20% of the market and growing to close to 30% by 2009. Hastings
already exceeded those figures in 2006 with over 40% of quotes, and almost 20% of policies,
sold on-line.

Equity Insurance Brokers has been pursuing a policy of buying regional high street branches
and networks for a few years now. it has undertaken 19 acquisitions and has a successful
model of working with the vendors o keep customers and migrate more of the underwriting
to Equity Red Star on a selective basis. Typically, the portion underwritten at acquisition may
be only 5% at acquisition and move to over 50% within two years. Equity also seeks fo
obtain belter commission terms from the remaining panel underwriters.

When we agreed o acquire Equity it was already pursuing a number of opportunities to
acquire more distribution. In January it completed the acquisition of Open & Direct Insurance
Services, the second largest broker in Northern freland. This acquisition — which cost £25m
—means Equity is the largest distributor of motor insurance in the province. The acquisition
was tested against IAG’s hurdles, including EPS accretion within a year, before being
atlowed to proceed. Equity is continuing to look at other such low-risk bolt-on acquisitions.

Equity Red Star also has an established position in affinity business, the fastest growing
segment of the market. Recent wins in this field include Nissan and Alliance & Leicester.

All up, we believe our recently acquired operations are very well-placed to deliver growth and
value for the Group.
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The Australian insurance portfolio composition is 72% Australian personat lines and 28%
Australian commercial [ines in GWP terms. During 1H07, the Australian insurance business
generated insurance profits of $385m and an insurance margin of 14.8%. This was fargely in
line with 1H06 and an improvement of $55m, or 1.9% in insurance margin terms, on 2ZH08.

The mix of profit contribution from each line of business has changed between the half-year
periods reflecting the different dynamics within each division and the advantage of having a
diverse book. Both segments are experiencing underlying margin pressure due o lower
average prices but continuing to benefit from long-tail claims trends being better than
anticipaied.

The provision of $165m for the costs of Cyclone Larry in 2H0OS was key to the relative
performance of that period. In 1HO07 there has been no such catastrophic loss but continued
high frequency of storms are a feature of the result putting us above our expected loss ratio
in Personal Lines for the period. In contrast, Commercial lines benefited from lower than
expected individual large losses and continued favourable experience from the long-tail
ctasses during 1HO7.

Prior year reserve releases were $99m for 1H07, down from $162m in the prior comparative
period.
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The Australian Personat Lines business produced an insurance result of $202m and an
insurance margin of 10.8%. This result is below 1H08 and 2H06 by $44m and $16m,
respectively.

GWP of $1,823m was in line with the prior pericd and marginally below 1H086. The volume of
risks in force in the direct portfolio returned to growth during the period. However, changes to
the NSW CTP scheme effective 1 Getober 2006 reduced premium by $13m in 1HO7.

Renewal rates in the direct NSW comprehensive car and home portfolios remained over 83%
during the period.

The Queensland and Western Australia direct portfolios also continued to grow market share
during the period.

As mentioned earlier, the net claims expense includes a large number of storm events which
cost $111m compared with $116m in 2H06 which included costs in respect of Cyclone Larry.

Aside from volatility in storms, claims frequencies in the short-tail classes have remained
quite stable on a national basis in both direct motor and home. There has been a slight
upward trend in collision claims frequency in the direct NSW car comprehensive portfolic in
recent months which has been offset by coniinued reductions in theft frequency. For
example, the number of theft claims incurred in 1HOY decreased by 5.6% relative to 2H0G.

The 1HB7 underwriting and administration expenses of $345m was an improvement of $5m
on 1H08 and $14m on 2HO6.

Excluding the fire services levy, the expense ratic improved to 15% in 1HO7, from 16% in
2H06. This was achieved against a backdrop of increased advertising spend which will
continue into 2HO7.

Total reserve releases for the APL business were $30m for the period versus $59m in the
2H06.
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During 1HO7, the soft marke! conditions in the commercial insurance market continued, with
competition intensifying across all major lines.

Against this backdrop, the Australian Commercial Lines business recorded GWP slightly
ahead of 1H06 and delivered an insurance profit of $182m, representing an increass of $46m
when compared with 1H06 and an increase of $73m against 2H08 which was impacted by
Cyclone Larry.

The improved performance in 1HO7 was led by the short-tall commercial lines portfolio which
benefited from a lower incidence of large losses.

The profit also benefited from continued favourable claims experience in long-tail classes and
prior year reserve releases of $94m, which is in line with the $87m released in 1HOG.

The 1HOY expense ratio of 32.1% improved from 34.1% in 1HCS. This improvement is
pariicularly pleasing in the context of falling premium rates.

