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Good morning everyone and thank you for joining us today. I’ll first provide an overview of the result. Steve will
provide details on the financials. And then, before taking questions, I will make some comments on the
outlook.
The interim result includes natural hazard costs significantly above our allowance, as well as the impact of
volatile investment markets. These, together with increasing regulatory costs, will impact our ability to deliver
our full year Cash ROE target. In addition, the result shows:
—

We are making good progress on executing our strategy

—

We’ve achieved solid top-line growth

—

Operating expenses are well controlled and the Business Improvement Program has again exceeded
targets.

The financial services industry today faces a great deal of change. This includes future policy settings, shifts in
regulation, and material impacts on business and distribution models. I acknowledge the importance of the
Royal Commission process, and accept that Suncorp has at times fallen short of community expectations. The
work we’ve done on our business model and strategy, will allow us to navigate the changes ahead. I believe
we have the right foundations for sustainable growth.
We’ve given a great deal of thought to how we will manage the business through this period. We are stepping
up our regulatory investment to better serve our customers and to maintain our licence to operate. We will
explain our plans for an increase in next year’s natural hazard allowance later in the presentation.
Let’s now turn to the result highlights.
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Net profit after tax for the half of $250m includes the previously announced write-off of the Life Company
goodwill, higher Natural Hazard costs, lower investment returns, and a doubling of regulatory project costs.
Reserve releases are up in the half, benefitting from low inflation.
The dividend of 26cps represents an 81% payout ratio, supported by a robust capital position.
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The core of our Insurance portfolios are performing well. GWP growth was 3.4% and operating expenses were
1.6% lower.
In Banking, strong deposit growth, and very low losses, helped to counter the abrupt slow down in lending
across the industry.
Our Business Improvement Program has outperformed in the first half. It is on track to exceed the targets for
the full year as well.
Following the investment made in technology foundations and digital capability, our focus has shifted to
strengthening relationships with our customers and attracting new business.
Performance against our key metrics shows that our underlying business remains resilient.
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Consumer GWP has grown at 3% in Australia, and 8% in New Zealand. This was achieved through premium
increases with some loss of units. Retention remains stable, with increases in margins across almost all parts
of the business.
We continue to be successful in reducing operating and claims costs, while improving customer experience.
There have been four major natural hazard events declared in Australia in the first half, followed by the more
recent North Queensland floods. The Sydney hailstorm on 20 December has generated 31,000 claims and
currently has a gross loss of approximately $370m. As you know, our exposure is capped at $250m.
Around 40% of the claims were lodged electronically using our zero touch digital capability, delivering
efficiency and meaningful customer benefits.
In January I visited one of our specialist assessment centres where up to 600 vehicles were being processed
each day. This is a world class response capability. I was very impressed with the pride and dedication shown
by our people.
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The Banking and Wealth business produced stable earnings.
The slow down in system growth, and our early adoption of tighter responsible lending controls, have resulted
in a further moderation in home lending growth. This has impacted our CTI ratio, despite the reduction in bank
expenses that we achieved.
Competition and higher funding costs have put pressure on our NIM but we remain disciplined. We are
prioritising margin over volume.
Deposits on the other hand have grown well above system, reflecting improved digital capabilities. Our
customers responded strongly to the new Growth Saver deposit account. Over 50% of these were opened
online.
We are concentrating on maintaining a profitable, low risk home loan book. We have a bias towards Owner
Occupied, Principal and Interest, and lower LVR loans.
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The Business Improvement Program is delivering operational efficiencies and improved customer
experiences.
For the first six months of this year, the net P&L benefit was $95m, which is $30m above our target.
As at December 2018, we have locked in gross annualised benefits of $296m. We now expect to deliver at
least $225m in net benefits for FY19.
With BIP embedded and delivering, we are far better placed to address the increased investment in regulatory
compliance facing the industry.
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We also now have the opportunity to convert better customer experiences into improved metrics, and higher
revenue. This includes maximising the returns on our previous digital investments.
The Marketplace component of our strategy increases customer awareness of our products, services and
brands, and makes them easy to access and use.
We are continually refining elements of our strategy in response to feedback. Our customers are responding
positively to new functionality:
—

