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QBE Insurance Group Limited

Resulits for announcement to the market

ASM
Revenue from ordinary activities up 15% to $£6,072
Profit from ordinary activities after tax attributable to | up 20% to $591
members
Net profit for the period attributable to members up 20% to $591
Dividends Amount Franked amount

per security per security
{cents) (cents}

Interim dividend 40.0 2490

Record date for determining enfitlements to the
dividend

1 September 2006

Profit before tax up 20% to $809 million.

69.1 cents per share.

QBE announces a record half year profit and dividend.

Brief explanation of any of the figures reported above:

Insurance profit before tax increased 35% to $748 million.

Shareholders’ funds increased from $5,083 million at 31 BDecember 2005 to $5,565 million.

Diluted earnings per share, assuming all hybrid securities are dilutive, increased from 59.2 cents to

QBE Insurance Group Limited

30 June 2006




QBE Insurance Group Limited

Appendix 4D requirements within the half year report

Requirement Page Note
reference reference
Net tangible assets per share 2 N/A
Details of dividend payments and dividend plans 24 6
Details of associates and joint venture entities N/A N/A
Independent review report of the auditors 27 N/A

NA - not applicable

Details of entities over which control has been gained or lost during the period:

The company acquired Allianz General Insurance {Vietnam) Co Ltd on 1 January 2006.

The company disposed of BIDV — QBE Insurance Company Ltd in Vietnam on 1 January

20086.

The company acquired the Danish company Nordic Aviation on 30 March 2006.

QBE Insurance Group Limited

30 June 2006
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QBE Insurance Group Limited

Half year report to 30 June 2006

3 QBE Insurance Group Limited
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Front cover

Sammy Clarmont, Goanna 2005
B0.0 % 420 on

Comirtaay of Lookhanl River Art Cantre

Aorylic on Ganvas

2006 marks Lhe 120t snriversary of the formation

of ABE's founding company, The Nortk Queensiand
nsurance Compary Limited. [ts solivities were ceniredd
around ke port of Townsvitle in Northern Gueesnsland
supporting the shpping and trading ectivities of 115 paren:,
Burng, Phisp & Co Limited. Representative of ihe MNorth
Queersiand region and depicted on the cover 15 an image
by Samawy Clarmony who i s meamber of the Lockhartl
River Art Gang, a group of yourg Ahoriginal artists from
the Cape York regien of Northerr Gueansiand, His works
are contemporany bul reliect the fradidionsl coltuee and
envirenment of the region in which OBE's founding
compsny {irst came inte bemg.




Highlights

far e hall yvasr erded 30 June 2006

Frofit and dividend payout

MNal proft aller neeme 1ax M 591 481 20

Meb proft before income tax s 809 675 )
Basic samings per sharg’ s #3.9 G4 B 14
Diluted sarrengs per share®? cens §9.1 5G9 5
Dividerd per shars e 400 B0 77

W B,565 . 86 24

L3

Shareholdars” funds

Group operating performance

2008 2005 % change

Gross HE ) a1 12
Gross earned premiom M §,832 4,327 14
el earnad premiem 3 3,058 2806 14
Combined cpersting ratic o 87.9 502
e predil | 748 SIS 38
nee prefil 1o nat esrned pramiam o 18.7 158
b flowy Trem operations (3] 322 672 B2

Contributions by region

2006 2005 % change

ALs Gross esrmed premm i 1,213 1,199 1

Comibined operating ato ) B2.7 BE2

Paeific Asia Central Europe Groas earned premiom SV 335 348 {4}
Combined operatng abio % 23.0 as.8

OBE nsurance {Europe) Gross esrmed premm Ehd 1,280 1138 12
Combined operatng abio £ 0.8 Q0.2

Lloyd's division Groas earned premiam S 1,201 1015 15
Combined operatng abio % 90.3 Q6.2

the Armearicas Groas egrned premium B a03 31 43
Combined operatng abio £ 81.0 832

Equazer Ret Grogs earned premiam B 255 142 B
Combined operatng abio % 86.9 321

vestment income Gross S 403 409 i

et of finance costs and nvestmant expenases S 33 337 2%

U Rellecis sharas nolified 1o the Austoai b note B Lhe financial statements,

& | I

v Stack Exchangs, #
By dlifurliva,

secuniliss ara i

surmes fhi

Ve TEHIEUTANGE cornpany based in Bormads,

ALL AMOUNTS IN TeHS REPORT ARE DENOMINATED IN AUSTRALIAN DOLLARS LINLESS OTHERWISE SPECIFIED,



QBE history

Hatf year ended 30 June Year ended 31 Docember
006 2004 20037 2004 2003 20077

2006

Gross wilts
Grous earned premium | 4,832 4337 2982 ZAESZ AT S17% 0 BATD T RIS
el eamad premiem M| 3,998 28068 2114 3082 2675 VEBE B T7BT 6038

Claims rato K Bg3 810 81E ab) B84 B89 BY3 B33

[remnn

si00 13110 %o 17.6 170 188 15.7 15.2 RERE) 175 15.2
Expense ralio %o 12.0 12.2 12.1 122 12.4 123 12.4 123
Combined operating ratic ) 87.9 502 S08 S8 0 S80 531 812 538
vestment income’

i

b

Fore net fair value painsdoss S 247 242 1858 181 T84 G507 421 203 240 336
after net fair value gainsfosses S i 337 &2 T84 57 18 519 413 189 245
ingurance profit {loss S 748 ST 428 255 T8 1,288 928 527 408 {118

maurance prefit {lossl to net

parned premiom Yo 18.7 158 126 5.4 &0 V4 137 1054 72 2.8
Probit togs)
pefore Income tax Sk 809 75 425 a1z 124 1,823 1118 165 211 G0

alter income Lax and
oy inferest EM 541 49

243 241 TIE| 1,053 Qsy oy 275 {25}
Mumber of shares on issue’ railEores 804 TES %A G27 600 134 Tk 572 615 &85
Sharehelders” funds M| 5,865 4486 2281 2064 2720 5083 40322 2213 2984 2620
Total aasets Sh | 81,857 27265 ZEEVE 21078 19770 | 25685 25035 20443 20867 18611
Nel tangitle assets per share? % B.27 447 4B 408 & 76 40 417 zEs 0 aed

nterest bearng kabiities
sharehoiders’ fundy? S 38.9 BB 448 &7.4 3280 418 a4 403 493 320
cents 738 B48 0 5LTY a0z 1745 1425 1233 855 427 {105
cants 6591 892 448 327 1771 1208 1084 PrE S 424 4.9

o
Py
[
[

fuircly™ o 22.2 231 221 18.0 245 15.3 10.0 i1l

Sviddend per 3 cents 44.0 B30 2410 200 16.8 71, 540 420 0 3.0
Srviddand payvout Sk 322 284 T84 k2 45 5656 382 283 213 185
sash fos frem operalions Sk 322 672 BoR 726 488 | 1,887 2110 2.08% 1801 280
Total investments and cash®8 S| 48,168 15721 TARER 11488 D481 | 17897 14975 11,823 11804 5183

fan eguvalenis (o intormaionag Fins

vial Faporting Standards CAIFRSE"L

fer to nola 5 50 the financial statomoents,
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Resulis

far Lhe sl vaar encled 30 June 2008

O8E's geographic spread and product diversilication have
nobenaiicial for gsharehelders, QBE produced &
record meurance resull and operating profit alfter tax for
ihe hall year fellowing a continuation of the fow Feguency
of claims and hetter than expected overall pramicm rats
INCTEASES

AgAIn Des

SArTE period laat year, The increase in profit reflac
Benelt of premium growlih from acooisiions and imoroved
mnsurance marging. These pesitves were parlly offseat
by loveer realised and unreabised gaing on <->C|ui"'|f-“s al
511 millior after tax comparad with 3359 million afler 1ax
same percd last year. Profit before 1ax was up
Lo BECS millior

duled earnings per share inciuding &l hvbrid secuntiey
was 69,1 cants comparad with 88 2 cents Tor the aame

periou last yvear. Return on average shareholders” funds

was 22 2% comparad warh 231% [or the same period

ast year

musurance prolit befere 1ax for the hall yesr Incresaed
2l $7AE million or 18.7% of nel earned pramiom
corpared with 15 8% for the same panod last year, The
SLreng NCTenss I insurance prefis was achievad on net
sarned oramium of 3,888 million, up 14% on the same
period last year, mamnly due o scouisitions in 2005 The
sutstantial majority of the 42 cowniries in wihich we
currently nave Dpfﬂ!’iflTiDl":S preduced i profily,

by 3%

The Avsirais ¥
{"/-‘\?)Af’:"_
dliviss
Limit ed Et|ucitur R\ i, Al ;_,fomrw' :
profiis, Consistent with receni yvears iﬂSLi.’E]I'?CG liahilisies
30 dune 2006 moluded a subglantal allowance for large
lnsses and cglastrophas which may oocur in the second
half of 2006

O] uranca

ai

Gross

sarned premium
$4,932M

up 14%

funds
$5,565M
up 24%

Shareholders’

Interim dividend
inrecogninon of the glrong operating performance, 1he
dhrectors declared an intersm dividend of 40.0 cents per
LD 21 on the ntarim divigend of 233.0 cents per
are for ihe first hall of 2008, The mnterim dividend will
e 0% franked compared with 80% Tfranked for the same
period mat vear The ntenm daadend regresents 8 payout
of 222 miliien, up 27% from: the pravious intenm devidend.
The record date for the »cividend is 1 Sestembier
2006, The Dividend Election Plan ("DER™ and the Divideand
{ "1 have been suspended dus o

Helmvestmant PMan {"DRP
our siteng capial adeguacy.

Sharsholders’ funds

Since 31 December 2008, shareholders funds have
increasad by 5% to 5 5685 mitken, Thea increase 13 mainly
due o the hal? vear profic parthy offset by the paymeny of
the Fnal 2008 dividend net of refnvestmeant.

The rabo of borrewings ic shareholders’ Funds at 30 June
ZO06 was 3B.9%. This ratio is expeciad o be maintamed
within the range of to 40% al year end. Since 20 June,
wee have raised $720 makon through szue of perpetal
proferred secarities, These secarilies are treated as Tier 1
capital for reguiatory purposes. Proceeds from the issue

of the securities were usaed o repay $400 million of shon
term borrowangs and 1he beisnce for general corporste
BUTOGEE.

