Chalrman’s Letter to Sharcholders

Dear sharsholder,
These interim results confirm that the first haif of the 2005 financial year was a very rewarding period for your Company.

Net profit after tax increased by 47 percent to $413 miflion for the half vear, with good earnings growth evident in each
of the operating divisions.

That is an excellent set of results, exceeding expectations at the start of the year. To put the profit result in perspective, it
is almost four times the $110 million profit result for the December half of 1997, our first full six months after the merger
of Suncormp, Metway and QIDC.

The interim dividend has been increased 1o 42 cents, fully franked, up from 40 cents for the June half of 2004 and up
from 30 cents for the prior December half. The dividend compares with 22 cents a share in December 1997, This is
consistent with our policy of gradual increases in cash dividends,

In response to the strong growth in profit and dividend, Suncorp shares have shown significant capital appreciation.
Taking capital gains and dividends into account, the total shareholder return for the six months to Cecember 2004 was
24 percent, which puts us amongst the top performing financial services stocks on the sharemarket.

A number of factors have combined to deliver these cutcomes,

Firstly, the external operating environment was favourable. The Australian economy is now into its 14th year of growth.
Inflation has been subdued, unemployment is at its lowest levels since 1975, growth rates are robust and interest rates,
while likely to rise, are not expected 1o reach the punitive levels of the past.

Within each of the individuat business lines, the operating envirenment has been competitive, but still within reasonable
baunds,

In Banking, the housing market has cooled from the peak levels of last year, but the so-called "soft landing’ appears to
have been achieved, and aggregate credit growth in the banking industry is now at 8 much more sustainable rate of
12 percent - 14 percent. Bad debts remain at record lows, and there are no signs of any deterioration.

In General Insurance, the industry is enjoying a healthy return to stability and profitability after an extended period of
poor returns and corporate upheaval, Reforms over recent years which have scught to improve the fundamental strength
of the industry and improve the prudential framework have had their desired effect. In particutar, legislation aimed at
reining in the escalating costs of personal injury claims has helped to ensure that consumers have access to insurance at
affordable prices, while insurers achieve appropriate returns for the risks they underwrite. | might add that investmant
markets have produced excellent returns for the General Insurance shareholder fund during the past 12 months - weli
above long term averages.

The positive investment climate also assisted our Wealth Management business, leading to healthy growth in net inflows
of funds under management, which for the group now exceed $12 billion,
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Chairmar's Letter to Sharcholdors (continued)

Even within the context of a favourable external enviranment, the performance of the group has been outstanding. The
operating improvements introduced by Jahn Mulcahy and his management team aver the past two years are now Howing
strongly into the bottom line. This is reflected in both revenue growth and operational efficiency.

The streamltining of the group strategy, the restructuring of the organisation and the strengthening of the management
ranks over the past two years have contributed significantly to the improved operational performance. Bach of the
business fines is now performing well, the problems that were obvious two years ago have been addressed, and the
Company is fit and competitive.

The challenge now is to build on that firm footing and grow the business by successfully implementing the group’s
unigue diversified financial services strategy. The Board has confidence both in the effectiveness of the strategy and in
the commitment of lohn and his team to fully implement that strateqgy.

It is already contributing strongly to the improved financial performance. A range of initiatives is now being put in place
to ensure that we will see good resuits in the future,

That brings me to the cutlook for the rest of the current year. As you can see, the Company had an excelient first half,
And so far, the second half is going well. However, it is uniikely that investment markets will match the 17 percent
returns of the first six months in the current half, That will affect Wealth Management and General Insurance returns,
Simiarly, claims outcomes in General Insurance were unusually good in the first six months. In Banking, the business is
travelling well, but the market is increasingly competitive, putting additional pressure on net interest margins,

Nevertheless, based on the results to date, we remain confident of delivering a substantial increase in underlying profits
for the full year.

Finally, { would lke to thank the management team and all the staff for their excellent contribution. [ also pay tribute to
rmy fellow directars for their commitment and dedication, and [ast but not least, | thank you, the shareholders for your
On-going support.

John Story
Chairman

25 February 2005

Suncorp-Metway Ltd
ABMN &6 010 831 722

Registered Address: Level 18, 36 Wickham Terrace, Brishane Qld 4000
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Managing Director’s Letter to Sharcholders

Dear shareholder,

In the six months {0 December, the market value of Suncorp climbed by more than $1.7 billion. The Company created
wealth for sharehoiders while also delivering benefits for staff, customers, and the wider community.

For Customers, we have made great strides in ensuring that being a Suncorp customer is a pleasant experience.

Cur starting point is developing a thorough understanding of customer needs, then designing products and services that
clearly meet those needs. A raft of new programs has been established to drive a better customer experience. For
example, in General Insurance, we have announced a detailed customer charter, setting out the high standards of service
our customers can expect from us, We have also made improvements in call centre processes, which have meant that an
estimated 90 percent of general insurance call centre inquiries are being dealt with immediately, at the first point of
contact.

