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Half year results 2009
24 February 2009

Half year results 2009

Agenda

• Introduction & overview – John Mulcahy

• Divisional performance – Chris Skilton

• Banking

• General Insurance 

• Wealth Management

• Capital

• Group Outlook 

• CEO Transition – John Story
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Profit Overview

A$m Dec-08

Banking 97

General Insurance 253

Wealth Management 115

LJ Hooker & Other 17

Profit before tax & Promina acquisition items 482

Amortisation of Promina acquisition items (122)

Integration costs (85)

T (16)

3

Tax (16)

Minority interests (1)

Net profit after tax & minority interests 258
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Impact of external events Jun 2007 – Dec 2008

Hunter Valley 
Central Coast 

Melbourne Storms $25m

NZ Earthquake $5m

Mark to market credit spreads 
$55m

NZ Floods $15m

Mark to 
market 
$200m

Storms $160m*

JUN   JUL   AUG   SEP   OCT    NOV   DEC   JAN   FEB   MAR   APR   MAY   JUN   JUL   AUG   SEP   OCT   NOV   DEC

2007 2008

NZ Floods $20m

Lismore 
storms $60m

Mackay floods 
$100m*

Windstorms  
Vic/Tas $25m

Ipswich 
storms $30m

Byron Bay 
storms $10m

5

Western Sydney Hail storm $170m

Mark to market credit spreads $85m

FY movement in investment revenue on 
shareholders’ funds $586m**

Brisbane 
storms $125m*

*   Net of reinsurance recoveries
**  Reflects movement from $354m revenue for year to June 2007 to loss of $232m for year to June 2008
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Banking overview

A$m Dec-08 half vs Dec-07 half %

Net interest income 608 25.6

Non-interest income 134 59.5

Total income 742 30.6

Operating expenses (294) 20.0

Profit before tax and impairment losses 448 38.7

Impairment losses on loans and advances (355) large

Profit on sale of VISA Inc shares 4 n/a

Profit before tax 97 (68.4)

• Strong growth in net interest income as asset growth and favourable cash to bill 
spreads have boosted profitability.

• Margins maintained as additional funding costs passed on.

• Underlying expense trend favourable but impacted by around $25m in 
restructuring costs.

• Impairment losses significantly impacted by conservative approach to 
deteriorating economic conditions.

7

17.6

Business Lending

Asset growth

Retail Lending

A$bn

10.6

5.7

3.6

6.1
5.3

2.2

3.5

0.7

QLD Housing 
Loans

Interstate 
Housing Loans

Consumer 
Loans

Commercial 
(SME)

Corporate Development 
Finance

Property 
Investment

Lease Finance Agribusiness

Dec-07 Jun-08 Dec-08

8

• Lending growth has moderated across the book
• Growth in Development Finance reflects draw downs of existing in-progress facilities
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Comprehensive 
analysis of each 

Strategic portfolio review

Strategic Evaluation

Key portfolio with a 
competitive advantage 

d t k t

Core

• Personal customers
• Small Business 

A ib iy
portfolio based on:

• Environment
• Market position
• Competitive capability
• Strategic fit

and a strong market 
positioning.

Whilst delivering 
reasonable returns in 
some cases, these are not 
core, are largely 

Non-Core

• Agribusiness
• Commercial (SME)
• Segments of 

Development Finance 
and Property Investment

• Corporate Banking
• Corporate Property 
• Lease Finance

9

transaction or price 
driven and would not 
cause significant 
franchise damage to exit.

Deposit growth

• Outflows experienced during 
September were more than

Core retail deposits 1H09, A$bn

Strong recovery in deposit flows during the second quarter…

20 6September were more than 
replaced.

• Annualised growth of 15% in core 
retail deposits for the half.