We caloulsle the Group™s capital agequacy muilipie at 30
June 2006 to be srownd 1.8 times the eatimated minimum
cacital requirement using the risk based capital approach
of the Australian Prudential Regulation Authority (PARRA™L
chading the Tier 1 perpetual preferred securnit 5Lt
.\II"Le A0 June 2006, the capital adesuacy multiple has
e arcurd 2.1 fimas We have made 2 number
Impgons n sppiving the APRA standenls to the
calculaiion of the Group's minimum cagital requirement.
AFRA has not vet hinalised the standards Tor calowiating
capial adequascy requirements for non-operating holding
COMpanas.

interim dividend
payout

$322M

up 27%

™
=
o™




Resuits continued

far e hall yasr

ey ratios - Grou

for the haif year ended 30 June

ik

Gross written premiwm

R

2008

S 5,656

Gross earned pramiom Eh 4,532 4,330
el earnad premiem Eh 3,598 CRTE)
Claims ratie Y 58.3 810
Commission ralio Y 17.6 i)
Expense ralio %% 12.¢ 1232
Combined epersting ratice % 87.9 803
msurance prefil 1o net earmned premium %% 18.7 5.5
Woartchwide portfolio mix
Gross earned premium for the half year ended 30 June Zﬂﬂaﬁ 2025

Va ]

ine and sviatio 8.6 62
Accident and health 6.2 65
Property 208 289
Maoter and maetor casuaity 14.7 138
Financial and credit 2.6 23

sility 20.3 228
Professionst indemaity 8.8 91
Wiorkers' compensstion 7.9 93
Other ’ 1.1 13
Segmental analysis
Gross earned premium for the half year ended 30 June Zﬂﬁaj} 20(35:

o s

i

&1 24.6
Pacific Agia Central Earopa 6.8
OBE Insurance (Europel 26.0
Elocds ivision 24.3
e Amnericas 18.3 4.8

Froe 2006 falf vear report




Group operating resulits

Grosg wriiten premium was uo 0% te $5.688 miik
gross earred premivm increased 14% 1o $4,932 m
Pramiuvm growth has been assisted by the acquisite
made i 2008, anproved cuslomer retention and an ovarall
inereasa in pramium rates in excess of lhe axpectanons
provided a1 the 2006 Annual General Meebng.

The combxned operating rafio was 87.8% for the kaif
wear compared with 90.3% for the same peried last year
Urderwriting profil for the half year increased by 42%

1o $482 million due o the growlh in premiwm ard the
corbinued glrong performances of most of our porifelios
arour ke world.

Aeirgurance costs redueed to just less than 183% of

gross earned premium, even though we incurred highear
FEASLUANGE S0%EE 10 Hrotect our mwErdS reinsLrancs
BLsmess and o Aily reducs our maxmdm avent
releniion as a percentage of net esmed premium
compared with 2008 levels. The maximum evert reteniion
i the eglimated net cost of our largest realistic disagler
seenario, Aporoximately 54% of our rénsurance costs are
axcess of logs and the batance s proporlional rensurance
lo reduce our aggregate exposuras to pregerly nsksin
Austraiia and prolect selecied INSUENce Brogrammes in
{he Amercag,

o

[

The cigims ratic was 58 3% compared with 61.0% for the
same pariod last year The overall increase in pramiunm
rates curing ithe hall year and the conbnued low freguency
ang severily of claims has asgisied the claims salio

The favourade rarclt of prior accident year ¢l2ims has
een offset § o rigk marging in oulgtandng

i the current accident vear, The risk marging i

our outstanding claims heve been increased o give a
probabiity of adequacy of slightly above 95% . This g in
excess of lhe high end of our mternal target range of 88%
1o 94%  Consistent wilh previous yvears, we believe that
the increased probabiiity of adeguacy s warranled at this
time dee to the cyelesd nature o our business, sarticularly
weilly 1he hisso Wy higher incidence of catastrophes in
the gecond half of the vear The probability of adequacy of
outslandng claims s agnificantly high

clairms

thar e APRA

-1

lmpaot of exchange rate movemnenis

minimeay regairement of 75% for Australian loensad
ingurers. Risk marging in the Groun's rJLm‘:‘Ial"{ ‘I"Q claims
provisions have nereased in recent years :
of the i sein expesure lo fong tail cle
The probatility of adequacy of the Group's outalanding
ciaims provisions will vary from tme o tme depending
or: the mix of shert, mediam and long i@l business and
aeonomic and industry condiliens such ag s
claims inflation, interest rates and foreign currency
moevernants, Total ril m'ilff;il" wled i outstsading
Saims &t 30 Jure 2006 were 31,422 million compared with
51,242 oillion at 39 D{-ér;emt'_\er 2008,

The: toal ac: e cost ratio made up of comemigsion and
ERAsIChE: 5 29 6% of nel aarnad pramium comparad
wilh 29 3% for the same perniod last year, The commission
ratio was 17.6% compared with 17.0% wilh the incresgs
dug fo changes in business mon The expense ratio reduced
from 12.3% t¢ 12.0%. The reduction refllects the aynerg
presdoushy anncunced, garthy offset by incresged co
IpIEMEenting new Systems i many countnies threughous
ke weorlel

ney CEHTS

=

frvestorent income for the hall year which is nel

of borrowing cosls and mvestment expenses wias

$227 milBon compared with 32237 millon For the same
period inst vear. This slight reduction refiects e lower
gans on eguily investments largety offset by the kigher
vields on cash and '-'si‘wrt dur icm f‘ixf':{i‘ inier(mi seeLrieg,
Gross inve

period.

aowwas Z222 millon
> same period last

Cash How from operabing actill
cormpared with $672 mifhon for th

Y Tn(z racluction in ¢ How is dus o ihe seltiemen:
o in regpect of 2 that qoeurred
in the secend hall of 2008, SrEnse

tirrzing dif

1o recoveries from res ; those cali
and gigrificant contnbutions to fand 1he defined b{\rm afit
pension delcits,

; reialn‘:g

2006 2006 at 2005°
atiual exchange rates

Exchange
rate impact
£,

5,656

63

Gross earned premiom

4,932 4,978

el earnad premiem

3008 3,991

Mal invesionent moeme

331 328 1

MNeal proft aller moome 1ax

591 585

Todal investments and cash

18,168 17844

Total asuets 31,857 31,285
Grogs owstandding claims 15,744 18,437

Total lisbilities

28,230 5,792

10 31 Db

el Balance 4

e ratas of exchange



Resulis continued

“

far Lhe bl vear encled 50 June 2008

meome lax expensa reduced iy lo 268 5% of profis ,r‘_'gcquigi{}(mg
belore oy, primasnily due to profits in fower tax paying W have sgain been successiul wilh acguaitions during
COLETISE. the period, Cur scquisinion activity kas resulted in

additiona! annusiized premium for the Groun
of B280 mifion. We scaured a general sviaiion business
in Denmark, & new general avistion team Tor owr Lloyd’s

The tabie below shows the conmibubions from esch of
o irsurance divisians. it also shows the conmibutiar
from general msurance and reingurance Husmess. The ' =
growth in invwards reinsurance bus i entirely dus o operations and, subject ic deliniiive agreements
premiam rate increases snd the reduced prefit attedbatable regalaiory approvais, a farm and agriculivral porifoiio in the
o reinsurance husiness is due Lo increased risk msarging in mit-west states of the Us,

insurance habebies,

The impact of exchange rate movemenis
Captive reinsurer Congistent with our previous reports, we set outin the
takle or page 5 lhe impact of exchange rste movements
of the firgl hall of 2008 The Group t fates income and
expense items using 1he vear o date camuiative average
rates of exchange. Balance sheei dems are transiated at
the closmyg rates of exchange. The impact of excharge rale
movemnents for the hall vear was minimal,

Dur cagdive reinsurern, Zguatar Se, groduced o combinad
operating ralio of 86.9% for the half vear alter mereasing
mg i outstanding claims. insurarce profis was

on of 22 2% of net eamed premiam.

deemed appropnate Tor the Group, Egustior Re also
partcisates on g nurmber of the Groug's excess of loss
propertional reinsurance protectons placed with axternat
resnsurars and has, for the Fral tme, provided goota shs
protectiens 1o our Llowd's syndicates, The expostres
wrilten by Egualor Re are inciuded in the Groun's
MAKITILET event retention.

Outtook

We achieved an overall weighled average increase
premsum rates for the Group for the 9 menths of close
1o B 5% This iz well in excess of our expectations of
argind 4% adviaed in our 2008 anaual recort and st
the 2006 Annusl General Meeling, Substantial premium
ratle Incresses ware achieved on our proparty maurance
Grosg written premium for the half vear was up 112% and reinsurances portfolios exposed 1o catastrophes
to $517 million ard net earned premivm increased 52% the northern hemisphare and by our mamme and energy
1o $198 millicn. The main reasons for the incresse were Lloyd's syndicaies. Thess rate moreases weara partly
ke higher premivm rales achievad on excess of loss Flget by redactions in pramiam rates for our profiiahls
protectons, parlicudarty for US catastrophe exposed ris mrge portfolio of nor-US casuaity products and olher

1als)

8]

arwl the new quola share arangemants provided to our aroduels in our APACE division, Premium rotes at the
Lloyd's syndicates. 30 June renevest date sy overall premivor rale incresges

We mentioned in the 2008 armuzl report that we expectsad slightly shead of 1he st months weighted average for

Equatsr Re wolld increase its pre ninceme from the Group, butl continted pressure remaing on non-LiS

propertional reinsurance frorm our insurance divisions and casudity preducts and across mogt lines in Australia

at the same tine, not substanially imcrease 15 exposure o The Group's ratio of net glaims of less than 2.8 millor 1o

ary one catastrophe. rieal {-éamec:‘J E)_remium "sltritional toss ralio”} s nol showing
amy malerial increnss,

Contributions by region

Gross writter: et earried et profit after Combined
pramium gramium income tax operating ratic

for the half year ended 38 Juns 2006 2005 2006 2005 2006 2005 2006 2005
L} “/"H

S M S s S Sht Yo

Y,
1,281 1,255 1.031 1.004 184 166 82.7 86.2

Pacilic Asia Central Ewrope 345 358 265 260 39 24 83.¢ 58.5
OBE nsurance {Europe) 1,370 3,407 1,081 971 159 145 ac.8 a0
Llowd's division 1,667 1.393 877 TeE 121 91 90.3 862
the Americas 983 710 546 358 a7 28 9.4 832
Equaicr Re 517 244 148 T30 a1 24 86.9 A
Elirrdration - internal