Digital users are up 17% since June, and as I said earlier, 40% of the December hailstorm claims were
made digitally

—

500k customers are registered to use the R&R program, with active users seeing retention up 2% and
early signs of an uplift in products purchased

—

The Suncorp App has been downloaded 300k times since August, and the take-up rate is high for new
customers to the Group.
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Against the prior comparative period, our key performance metrics reflect the resilience of our business.
Top-line growth remains solid and within our target range of 3 – 5%.
Expenses were $1.3bn. This reflects our commitment to fund growth and absorb regulatory costs and inflation,
while maintaining a flat expense base.
The trajectory of the Underlying ITR is positive.
While bank expenses are well managed, industry slowdown in lending and higher funding costs have impacted
progress on improving our CTI ratio. This has also put pressure on the NIM.
I will talk about the Cash ROE after Steve takes you through the details on the financials.
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Thank you Michael and good morning.
Before I step you through the usual results commentary, let me provide a brief update on the sale of the
Australian Life business.
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The transaction remains on track with all internal workstreams nearing completion. Both the Suncorp and TAL
teams are working together to ensure a smooth day one transition. We continue to target completion on 28
February, however, this assumes receipt of all relevant regulatory approvals – the timing of which is largely out
of our control.
As previously disclosed, consideration is made up of:
—

$640m in cash payable on completion; and

—

Completion adjustments to net worth based on mechanisms and timelines agreed under the share sale
deed