Probler resolution also was identified as an important factor in delivering a favourable customer experience. While we
are clearly striving to stop problems arising at all, inevitably they do, and when that happens, we want to be sure they are
fixed promptly and fairly. & new process for dealing with problems has been developed in retail banking and early results
from pilot programs indicated that more than 96 percent of problems are now being resoived inside 24 hours. These
programs are leading to further improvements in customer satisfaction, with our retail banking business now ranking
above alf of the five major banks.

Customer satisfaction {with relationship institution}

Source: Boy Morgan Research Pty Ltd, Melbourns, Australia,
Base: Ausiratians aged 1d+ with gl least 4 trangaction scecunt ai thal institution, Overall satisfaciion is
measured (“very” or “fairly satisfied”]. Time perod: 5-manths moving averages to December 2004,

For Staff, we have developed a better working environment. The new leadership framework has been embedded in the
organisation providing clear lines of accountability and responsibility. At the same time, our people are getting excellent
training suppeort to help them in their jobs. For examgple, during the December half, 9% percent of Suncorp's retaii banking
customer facing staff went through extensive sales and service training, resuiting in significant improvements in sales
productivity and service standards. Branch product sales increased by 45 percent over the past 12 months.

A new certified agreement aiso was put in place in October which provided pay increases for staff and additional benefits
such as additional parental leave and more flexible work arrangements, Staff surveys confirm that employee engagement
levels are continuing to increase,

As one of Australia’s largest companies, we recognise the obligations we have to the broader Community, particularly
in our home state of Queensland. We therefore provide financial support to a range of sporting events and community
activities, For examgple, we sponsor the Australian Rugby Union's Wallabies, and the Bridge to Brishane fun run. We
provide financial assistance for the Youth Enterprise Trust and the Hear and Say Centre, as well as the Queensland
Cancer Fund.

We recently started a new program called “Volunteer Day’ which entitles each staff member to spend one day a year
waorking for 8 charity of their choice. And most recently, the Company made an initial contribution of $100,000 to the
Tsunami appeal, as part of a total $600,000 hitial contribution from our customers and staff. Suncorp is working with
World Vision to identify school rebuilding projects for further contributions.
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Wanaging Director's Lotter to Sharcholders {continued}

By appropriately satisfying the requirements of Custorners, Staff and the Community, the outcome for Shareholders
was a healthy profit result, and increased shareholder returns,

Financial Performance Summmary
Net prefit for the six months to Cecember increased by 47 percent to $413 million.

Stripping out the investment returns to get a better picture of underlying performance, the profit resuit increased
20 percent to $468 million ~ still & very good improvement.

Profits increased substantially across a1l divisions, reflecting the favourable business environment, operational
improvements across the group, and significant progress in implementation of the Company’s diversified financial services
strategy.

The Banking division reported a 24 percent increase in profit before tax to $220 million. Despite & slowing home lending
market, the Company has managed to consolidate the strong improvement in home loan sales achieved in the June half,
and is now outperforming the market. Home loan receivables at December were at $18.5 bilion, up 188 percent from
the prior December, compared with 14.9 percent growth for the home lending market as a whaole,

These results show the successful implementation of a series of improvements put in place in 2004, In particular,
simplified lending processes and increased service standards have improved customer experience leading to a significant
lift in customer retention. In addition, broker distribution networks were strengthened and expanded, leading to
significant inflows of new business via this channel.

In Business Banking, the relationship banking model has delivered growth of 19.7 percent in assets, which was more than
double market growth of 8.7 percent in the 12 months to December. Commercial lending grew by 23 percent, with good
growth in interstate markets due to 3 more sophisticated broker distribution model, and by successfully developing
specialist status in key market segments.

A major highlight of the Banking division during the period was the on-going success of the Company's new initiatives to
grow retail deposits. The high interest bearing Everyday Options (EDO) Account has attracted approximately $1.5 billion
since its faunch in March last year. The number of new depaosit accounts being opened each month has grown by more
than 20 percent since last January, while account closures have reduced by 25 percent.

M feature of the result was our streng margin performance. Compared with the priar December half, cur net interest
margin increased by seven basis points to 2.371 percent, demonstrating our disciplined pricing. We have also effectively
managed the mix of our business towards higher margin lending, reduced discounted introductory product sales and
increased our retait funding base.

In General Insurance, pre-tax profits grew by 59 percent {0 $341 million. The Insurance Trading Resuit {[TR), which is
the basic insurance profit, increased by 47 percent to $213 million, equal to an insurance margin of 17.8 percent of net
earned premium,

There were a couple of important reasons for the strength of the General Insurance result,

Firstly, we achieved good growth in premium revenues. Prices generally were fairly stable during the pericd, so the
increase was mainly due to growth in the insurance business, and price increases from eardier periods taking effect as
policies were renewed.

The six months to Decermnber was a period of important cultural fransition, as a new sales and growth emphasis was
ermbedded in the business after an extended focus on business integration and cost reduction following the GIO
acquisition in 2001,

End-to-end marketing processes have been reviewed, with improvements in how we develop offers, devise sale processes,
implement targeted marketing campaigns and track outcomes.