TERMGLTANGE {617} 2441 - - -

Group 8,686 5,122 3,498 381 A9 87.9 803
Ganaral insurance 4,139 3816 2,951 503 aTE 86.0 403
PR TCE RIS Lrance 1,617 1,307 1,047 T BB 118 93.6 S04
Group 8,686 522 3,498 2,806 381 A9 87.9 803

L

=]
3

[
i3
L]
ot

2
e
o
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The cverall preminm rate increases expacted for the
i year togethe: tons and higher cuglomer
releniion give us conlidence of moreasing gross wi
préamiurn b hon and net ec—zrmh{* OrEmilm i
$2.4 hillion for 2008, This is of course sibiect o no

erial appreciation ol the Austeabisn dofar against
parlicudardy the US dellar and sterling.

mat
TSRS

Chrrens

Ag previcusly mentioned, 1he Group's proebabiliy of
adequacy of outstanding claims s slighty in excess of

the high end of o internal target range. In addition, our
arearned premium liabilities irciude a significant allowarce
{or large losses and catastrophes in the second hail Inlhe
U5, we have increased deductibles, changed 2
poirts and cancelled property diract and remsarance and
marine reinsurance busmess for calasirophs expoged
areas where the rewsnd for the risk was deemed 1o be
insufficient to meet our prolit criteria,

attachment

We continue io maintin o casbicus approach and a
refatively low expogure 1o Bsted eguities at 7.9% of lotat
investmenis and cash 50 conbinuee to actively
marage and imit interest rate volatility t'ﬁrough oL gL
shaort duration fixed nierest and P’a b oportiolias which
aversge around 0.8 vears o maturity, investment incoma
will further benefit from the ngher interest rates in the US,
U and Aust in the second haif We expect o incresse
ol ret mvested Tunds from $16.0 billior 1o 31726 hithon by
the end of 2008 due o expecied strong cash fow in 1he
sacond hall of the year

aviz a |1umb{-\r of acausitions thal are currently being
i i A s possible that we will convert sorme
af them b\,r year end. Frices for large ac [

iﬁ{.‘,f“é'i‘;éd signific cwtly i|1 r(—zcshm e 1o 8 e

oy

{.JI"LEI"LQJ ng on
f UH:—"J on 1o existag busi
HEr Li;} i 318 bilbor o
; M. We are confident that our carrent of capital
arl debl fegether wﬁh expected prolit s jcient for our
currenl scguisinon activily, and we wil continus o review
the el of capitsl to maximise the elurn lo shareholders,

wm epportaniti
e have
el clitio

élleﬂm

el wnlten

o

We will continue fo pursie & sirategy of maintaining a well
diversified spread of business both geographically and by
product which has, over g long period, proved benef
1o shareholders. We continue to lead terms and condifions
on mest of the business that we wiite around the weorkd
Although compeatifion kas increased in mosl markeats,

DUr Gricing b i 3 e meet the
profid targe Lt a]rjrl v ol cur Dor ICHES
T year acro s (Broup
v leaves @ sign
am‘J catastrophaes 1o mest our

il year profit targeis for 2006, The strength and
focas of cur management, profesaonst underwriting tesms
and support siaff also give us confidence that we will
achieve cur goals ever the shorl and long term.

We hawve been successiul in retdining a large poriion of
our cuslomers during 1he period te 36 June. in some
2o wi have had 1o reduce prices io reflect the |{—V(‘| oI
nifity, parlicwiariy for our farge non-Us
portfolios, We are prepared 1o lapse Buginess whe
price does nel mast o requiremeants for grolitakd
ical analysis of cur various gortfolios around the
parts of these ;:}Drt['olios
i have enabled us to k
i Bne il cur b

weorled, actions mken on some
and our nsk aele

Dur focused ardd hard-working teams sholid e very
et with the perfermance of the Greup for 1he half
vaar and the sohd position that we nold @ the majority
of mrarkets i which we operaie, Cur stall are well awars
of the nead 1o Tocas en our core values, especially the
crestion of weaith for sharehelders whic
improvad profiaiity

T eomas from

Subject lolarge logses and cataglrophes net excesding
nal albe B our INSLIANCe |iabi|i1i
Widen: that we can exceead our ¢
= profitlarget of 16.0% to 17,
FUT0% e 18.0% Tor the full vear,

ARG




Australia Pacific Asia Central Europe

The APACE divimon, whic s operations in 26

colninas, produced (momw oulmanr'mg undersTiting
resudl. The combnned operating ratio for the hall year was
82 8% compared with B6.7% for the same period lasl yea
The results have been achieved after o further increase in
risk marging n outatanding claims,

Groas writien premium for the half vear increased 1%

1o B1826 million, Nel esrned premam was oo 3% o
53296 million, Growth hag been affected by increased
cormpelilion ard a skght overgl reduction n premium rates
{er the division, which was expecled given the slrong
combined oparating rates achieved in recent years,

Wehite incregged compebion Das meant premium raies
for the majorily of products are lower than last yesrn price
adjugiments abso rellect cur lower claims costs, Oversih,
INSUrANcE MArging are very sbrong and gremaum rates ars
atlenvels sullicient te achieve our profil expectaiions.

nsurance prefit for APACE incresaed by 23% to
F376 millior er, a3 & percentage of nel esrmed premiam,
up Trom 20.3% 1o a very healthy 24 4%

Bustratia

Australian coerabons cortinued to produce excellen:
undarvriting resulis. The combined opearating railo was

82 7% comparad wilh 86 2% Tor the same period fast yesr,
insurance prefil as a percentage of nel earmed premium

Key ratios -~

for the haif year ended 30 Juns

Gross written pramium B

Austraiia Pacific Asia Central Europs
2006 2005

1,201 1,285

m“;)’uff o from 21.4% do an outslanding 25.2% The

s penefited from a continued focug on insursnce
ty, risk selection and contreling atinitional

oy ratios,

Gross written premism increased 3% to $1,297 Hon
andd net earned premium was up 3% o 331,{33;! "
increase in the retenbon of customers and organic growth
weizre partiy oflgel by an overall reduction in prendam rates
1o reflect our fower claims costs and competinon. Oversi
premiim rate redactions wers leas than expected

OBE continues te e s
COMTE

market leader It most of 1he
products that it undensyrites in the Ausg
markat, We have expenenced & margins! mcrease in
attritiona! loss ratics In some portfehos from the ower
pricing. Cusicmaer retention confirues io be extremely
high for business that we wish to retain, The majority of
our portfoliog in Australia produced underwriding resuily
ahaad of plan, The main exceplions wers progarly and
agricuitural porifolios which were affected by claims from
Cyclore Larry and the travel pertfoiio v A% anpacled
By he Egypl v January.

HESHE

The claims ratio was 58.2% compared with 591% for
tRe same period lasl year, The continuwed low level of
attritiorat claims ggsisted the imprevemens in the claims
ralio. Prior year develepment of longer 1ail classes suc
workers” compensation, liability ang CTF has beaen pf

PALE APACE
2006 2005 2006 2005

Austratiz

52 1.636

Gross earned premium A 1,213 1,189 338 8 1,548 1.547

Nt aarned pramium A 1,831 1,004 265 2AE0 1,286 1,264

Claims satio e 58.2 [SIE 40.8 446 52.3 &6

Commissien rato e 13.1 143 19.6 9.2 14.4 B2

Expenses ratic e 144 128 2286 250 16.1 183

Comizined operating ahio e g2.7 a6 2 83.0 aee 82.8 a7
1

nee profil o net earned premiom Yo

28.2 2

4 21.1 158 24.4 20,2

Portfolio mix - Australia

Gross eamed premium for the half year ended 30 June

Credit and surely

Accident and health

Property

4.3 176

Fotar vekicle

9.8 9.0

Travel

1.6 1.7

Haouseheiders

10.2 108

Compulsory third party ("CTR™

7.2 [As

General dsbility

9.8 184

Workers” compensation

8.6 8.2

Rarnne ang aviation

4.6 4.6

ke

5.3 58
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However, These relegses have beer added 1o risk marging
i euistanding clams daring the hatf yesr to further
probiabiity of adeguacy levely,

increase the ¢

The commission ratic decressad from 14 3% 10 13.1%

rf—zilehc'mg

i3 eﬂ"fq rrsiniy ffum m{—'JIN T
of 1the new agencies

For 20 June renay DrEMILT rates
for the majorily of commercial and pé’rﬂsorml lines
of pusness 1o reffect the continwed low claims freque nf‘y
—n‘»r* increased competition, We are confident 1hal current
H b zncihlf, achiave our profil

: 015 orly one part of the equatien. Cur ability 1o
marage the atirifional losg rate and other key profif devers
ared reteniion of our guality cuslomers are significant
part ol that equabion.

ENEE

Wie expact that gross watten premam for 2008 will

e around 328 dillion. We also expect 1o mainkain our
mnsurance margin above 20% for the rest of the year,
Heomwvever, as meantion i ke 20086 annuat report, we
expect our Ingurance marging in Austrabia to decine slighthy
in 2007 1o reflect the reduct:on In pricing in recent times,

Facifie Asia Central Europe [“PACEY)
Dur PACE operations procluuz—d cmo*hé’ v(zry 5t0ONRG
-Jnde“rwrlllrmc* rasuly. The ¢ : ng ratio way
3.0% compared with 88 8% for the s ;.;(‘I'IO(" st vearn
The gaubatantai majority of the counines
carries on business produced an undenwriting prohl For
the hiall wesr Insurance pr acreasad frem 15 8% of net
gsrned premaum e an outstandng 21.0%.

Gross wiiiten pramivm decreased by 4% to 345 milken.
Premium growth was affected by incressed compelition,
particularly i thie As 1w Mew Zestand markets for large
corporate risks and motor business. Net sarned premium
increased by 2% 1o $288 million, reflecting the benefity o{
Group reéinsurance protections and change in business mi

The cigims ratic remaing vary fow 20 40 8% compared with
The r(—zr:‘utflon in ke

A4.6% Tor the same paniod 18y vear,
claims ratio refects the focus on oo
radiow, L 5 and cataslrophe
during this hall year

Fortfolio mix - PACE

Gross earned premium for the half year ended 30 June

Professionst indemaity

TI“'e COMMESSIon rato was up slightly 2t 19.6% due o
higher agency commigssions on profitable business,

The expense ratie reducad from 28.0% o 22 6% due

1o buginess improvernent efficiencies, parlly offset

By higher costs of the nifial implementation of new 1T

syslams in the majonty of cauntries i which we nperate

We cont wue i neTease business retention and grow
our specialisl product ines through inferrabionsd and
iecal insurance brokers, We have considerad a number
of acquisitions in the PACE regior that can be bolted

ar to exisiing operations or which will take s into

rigw countnes. The acquisibon of the generst aviation
pusingss in March iz ene exampie, Unfertunately, prnees
of geguisiticns have increased sigrfcanty which hasg
meant hat we have not besn as sucoesstul s we would
have liked, We sre nolinteresied in acauinng minorily
areholdings. Qur policy has abeays been fo hsve
wagement condrel and sl least 3 0% ¢ nolding 1o
ansure that we remain the master of ow destiny.