A core element of Australian Commercial Lines’ strategy for long term profitability throughout
the insurance cycle is to maintain effective relationships with brokers and improve levels of
service and product offerings. This effort has resulted in customer retention rates being
sustained above 80% despite the challenging rate environment.

The fee based businesses generated a profit of $27m in THO7, compared with profits of $7m
and $1m in 2H06 and 1HOB, respectively. The increase is atiributable 1o the improved
results in the workers’ compensation business where the Group manages government
underwritien workers' compensation business in NSW and Victoria.

The premium funding business has continued to grow and remains profitable. This market is
experiencing increased competition from a range of financial instifutions. Loans oufstanding
at 31 December 20086 were $158m compared to $131m at 30 June 2008, representing an
increase of 20.6%.
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The International Business segment is in transition from being almost exclusively comprised

of the Group’s New Zealand operations to including Asia and Europe.

The growth in the 1HO7 is attributable to the first full period of ownership of Safety Insurance

in Thailand and the inclusion of the HastingsfAdvantage Group from October 2006.

Going forward we will also include the Equity Insurance Group, which incorporates
Direct, a broker in Northern Irefand which was purchased on 17 January 2007,

Open &

If you combine the underwritten premium for Equity Insurance Group and Advantage for the
year ended 31 December 2008, the UK operations wrote approximately £466m or $1.2bn of

GwWP.
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The New Zeatand business delivered a margin of 8.0% for the period.

Consolidated GWP from New Zealand has fallen largely due to a lower average exchange
rate for the New Zealand dollar during 1HO07. In local currency terms, GWP of NZ$537m
remained in iine with 1HO6 and is consistent with the seasonality of the business.

Net earned premium reporied for 1HO7 increased marginally from 2HO08. The apparent fall
retative to 1HOS is almost entirely due to the NZ dollar's depreciation over the past year.

The 1HO7 loss ratic of 60.3% represents an improvement of 5.7% on 2H06 due to a lower
incidence of major storms. The 2H06 result included around $20m in losses from major
snowstorms in June 2006. The underlying business has also experienced some increases in
frequency and claims costs, primarily in home insurance which has been the driver of rate
increases over the past year.

The 1HO7 expense ratio of 33.4% increased by 6.1% relative to the 2H06.

Commission rates are rising in New Zealand where cluster groups of brokers are winning
higher rates in a soft commaercial market. The commission expense rate increased 1.4%
during the period.

The Group is in the process of completing the implementation of the Australian personal lines
system in New Zealand for the direct personal lines business. While external systems
development costs are being capitalised, there are considerable internal costs which are
expensed as incurred. These costs have driven an increase of 1.0% in the expense ratio
refative to 2HGSG and 1.5% relative to 1HO6. Costs have alsc been incurred on improving the
systems used for the interface with business pariners.

in addition, the assumptions used in the liability adequacy lest led 1o a write down of deferred
acquisition costs in the period that added 2.5% {o the expense ratio. The business delivered
an insurance margin of 11.5% before this adjustment.
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The insurance profit of $5m represents the performance of the Group’s two Thai businesses:

NZ! Thailand which is essentially a commercial insurer, was acquired in July 2005 and Safety
Insurance which is principally a motor insurer has been consolidated since April 2006.

The Thai insurance market, which has been averaging growth in excess of 10% per annum
for over five years, grew by only 6.3% in calendar 2008. This has been driven by lower
motor vehicle sales {which slowed as a result of rising fuel prices}, higher interest rates and a
decline in consumer confidence in recent months. The Thai Department of Insurance
estimates growth for calendar 2007 at 8% and motor vehicle sales growth is forecast at
1.5%.

Higher repair costs are a key component of the increase in the loss ratio. This is being offset
by tight cost control over promotional expenses and keeping growth in administration costs
below the growth in the business.

The share of profits from assocciates represents the Group’s 30% share of the net profit after
tax of AmAssurance, a composite insurer in Malaysia.
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The Group’s pertfelios underperformed the return on benchmark by around 50 basis poinis
for 1HO7. This is the first half-year pericd to show under-performance after seven
consecutive haif-years of out-performance.

The return on the Group’s technical reserves includes the return from the three alpha transfer
strategies: the Australian equities and listed property overlay, the internationat fixed interest
overlay and the market nsutral long/short strategy. The active management of these assets,
after allowing for the fixed interest return foregone and associated costs, detracted $12m

from net pre-tax return over 1HG7Y foliowing gains in each of the previous five half-year
periods.