19.2 19.1

18.6

19.4

20.1

20.6

Jul Aug Sep Oct Nov Dec

10
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Wholesale funding

Short Term

Short-Term 
Wholesale 

Corporates, 

• Approx $5bn in 3-year term debt 
raised during the half

A$bn

Securitisation 
RMBS 

Term, 6.7

Securitisation 
Warehouse 
RMBS, 1.7

Offshore ECP 0 7

Short-Term 
Wholesale 
Insto/Semi 
Govt, 6.4

Short-Term 
Wholesale 
Banks, 6.2

0.3raised during the half

• Weighted average term of balance 
sheet liabilities (including 
securitisation) increased to 0.98 
years at Dec 2008

• Liquid asset ratio increased to 
13.4%

F th $1 2b 5 t d bt

11

Term, EURO 
and US$ , 3.7

Domestic 
TCD, 3.8

Capital, 2.7

FRNCD 
Domestic 

, 0.8

ECP, 0.7• Further $1.2bn 5-year term debt 
raised in Jan 2009

Net interest margins

1.81%

1.84%

0.02%
0 07% 0 04%

0.10%

1.79%

1 73% 1 73%

1.76%
1.74%

1.74%

1.74%

0.06%
0.07% 0.04%

0.02%

12

1.73% 1.73%

Jun 2008 Increased 
Liquid Assets

Increased 
Wholesale 

funding

Product 
Pricing

Change in 
Product Mix

Change in  
Free Capital

Underlying 
Margin

Yield curve 
movement 

benefits

Dec 2008F
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Income and operating expenses

Solid income growth Operating expenses contained

742
Half year, A$m Half year

484
546

608

84

94

134

568

640

Non 
interest 
income

Net 
interest 

43.1%
46.1%

39.6%

Banking 
cost to 
income 
ratio

13

Dec-07 Jun-08 Dec-08

income

Dec-07 Jun-08 Dec-08

Factors impacting the impairment charge

355 75

75

A$m

0
0

0

0

110

19
53

23

Additional 
top-up for 
deteriorating 
economic 
conditions Impairment 

crystallised 
post balance 
date

Resulting 
from drop in 
market 
valuations 
apparent late 
in December 
quarter

Timing impact 
to unwind Increased 

provisioning 
reflects 

14

00Reported 
Impairment charge

Economic overlay Babcock & Brown* Revaluations of 
impaired assets*

IFRS charge Impact on collective 
provision from 

economic 
deterioration

Expectation of 35 to 
40bps following 

1Q09

worsening 
economic 
conditions

*Excluding IFRS component
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Composition of impaired assets

788

986

200
82 92 30

133
65

Single name exposures represent over 80% of the increase in impaired assets

384

200

Jun 08 Raptis Sunleisure SE QLD Property 
Developer

Other Sep 08 Babcock & 
Brown

Other Dec 08

441A$m

Past 90 day due loans

15

163

243

441

Dec 07 Jun 08 Dec 08

A$m Six months to Dec 08

Gross written premium 3,343

Net earned premium 2,988

General Insurance overview

Net incurred claims (2,755)

Operating expenses (839)

Investment income – technical reserves 764

Insurance Trading Result 158

Investment income – shareholders’ funds 154

Other 6

Capital funding (65)

Profit before tax 253

16
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A diversified insurance portfolio

Motor
34%

CTP
10%

Workers' 
Comp

2%

Other
5%

3,274

3,343
A$m

Premium income continues to grow… Well diversified by industry class…

2.1%

NSWNew Zealand
Western Other

6%

Commercial 
26%

Home
23%

3,156

1H08 2H08 1H09

Geographic diversification with bias 
towards Queensland...

Profitability impacted by major 
weather events…

3.7%

46
Divisional contribution before tax, A$m

17

34%

Queensland
25%

Victoria
20%

New Zealand
10%

Australia
5%

6%

165
207

66
(42)

203

77
28

46

15

1H08 2H08 1H09

New Zealand Aust - Personal Lines Aust - Commercial lines

Product 1H09 GWP 1H09 v 
1H08 Factors

Motor 1,139 4.4%
Strong premium increases offset by 
higher excesses and reduced new 
vehicle sales