Wie are sanafied thal current pramivm rates are sufficieni
1o el our preiid crtens for the majenty of products that
wez wriie throughoul PACE. We expect that gross written
pramiatm for the Tyl wall e ground 807 billion, We
have excellent businesses throughout Asia-Pacific and
Centrai Zurepe, and we are confident of meeting our
largetls for 2006

Sumirnary

The recent price reductions in many of the cowntries in
which APACE writes husineas have beean countered by
our underwriting, risk selection and statistical analysig
wehich have enabled us io control the atindonal loss rstics.
Howesver, as mentionad i cur 2008 anrual report, we do
expect That our excelleni combined operaiing ratios will
slightly deteriorate n 2007 We are starling o see the
Benefits of the merge: of Australian cperations PACE
w1 2008 and the large acqusiton made m Ausiralia o
Suine 2004

We are confuwlent thar APACE can 4 2 gross written
premium of areund $3.2 biillon and cur profitabity largeis
for 2006, subiect to the usual cavears on farge losses and
catastrophas.,

Maringe

Wiorkers' compensstion

Maoter and maetor casuaity

Property

Accigent and health

Elability

Engineering

bt
en

o
o

Trawed

Houe

holders

[

S
G |
L

Other

b
=23

13
[}




10

European operations

ZE™s European cperations comprise CGBE Insurance
iZurepel MCIE" and our Lloyd's division, trading as Lt

The carmbxned operating raiio Tor Erepean operalions wasg
ar excellent 30.86% cormparad with 92.9% for the same
perod fast year The strorg undervriting resulls reflect our
Tecus ar portfolic pro?’i”a'ilhillwr and & reefalivaty low levet of
strophes o the first halfl Insurance profit increased by
3T 1o $320 mrdllion and, as & percentage of nel eamedl
pramiumn, anoroved from T3 2% 10 16.3%.

G aasowTitlean premium for European operatons incraased
y 3% 10 33,037 million andd nel earned sremiam incressed
matlion, The increas 16wtk qur
Business pian and reflects strong buginess retention
agulsilions made in 20085 and ncreased pramiam rczlf,‘,
for catastrophe exposed property, marine and energy
5. Thesa were offsel sartly by rate reductions for other
ses, particularly cur nen-US casually pendeboes.

.‘%J ie %1

ris

QBEiﬁsumrﬁ s {Europe)

JEE werifens ine & Dusiness in the JE relandg,
Garmany, no{\«" Luxembourg and Spsin, snd reinsuy
business in raland.

France,
ancE

Gross wiiilen pramium was down 2% o $1,370 milien
flue to the er of reineurance business to Limit,
penerally increased competition and lower premium
rates, TI“'e'-'se wera parily offset by income frem the
acomalions i 2008, in particular Britsh Manne, Growth

lrar

Kevy ratics - European oparations

for the half year ended 38 June

10 gross wrillen premivm exclucing reingsurance busmess
transferrad was 9% MNet earned premium nereased

by 1% 10 31,081 miBion due lo acowasitons i 2005, ¢
change :n business mix and consclidation of remsurance
protections, Premiuvo growth for our significant non-US
castually portfolios hag hean affected by lower premicm
rat d:l'ﬁ{.’)J(ﬂ" 1hig was f.xp{.ttf*r andl largely factored into
our a5 plans, Compe n remains, on the whole,
chseipl with the hard earnad nprovemeants in lerms

and cordions of recent vears genersily being manizined.

The combined operating alio was S0.8% compared
wilh 90 2% for the same pariod fasi vesrn, The slig
deterioratior in the combined operating ratio ref
Lalty pramiom sate reductions, lwo property risk
ses and addiionst risk marging inchaded in curstanding
wms i the hall vear [nsurance profil increased by 29%
1o $182 million ar, 28 & percentsge of net ezmed sremium,
it improved from 14.5% 1o 16.8% . The acquisiticns made in
20085 have performed in ling with expectations

The clzims ratio was 63.1%, up shghtly From the same
period fast vesr for the reasons highlighted in lhe previcus
caragraph, ILis pleasing to see atinnonal loss ratios remain

low even though premium rates have reduced in the past

18 maorths for most of the o underwrisien by GIE.

The comaussion ratbo was 18 8% compared with 185.6%
Tor the game penod last vear, The ~>iI(;1L‘T increase s due
1o the changa in mix of business, The expense rabio was

QBE insurance Lioyd's Eurcpean
{Europe} division operations
2005 2005 20086 2008 2006 2005

Gross written pramivm Shvt

1,407 1,867 1,292 3,037

Gross earned premiom

1,338 1,201 1.015 2,481 2,153

el earnad premiem

1.081 EX 877 BB

1,858

Chaims ratio

63.1 G2.7 58.9 a8

61.3 639

Commassion ratio

5.8 5.6 214 19.2 18.1 1.2

Expense ralio

i1.8 1.5 104 12.2 11.2 120

Combined cpersting ratic

20.8 902 9063 582

906 5248

msurance prelil 1o net esrmned pramiam

16.8 148 15.7 11.58 16.3 13.3

Fortfolio mix - GBE insurance (Europe)

Gross earned premium for the half year ended 30 June

inge

Financial and credit

Maring snd aviation

Accigent and health

Bieodsiock

Property treaty

Property facuitative snd direct

Wiorkers' compensstion

11.3 14.7

Maoter vahicle

219 154

Casually

2.1 5.0

Plbriciproduct i

16.5 19.7

Other

2.7 3.4
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1.8%, unchanged frem the same penod fast ves y
i expenses from the syner follow:ng the restructures
i 2004 an0 2008 were offset by the cosl of Implemen
newy | T aystenys and the further rationafisation of praem

i

Current pricing 14 et Lo maet the prolil reguiremants
of the migiorily of our portfolios, We are confident thst

WS LN MAintsin i—sl'OI"J combined aperating ratios

farge losses and calastrophes

3
cant allowancs in cur insurance

he manager of cur Llovd's syndicates ang provicer
of arourd £1 billion of capacity at Lioyd™s for 2006,

(_fo:,t> wITEn pramiun was uw 20% and net samed

A5 U 12% Lfox-\-"[h was assistaed by the
increases o premivm rales for catastiophe expeseand
Broperty, Manne and e g\,r rigks and the trangfer of
treary reingurances business from GIE. Premium growth
has beer heid back shoktly by our decision ic cancel some
:3tropI“e exposed preperly and energy isks where the
rengiartis for the risks were not deemed to be sufficient.

in parlicwdan we redieeed our exposire 1o US nationwides
BTOLerty rainsuUrans g c cerlain types of property riL‘skL‘s in
wird mxposed terr i Dnergy BXposUres in the

Gulf of Mexico, Net gamed i has bean alfected by
the new sucla s urémr;fa 1o o captive SLirr,
Equalor Re.

1

The cominned opearating railo was an excetient 80.3%
corpared with 98,29 for the samea pariod last yvear
ingrance profit mereased by 48% 10 138 millior or 18.7%
of fet earrad premivm comparad st 1.8% Tor the same
B aar. Tha claims ranho reduced from 64.8% te
Ga, The imoroved claims ratio reffects the condinued
vy attritiorai claims, a refatively fow level of catastrophes
in the Raif vear and the abgence of upgrades of o US
E 31T GrovIsion i 5. Riskh
mar{*nw in owtglanding caims I“ ave been increased.

The commission ratic was 21.0% comparad with 19.2%
due to a slight changs in mix of business, The expense
ratio was lower al 10 4% compared with 12 2% fasl year,
refllectng savings from Hhe management restruciures in
2004 ana 2008

The substantal increases o premium rates for catasirepha
exposed property, maring and energy classes have enabled
o 100% ownad syndicates 1o nCTeasE Our premivm
expectations by 4% for 2008, Rate reductions for the
non-US casualty portfokes undenanitan by cur

Fortfolio mix - Lloyd's division
Gross earned premium for the half year ended 30 June

Professionst indemaity

G9% ownad gayndicate 388 have been broadiy in line with
plan reftecting the anticipated increased compelition in
rEsE0 h marging and lower claims cost of
rECars year‘, qur enl pramium rates remain sofficien:

1o meal the prold requiraments For the majonty of our
portfolios,

anicd cur loweer risk

The strenglh of ouw insurance
proiae together woth our feading position in the Lloyd's
kit give us confulerce that we will achieve our Fuii
profiz targels, subject 1o the ususl cave rEEpect
farge losses and

Surirnary

The restructure of owr Eurepesn operabions during 2004
and 2005 has enabled us o achieve s number of syrergies.
We axpect further axpenge redactions o be reabsed in the
next few years, We have successiuly merged gseveral of
aur remsurance prolections, censclidated our management
teams and pré’lw-s a5 i the UK and have bean succassial
wialh [he shimplemeniation of new (T syslams Lo maat
our fudure neads.

Drverall, premiwm raies have increased during the half year
h\,r more than expecied whan we announced our 2008

sulls, Ve have been abie o incres ricing signif |ch|1‘[|\,:'
in the rophe exposad property and fmo{gv pors
and, a1 1 10E Tine,
higher deduct
ke ew“'cJ for L

Umph—h(m-w, sia =¢>l|f"1| ||“{orn“ o 19 enczi‘.)'ée L5 Lo
maniter zad manage the impsct of price movements on

our attritional loss ratios.

i
iy hire

We continue to fook ata number of
achieve growih for 2007
a newe Leam which will b
from ® Oclober 2006 7
penaral aviaton, a new 3 For our Londor
aperation but ong which OBE has succes
the APACE division for a rumber of yvears,

opporienitie
Wide have been fortun
I g aviation b
| e predormananthy on

LlEy wrivien i

Az owith elher eperanens in OBE, insurance liabilites
Pallowance for large logses and
strophes m the second half of 2006 This, ogether with
the quakty of our portfelios, grees ug confidence regarding
our performances for the rest of 20068 and the achisvemeant
of gress writien premicm of around 357 billion,

14

2008 2005

af"a “)’f o

Maring snd aviation

15.3 12.2

Property

43.1 24

Casually

27.3 4.