A new risk engine’ was successfully put in place in the Maotor segment during the half year and is currently being
extended to Home, and later Commercial insurance. The risk engine allows for much more sophisticated pricing
technigques, leading to improved risk selection by segment and higher insurance profitability.
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Wanaging Drector's Letter to Sharcholders {continued}

A second important facior in the results was the exceflent claims outcomes in the period. A series of legislative changes in
recent years has substantially reduced the costs of personal injury claims. Because we have seen claims being settled for
lesser amounts than we had provided for, it has meant that we have been able to release to profit funds that had been
held in reserve to pay claims. In addition, we have put away some additional funds in risk margins, because insurance is
an uncertain business. suncorp always seeks to adopt a conservative approach and maintain a very strong prudential
position.

This reduction in claims costs has led to improved profitability, but it also has led to reductions in prices for consumers,
For example in Queensland Compulsory Third Party insurance, prices have fallen by 9 percent aver the 12 months to
December and are expected to fall further in the current year,

Wealth Management profits before tax increased 17 percent to $42 million, driven by the strong investment climate and
improved sales. A highlight was the strength of investment returns achieved by the investment team. Strong active
returns were recorded in the Australian equity and fixed interest portfolios for the half-year. The Suncorp Balanced Fund,
our flagship diversified portfolio, has achieved 1st quartile returns over one, three and five years as measured by [ntech in
their Growth Funds survey

Strong new business sales {up 21.5 percent on previaus corresponding period) continued the trend experienced in the last
quarter of FY04, The vatue of sales increased by 32 percent in comparison with the carresponding period, mainly due ta
the higher volume of gross sales, but also contributing was a sharp increase in Financial Planners’ productivity. The Easy
Invest product {a new ‘'wrap' platform service introduced in FY04) led to higher margins on sales of Suncorp products,

Funds under management grew 17.5 percent to reach $12 billion at December 2004, benefiting from net infiows of
$246 mitlion for the period.

Strategy Progress

In addition to the individual business line successes, we also have made good progress in delivering the revenue and cost
advantages of our business model. Cross-sell targets have been embedded in the business, cross-group forams have been
established to enable opportunities to be identified, and new products are being designed and put into production.

For example, & new package for customers buying a car, which combines a personal loan, car insurance, CTP and
comsumer credit insurance is now on the market. A similar home loan package for first home buyers is planned for release
next month, along with a Small Business package later in the year.

We are already seeing evidence of success. Over the past six months, the proportion of new direct personal loan
customers who take out Personal Loan Consumer Credit insurance has been lifted from 40 percent to 68 percent. And
sates of home insurance to Queensland direct home oan customers has grown by 12 percent since June, to 68 percent,
which is amongst the highest in the financial services industry.

Cutlook

The first half profit was clearly a very strong result, and while we will be working hard to maintain the profit growth
mormenturn in the current half, as John Story said, there were some factors in the first half, such as the strong investment
returns, that may not be repeatable.

In Banking, while we anticipate the economy will continue to perform well, we expect credit growth to slow in some of
the key sectars in which we operate, particularly the Property Development and investment segments. In addition, margin
pressure will persist as a resuft of the highly competitive environment. However, we remain confident that we will
outperform the market in the current pericd. For the full year, we would expect profit before tax to increase by a
percentage in the high teens, up from our previcus expectations of an increase greater than single digits,

In General Insurance, the results for the first half were excellent, with the Insurance Trading margin at 17.8 percent, well
above our long term expected range of 11 percent - 14 percent. While we see no signs of deterioration in industry
fundamentals, we would not expect to see the strong daims experience of the first half continue indefinitely. Investment
market returns also are expected to moderate in the current period.

Nevertheless, we remain confident that the improvements that are being made to the business will haip us to grow net
earned premium by 6 percent - 9 parcent for the full year, despite rate reductions in some classes, particularly
Gueensland CTR
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Wanaging Director's Letter to Sharcholders {continued}

We continue to expect that over the langer term, the sustainable insurance trading result for the Company would be
between 11 percent - 14 percent. However, given the strength of the first half result, we would expect the full year profit
this year to be above the 11 percent -~ 14 percent range, subject to there being no unusual claims events or incidence of
severe storms.

In Wealth Management, equity market returns are unlikely to match the strong first half performance. Underlying
earnings, however, should show an improvement in the order of 10 percent for the full year.

At a group level, we would expect that, given the many improvements that have been made to the business and the
strong first half performance, we should be able to show a substantial increase in underlying earnings.

Conclusion

Finally then, [would like to take this opportunity to thank ali of the Suncorp team for their efforts. The great results are
a tribute to them. Thanks also to my fellow directors for their input and guidance, and of course to the shareholders.

John Mulcahy
Managing Direcior and CEO

25 February 2005

Suncorp-Metway Ltd
ABMN &6 010 831 722

Registered Address: Level 18, 36 Wickham Terrace, Brishane Qld 4000
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