Gross written premium
A$m

vehicle sales

Commercial 873 9.3% Hardening markets

Home 761 8.7% Premium increases following weather 
events 

CTP 347 3.9% Significant  premium increases 
anticipated in 2009

Other 149 4.9% Travel premiums increasing

Workers’ 
C ti 74 (17.8%) Reduced Workers’ Compensation 

iCompensation ( %) premiums

Total 3,343 5.9% Strong result

18
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Natural Hazard – Major Events
Financial 

Impact 
($Am)+

Contribution to 
2008/09 

aggregate cover
New Zealand – July 15 5

Natural hazard events during 1H09

Ipswich – September 30 20

Gold Coast / Byron – October 10 -

South East Queensland – 16-21 November 125* 105#

Total 180 130^

Small events and natural hazard claims

19

+Total financial impact may vary as preliminary estimates are verified by actual data. 
* Net of reinsurance recoveries.  
# Based on two events with a $10m deductible each. 
^Claims costs for each event over $10m apply towards aggregate cover deductible of $25m.  Accordingly, in the six months 
to 30 June 2009, after the first $120m ($250 - $130m) of claims over the $10m per event threshold, claims costs of up to $300m 
can be recovered under the aggregate cover reinsurance policy. 

Claims exceeding long-run allowances 50

Event
Financial 

Impact 
($Am)+

Contribution to 
2008/09 

aggregate cover^

New Zealand – July 2008 15 5

Major weather events updated – year to date

Ipswich – September 2008 30 20

Gold Coast / Byron – October 2008 10 -

South East Queensland – November 2008 125* 105#

Victorian Bushfires – February 2009 150* 140

North Queensland Floods – February 2009 30 20

Total costs net of catastrophe reinsurance 360 290

Less aggregate reinsurance deductible (250)

Aggregate reinsurance recovery (40) 40^

Total costs net of all reinsurance 320

20

+Total financial impact may vary as preliminary estimates are verified by actual data. 
* Net of reinsurance recoveries. Excluding reinstatement premium.
# Based on two events with $10m deductible. 
^Claims costs for each event over $10m apply towards aggregate cover deductible of $250m.  Accordingly, in the year to 
date, there are approximately $290m in claims (above the $10m per event  threshold), therefore, $40m can be recovered under 
the aggregate cover reinsurance policy. A maximum of $300m can be claimed under the aggregate cover and, accordingly, 
around $260m can be applied to future major events to 30 June 2009. 
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Operating expenses
Expenses as reported

274 346 282
Other 
expenses
Acquisition 
expenses

2.8%
1.3%

805 828 839A$m

Expenses normalised for the impact of the LAT test

531 482 557

1H08 2H08 1H09

274
346 282

Other 
expenses 9.6%

8.5%

798

875

806
A$m

21

524 529 524

274 282

1H08 2H08 1H09

Acquisition 
expenses

Investment income 

5.0

6.0

7.0

8.0

Commonwealth Bond Yield Curve Changes Investment income – technical reserves (as reported)

764
A$m

4.5

0.0

1.0

2.0

3.0

4.0

1 2 3 4 5 6 7 8 9 10

CGS Dec-08 CGS Jun-08
CGS Dec-07 CGS June 2007

years

Investment income excluding discount rate 
movements Corp AAA Credit Spread Changes from 30 June 2007

188
267

1H08 2H08 1H09

A$m

22

0.0
0.5
1.0
1.5
2.0
2.5
3.0
3.5
4.0

1 2 3 4 5 6 7 8 9 10
Corp AAA Dec-08 Corp AAA Jun-08
Corp AAA Dec-07 Corp AAA Jun-07

217

289

199

1H08 2H08 1H09

A$m

years
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A$m HY Ended 
Dec 08

HY Ended 
Jun 08

HY Ended 
Dec 07

Life Risk 42 40 38

Funds Management 26 22 47

Wealth Management overview

Total wealth management underlying profit after tax 68 62 85

Annuities market adjustments (34) (11) 0

Life risk policy liability discount rate changes 126 (4) (6)