Motor

Other

7
g
0.6 3.3
2.9 1.2
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the Americas

1BE the Americas compnses general insurance ancl
reinstrance businesses in the US and g numbier of ceunines

i Lalin Amarics.

The combined operating ratio for the half year wes an
axceient 99.0% comparad with 8329 for the same senod
sl vear. The combinad operating ratio reHects carefal
selection and growth of our pramary insurance busmness over
the past five yaars shed] by rate incr foor ther majorily
ol products duning the half vear, Overall premiun: rates have
sigmificantly incresged since the hurncane logses in 2008,
mzurance prefil was w B8% to 368 millien, or 12.8% of net
garmed oremiam comparad with 10.1% for the same panod
fasl yesr,

Gross wrilten premium ncreased 28% o 3982 million and
net garnaed premdm rcreased 5a% o 3548 milkion. The
subslantial increase s due to acguisitions made in 2008 and
the incresse in premam rales, party offset by incressed
comgatiticn i some of our regional poriiclios in the US, The
higher growth in nel eamed premium comparad witk grosg
written pramivm reflects reduced proportional reingurance
ceded and the lower cost of reinsurance for the acguisilions
madie in 2008,

General nsurance business now reprasents 76% of gross
wribten pramiem compared with 71% for the same peariod
last year. Thig 2 i Hine with cur strategy and 3 mainly a3

a consecsuence of the aequisiton of the Mationai Farmers
drior Progesty and Casualty Compamy {"MFL"Y and Central
de Seguros ("CBE Colombia™) in 2005 and our continued
fecus or Building owr general insurance business threughout
the Amencas. As 0 previous vears, many of our general
insurance programme porifclios continue lo he prolecied by
preportonal remnsurance with highly rated reinsurers.

The clarms ratio Tor the Ralf vear was 57.8% comparad
with 62 0% for the same period last year, The 2003

2004 and 2008 un Airg years conbinue to praduce
exceient resulis while vear to date reported claims for

Key ratios - the Americas
for the half year ended 30 June

Gr

2006 have been much lower than expectad. The
ratic for the haifl year s alter increasing risk marging i
outstanding ciaims.

The commuission rate was unchanged rom the same period
bst yvear ab 24 2%, The expense ratin inereased from 7.0%
1o 2.0% maily due to lha @l preporten of general
maurance busmess ollowing the acouisition of NEU ana
ABE Coloming i 2008,

Al our general insurance and reinsurance portfeiios in the
U5 and Latin Amenca produced insurance profiis for the
nail year, Our newy acouisitions, NFU and GBE Colombis
produced comibined opersting aties of 84,2 el 94.0%
rizspacinely.

We continue o focus on dnargiboation m selected
regionsl pertfoiios in the US and Latin America that are
refairvely stabile over fonger periods and nol exposed Lo
marke: cycles. In support of this strategy, we aremn lhe
process of goguiring a pertlobo of farm ard sgricuiturs
inslrance husines: e i 1 states of thae US.

Dhveerall prentum rale moresses achisved are ahead of plan
dusirg the st half of 2006, We continually review our
exposure o catastrophes and vary our underwiiling strategy
arl rigk epeetite 1o improve he reward for ihe nsks we
underwrite throughout the Amencas, We are now perceived
as & leader i the segments of the market i which we
operate, We continue lo aveid wriiing long tail US cesualy,
inchuding US workers' compensation busmess,

We are on target to produce arcund $2.0 bilion of gross
25 for large ios
1es rernain pradent
ce

=t

arel catastrephes in cur Insurance lak
arl comprehaensive raingrance proleclions are in
for the second hail of the yesr The continued strong
underveriting performances from our various teams give
us confidence that the Amencas wilb again achizgve iis
wrofit targets for 2006.

i 203 G2

el earnad premiem

Eh B46 385

Chaims ratio

Yo 57.8 £82.0

Commassion ratio

Yo 24.2 24.2

Expense ralio

Yo 9.0 7.0

Combined cpersting ratie

Yo 91.0 932

msurance prelil 1o net esrmned pramiam

i) 12.5 101

Fortfolio mix ~ the Americas

Gross earned premium for the half year ended 30 June

Property

2006 2005
Y k]

Casually

)
¢
|

22.5

Maoter and maetor casuaity

16.3

o
(%)

Accigent and health

13.¢

(9]

Woerkers' compensation

3.0

Other

[l Bl e
|~

6.9
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Investments

Groas investrment income for the haif year was $403
rilizen comparad with 3409 millian for the same period
last year, The gross vield was 4.8% compared with 5.2%.
The carrent gross yield is below our full vear larget of 5.0%
f1"d||"|\a' duie to lower gains on our eauity portfche. Gross
tment meomea inckides net realised and uarealised
andd losges on egu CRealised and unrealisad
paing on egaities before tax were $15 million compared
with gains of $55 millen for the same period fagl vear,
imvastment inteme nay been & w0 by higher interest
rates, our short duration faed il‘ar‘orne sirategy and 1he
active managerment of fxed interest portfolios. Interest
INCONe was uh 21% 1o $240 million,

Met mveglment income Belore tax for the baif year, which
1 nel of borrcwing costs, cxméngﬂ gains ardl fosses i
vesTmeni exsenses wias Aily down from 3337 mlllloll
1o $237 aullion. The lower gaing on esuwties compared
vl | me period st year held back the growthin
invesiment Ncomea.

Cash How for 1he six months and exchange rale
movements resuited i net inveglad funds increasing to
S16.0 billion at 30 Sune 2008 compared with 315
at 31 Dé:LemtJ(zr 2005 We condinue 1o maintam & poloy of
ﬁm'c?mg Hries with assely of the same currency and
managing &t “radeabls” oversesy shareholders’ funds
ack inte Australian dellars.

lnvestment income
for the haff year ended 38 Juns

We outperformed the cash and Faed interest markets
due to our shorl duraiion stralegy, however we
undlerperformed on eguities because of our stralegy to
remsin under-imeested for the majority of the ksl y(zﬂ
Wie incressed cur exposure to aquities frem 3.8% of cur
totat investmeant portfeolio st 37 Decamber 2008 10 8 0%
at 20 June 2006, Dunng the penod, 3 substanbai portion
of cur eglily porlfolio was grotected agamst upward
and doeenveard movements of the maier stock exchange
indices by derivatives

Our fowe Tisk absolute relurn strategy remains i place.

in the carrent ervironment, 1his means @ retatively ahosy
duratien xed income "‘Ul'l.r(,hl’J of G.8years, and gradusily,
or 8 selected hags, re ng eur egLaty portfolio neld
mainly 1o suppert our sl noldars’ Bncs

1o ao more than 10% of totat ivveatments and o

The recent moraases Innterest raies on our subslantal
U5, UK and Australian cash and Bxed interest portfolios will
aszinl investment inceme in the next i maonths, We will
coertinue to acbvely manage ouwr investment portfolo in hng
with cur low sk absolute return strategy. Subiect o there
Being no mataral B2l mequity markets, we are conficent
of o further imgrovemant in overall invesimant yields and
nvealment income n the second haif of 2006,

2008
38 S

Svigle

iniaragt

DERer incoms

22
340 287

369 215

Realised gamsg on hxed mterest securnities
Realged gansg
Urrez

U

a1 egaties

isel osses) gaing on Tiked interest securikes

ised fosses) gang on equities

32 17
26 38
{13} 27
{11} 17

Nel fair velue gang on Tinancial assets

34 G4

irvestnent 10Come

403 A0

Total investments and cash

34 June 2006
B8] B

31 December 2005
M b

Cash and cash eguivaiens

Short term moneay

Flxed interest securnbies snd elher
Eguities

vestment preperties

1061 6.0
8,292 471

1,782 9.6
71,172 395
7,746 42.7 7537 429
1,461 8.0 &4 38

34 0.2 33 0.2

Total invesiments and cash

18,165 100.0 17 5ET 1000

Murket vatue of aguities
as at 30 June

Australian dollar

Market value of totad investments and cash

a5 at 30 June 2008 20605

e ko

A

Fi ar ol

UE dallar

S doliar 26 22

Sterling

Sterling 34 5

Other

Dther 12 12
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Directors’ report

far Lhe bl vear encled 50 June 2008

Your directors presant they report on the consolidated entity cersist
controfed at the end of or during the haif vear ended 30 June 2006

ance Group Limiled snd the antities it

Cireoiors

The feilowing direclors held office during the kalf vear and up Lo the date of this report:
4 Cloney {chairman)

LF Blessel AR

The Hon NE Greiner AC
IF Hudson

84 Hutchinson

CLA drivy

ML Lee

M O Halloran

Consolidated results
for the haff year ended 38 Juns 2008 2005

REVEN

Premium evanie §,532 4,357
DEEr revarnue 1,018 T80
Nel fsir vatue gams on fingncial assets 34 54
vestment income - ABC Tinancial assers pledged for funds a1 Lloyd's 88 &0

§,072 5,265
EXPENSES

Datwarel seinsurance praminn: expanse 934 (L)
Gross clams moarsed 2,968 2606
Diher expansas 1,205 1.048
Expanses ~ ABC securities for Tundds a1 Lioyd's 99 i¥)

STI0E SOEHE 57 &5
Piofit before income tax 803 675
HIComE 18X exXpenss 214 81
Profit afier incomie tax 5495 A4
MNeal proft abiribulatkle 1o minenly mberest 4 3
Mat profit after income tax attribatable to members of the company 591 450

Profit

Thie directors are pieasaed (o announce @ 20% ircrease in net prohis after ircome tax Lo S5%7 million for the Rall year
ended 30 June 2006 compared with $491 million for the same pericd last vesr The sigreficant increase in grofit refiects
ihe benelif of the Groug's geegraphic spread, product divers
INELTENCE MAarging.

fication, premium grewth from acau:

ns anc impreved

Dividends
Thie direciors are also ple 1 lo #raounce a 21% inc

T irslenm clividard

1 10 the internim deadend 1o 40.0 centa per share, 80% franksd.
for the same pencd lBst vear was 330 cenls per share, 50% franked. The dividend pavout wii be 8322
mllazr compared with 3284 milkorn Tor the same period fast year The Dividend Eectien Plan snd the Dividend Remvestment
Plan have been suspended duwe to our strong capital adeauacy.