Based on our latest forecast of adjusted net worth, total consideration remains unchanged at approximately
$725m. After taking into account separation and transaction costs, hybrid capital and other provisions, we
anticipate returning approximately $600m to shareholders.
Our preferred means of distributing this capital is via a pro-rata return of share capital and share consolidation,
however, we may combine this with a small special dividend, as this will utilise some of our franking credit
balance.
As previously disclosed, as the business is classified as held for sale under accounting standards, we have
included the $145m goodwill write-down in the first half result, with the remaining $735m non-cash loss on
sale, to be recognised in the second half.
The stranded costs as a result of the transition to TAL amount to approximately $30m on an annualised basis
and largely comprise personnel, real estate and supplier costs. These costs will form part of the 2020
Business Improvement Program, with work currently underway to neutralise them on a run-rate basis by the
end of the FY20 year.
Other costs covered by the various Transition Service Agreements will be removed following the completion of
each service agreement.
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Turning to the results now and starting with the Australian Insurance business which delivered a net profit after
tax of $133m.
While this is a reduction on the prior period, the underlying margin trend was positive with GI continuing to
benefit from the investments in the BIP program.
The Australian life business delivered an after tax profit of $23m reflecting reduced experience profits, partially
offset by a one-off tax adjustment in the participating book.
Over the next few slides I will cover premiums, claims and investments and later in the presentation I will cover
the underlying ITR.
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First to premiums, and the positive momentum in our consumer portfolios has continued into the first half of
the year, albeit with a slightly different volume/rate mix.
You can see in the motor portfolio we have continued to achieve strong premium rate increases, although
units have contracted 2% in the half.
The premium rate increases across the home portfolio were less pronounced and in line with the last half, with
units down by 1.1%.
The contraction in units reflects a moderation of premium increases across the industry. As a result, new
business volumes are lower, although this has been partially offset by strong retention.
We would expect to see improved consumer unit growth over the second half of this year and into 2020 on the
back of a number of customer initiatives and our ongoing investment in digital capabilities.
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The growth in the home and motor portfolios was the largest contributor to the overall increase in GWP, which
I have shown in this waterfall.
Commercial GWP increased $42m, or 3.6% after taking into account the impact of portfolio exits. Again, this
reflects our disciplined approach to growth in this market with premium rate increases supported by the
retention of high quality accounts.
The headline GWP result has been impacted by a number of regulatory changes in our CTP portfolios. In
NSW, the scheme reforms, which came into effect on 1 December 2017, have driven a $42m reduction in
GWP. This reflects a combination of lower average premiums and a reduction in units due to Suncorp’s active
strategy to move away from a price-led position while we monitor the performance of the scheme over the
transition period.
In Queensland CTP, GWP growth was flat with reductions in the ceiling price offset by an increase in units.
Modest growth in both premium rates and units was seen in the ACT and SA schemes.
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Turning to claims and on the left I have included the usual undiscounted view of net incurred claims. This
clearly shows the impact of the significant natural hazard events seen in the half as well as the ongoing
positive effect of BIP which is helping offset inflation in underlying claims costs.
The improvement in CTP and Commercial claims costs reflects the impact of scheme reforms in CTP and the
benefits from realignment of the Commercial portfolio. The higher level of reserve releases were driven by
favourable claims experience in the short tail portfolio and the continuance of lower than assumed average
weekly earnings inflation and little, or no, evidence of superimposed inflation across the CTP portfolio.
On the right side of the slide you can see that working claims volumes have remained fairly stable with the
natural hazards seen in the last three months of the half driving the uplift in overall volumes.
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Moving to the investment portfolio and investment income on the insurance funds was $125m.
The headline result was supported by mark-to-market gains from a decrease in risk-free rates, partially offset
by the relative underperformance of inflation-linked bonds.
I’d again remind you that we hold inflation-linked bonds to enhance capital efficiency and as an economic
hedge against inflation. As a result, the performance of these bonds is inversely correlated to reserve
releases, where the current benign inflation environment is delivering gains well above our 1.5% of NEP longer
term assumption.
The underlying yield on the portfolio was 2.5%, slightly below our expectation of 60 – 80 basis points above
the risk-free rate.
The shareholders’ funds returned a negative $3m. Weak returns from equity markets and alternative asset
classes, combined with a degree of relative manager underperformance were the main drivers of the result.
Obviously the results reflect the 31 December position across the key market indicators that drive the mark to
market outcome. I have summarised these in the table on the top right of the slide and you can see there has
been some improvement in the first six weeks of calendar 2019.
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Turning now to Banking and Wealth, which delivered a net profit after tax of $183m, broadly in line with the
prior period.
Total lending grew by 1.5% annualised, principally reflecting a moderation in home lending within a highly
competitive and slowing mortgage market, as well as Suncorp’s early adoption of increased serviceability and
verification requirements.
Net interest margin compressed 3 basis points to 1.79% with the positive impact from strong growth in at-call
deposits more than offset by the sustained elevation in the BBSW and intense price-driven competition in the
mortgage market.
As I explained at the full year 2018 results, the Bank has sought to reduce and remove a range of customer
fees in line with customer demand for low fee banking, with the full effect of those actions seen in the noninterest income line this half.
We continue to prioritise the credit quality of the portfolio with impairment losses representing just 2 basis
points of gross loans and advances, well below the through the cycle operating range of 10 to 20 basis points.
Despite a significant uplift in regulatory spend and continued investment in digital capabilities, costs in the
bank are lower and reflect the benefits from the BIP program. Taking into account the effect of slower lending
growth results in a cost-to-income ratio of 56.1%, well above our target of around 50%.
Regarding the pursuit of Advanced Accreditation, further consideration will be required to quantify the impacts
of the Basel III reforms and APRA’s unquestionably strong benchmarks.
You will recall that following the sale of the Australian Life business and transitioning Wealth activities, the