Net investment income on shareholder assets (25) (39) 24

Profit contribution after tax 135 8 103

23

• Annuities market adjustments

• Life Risk policy liability discount rate changes

• Investment income on shareholder assets

Effect of market adjustments on WM profit
A$m

0

24

126

24

0

(6)(11)
(4)

(39)(34)
(25)

Annuities market 
adjustments

Life Risk policy 
liability discount rate 

changes

Net investment 
income on 

shareholder assets

Dec-07 Jun-08 Dec-08
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Life Risk

• Life Risk profit up over 10%
• Sales of individual products strong 
• Inforce premiums growing steadily

Summary New business 

14
21 23

4

A$m

Inforce premiums growing steadily
• EFA channel accounts for more than 

50% of inforce premiums

Direct, 40 Aligned 31

Inforce premium Inforce premium by distribution channel 

33 34 32
38

Jun-07 Dec-07 Jun-08 Dec-08

Group Individual

A$mA$m

25

EFA, 414Group, 152

Bank, 76

, Aligned, 31

516 573 591 612

97
102 92 101

Jun-07 Dec-07 Jun-08 Dec-08

New Zealand Australia

Funds under management 

24,183 141

633

A$m

23,408

26

Jun-08 Net flows Market movements Dec-08F
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Integration update

47 

Indicative realisation synergy at Dec 08

A$m

Numbers reflect total benefit for each category

53 

40 

70 

55 

325 

375 

27

60 

Claims IT Sourcing COE & 
Organisational 

Redesign

Operational 
Efficiencies

Re-Insurance Total Benefits Total One-Off 
Costs

Jun 08 Dec 08 Pro-forma post 
capital raising Target

Bank Capital Adequacy Ratio 10 44% 10 67% 12 8% 13 6% 11 5% 12 0%

Capital position now secured….
Interim dividend of 20 cents per share fully franked to be paid on 1 April 2009 

Bank Capital Adequacy Ratio 10.44% 10.67% 12.8% – 13.6% 11.5% – 12.0%

Tier 1 Capital 8.04% 8.83% 11.0% – 11.8% 9.0% – 9.5%

ACE Ratio 4.58% 3.89% 6.1% – 6.8% 4.5% – 5.0%

GI MCR (times) 1.66 1.73 1.54

Range of pro-forma ratios

Bank Capital Adequacy Tier 1 Capital

M 13 6

28

8.70
7.69 8.04

8.83

Jun-07 Dec-07 Jun-08 Dec-08

Max 11.8
Range of pro forma ratios 
following the capital raising

Min 11.0

9.86 10.84 10.44 10.67

Max 13.6

Min 12.8

Jun-07 Dec-07 Jun-08 Dec-08
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Agenda

• Introduction & overview – John Mulcahy
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• Questions

Disclaimer
• This report contains general information which is current as at 24 February 2009.  

• It is not a recommendation or advice in relation to Suncorp-Metway Limited or any product 
or service offered by the Suncorp Group.  

• This report should be read in conjunction with all other information concerning Suncorp-p j g p
Metway Limited filed with the Australian Securities Exchange. 

• The information in this report is for general information only. To the extent that the 
information may constitute forward-looking statements, the information reflects Suncorp’s 
current views at the date of this report and is subject to known and unknown risks and 
uncertainties, many of which are beyond Suncorp’s control, which may cause actual results 
to differ materially from those expressed or implied. Suncorp undertakes no obligation to 
update any forward-looking statement to reflect events or circumstances after the date of 
this report (subject to stock exchange disclosure requirements). The information is also not 
financial product advice. Investors should seek appropriate advice on their own 

32

objectives, financial situation and needs.

• Nothing in this presentation should be construed as either an offer to sell or a solicitation of 
an offer to buy Suncorp securities in the United States or any other jurisdiction. Securities 
sold in the offerings referred to in this presentation have not been and will not be registered 
under the U.S. Securities Act of 1933. Securities may not be offered or sold in the United 
States or to, or for the account or benefit of, US persons (as such term is defined in 
Regulation S under the U.S. Securities Act) unless they are registered under the Securities 
Act or exempt from registration.
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