Shareholdars” funds
Sharehelaers” funds moreased from 35,093 metion at 31 Decambier 2005 1o $8 8685 million 21 30 June 2006, The nember
of shares advised 1o the Australian Slock Exchange increased frem 784 midion at 31 December 2005 o 804 million st

30 dune 2006 mainly due to e reinvestment of dividends snd the issus of shares under stafl incentive plans,

s CGirou 2008 faif vear report



Raview of operations

Gross sarne prem

warm: was 34,952 mifion, an incresse of Yo over the same period 1ast yearn Premium growth was
assigted by the accuisitiens made n 2008 moreved customer selarlion snd an overall increase In premium rates shead
of expeclations. Nel sarmed premium incraased b 83,998 midlion. Relnsurance cosia redaced to just less than 18%
of gross earned premiuny ever though we meorred higher reinsurance cosls o prolect euwr ineards reinsurance business
and o stightly reduce our maximum event retention a3 4 percentage ol ret earned premium comparad with 2008 lavels.

145

Thie ratio of clain r:omm'%
willy 30 2% Tor tha same pe
vadrn The mprovernent in fhe net claim

5 rabe was assisted by Uv‘{‘l’:l” ||;L,re'nu—‘ i p*(:rer T rakes and LI & corlinuad iow
frequency of clams, The correnigssion ratic ncressed from 17.0% 1o 17.6%, refllectng a change tI“ae ITiEK o'l "‘LI“)‘H‘. 255
The expense ralio was 12.0%, down from 12.3% for the same pericd laal vear Tha reduction ref
from acguisitions and restructures, partly offsel by increased costs of implementing rew systems in many of our
Dperaions.

Australia Pacific Asia Central Europe
AL

ir

tarance cembingd opes
The re efited from a cantinued focus on
ratios. MNet earnad premaum of $1,03%
and organic growih were partly oHsel by an overall reduction in
petition. T s oratie decressed from B3

) ratio was 82.7% compares '-\-"r‘li1 86 2% Tor he same period last vear
surance profl ok selection and tha control of attritional loss
5 U 3% from the ) *‘)ehrloc‘l bant year Incressed customer retenson
urrates to reflect our lovesr cliims cosia and
T o BB 2% The commission ratio decressed from 14
neies 10 2004 ana 2008 The expenss ratio incressed from
aoodue to merging |7 svslems and the expenses of The new agencies,

3% o 13.1%

The ciaim
mcw]ly due o henelits from the acou
12 8% to 144

2,

fien of Lil"o(‘lti‘?"."'."flf‘ﬂ(} e

cific Asia Central ELE{{.’J;’)P combined opersting ratic wes 83.0% compared with B.8% for the same penod fasl year Net
saraed premdun ner y 2% Lo $265 milk 3 fed by sncreased competition, particularty = Asia and
New Zeatand, The claims !'c-z'lio decressed from 44.6% o 40.8% refleciing cur focus on controfing atintionst loss rabos,
The commission raiio increased slightly from 19.2% {o 19.6% due 1o higher agency commigsions and the expense ratic
redlicad fromy 25 0% io 22 8% Expenses beneliied from busmness improvemmerst serity offset by higher
costs of the mtial implemartation of new T systems in the majority of coantries in which we operate.

European operations

This division comprsaes cur company operasens, GBE Insurance (Zarepel, and our Llowd's business,

OBE nsurance {(Ewrope), which has opsrations in the UK refand, France, Germany, aly, Luxembourg and Spain,
reported nat e 3rned premiurm growth of T1% 1o $1,081 millien mairdy due e acquisitions in 2008, The drvision groduced
a combined operabing ratio of $0.8% compared with 50.2% for 1he seme penod fast vear. The skahl detenorasen rellects

caslalty premium rals reductions, Lwo large property risk and additional risk margirs in owslandng claims, The
nét clamms raho was 821%, up Rily from the same pencd lest year, The commission ratio increased slightly from

15.8% to 15.8% lrom a change in the mix of business, and the expense ratio was unchanged al 71.8%. Sawvings in
expenses from the synergies following ihe restractures in 2004 ana 2008 were offsel by the cost ol implementng new
T s a0 the raticnahsanon of pramises
tloyd's division combined cperaimg abio was 90 2% corr b 98 2% for the same period lass Ml earmne
presTium increased 12% 1o 8877 million, assisted by inore sraminm rates for catastrophe exposed properly,
maring and energy naks and the transter G| remnsurance Buesingss from QBE Inswrances (Europel The claims ratie redaced
from 84.8% to 88.5% reffecting the continued low level of attritional claims, & relatively fow level of catastrophes in the
half year and 1he absence of upgrades of old US casuaity claims provigions i runoff syndic <J'es The commission ratio

! e o 21.0% from 19.2% due 1o o slkght change in the mi of business. The expens sed from 12.2%
2 SEme period las ar 1o 10.4%, reflecting ssvings from the mansgement restraciuies in 20062 anc 2005,

Tor i

the Americas

is division reperted net earred cremium growth of 84% 1o 3546 million due 1o acouisiiiors made i 2008 and the

age i premium rales, partty offsed by increased compelizon in some portfolics. The combined operating ratio

was 91.0% compared with 83.2% for the same perod ast vear, reflecting careiul nsk selection and & continued low
Trequency of claims, The net clainms ratie redaced from 62 0% to 57 8% The cormmis arged at 24.2%,.
The expense ratio incteased from 7.0% 1o 2.0% mainly due o the higher proportion of genersl insurance buginess
folowing The acguaisitons in 2008

100 AL Wirs U
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Directors’ report continued

“

far Lhe bl vaar encled 50 June 2008

The provision for eutstanding claims 14 determined alier consultazon with internat and external aciuanas, The
oulstancdng clams assessment 1akes inlo account the stalistical anabrais of past clims, afowance for clams mearred
Bul not reporled, recovenes and fulure interest and inflation factors. The Australian Prudertial Reguiason Aathority
UAPRA" crudential standards provide that, for our Australian licensed insurers, outstanding claims should be sel at

a level that srovides a prebability of al least 75% that the provision for outstanding claims will be soequate to setle

s direclors consider that risk marging are reguired
tenoy claims, changes i interesi rates

claims oy they become pavable in the fudure, Ag in previous yes
ir aadition do APBAS mEnimum requitenients o cover uncarts
and superimposaed inflaton. The direciors have satisfied hemsebves that the Group's outstanding claims provis

substantially excaeds APRAS minimum regairement,

s guoch A5 i

MNet investment income fell 2% 1o 3321 million. The fower gains orn egquities compared with the same period last vear
Fair value gaing before tax on equities of $156 million (388 milker gain for
e period Est yedr)

olr)
PEENS

held back growth, The result includes ne
the same period {ast vean) and foreign exchange gans of $14 million (39 miion ioss for the s
The gross inwve

cormared with 5.3% for the

trent vield belore borrowing costs, exchange gains sad losges and nvestment expenses
e pared last vearn

=

Ingerme tax expense for the period reduced sightly 1o 26.8% of prefil before wx, primanly due o profils miower tax
paying countries,

Auditor's independence declaration

A copy of the autor's ndependance declsration as reguired ander sectien 2070 of the Corparaticns Aot 2007 1w sat cul
on page 17,

Rournding of amounts
The company is of & kind refermed to in the Austalian Securities and Investmenis Commisgion clss orgder 380100 dated
10 Juby 1998 (as amended by class order G4887 dated 15 July 20045 relating to the "rounding ofl” of amounts in the

consoliclated financist statements and in the directors’ report. Amicunis have been roewmded off m the finsncial report and the

directors’ report to the nearest millien dollars i sccordancs with that olass order

Signed in SYDNEY this 16th oy of August 2006 in accerdance with & reselution of the directors,

4 Cloney Fa O Hallosan
Srectlo: Directo:
LBE na s CGirou 2008 faif vear report




Auditor’s independence declaration
Ly tead auditor For the review of OBE nsuranc
st of my knowledge and bebel, ther

@ Group Limidted for the hall vesr ended 30 June 20081 declare that, o the
3 Py DRan:

fal no contraventions of the auditor mdependence resuiremeants of the Corporstions Aot 2007 1n retation 1o the revievy) and

sional condiect in ralation to the revies.

i no cortraventions of any apphcable code of profas

This declarstion is in respect of OBE insurance Group Limited and the entites if controlled during the period,

?r f Cawod

icenvatarhouseConpars RD Deutseh
Partrer

Syrlney, 16 August 2008

Lrabyid

y limited by 8 scheme approveds under Professional Standards Legistatic



Consolidated income statement

far e hiall yaar soaded 30 June 2008

2006 2005

REVENUE

Prarmium evanie 4932 4,331
D8hEr revarnue 1,018 T80
Nel fsr vatue gaing on financial assets 34 54
vestment income -~ ABC Tinancial agsers pledged for funds at Lloyd's 88 &0

2 6,072 5,265
EXPENSES

Dubevarsd reinsurance pramiun expense 934 B25
Gross clems incursed 2,968 2 B0E
EhEr expensas 1,208 1,048
Expnaes ~ ABC secunties [or funds st Lioyd's g9 &7
Finance costs 57 &5
Piofit before income tax 3 809 675
HIComE 18X expenses 214 81
Profit after incomie tax 545 A4
MNeal proft abiribulatkle 1o minenly mberest 4 3
Mat profit after income tax attributable to members of the company 581 450

Basic sarmings per shara 4 746 G54

SHluted earnings per share 4 7.0 G085

The above conselidoted meeme statement shodd be resd in conjunction with the sccompanying neles.