The Group’s shareholders' funds are invested across a range of diversified asset classes and
managers. Following the change to the strategic asset allocation implemented during the
half-year, Australian fixed interest and cash represented 50% of the sharehoiders’ fund
assets as at 31 December 2006. Australian equities represented the next largest component
at 27.9%. followed by international equities of 9.6%. The total pre-tax returmn from
shareholders’ funds was $166m for 1HO7.

The gross return on the Group's Australian equities portfolios was 11.2% which is 1.7%
behind the benchmark return for the period.
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The Group's regulatory capital base, as defined by APRA, has increased from $3,355m to
$4,386m during 1HO7. It includes:

» The new capital raised in December 2006 by way of $750m share placement ($737m net of
costs) and the $625m issue of subordinated notes in the UK ($815m net of discount). These
notes are struciured {o qualify as lower Tier 2 regulatory capital.

« An increase in the Group’s excess technical provisions of $35m due to a lower premium
liability in CTP; less

» Deductions for the goodwill and intangibles arising from the Hastings/Advantage Insurance
Group acquisition.

As the MCR has not changed substantially, the MCR muitiple has expanded o 2.32x MCR.
On a pro-forma basis, excluding the funds raised in December for the acquisition of Equity
Insurance Group and Open & Direct, the MCR multiple would have been 1.86x. Post the
acquisition of the Equity Insurance Group, this number has reduced to around 1.70x MCR.
Based on our economic capital modelling, this level of MCR coverage indicates we have
surpius capital.

However, there is a difference between the amount of capital that the raling agency requires
based on its generic market based models for a 'AA’ rating and our own internal capital
model. The S&P mode! is now running at arcund 10% above our economic capital
assessment and, as such, does not recognise our surpius capital position.

S&P recently advised us that our inaugural Enterprise Risk Management Assessment is
excelient, which is the highest assessment available under their methodology.

We continue to work closely with the agency so that they can acquire a greater
understanding and level of comfort from our internal capital modelling and our operationat
risk management capability.
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FY07 Cutlook

¢« Continue to grow and diversify our earmings
— Deliver the targeted synergy benefits for Hastings & Equity
— Maintain pipeline of potential acquisitions
— 1HO07 interim dividend ¢ be underwritten to fund future growth
¢« Generate GWP growth of 12 - 14%
— From organic business and acquisitions
— Excludes non-consolidated GWP of associales
¢« Deliver normalised ROE of at ieast 1.5x WACC ™
— Increasing importance of fee-based income stream
— Pricing discipline maintained — for GWP and acquisitions
— Continued focus on cost containment
¢« Maintain strong balance sheet and prudent reserving

™ Sublect to no catastrophes or large losses beyond our aflowances and no major falls in bord
values,
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The themes of our oullook for the balance of FY0O7 are largely unchanged from what we
presented at the beginning of the year. The detail is different as a result of having delivered the
acquisitions of Hastings/Advantage and Equity Insurance Group. This provides more clarity on
the source of growth in income and earnings for the balance of FYOY and into FY08. These
acquisitions also underlie the current guidance on GWP growth for FY07 of 12 -14%.

We had hoped that we would have income from a 24.9% investment in China Pacific Property
Insurance by now. Unfortunately this is not the case even though we had draft agreements
finalised last July and continue fo receive strong support from the various government bodies
involved. The parent company, CPIC Group, is dealing with a range of challenges, including
some issues arising from the agreements with the sirategic pariners in the life insurance
business. This has delayed completion and the timing of our investment is now unclear. We
remain in talks with CPIC and continue to believe that investing in China's insurance business is
an important part of our long-term future.

In the meantime, we continue to develop opporiunities elsewhere as evidenced by our UK
acquisitions and our commitment of resources to Asia. The prospect of investment
opportunities is why we have decided to underwrite our dividend and build a small bank of
capital to support further bolt-on expansion by cur businesses.

We expect to deliver at least 1.5x WACC for FY07. Woe received comment last year when we
didn give insurance margin guidance. With the increasing importance of fee income io our
profits, insurance margin guidance is becoming less indicalive of overall profitabilty and
effective use of capital by the Group. For this reason, we intend sticking with ROE guidance
and will also move to providing more information about our fee income business in future
investor reporting.

However, we are confident of our insurance margin remaining very respectable for the rest of
the year — subject to the usual caveats noted on the slide. The pressure from reduced pricing in
commercial lines is expected to be more than offset by a combination of:

- cost containment in our existing operations;

- focus on delivery of synergies in our UK businesses;

- the return to growth in Austratian personal lines; and

- the expectation that there may be more releases from long-tail classes.
Now, we'll take some questions ...
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