continuing wealth business principally reflects our superannuation customer offering known as Brighter Super.
The improved return versus pcp was largely due to the completion of the Super Simplification Program in
FY18, however the business’s ability to deliver its usual run rate contribution has been impacted by the
increased industry-wide regulatory costs incurred over the half.
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To New Zealand which has delivered a very pleasing result driven by GWP growth across all portfolios and
disciplined expense management.
Net incurred claims were $340m, down 2.3% on the prior period reflecting favourable natural hazards
experience and improved working claims management.
Settlements continue to progress on the Canterbury and Kaikoura earthquakes with 98% of Canterbury claims
and 99% of Kaikoura domestic property claims now settled.
The increase in operating expenses was mainly due to higher commissions paid as a function of the strong
premium growth.
The New Zealand Life result was stable with solid growth in in-force supported be strong policy retention.
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Now to Group expenses, presented here net of FSL, which decreased to $1.34bn mainly due to the net
benefits from the BIP program. The net benefit in this half was $38m, resulting in an improvement of $70m on
the prior period.
As flagged at the full year results, spending on regulatory projects continues to increase with the majority of
anticipated spend likely to be incurred in the second half. More on this in a moment.
Finally, the increase in commissions should not come as a surprise. This was mainly due to the strong GWP
growth in New Zealand.
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Briefly moving on to the General Insurance underlying ITR margin – presented here on a sequential half year
basis. Improvements in the underlying ITR continue, reaching 12.2% for the December half.
As the waterfall shows, the key drivers of the uplift in the UITR relate to an improvement in underwriting
margins, the net benefits of BIP and good expense control, despite the impact of heightened regulatory costs.
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To capital and we continue to maintain a very strong capital position with the waterfall chart here highlighting
the key movements over the half.
As you can see, the non-cash goodwill write-down from the Life sale is backed out of the excess CET1
calculation. Going forward, the Life divestment will further lighten the capital demands of the Group and reduce
volatility. The reduction to capital from the tech provision primarily reflects normal seasonality and the higher
GI target is a result of the December natural hazard events.
Despite the effect of adverse investment markets and natural hazard costs being above our allowance, the
Board has declared an interim ordinary dividend of 26 cents resulting in a payout ratio of 81%, slightly above
our target pay-out ratio of 60 to 80% of cash earnings. Even after accounting for the payment of the dividend,
equivalent to $338m, we continue to hold a robust surplus with a CET1 excess of $434m.
It is important to point out that this reported excess includes around $100m of surplus capital held in the
Australian life business which will ultimately be paid out as part of the expected capital return. I have
highlighted this at the right of the waterfall.
Before I hand back to Michael, I wanted to cover two specific topics.
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First, the outlook on regulatory costs.
As Michael mentioned earlier, we had seen a doubling of regulatory costs in the first half compared to the prior
period. The key projects over the half include: responding to the Royal Commission hearings, addressing CTP
changes and meeting new ASIC requirements in Wealth. I’ve laid this all out on this slide.
At the full year results, I indicated that we had budgeted for $90m in regulatory project costs for the FY19 year.
We do anticipate further increases in regulatory costs in FY19 as the scope of projects increases, new projects
emerge and as we implement the recommendations of the Royal Commission. Our preliminary estimate of
these costs is around $50m pre tax, of which $10m has already been expensed in the first half, bringing FY19
regulatory project costs to around $140m.
Now I would point out that these costs relate to specific regulatory projects and in no way reflect the full costs
to the Group of the increased regulatory focus.
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And finally, I wanted to spend some time covering off the impacts of the natural hazard events in the first half
of the year and how this rolls forward into the second half in the context of our natural hazard allowance and
reinsurance program.
As you can see from the table, we had four events in the half, each with claims costs above $10m. The total
claims costs from the NSW & SEQ Hailstorm in late December have exceeded the maximum first event
retention within our Reinsurance program which caps the financial impact of this event to $250m pre-tax.
These events, along with $173m in attritional natural hazard claims mean we have exceeded the first half
allowance by $220m. However, as we move into the second half our natural hazards aggregate and the
dropdown covers of our main CAT program, provide us with significant P&L protection.
For example, while it’s still too early to estimate the gross costs of the Townsville floods we know our costs are
capped at $97m.
To further highlight this point with a worked example. If you assume second half attritional events are similar to
the $173m in the first half and we do not exceed the $300m of cover under the NHAP, then full year natural
hazard costs would land $130m over the allowance – a significant improvement on the first half outcome.
Moving into FY20 we propose to address natural hazards protection through a combination of increased
allowance and a reinsurance stop loss cover.
Our proposal is to increase the allowance to around $820m and buy $200m of cover atop that, for all natural
hazard costs, thereby effectively moving the allowance to $1,020m. Obviously an increase of this magnitude
cannot be fully priced to customers in the first year, therefore resulting in a medium term impact on the
underlying ITR.
With that I’ll hand back to Michael.
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Despite extensive media and market commentary around the 76 Royal Commission recommendations, it is
still early days in our detailed assessment of the practical implications for Suncorp.
On the slide, we have included what we currently believe are the top 10 issues based on their potential impact
to Suncorp. Against these, we have shown relevant activity that is either already completed, or we are
undertaking.
Undoubtedly it will take the industry, government and regulators time to work through, and we will engage with
all groups to ensure optimal outcomes for customers.
The bottom line of the Royal Commission recommendations is that companies need to put customers at the
centre of the business.
This has been exactly the core of our strategy for the past three years.
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In the data pack you will see a slide that details the work we have done that will enable Suncorp to better
address customer needs.
The foundations are now established to convert better customer experiences into broader and more frequent
customer interactions, and higher revenue.
In short, we are now well placed to deliver a return on the investment we made.
This slide details the five key areas of capability that we have built, that will facilitate growth into the future. Any
further investment will be incorporated within operational expenditure.
—