Froe 2006 falf vear report



Consolidated balance sheet

at M e 2008

CURRENT ASSETS
Cash and cash eguivalaents
Receivables

Remsurance and other recovenes on oulstanding clams

Deferrad insurancs costs

i Fair value through the mceme statement
ancial instruments

Curreny tay aasels

Oither clarant sssels

Mote

30
June
2008

3]

1,752
4,966
1,396
1.65%
8,233

65

31
December
2085

34|

Tatzal current assets

18,072

16,968

NON-CURRENT ASSETS
Rensurance ard other recovenes on oulstanding clams

Financial 2esets at fair value through the meceme statement

Irvestrment propearlies
ABC fnancial assets pledged for funds al tloyd's

Propersy, piarl and eguipment
Irtangible assels

Deferrad tax assats

Defined henefil retirement surpius

by

Oither non-current as

2,823
8,146
34
1,040
247
1,389
52

16

35

2.856
7082
33
1032
232
1382
a7

2

1

Tatal nen-current assets

13,785

12,697

Tatzl assets

31,857

29 668

CURRENT LIABILITIES
Trade and olher payailas

Custanding clams

Unearned premicm

sy listilities

Curreny
Frowvisions

1,585
5,168
5,135
400
75
189

2

1,082
4,504
4,087

400

Tatzal current labilities

12,554

NON-CURRENT LIABILITIES

Gurstarding clams

Deferrad tax
Provisions

Defined benelit retrement obigations

10,548
1,763
63
9894
245

51

14

10,179
1730
29
1015
251
iz
jsis

9372
1,742
13
992
192

222

Tatal nen-current liabifities

13,676

13,434

12,590

Tatal lizbiities

26,230

24506

22,819

Met assets

5,627

5,158

4,548

EGLITY

Share capital

Eguity compereant of hybrid securities
Reserves

Retained profits

3,335
108

{5}
2,127

195
108
20

1510

&

Shareholders’ funds

Fdinerity mterast

5,565
62

REN
{515]

]

Tatzl eguity

5,627

159

]

The sbove consoldated batance sheet should be read in conjunclion wilh the accompanying notes.
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Consolidated statement of recognised income and expense

far e hall vasr ended 30 June 2006

2006 2005

AMOUNTS RECCGNISED i EQUITY

Met ncrease (decrease] i foregn curency translabion resemsve 8 RV
Actuarial gains Hosses! on defined benellt refrement obigations, net of tax 15 203
Cash How hedges, net of 12x 7 [y
Emplovers share eptions, nat of tax - 1
Met ncomes fexpensel recognised directly in Bouity 33 (28}
AMOUNTS RECOGMNISED N INCOME STATERENT

Fredit afier income Lax 585 484
Total recagnised income and experise for the period 628 468
Almibutable o

Equity hoiders 624 465
lirority interest 4 3

628 468

he above consolidated statement of recognised income and expeanse should e read in cergunction with the
= H
E}CL“(_}I'ﬂpffJﬂ\fil'!Q Aol

s CGirou 2008 faif vear report



Consolidated statement of cash flows

far e hall vasr eeded 30 June 2006

OPERATING ACT 5

Framium receives 4,918 4,338
Reinsurancs and ather recovenas received 762 427
Cruswards reingurance poid {885} (781
Claims pand {3,006} i12,206)
Imsrancs cosls paid {1,034} (A6
Other undensriting cosis {412} {207
Interast raceived 318 276
Dividends received 19 21
Other aperating income q 1
Gther operating payments! {147} )]
Interast pail {35} A0
Ircome wxes paid {191} (1073
Met cash flows from operating activities 322 672
INVESTING ACTIVITIES

Frocesds on sala ol equly investments 1,684 393
Procesds on sala ol investment properly - 1
Frocesds on sala of preperty, pfant soo eguaipmeny - 1
Fayments Tor purchase of equily investmeants {2,431} (371
iPayments ford preceeds frem forgign excharge ransactions {45} 126
Procesds from {payments for) purchase of other Bnsncial assets 1,376 {350

Farchaze of controfled en {nel of cash acgu {13} 142
Froceads on dispesal of conirolied enttias 4

FPavments for purchase of invesiment property {1}

Pavments Tor purchase of property, plant and aouipment {20} 136
Met cash flows from investing activities 545 (2273
FINANCING ACTIVITIES

Proceads frony issue of shares under stall share scheme 34 9
Share issue expenses {3}

Dividends paid {175} {107]
Met cash flows fraom financing activities {1443} [N
NET INCREASE i CASH AND CASH EQUIVALENTS HELD 723 387

Cash and cash equavalents &l the beginning of the half year 1,061 1121

Effect of exchange rate changes on epening cash and cash eguivalents {32} 14
Cash and cash eguivalents at the end of the half year 1,752 1,492

The sbove consoldated statement of cash Bows should be readd i conjunciion with the accompanyng noles.

P Current year includes paymants of $128 million to furd defined berehi setirement ehligations.
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Noies to the consolidated financial statements

far Lhe higl vear ended 30 June 2006

1. Basis of preparation of half vear financial report
This gereral purpose consclidated fnancial report for the half year ended 20 June 200
with: Accounting 3]

8 has bean prepsred in accordance
artl AASE 134 Interim Financial Reporting and the Corporations At 2007

The Bnancal repart for the ket vear endad 20 Zune 2008 does nolirciude sl the netes normally mciuded inan snnual
financial report, Accordingly, i 1s recommaended that this reperl be read in conunction with the ennual report for the
linancial vear ended 31 December 2008 and any poeblic announcements mads by OBE insurance Group Limited and s
controfied entlies {"he consolidated entty ™) duning the half yesr in sccordance with sny continuous disclosure obigations
anising urcer the Corporgbions Act 2007

The aocourting policies adopied are consisient wilk those of the previcus Binancial yvear and correspenrding interin

reporting periodd.

PAY Australian acoounting standards issued but not yvet effective

Title Operative date

051G Amendments to Awstraban Accounsing Standards (AASE 132, AASE 107, AASE 1134,
ABEE 11T AASE 133, AASE 138 AASE 1, AASE 4, AASE 1022 and AASE 1038} 1 darwary 2007

AMEE T Financial nstramants: Dsciosures 1 danuary 2007

1 oraa

These amendments gre nol effectve for the year ended 31 Decermber 2006 and have not Deen apphed in preparing the
conaolicated ennty's Bnancial statemeants, The impact of the appiication of thess standards s disclosure onby

Y R .
The consolidated entily wiit apply these standards for the annual reporting perieds beginning on or afler the operative dates
st oul ahove.

2. Bevenue

2006 2005

Revenue from ordinary activities
DHrect 3,766 3457
frwvarol seinsurance 1,168 s r

4,532 4,221

Othier revenue

Reirsurance and clhear receverias 6535 465
mreregt and dividend income 369 215
Foreign exchange gains 14

1,018 TH0G
Nel fair value gaing on financial assets’ 34 54

vestment income -~ ABC Tinancial agsers pledged for funds at Lloyd's 88 &0

Revenue 6,072 5 ZAEE

Plreludes realised pans of BE8 million (2006 $58 mikonk

s CGirou 2008 faif vear report



3. Profit before incoms tax

Gross wriilien pramium 5,656 5123
Lresmead premium movenmeny {7243 rait
Gross earned premiom 4,532 4,337

Datwared reimaurance pramium {1,083} {93y
Sefarrad reinsursnce premivm movamant 149 143
Dateearel seinsurance Draminn: expanse {934} {B25
RNl garned premium 3,598 2 EGE
Gross claims incarred {2,668} 12 BOAL
Rainsurance and elhar receverias 635 465

MNel olaims incurred {2,333 12,141
Mal commigsion {702} (!
Diher acauisition costs {259} {225}
Undlerariting and oiher expenses {2223} {2058

{3,516} i2el

Underwriting profit 482 335

mvestment income on poelicyholders’ fands 266 214
Inisurance profit 748 587
mvestment income on shareholders” funds 65 123
Amortisation of intangibles and mpairment of goodeailfintangibles {43 [
Profit before income tax 809 675

4, Earnings per share

2008 2005
Cents {enis

Asie Sarnings per shara

5]
Siluted earnings per share 1.0 G508

5M S

Reconciliation of earnings used in calculating earnings per share
Nel profit alfer ncome lax aitnbutabie o members of the company used in calculsting
Basic earnings per share 591 447

Add firance cosis of hybrid securities % 3

zaraings waed in calculaling dduted saraings per share 592 A4

Millions fftillions

Welghted average number of ordinary shares ased as the denomingtor in caleulaiing:
Basic earmings per shara 781 TEQ

Siluted eamings par share 834 212

Hybril securilies have been trezted as diluive i the contngent conversion condin
teg had heen considered diutive 8t 30 June 2008, and applying s
dilzed earnings per share would have been 891 cents (2008 59.2 cents).

hyhirigd seci

Wizighted average number of ordinary shares reflects shares adgjusted: (ah to derecognise shares msswed under the Employee
Share and Oplion Plan {"the Plan™ and (b to reflect the eimingion of own shares. Basic eamings per share calculaled wilh
referance o issued share capita! nolified o the ASX would have Deen 735 cents (2008 846 cents), Refer 1o note 5.
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Notes to the consolidated financial statements continued

far e hall yvasr erded 30 June 2006

&, Share capitat

suaed ordinary shares, fully paid . 7 96
Dwen shares’ {18
3,335 2,965

Mumber of
shares
4840 B

Issued and fully paid at 1 January 2048 ., 2,780

Shisres maued nder the Employes Share ang Gption Plan 2257 13
YVendor oplicns exercised 5B&

Shares maved urder Dividend Bainvestment Plan

=]

Shisres wwoued uncer Dividend Election Plan

it
i
)

O [ Gy L2 O
I}J

Shares &9

anuet! o holders of hybrid securities

T4
[ux]

Sheres smsued under e long term incentive schems on vesting of cenditersl rights
Issued and fully paid 2% 30 June 2005

3
o
e
=33
L]

2,965

Issued and fully paid at 1 January 2006 785,294 3,185
Shares i

suad urder the Employes Share ang Sption Plan 1,024 7
Employes options exercised 3,379 30
YVendor opliens exercised 332 7

reg tnoed unoder Dividend Bainvestment Plan 5,741 117

sued Lrder Dividend Election Plan 473 -

sz igsued to holders of hybrid securities 55 -
Shgres isued urder e long term incentive scheme on vesting of cerditersl rights 238 -
Share isgue expanseas - {3}
Bonug shares 2 -
Issued and fully paid 2% 30 June 2006 TO6,535 3,383
Shares nolified 1o the Australian Slock Exchange 803,730 3,414

557 Plan shares subject o non-recourse ans, derecognised ander Australian GAAP {7,195} {613
Issued and fully paid 2% 30 June 2006 706,535 3,353

D shares repoesants shares purchasad by Lhe

shares are reduced by hese sharas on sonscli

vacdicaled entily 1o meet obligations endern shara ncantive Hans. lssued codinary
chatiean.

8. Dividands

2006 2005

3 clvadand caid on ordingry shares
19.0 conts (2005 150 cens) 154 114
Linfrarked - 190 cants (2008 150 canty) 15% 114
302 228
Sivigend rainvestad under the Dividens Elaction Plan {10} it
Total dividend paid 292 204

Franked al 50%, -

nal dividerd of $302 millien for 2005 was patd on 29 March 2006, Or 18 August 2008 1he directors declared
anked islernm dividend of 400 cents per share (2008 330 cents per share, 80% franked} The mterim dividend s
$322 malion {2005 $254 million), payaile on 14 September 2006,

Trie company has a Daadend Reinvastment Plan "DRP" andd 8 Dividend Slecton Plan ("DEPY]L Thea direciors suspended [he
2.8% discount on shares issued under these plans in August 2008, The directors have now suspended the DR?
DEP due to the consolidated entily's strong capital adequicy.

aricl he

s CGirou 2008 faif vear report



7. Contingent Habilities

30 31
June December
2008 2005

5M Sk

of credd issued insuoport of th
participstion in Lloyd’s of London

373 235

A controbed entity has entered mto a number of desds of covenant m reapect of s controded enlitl
obigations to Llovd's of Lenden. The total guaraniee given under these deeds of covenant i

s

a5 1o meeat parl of their

5 3415 million ($218 million &t
3% December 20081 The ebigations under the deeds of coverant are secured by a hxed and Hoating charge over certain
imvestments and other asssia in faveur of Uoyd's of Londoan.

8. Segment information

Profit before
Revenue income fax
2008 20605 2008 2005

Australs Pacific Agia Central Europe

1,772 1,782 313 279
3,181 2670 379 228
1,117 £08 70 42
274 148 47 26
{272} £143) -
6,072 4 265 809 675

Euronesn operalions

the Armernicss

Equater Re

Elimination - miemal reinsurance

Total

9. BEvents cecurring after the balance shest date

i duiy 2006, the consolidated entity raised £200 milken through the ssue of nen-veting, non-cumudative perpetual preferred
securiies ("capidal secunties The capital secdribies will

geneatly enlitle holders o receve semi-annual, non-camulative
prefarential cash distibations 51 8 Bxed rate of 6.9% per annum ungt duly 2008 and therealfler coarlery distributions 51 &

fieating rate of 2.9% above the London interbank offered rate for three menth sterding degosits.
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Directors’ declaration

n

The directors declsre that the firancial statlements ard notes set oul on pages 18 to 28
b comply with Accounting Standsrds, the Corporations Reguiaeens 2007 and other mandsiony prefessions reporsng

recuirements; snod

A0 dune 2008 andl of ds performance, as

give @ True and fair view of the consolidated entity’s financial posgition 2
reprasenied by [he resulis of A3 operssens and ils cash fAows, For the haif vear ended on that date,

inthe directors’ opinion, the financial stalements and notes are in accordance with the Corporations Ack 2007, inclading
arclsh and 305 (true and fair view! and there sre reasonable grounds
and when thay becomes due and payabie

sections 304 {compiance with gcceunsng i

T

eliave that GBE Insurance Group Limited wid he able

io pay s debils ¢

Signed in SYDNEY this 16th oy of Aagust 2006 in accerdance with & reselution of the directoss,

4 Cloney Fa O Hallosan
Srectlo: Directo:
LBE na s CGirou 2008 faif vear report




Independent review report

s Ve raenbiers of Q8

sananea Groun Limited

Statement

Based on our réview, which 13 nol 8n sudit, we have not become sware of any maetter that makes us helieve ths
winl repert of GBE Insursnee Growp Limited:

» goes not give g lroe and Fair view, as required by the Corporgliions Act 2007 in Australk
QBE ing nee Group idefined belew) as at 30 June 2008 ard of 1s perform for
v g nol presented in accordance with the Corporations Act 2007, Accourting 5
Reporting and other mandatory fing

nancial position of The
& hail year ended on that date; and

darg AASE 134 Intenm Rnancial
szl reporting recuirementis it Australia, and the Corporations Reguiations 2001,

This statement must be read in conjunclion with the rest of ouw revies reparl.

Seope

The fingncial report and divectors’ responsid

vility

The fnancial repoer! comprises the balance sheet, inceme stat

statemnent of cash Hows, accompanying rotes {0 the firanc
msurance Group ("lhe conseligated ertity”™), for the hall yvear ended 30 June 2008 The consolidaled antity comprises both

QBE surarce Group Limited {"the company”i and the entities it controlled during that hal? vear

emeni, statement of recognised income and expense,
atpiemeants, and the directors’ declaration for the QBE

The direciors of the company are responsible for the preparation and troe and Tair presentation of the financial report in
accordance wilh the Corparations Act 2007, This includes responsiility for the maintenarce of adequate accouning records
and internal controls that are desggned 1o prevent and detect fraad sndd erron and for the accounting policies and accounting

s inkeren: in the Bnancial repert,

astimate

Review aporaach

Bnanci

rencrt with the Australian Securnities

1 A ffflmg Slandards applicatl
S [T GO salstatemantaudil.

We conductad an independent review i order for the company to ledge the
and nvestrarts Commgsion, Our review wag conducted i accordance wilh Aus
review ergagements, For further explanation of & review, wvisit our website ditp:

e tn

We performed precedures in order [o sigle whether, on the bagis of the procedures described, anvthing has come to
our altennen that would indicate that the § cigh report does nol preger iy, i aecordance with the Corporations Act
2007, Accourding Standard AASE 134 infenim sncial Beporsng and other mandatory Fnancal reporling recuirements
in Australia, & view w weith our understanding of the conselidated entit
parformance as represented by the results of 18 operations and cash flows.

G Conisls Brisncial position, an

Wie Tormed our statement on tha basis of the reviews procaedures performed, wihich included
N
+ anaivtical procedure

2 of oo

anil

FAPAY PEFSonn

cfata.

sepied 1o linan
Dur procedures include seading the other information moluded watk the financial report (o determine whather iL containg sny
W

s il the fnancial report,

materal inconsistienc
Trese procedures do nol provide ait the evidence that woeddd be reguired inoan audit, thus the level of

less than That given in an audit, We have nol performed an audit, and gaoccordingly, we do net expre

surance provicled is
AL opinion.

ar

While we congidered 1he elfectiveness of management’s mtermal controls ever finansial reporting when deiermining the
nature and extent of our procedures, our revies was not designed 1o provide assurance on infems! conirols,

Do review did net smvolve an analvsis of the prudence of business decisions made by directors or management.
Indepandance

ional ethical

i conducting our review, we fofowed appicable ndependence reguirements of Australian profes
prereuncaments and the Corporatians Act 2007

?ﬁ'c& J

i

evviterhouseCoopears RD Deutseh
Partrer

Sydney, 16 August 2008

Hily limited by & scheme approved ander Profe rlarcls Legisiati
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slease refer 10 our website

www.gbe.com
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In Z{}{I}Gii QEE celebrates the 120th ¢
founding company, ”%"i & %\Jor%% C’j}u&&-@m Z

wm;?y of the forn
N Insurance f.[':f.,zgf ;}

@k

in TEEZR, James Burng, the foender of Burnsg, Phiin & Co Dimided, estab
a harbous inlhe Far north of Australia, gservicing shipping and lrading on lhe Au.;‘lr:ill:m & &51 coagl cmfi I"*‘I{jhh
ilands, Together walh an agency for the Australian United Sleam Navigetion Co, James Burns shrewdly capii
the growth o trade and marine renspost in the region. Cul of this business was born The North Queenstand Il‘-surc}nr [
Company Limited, formed in 1884 and providing menne insurance cover {or the extensive Burms Philp Heet and

COMMercal interests,

The famous Awstralian artest Tons Boberls travelled aboard the S5 Lusidanag i 1885 when he retirned 1o Austrais alter
feur vears i Europe. His sketches of the crowded deck provided the basis for the painiing below which was completed
i 1886, and capiures the lype of vessel snd passengers typical of vovages up and down the Australisn ceast Trom 1he
Tar Merth Queanslandg ports to Brishane and Sydney.

Tom Roberts sem Engplandg I8NE arfead Aus
CU.’?’?!HQ South 18886 vil on sanvas

G of Cofone! Avfrey 5L Gl

FROZTD el 1837

PGS Head i Europe 18885 ;

EREYROEI

A Anng Gibaon, g

i rnenony oF Aot

; (1BE7
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OBE Insurance Groun Limited

H2 Filt Strast
Sydney 2000 Austrata
Phone +67 2 82378 d444
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fnsurance
Group

MARKET ANNOUNCEMENT

BE ANNOUNCES RECORD HALF YEAR PROFIT AND INCREASED DIVIDEND

QBE Insurance Group today announced that operating profit after tax for the half year ended 30
June 2006 increased by 20% to $591 million. The increase in profit reflects the benefit of premium
growth from acquisitions in 2005, improved insurance margins and higher than expected overall
premium rate increases for the Group.

QBE also announced an increase in the interim dividend from 33 cents per share {50% franked) to
40 cents per share {60% franked}. The interim dividend represents a payout of $322 million, up
27% from the previous interim dividend. The record date for the interim dividend is 1 September
2006. Due to QBE's strong capital adequacy, the directors have resolved fo suspend the Dividend
Election and the Dividend Reinvestment Plans for the interim dividend.

Gross written premium for the half year was up 10% to $5.7 billion and net earned premium was
up 14% to $4.0 billion. Insurance profit before tax increased by 35% to $748 million or 18.7% of
net eamed premium comparad with 15.8% for the same period |ast year.

Operating profit after tax for the half year was affected by slightly lower investment income due to
reduced realised and unrealised gains on equities of $11 million after tax compared with $39
million after tax for the same period last vear.

Mr Frank O'Halloran, Group Chief Executive Officer said *1 am extremely pleased to again report a
significant increase in profit, solid growth in premium income and improved insurance margins
across all divisions.” He added "QBE’s geographic spread and product diversification has been
beneficial with overall weighted average premium rate increases for the Group in the half year of
6.5% being well ahead of our initial expectations of around 4%. The overall rate increases
achieved by our Eurcpean and American operations have more than offset the slight reduction of
around 3% on average in premium rates in Australia for the half year. This gives us greater
confidence for our profitability for the rest of 2006 and 20077

QBE has advised that, subject to unforeseen circumstances, its previous 2006 insurance profit
target of 16%-17% of net earned premium has been upgraded to 17%-18%.

For further information, please telephone +61 2 9375 4216 or email investor.relations@gbe.com.

16 August 2006