In digital, we have delivered new and enhanced capability, including the Suncorp App. This is supported
by an API layer that gives us exceptional flexibility. Our focus now is on New Payments Platform, open
banking and making it easier for our customers to buy online.

—

The reward & recognition program will incorporate location based services, tiered status, and
behavioural rewards.

Key to the success of all of this, is our growing ability to segment and tailor propositions to suit our customers.
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Turning to the outlook for the Australian Insurance business for the remainder of the year.
Our focus on retention and new business is expected to improve consumer units in the second half.
Operating expenses and claims will benefit from BIP initiatives.
Commercial will again improve profitability, while CTP and workers comp will seek disciplined growth.
Reserve releases are expected to remain above 1.5% provided the current level of inflation is stable.
Importantly, as Steve has indicated, we are well protected from the impact of further natural hazard events in
2H19.
The completion of the Australian Life Company sale will occur shortly, followed by a capital return to
shareholders. We are confident of a long and successful partnership with TAL.
Our organisations are very compatible, and a combination of our distribution capabilities, and TAL’s product
manufacturing, will produce good outcomes for customers. Life insurance products are a natural adjacency for
our business.
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The outlook for Banking & Wealth will be influenced by shifts in regulatory focus, external funding pressures
and market dynamics.
The results for 1H reflect our decision to be a leader in implementing higher standards for responsible lending.
We expect the industry to align in due course.
Our digital investment will see a continuation of above-system deposit growth and that will help funding costs.
The quality of our book, and the strength of our balance sheet, will result in low loss rates.
NIM will remain under pressure, and our Cost to Income ratio will be impacted by low mortgage growth and
regulatory spend, consistent with the industry.
The Wealth business will focus on regulatory change, remediation and stabilisation.
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The outlook for our New Zealand business is positive, off the back of high growth in the past six months.
GWP is expected to be above system, and we anticipate broader benefits from the NZ BIP program.
Motor claims inflation is moderating, in-line with industry. At the same time the team is implementing product
and pricing changes and driving claims efficiencies, which will underpin strong margins.
The NZ Life business is expected to maintain its current level of profitability, as we focus on sustainable levels
of commissions, and the maintenance of strong distribution relationships.
The recent Life Industry conduct and culture review in New Zealand, will lead to positive behaviour and
process changes across the industry.
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As I mentioned at the beginning of the presentation, natural hazards, investment performance and unforeseen
regulatory costs will impact our full year Cash ROE.
In the first half, adjusting for these items, the Cash ROE would have been 9.7%. For the full year, the business
is well-placed on an underlying basis to perform in-line with our original expectations.
We are intensely focused on driving the momentum of the business for the remainder of the year.
As we have said, we will adopt a more conservative Natural Hazard allowance for FY20. In addition to
regulatory costs being $50m above forecast this year, it is likely we will also experience elevated levels of
regulatory projects in FY20 to better serve our customers.
We will seek to quantify these items for FY20, together with the impact on our Cash ROE, at our full year
result.
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Before closing, I must acknowledge the enormous effort of our teams over the past six months.
Suncorp remains resilient in a time of intense investment market volatility and regulatory change.
The underlying performance of the business demonstrates that we know our customers’ needs. It shows that
we are improving the delivery of products and services in the way our customers want us to. As a result,
Suncorp remains well positioned to deliver strong and sustainable shareholder returns.
Thank you for joining us today. I now invite your questions.
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